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At its meeting on January 25, 2018, the L.A. For Kids Steering Committee (LAFKSC) adopted the 
recommendations of the attached Bureau of Engineering (BOE) report, which is hereby 
transmitted for Council consideration. Adoption of the report recommendations would authorize 
the City Engineer to negotiate and execute a Subordination Agreement and related documents 
for Proposition K Grant Agreement Nos. C-119014 and C-119025.

Pico Union Flousing Corporation (PUFIC) was approved fora loan from California Bank and Trust 
(Bank) in the amount of $3.3 million which will be used to pay off the $2.9 million balance on a 
loan from the former owner of the property where PUHC’s corporate office is located at 1038 
Venice Blvd. This is also where the Proposition K funded basketball court and lighting projects 
are located. The remaining balance of $390,275 from the new loan will be used to support 
PUHC’s social/educational programs and organizational costs. In order to secure the loan, the 
Bank is requiring that its deed of trust securing its loan be in first position. By subordinating its 
interest, the City will facilitate PUHC obtaining the new loan, ensure that the former property 
owner does not foreclose on the existing loan, and will enable PUHC to continue to provide the 
recreational services and maintenance of the basketball court and lighting for the benefit of youth 
in a high-need neighborhood.

The execution of a Subordination Agreement and related documents is subject to PUHC 
executing and recording an Amended Deed of Trust and Assignment of Rents for each of the two 
Grant Agreements to include all of the parcels that comprise PUHC’s headquarters as well as 
review and approval by the City Attorney. There is no immediate impact on the General Fund as 
a result of the recommended actions.

Richard H. Llewellyn,/Jr., 
Interim City Administrative Officer 

Chair, L.A. for Kids Steering mmittei

RHL:MGR:05180089
CAO 649-d



CITY Or Luo ANGELES 
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LA. FOR KIDS STEERING COMMITTEE MEETING, JANUARY 25, 2018
AGENDA ITEM (4)

BUREAU OF ENGINEERING

January 25,2018DATE:

Proposition K - L.A. for Kids Steering CommitteeTO
Of. '

FROM: Neil Drucl r, Prograi lanager
Proposition K, L.A. for Kids Program 
Bureau of Engineering

SUBJECT: PICO UNION HOUSING CORPORATION - REQUEST FOR 
SUBORDINATION OF THE CITY’S DEEDS OF TRUST REGARDING:

* PROPOSITION K GRANT AGREEMENT NO. C-119014 
(OUTDOOR BASKETBALL COURT)
(PROP K ID Number C-189-7) (CD 1)

• PROPOSITION K GRANT AGREEMENT NO. C-119025 
(OUTDOOR BASKETBALL COURT LIGHTING)
(PROP K ID Number C-190-7) (CD 1)

RECOMMENDATION

L.A. for KidsThe Bureau of Engineering (BOE) recommends that the Proposition K 
Steering Committee recommend that City Council:

!

1. Approve Pico Union Housing Corporation’s request that the City subordinate the 
City’s Deed of Trust and Assignment of Rents, as amended, relating to the 
Promissory Notes for each of the following:

a. Proposition K Grant Agreement No. C-119014 for the Pico Union Housing 
Corporation - Outdoor Basketball Court Project; and

b. Proposition K Grant Agreement No. C-119025 for the Pico Union Housing 
Corporation - Outdoor Basketball Court Lighting Project.

2. Authorize the City Engineer to negotiate and execute a Subordination 
Agreement, and related documents), for each of the above-reference 
Proposition K Grant Agreements, to effectuate the subordination, subject to: 

a. Pico Union Housing Corporation executing and recording an Amended 
Deed of Trust and Assignment of Rents for each of the two Grant 
Agreements, to include ail of the parcels that comprise Pico Union 
Housing Corporation’s headquarters located at 1038 Venice Boulevard, 
Los Angeles, CA 90015; and
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b. Review and approval of the Subordination Agreements and related 
documents by the City Attorney.

