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DATE I 'JUN 1 720m

Community Redevelopment Agency
of the CITY OF LOS ANGELES

FilE CODE I

354 South Spring Street / Suite 800
Los Angeles I California 900 13-1258

T 213 977 1600 I F 213 977 1665
www"crala"org

CRA File No. (/'2)Z
Council District: 13

Contact Person: Neelura Bell
(213) 977-1906

Honorable Council of the City of los Angeles
John Ferraro Council Chamber
200 N. Spring Street
Room 340, City Hall
los Angeles, CA. 90012

COUNCIL TRANSMITTAL:
Transmitted herewith, is a Board Memorandum adopted by the Agency Board on June
17, 2010 for City Council review and approval in accordance with the "Community
Redevelopment Agency Oversight Ordinance" entitled:

VARIOUS ACTIONS RELATED TO:
lOAN AGREEMENT WITH HOllYWOOD COMMUNITY HOUSING CORPORATION
FOR UP TO $5,027,000 FOR ACQUISITION AND PREDEVElOPMENT ACTIVITIES
RELATING TO 1601 NORTH HOBART AVENUE AND 1600-1608 NORTH SERRANO
AVENUE IN THE EAST HOllYWOOD/BEVERlY-NORMANDIE DISASTER
ASSISTANCE AND HOllYWOOD REDEVELOPMENT PROJECT AREAS

HOllYWOOD & CENTRAL REGION (CD 13)

RECOMMENDATION
That City Council approve recommendation one on the attached Board Memorandum.

ENVIRONMENTAL REVIEW
The acquisition and predevelopment loan is statutorily exempt from the provision of the
California Environmental Quality Act (CEQA) pursuant to paragraph 15262 of the State
CEQA Guidelines" Upon completion of the feasibility analysis, and at the time of the
anticipated request to convert the predevelopment loan to a permanent loan, the
appropriate CEQA document for that proposal will be brought to the CRA/lA Board for
consideration.

FISCAL IMPACT STATEMENT
The proposed action is consistent with the FYi 0 Budget and Work Program relating to
the East Hollywood/Beverly-Normandie and Hollywood Redevelopment Project Areas.
The approved FYi 0 Budget for Housing includes $6,897,000 and $23,972,800 for the
East Hollywood/Beverly-Normandie and Hollywood Redevelopment Project Areas
respectively. With the approval of this action, $2,845,420 or 41 % of the East
Hollywood/Beverly-Normandie and $9,820,448 or 41 % of the Hollywood Redevelopment
housing budget will be committed to housing projects. Sufficient funds are available to



make any legally required State ERAF payments. There is no impact on the City's
General Fund.

DEADLINE FOR ACTION
The Chief Executive Officer, CRA/LA, respectfully request that this transmittal be
expedited to HCED on June 23, 2010 and to the City Council on June 25, 2010 for
review and approval in order to meet the escrow closing deadline.

!2L Q_
J Christine E~ief Executive Omcer

cc: Alan Alietti, Office of the City Clerk (Original & 3 Copies on 3-hole punch)
Lisa Johnson Smith, Office of the CAO
Ivania Sobalvarro, Office of the CLA
Bud Ovrom, Office of the Mayor
Larry Frank, Office of the Mayor
Steve Ongele, Office of the Mayor
Noreen Vincent, Office of the City Attorney
Council President Eric Garcetti, CD 13



DATE: JUNE 17, 2010

CRA/lA BOARD OF COMMISSIONERS

HW1990
EB1990

THE COMMUNITY REDEVELOPMENT AGENCY OF THE CITY OF lOS ANGELES, CALIFORNIA

6MEMORANDUM

TO:

FROM: CHRISTINE ESSEl, CHIEF EXECUTIVE OFFICER

RESPONSIBLE
PARTIES: LESLIE lAMBERT, REGIONAL ADMINISTRATOR

NEElURA BEll, PROJECT MANAGER

lOAN AGREEMENT WITH HOllYWOOD COMMUNITY HOUSING
CORPORATION FOR UP TO $5,027,000 FOR ACQUISITION AND
PREDEVELOPMENT ACTIVITIES RELATING TO 1601 NORTH
HOBART AVENUE AND 1600-1608 NORTH SERRANO AVENUE IN
THE EAST HOll YWOOD/BEVERl Y-NORMANDIE DISASTER
ASSISTANCE AND HOllYWOOD REDEVELOPMENT PROJECT
AREAS
HOllYWOOD AND CENTRAL REGION (CD 13)