DISC 'J SS !0 N/BAC KG RO UN D

Pico Union Housing Corporation (“PUHC") submitted two separate proposals for 
Proposition K competitive funding in response to the Proposition K Request for 
Proposals for the 7th Funding Cycle. PUHC was awarded $250,000 for the Outdoor Half 
Basketball Court Project and $116,065 for the Outdoor Half Basketball Court Lighting 
Project. Both projects are located at 1038 Venice Boulevard, Los Angeles, California 
90015, which is also where PUHC has its corporate office.

in June 27, 2011, Proposition K Grant Agreement No. C-119014 between the City and 
PUHC was executed for the Outdoor Half Basketball Court Project, and on June 29, 
2011, Proposition K Grant Agreement No. C-119025 was executed for the Outdoor Half 
Basketball Court Lighting Project. Under the grant agreements, design and construction 
was to be completed by June 28, 2013. During design of the basketball court, PUHC’s 
architect recommended changing the scope of the project to be a full basketball court. 
This would allow for broader use of the court by youth for regulation games, intramural 
sports, and other competitions. There was also a funding gap for the project.

In response to PUHC’s request, on February 18, 2015, Council approved amending the 
grant agreement to change the scope to be a full size court and to extend the deadline 
for completion of design and construction to December 31, 2015. First Amendment to 
Grant Agreement No. C-119014 and the First Amendment to Grant Agreement No. C- 
119025 were both executed on March 23, 2015. Completion of the basketball court and 
lighting was further delayed due to the bidding process to select a construction 
contractor and the lighting/electrical approval process with the Department of Water and 
Power. In response to PUHC’s request, on October 25, 2016, Council approved 
extending the deadline for completion of design and construction to March 31, 2017. 
Amendment No. 2 for each of the grant agreements was executed on December 7, 
2016.

The Outdoor Basketball Court Project and the Outdoor Basketball Lighting Project, 
including all closeout related activities, were completed as of September 28, 2017. 
BOE has disbursed reimbursement payments to PUHC for all project costs for both of 
these projects. PUHC’s services and maintenance payback period of 10 years 
commenced on September 28, 2017, which is when BOE issued a Notice of 
Completion.

PUHC currently has an outstanding balance of $2,890,974.82 on an interest-only loan 
from the former owner of the property from when PUHC purchased the property where 
its corporate office is located at 1038 Venice Blvd, Los Angeles, CA 80015. This is also 
where the Proposition K funded basketball court and lighting projects are located. By 
letter dated October 20, 2017 (Attachment No. 1), PUHC informed BOE that they have
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been approved for a loan from California Bank & Trust in the amount of $3,281,250.00. 
PUHC represents that the new loan will be used to pay off the $2,890,974.82 balance 
on the loan from the former owner of the property. The remaining $390,275.18 in 
proceeds from the new loan will be used to support PUHC’s social/educational 
programs and organizational costs. PUHC has also informed BOE that some of those 
funds will be used for pre-development work on a proposed 81-unit affordable housing 
project for families and the elderly that PUHC intends to develop on this site. The 
basketball court and lighting would continue to exist at its current location and would 
serve the youth residing in the affordable housing and would continue to be open to the 
public, thus serving youth from the community.

In order to ensure that PUHC provides the services and maintains the basketball court 
and lighting for the requisite 10 year payback term, concurrent with executing each of 
the Grant Agreements, PUHC also executed a Promissory Note secured by a Deed of 
Trust and an Option to Lease relating to each of the Grant Agreements. California Bank 
& Trust, the new lender, is requiring that its deed of trust securing its loan be in first 
position. Thus, the PUHC is requesting that the City subordinate its secured interest to 
California Bank & Trust's interest. If the subordination is approved, the City’s secured 
interest would be in second position to that of California Bank & Trust. California Bank 
& Trust is also requiring subordination of the City’s leasehold interest in the property 
(Option to Lease). Once the loan from the former owner is paid off, there would be no 
other outstanding loans on the property besides the new loan from California Bank & 
Trust.

i

The deed of trust to secure the loan from California Bank & Trust will include all of the 
property that comprises PUHC’s corporate office, which is located at the southeast 
corner of Venice Boulevard and South Union Avenue. See Attachment No, 2, an aerial 
view of the site. The parcels that comprise the site, and their appraised values are as 
follows (See Attachment No. 3, excerpts from the Appraisal Report):

$2,440,0001034 Venice Boulevard 
APN: 5135-024-035

$1,080,0001038-1044 Venice Boulevard 
APN: 5135-024-011, -033 & -034
1041 W. 17"®1 Street 
APN: 5135-024-005

$ 880,000

$4,400,000Subtotal
($25,000)Less Cost to Cure Property Conditions

$4,375,000Market Value of the Real Property (Aggregate)

The Promissory Note for the Basketball Court Project Is for $250,000 and the 
Promissory Note for the Basketball Court Lighting Project is for $116,065, for a 
combined total of $366,065. Proposition K Grant Agreement No. C-119014 and Grant
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Agreement No. C-119025, at Section 216, Subsection A - Grantee Mortgages, Sales or 
Transfers of Property, provide that the Grantee may not. . encumber or increase the 
mortgage, liens, or other encumbrances against the property such that the equity in the 
property will be less than the Proposition K Grant amount.” The City’s Deeds of Trust 
are secured only by the property identified as 1038-1044 Venice Boulevard (APN: 5135
024-011, -033 & -034), which is appraised at $1,080,000

The property that comprises PUHC’s corporate office has an aggregate appraised value 
of $4,375,000. The new loan is for $3,281,250. This leaves $1,484,025.18 in equity in 
the property, which is greater than the Proposition K grant amount of $366,065 for both 
projects combined. However, the City’s Deed of Trust is only secured by the property 
that is valued at $1,080,000. To subordinate the City’s interest in that property to the 
new $3,281,250 loan would leave no equity in the property that secures the City’s Deed 
of Trust.

In order to facilitate the subordination of the City's interest and comply with Section 216 
of each of the Grant Agreements, PUHC has agreed to execute and record an 
Amended Deed of Trust in favor of the City for each of the Grant Agreements. Each 
Amended Deed of Trust would include the three properties listed in the table above, 
with an aggregate value of $4,375,000. As stated above, once the new loan for 
$3,281,250 is funded, there is still $1,484,025 in equity left on the property that secures 
the City’s interest of $366,065. Subordinating the City’s interest would still comply with 
Section 216 of the Grant Agreements. PUHC has agreed to execute and record, as 
applicable, any other documents necessary to effectuate the subordination of the City's 
interest. By agreeing to subordinate its interest, the City will facilitate PUHC obtaining 
the loan discussed in this report, will ensure that the former owner of the property does 
not foreclose on the
payment, will enable PUHC to continue to provide the recreational services and 
maintenance of the basketball court and lighting for the benefit of youth in this high- 
need neighborhood, and will help PUHC begin its predeveiopment work toward 
developing affordable housing at the site.

existing loan since PUHC has not made the required balloon

The Bureau of Engineering recommends that the Proposition K - L.A. for Kids Steering 
Committee recommend to the City Council that it approve Pico Union’s Housing 
Corporation’s subordination request and authorize the City Engineer to negotiate and 
execute a subordination agreement relating to each of the Proposition K Grant 
Agreements, and any related documents necessary to effectuate the subordination and 
to secure the City’s interest. Executing the subordination agreement and related 
documents is subject to PUHC executing and recording an Amended Deed of Trust and 
Assignment of Rents that includes the properties identified above with an aggregate 
value of $4,375,000, and executing and recording, as applicable, any related 
documents, all of which would be subject to review and approval by the City Attorney. 
Related documents may include, but are not limited to, promissory notes, options to 
lease, and subordination of options to lease.
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Attachments
1. Letter dated October 20, 2017, from Pico Union Housing Corporation requesting 

subordination (1 page)
2. Excerpts from Appraisal Report for the property located at 1038 Venice Blvd, Los 

Angeles (4 pages)
3. Aerial view of the Pico Union Housing Corporation site (1 page)
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Pico Union Housing Corporation

iti38 West Venice Blvd. 
Los Angeles, CA 9th) 1 5 

Tel: 213.747.2790 
Fax: 213.867.0341

October 20, 2017

Department of Public Works 
Bureau of Engineering 
Proposition K
1149 S. Broadway, Suite 860 
Los Angeles, CA 90015

Attn: David Moss, Sr, Management Analyst — H

RE: Outdoor Basketball Court (C-119014)
Outdoor Basketball Court Lighting Project (C-11902,5)

Dear Mr. Moss:

Pico Union Housing Cotpo ration (PUHC) is requesting the subordination of the Deed of Trust and 
Assignment of Rents dated June 14,2011 in the amount of $250,000.00. We are currently 
refinancing the loan of our corporate office located at 1038 Venice Blvd., Los Angeles, CA 90015 
with Californio Bank and Trust (CBT). The subordination of the deed is needed as soon as possible 
as this is holding up the closing of our loan request in the amount of $3,281,250.00.

The loan proceeds will be used to pay off a private loan to the former owner of the property in 
the amount of $2,890,974.82, the loan is only an interest loan with a balloon payment due on 
January 25,2005. The Holder of the note is growing impatient with our delay on the payment 
and it might foreclose at any time, if we lose the property it will be detrimental to the 
community. The property is to be use for development of 81 units of affordable housing for 
families and elderly.

the balance of the loan $390,275.18 will be used to support to support the social/educational 
programs and organizational costs.