SUBJECT:

COMMITTEE
REVIEW: APPROVED BY THE lOAN COMMITTEE ON MAY 12, 2010

RECOMMENDATIONS

That the CRA/lA Board of Commissioners, subject to City Council review and approval:

1. Authorize the Chief Executive Officer or designee to execute a loan agreement with
Hollywood Community Housing Corporation to loan up to $5,027,000 for acquisition and
predevelopment costs related to a potential affordable housing development at 1601
North Hobart Avenue and 1600-1608 North Serrano Avenue and to take necessary
action to carry out the loan agreement; and

That the CRA/lA Board of Commissioners:

2. Approve and adopt a Relocation Plan for the potential project; and

3. Approve and adopt by resolution a Replacement Housing Plan for the potential project.

SUMMARY

The recommended action will provide an acquisition and predevelopment loan ("the loan") in
the amount of $5,027,000 to Hollywood Community Housing Corporation (the "Borrower") to
assemble two properties located at 1601 North Hobart Avenue and 1600-1608 North Serrano
Avenue in connection with a potential affordable housing development consistinq of
approximately 54 units ("Project"). The Project site straddles and is within both the East
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Hollywood/Beverly-Normandie Disaster Assistance Project Area and the Hollywood
Redevelopment Project Area. Each of the redevelopment project areas will contribute a pro rata
share of the loan based on the percentage of the total 32,504 square footage which is located in
each area. The Hobart property, located in East Hollywood is 15,504 square feet comprising
46%, and the Serrano property, located in Hollywood is 17,500 square feet or 54%. Funding
from the East Hollywood Disaster Assistance Project Area Budget will total $2,312,420 including
$1,747,000 of project area Low and Moderate Income Housing Funds and $565,420 from
Taxable Bond Proceeds. Funding from the Hollywood Redevelopment Project Area will include
$2,714,580 of project area Low and Moderate Income Housing funds.

Acquisition costs total $3,584,500 including a purchase price of $3,485,000 and holding, legal,
closing and title expenses of $99,500. The $1,442,500 balance of the loan will be used for
predevelopmenl expenses, including $400,000 in relocation expenses. The CRA/LA loan will
be secured by a First Deed of Trust against the entire Project site.

Prior to the maturity of the CRA/LA acquisition loan in two years (subject to an extension by the
CRA/LA CEO of up to one additional year), CRA/LA staff anticipates returning to the Board of
Commissioners for approval of the final project, including without limitation: (a) conversion to a
permanent loan; (b) authority to enter into an implementation agreement that would confirm the
permanent loan conversion and update project specifics such as details of the scope of
development and affordability covenants; and (c) authorization to provide subordination to
Senior Lenders. In order for a Loan Conversion to be considered by the Board, the Developer
must submit the final scope of the Project and staff's recommendation will be accompanied by
the appropriate environmental impact analysis. Approval to grant the Loan Conversion will be
within the sale discretion of the Board of Commissioners and may include the imposition of
additional conditions in its sole discretion.

Initial Action

SOURCE OF FUNDS

East Hollywood/Beverly Normandie Low and Moderate Income Housing Funds
East Hollywood/Beverly Normandie Taxable Bond Proceeds
Hollywood Low and Moderate Income Housing funds

PROGRAM AND BUDGET IMPACT

The proposed action is consistent with the FY10 Budget and Work Program relating to the East
Hollywood/Beverly-Normandie and Hollywood Redevelopment Project Areas. The approved
FYi 0 Budget for Housing includes $6,897,000 and $23,972,800 for the East Hollywood/Beverly-
Normandie and Hollywood Redevelopment Project Areas respectively. With the approval of this
action, $2,845,420 or 41% of the East Hollywood/Beverly-Normandie and $9,820,448 or 41% of
the Hollywood Redevelopment housing budget will be committed to housing projects. Sufficient
funds are available to make any legally required State ERAF payments. There is no impact on
the City's General Fund.
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ENVIRONMENTAL REVIEW

The acquisition and predevelopment loan is statutorily exempt from the provision of the
California Environmental Quality Act (CEQA) pursuant to paragraph 15262 of the State CEQA
Guidelines. Upon completion of the feasibility analysis, and at the time of the anticipated
request to convert the predevelopment loan to a permanent loan, the appropriate CEQA
document for that proposal will be brought to the CRA/LA Board for consideration.