Enclosed find a copy of the appraisal that was requested by CBT and the PUHC financials.

Should you have any questions regarding this matter, please contact me at (213) 747-2790.

Sincerely

Gloria Farias 

Executive Director

Cc: Jacob John 
Genny Alberts
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An Appraisal Report of

An Office Building with Excess Land 
Located in

Los Angeles, California

PREPARED FOR

MR. Thomas G. Walker, MAI 
1st Vice President & Regional Appraisal Manager 

Appraisal Department

California Bank & Trust, a Division of ZB, N.A. 
1900 Main Street, #200 

Irvine, CA 92614

1
Prepared by
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bank file#: CBC-17-000215-01-01

2929 Edinger Avenue, Tustin, CA 92780 949-733-0070 Fax 949-733-0073 www.heironco.com 
* Herron California * Herron Michigan • Herron Tennessee * Herron Environmental

http://www.heironco.com


0- -hfa&h/ivf/Lrf' 

fjj. £ f $-

Mr. Thomas G. Walker, MAE

Enforcement Act (FIRREA). It is also subject to very specific limiting conditions presented 
in Addendum “A” (please read). This letter is an integral part of an appraisal report and 
should not be considered out of that context.

Based on the investigation and analyses and on our experience as real estate appraisers, we 
have formed the opinion that, subject to the premises, assumptions, and limiting conditions 
set forth in this report, the property described herein has a market value amounting to:

1034 Venice Boulevard tA?N: 5135-024-0351 
Fee Simple Value of die Real Property $2,440,000

1038-1044 Venice Boulevard fAPN: 5135-024-011. -033 & -0341 
Fee Simple Value of the Real Property

1041 W. 17th Street 15135-024-0051 
Fee Simple Value of the Real Property

$1,080,000

$ S80.000

Subtotal
Less Cost to Cure Property Conditions

$4,400,000 
{ 25.0001

Fee Simple “As Is” Market Value of the Real Property (Aggregate) 34375,000

This report is intended for the use of California Bank and Trust and its designees. No copying or 
distribution of any part of this report is authorized without the Bank’s written consent. Bank 
makes no representation as to the accuracy of any information or conclusion in the report. (

The indicated value conclusions represent , the value of the real property only; no personal 
property or intangible assets have been included in this analysis. Marketing time for the 
subject property is estimated to be 7-9 months; exposure time is estimated at 7-9 months. 
The value is presented as an aggregate value.

It is our analysis that any discount applied for a bulk sale of the aggregate to select number of 
buyers is offset by another set of buyers that may pay a premium to have the assembled 
parcels together in an efficient manner for the development of a larger project. Thus, no bulk 
discount or premium is applied to the aggregate value.

The intended use of this appraisal is for possible underwriting of a loan transaction; it is not 
intended to be used or relied upon for any other decision-making purpose. The intended 
users of this appraisal include California Bank & Trust, a division of ZB, N.A., any other 
participating financial institutions, and regulating governmental agencies; no other entity is 
authorized to use or rely on this appraisal for any reason without the express written consent 
of Herron Companies,
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California Bank & Trust (C3&T) Discussion Terra Sheet 
By its receipt ol this letter, Borrower acknowledges that the foregoing is only a summary of basic loan terms, and that if the 
Loan described herein or as described in any subsequent terms sheet is ultimately approved by the Bank's credit committee, 
the final Loan Documents may include different loan terms and conditions, and also will include such usual and customary 
additional terms and conditions as Lender deems necessary or appropriate under its final credit approval. Please be advised 
that the representatives and agents of Bank (whether or not they are employees of Bank) that may participate in discussions 
on behalf of Lender concerning the Loan arc not authorized to enter into any binding agreement pursuant unless and until 
final credit approval Tor such binding agreement is obtained by the Bank's credit committee. Once approved, Loan 
Documents will be prepared and sent to you for your review and approval. To the extent that a conflict exists between 
provisions contained in this or any other terms sheet and the final Loan Documents, the provisions contained in the Loan 
Documents will control.

This Discussion sheet is not a commitment to tend, either expressed or implied, and does not impose any obligation on 
Lender to issue a commitment letter or to make the Loan under the terms set forth herein, or under any other express 
terms and conditions. The terms and conditions outlined above are not all-inclusive, but merely reflect tbc parties’ 
non-binding discussions to date and arc subject to change. Please be advised that the Bank bus ny obligation 
whatsoever to discuss, negotiate or to agree to any specific terns and conditions, whether set forth herein or in any 
subsequent communications between the parties. The issuance of a final approval to make the Iman will be subject to 
full and complete underwriting, diligence, and documentation and credit committee approval. The contents hereof are 
confidential and are intended for use exclusively by the parties, their advisors and legoi counsel in connection with the 
Loan from Bank and may not be disclosed to any third party by Borrower or its representatives

PROPOSED LOAN TERMS & CONDITIONS:

Borrower, 

Loan Purpose:

Pico Union Housing Corporation, a California nonprofit organization

Pay-off current office building loan and provide cash oul to support Borrower’s 
affordable housing activities.

Not to exceed the lesser of:
S4,000,000‘,
70% Loan to Value based on a to-be-ordered MAI appraisal acceptable to 
Lender;

Loan Amount:
i)
it)

Equity Requirement: None 

Coflateral: 1) First deed of trust on the land and all improvements existing located at 1038 West 
Venice Blvd., Los Angeles, CA 90015

2) A UCC financing statement regarding the personal property covered by She 
mortgage/deed of trust;

3) To the extent applicable, collateral assignment of leases, rents, licenses, permits and 
agreements with municipalities, approvals, contracts, and other agreements related 
to the Property.

The following options are available;
* 10 years (120 months)

Term:

The following Interest Rare options are available:
* 5 Year LIBOR 4- 2.509c, fixed. The Interest Rate will reset and be fixed at the 

beginning of each 5 year period al the then 5 Year LIBOR +2.50%.
* 3 Year LIBOR + 2.50%, fixed. The Interest Rato will reset and be fixed at the 

beginning of each 3 year period at the then 3 Year LIBOR +2.50%.
■ 7 Year LIBOR + 2.50%, fixed- An indicative rate as of today is 4.72%. The

Interest Rule will reset and be fixed at the then 3 Year LIBOR + 2.50%.
* Prime Rate +1.15%, fixed. An indicate rate as of today is 4,90%.

Interest Rate*



fl-hfaeftfiif-prf 

M> £Lt Tfajg*

mm 7l Moil Housing Carp.%'it

Bontaiwr Reporting To include but not limited to: 
Requirements: (1) Annual Audited Financial Statements: Due within 45 days of completion. 

Financial Statements to be certified in accordance with GAAP and include: 
Balance Sheet with supporting schedules and Income Statement. In addition, an 
Organizational Chart that includes the name, address, phone number and 
employment of Key Management Individuals anti Governing Board Members.

(2) Tax Returns: Within 45 days, if requested by Lender
i.O Annual Budget to be provided within 60 days of the start of the fiscal year,

I

Borrower shall pay all reasonable third-party costs and expenses associated with the 
proposed transaction including, but not limited to Lender's legal fees, due diligence 
costs, appraisal fees, environmental review fees, title policy costs, recording costs, any 
other third-pmiy consultants or engineers engaged by Lender, and other related costs 
incurred by Lender.

Expenses;

Certain other covenants and conditions shall apply as follows:
1) MAI Appraisal acceptable to Lender demonstrating compliance with the Maximum 

Loan Amount must be reviewed and approved prior to loan closing;
2) Maintain deposit account with CB&T with automatic payment.
3) Completion of satisfactory financial review for the Borrower and Guarantor;
4) Lender must review and approve of the Borrower's Construction Budget, including 

any General Contractor budget or contracts. Lender may engage a third-party 
construction review Farm to perform the initial plan & cost review, as well as site 
inspections during the renovation;

5) Lender must review and approve a Phase I Environmental site assessment for the 
subject property prior to loan closing;

6) Satisfactory Lender review of Property Condition Report and Seismic Evaluation;
?) ALTA Policy (if applicable! of title insurance and survey with Lenders standard

endorsements:
8) Satisfactory review of all title, zoning, entitlement information/documentalioo;
9) Review and approval of Entity documents and all Financial and organizational 

documents of Borrower, including review of organizational structure, ownership, 
and cash flow stmcrure/documentatioii;

10) No third-party debt in Borrower entity or on the subjecL property, except for (i) 
customary trade payables, (ii> debt approved by Lender in writing, and:

11} Due Diligence Deposit of Slfi.000, to be collected prior to Lender’s ordering of 
third-party reports; and

12) Such other closing conditions as Lender may reasonably require.

Other Comlilionx:
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Pico-Union Housing Corporation
' 038 Venice Boulevard, Lgs Angeles, CA 90015
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