BACKGROUND

The ultimate borrower for the CRA/LA loan will be a yet-to-be-formed California limited
partnership. The limited partnership will be a single-asset entity whose sole purpose is the
development and operation of the Coronel Apartments.

The sole general partner of the Borrower will be Hollywood Community Housing Corporation
(HCHC), a California nonprofit corporation. HCHC was formed in 1989 for the purpose of
preserving and expanding the supply of affordable housing for lower income households in the
Hollywood area. It is now a very highly regarded developer and operator of affordable rental
housing. In its 21-year operating history, HCHC has developed 23 buildings that serve 717
households. Over the years, HCHC has received numerous awards for the quality of its
developments as well as for the outstanding support that it provides to its residents.

Over its 21-year operating history, HCHC has received CRA/LA financial support for numerous
projects. All of those projects have been satisfactorily completed and are operating as agreed.
Most recently, CRA/LA loaned an HCHC-controlled entity $7.5 million for the rehabilitation of the
Hollywood Bungalow Courts. HCHC recently completed construction on the 42-unit, scattered-
site development and it is now fully leased.

Site Description

The properties comprising the project are situated back-to-back and are located right on the
boundary between the Hollywood and East Hollywood/Beverly-Normandie Project Areas. The
Serrano property is in Hollywood and the Hobart property is in East Hollywood/Beverly-
Normandie. (Attachment "A", Site Map). The project site is L-shaped consisting of 3 contiguous
parcels totaling 32,000 square feet. Parcel 1 located at 1600-1606 North Serrano Avenue has
three structures with a total of four units, including a two story duplex, and two studio
bungalows. Parcel 2 located at 1608 North Serrano Avenue is a two-story eleven unit building.
Parcel 3 located at 1601 North Hobart Boulevard has two, two story buildings with 12 legal
apartments and one illegal unit. Currently, 6 of the total 30 units are vacant.

Current zoning on the two sites is medium- and high-density residential (R3 and R4). The
property is also located within the Vermont/Western Transit Oriented District Specific
Plan/Station Neighborhood Area Plan (SNAP), and is within one-quarter mile of a Metro Red
Line Station.

HCHC is proposing to acquire the properties and pursue the possible development of the site
into improved quality housing. Currently, there are 30 units on the site. Units in the North
Serrano property have been in the City of Los Angeles' Rental Escrow Account Program since
2005, and the North Hobart property has been cited by the County Department of Health for 18
violations. Additionally, many of the residents are currently residing in overcrowded conditions
with as many as between four and seven residents occupying the mostly t-bedroom units.
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Property Appraisal

The proposed combined purchase price $3,485,000 is consistent with the appraised value of the
project parcels.

Proposed Project

By right, at least 47 units can be developed on the site. However, the Borrower is pursuing the
feasibility of securing a density bonus and some entitlement exceptions that would allow for the
potential development of up to 54 units.

Affordability Requirements

After the final determination of the most feasible option and the completion of an environmental
document pursuant to CEQA, additional Board actions will be sought to approve the scope of
the project and the inclusionary and proportionality analysis, and convert the predevelopment
loan to a construction loan. The analysis below is based on the proposed maximum number of
54 units and the Borrower's preliminary unit mix.

The CRA/LA Housing Policy requires that a minimum of 30% of units developed be Very Low,
and that at most 30% are Moderate Income. Attachment C illustrates that the proposed unit mix
would meet the policy requirements.

Inclusionarv Housing Analysis

The CRA/LA is required to comply with the incluslonary housing obligation imposed by Section
33413(b) of the California Community Redevelopment Law that requires 15% of all housing
developed in a Project Area be low- and moderate-income housing subject to long term income
and affordability covenants, of which 40% must be affordable to persons and families of very
low-income. Based on the preliminary proposed unit mix shown in Attachment C, eRA/LA
would be credited with 6 Extremely Low Units, 35 Very Low-Income Units, and 12 Low-Income
Units. Currently, the Inclusionary Housing Obligations have been exceeded in both the East
Hollywood/Beverly-Normandie and Hollywood Redevelopment Project Areas, and staff
anticipates that the obligation will be satisfied and exceeded during the respective
Implementation Plan periods for both areas. Attachment C shows that in East Hollywood, the
obligation to produce a total of 34 low and moderate units has been exceed by 119 and the Very
Low obligation of 13 has been exceeded by 120. It shows that in Hollywood, the obligation to
produce a total 376 low and moderate units has been exceeded by 263 and the Very Low
obligation of 150 units has been exceeded by 273.

Proportionality Housing Analysis

Pursuant to the proportionality requirements of the California Community Redevelopment Law
regarding the use of Low and Moderate Income Housing Funds (LMIHF), combined
expenditures during the implementation plan must allocated funds based on the following
requirements: (1) At least 45% to the Very Low Income category, (2) At least 26% to the Low
Income category, (3) At most 29% to the Moderate Income Category, and (4) No more than
20% restricted to seniors. With the proposed expenditure and potential unit mix, Attachment C
shows that in East Hollywood, the cumulative expenditure for Very-Low Income would be 70%,
exceeding the 45% minimum, Low Income Housing would be 23% and slightly lower than the
26% minimum (however, the Very-Low Income can count in this category as well), and the
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Moderate would be 6% significantly under the maximum allowable expenditure of 30%.
Attachment C shows that in Hollywood, the cumulative expenditure for Very-Low Income would
be 67%, exceeding the 42% minimum, Low Income Housing would be 31%, and slightly over
the 26% minimum and Moderate would be 2% significantly under the maximum allowable
expenditure of 30%.

Financing

This request for CRA/LA to provide $5,027,000 is for 100% of the Acquisition and
Predevelopment costs. It will be secured in part by a First Deed of Trust on the Hobart and
Serrano properties. The loan-to-value will be 144%. The predevelopment expenses will be
secured by assignment of rights of the architectural drawings and other work product to
CRA/LA. The term of the Acquisition and Predevelopment loan will be for twenty-four (24)
months from the date of the Note (subject to a one-year extension) with an annual interest rate
of 3%.

Based on the Borrower's pro forma dated April 22, 2010, the total development cost for the
proposed 54 maximum unit project is $23,694,039 or $438,778 a unit. The borrower has a
successful track record of securing construction and permanent financing for similar projects.
Other funding sources for which the Borrower intends to apply for include a Conventional First
Mortgage, LAHO gap financing, equity financing from tax credit proceeds and an Affordable
Housing Program grant.

Relocation and Replacement Plans

In anticipation of needing to displace the current tenants a Relocation Plan (Attachment D) was
published on May 3, 2010 and copies were made available for public viewing at the CRA/LA
Hollywood and Central offices, the Hollywood Branch of the public library and the East
Hollywood Neighborhood Council. On May 24th

, a presentation was made to the full council of
the East Hollywood Neighborhood 'Council. Additionally, each of the current tenants was
apprised of the availability of the document. The Replacement Housing Plan (Attachment E)
was published on May 4, 2010, posted on the CRA/LA website.

Authority Granted to CEO or Designee

If the Loan Agreement is approved, the CRA/LA Chief Executive Officer or designee would be
authorized to take such action as may be necessary to carry out the Agreement, including but
not limited to, executing the CRA/LA Loan Documents and taking the following actions: (1)
extending the Initial Term of the Loan by up to one additional year for a total not to exceed three
years as provided in Section 3.2.d; and (2) approving revisions to the Project Budget, so long as
the changes do not increase the amount of the CRA/LA Loan or otherwise have a material
adverse impact on the feasibility of the project, as specified in Section 3.3.g and Section 3.9.

Christine Essel
Chief Executive Officer

!Lw~~-
F. Wasserman

Operating Officer
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There is no conflict of interest known to me to exist with regard to any CRA/LA officer or
employee concerning this action.

Attachment A - Site Map
. Attachment B - Predevelopment Budget
Attachment C - Inclusionary and Proportionality Analysis
Attachment D - Relocation Plan
Attachment E - Replacement Housing Plan
Attachment F - Resolution - Replacement Housing Plan


