TO:

James App, City Manager

FROM: Ed Gallagher, Community Development Director

SUBJECT: Oak Park Redevelopment: Request for Deferral of Development Impact Fees
DATE: March 6, 2012

Needs: For the City Council to consider a request related to the Redevelopment of Oak

Park Public Housing to defer payment of Sewer and Water Connection Fees,

Development Impact (AB 1600) Fees, and Building Permit Fees for Phase One of

the Redevelopment of Oak Park.

Facts: 1. The request for a fee deferral was filed by the Housing Authority of the
County of Monterey (HACM), on behalf of the Housing Authority of the
City of Paso Robles. (Please see Attachment #1.)

2. The Redevelopment of Oak Park (“project”) proposes to build 302 new low
income apartment units of which 148 units will replace existing and
deteriorating units.

3. The development plan for the project, PD 10001, was approved by the City
Council on June 1, 2010.

4. At its meeting of July 5, 2011, the Redevelopment Agency reserved up to
$2.17 million in Redevelopment Low and Moderate Income Housing
(LMIH) funds to assist the project. These reservations are defined and
conditioned in Resolution RA 11-005. (Please see Attachment #2.)

5. $843,790 of the $2.17 million in LMIH funds addressed by Resolution RA
11-005 were to be used to offset the City’s Water and Sewer Connection
Fees, Development Impact (AB 1600) Fees, and Building Permit Fees. The
Council also provided that payment of City fees (i.e. reimbursement of the
City with LMIH funds) could be deferred.

6. AB 1X 26, which was enacted in 2011 to dissolve redevelopment agencies,
provides that LMIH funds that were not encumbered via a contract must be
surrendered to the State. Therefore, the $2.17 million in LMIH Funds that
were reserved to assist this project may no longer be available.

7. HACM’s current request for a fee deferral in the amount of $1.018

million, would replace their prior request for $2.17 million. It proposes
that the deferral be evidenced by a loan agreement and note, and secured by
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Analysis and
Conclusion:

10.

11.

12.

a deed of trust, and repaid with a term of 17 years and an annual interest rate
of 3.25% simple, to be paid in annual installments using residual receipts
from the Project. (Please see the bottom row on the third page of
Attachment #1.)

SB 654 (Steinberg) and AB 1585 (Perez et al), which are currently
progressing through the Legislature, propose to allow cities that succeed
their redevelopment agencies to retain the ability to use LMIH funds to
assist affordable housing projects.

The project was intended to be developed in phases. Phase One originally
consisted of 69 units of which 39 units would replace existing units and 30
units would be new inventory. In order to prepare a competitive application
for Federal Tax Credit financing, the applicants propose revising Phase One
to build 80 units of which 40 would replace existing units and 40 units
would be new inventory.

The City will not require the payment of fees for the 40 replacement units;
fees will be due for the 40 replacement units.

HACM is filing an application for Federal Low Income Housing Tax Credits
in March 2012. HACM has informed the City that a competitive application
must include a component of financial support from the local government.

California Health and Safety Code Section 34516 provides that the City may
do any and all things necessary or convenient to aid and cooperate in the
planning, undertaking, construction, or operation of housing projects to be
built and operated by a Housing Authority. In this regard the City is
authorized to enter into leases or installment payment contracts without any
limitation on the duration thereof for the purpose of aiding and cooperating
with a housing authority in financing the construction of such housing
projects.

HACM has requested that the City defer, not waive, the fees for the 40 new
units, in the amount of $1.018 million. It proposes that “residual receipts” be the
source of funds to repay the loan. The proforma on Page 3 of their letter
(Attachment #1) shows that residual receipts are expected to average about
$160,000 per year.

Development Impact fees are adjusted annually on July 1 per the Engineering
News Record index. Over the past 5 years, these fees have increased by an

average compounded rate of 3.54%; over the past 9 years, the average

compounded rate increased by 3.79%.
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Resolution RA 11-005 provided that $843,790 for City Fees would be deferred
with a 16 year loan at an interest rate of 3.75% compounded annually. The
intent of that interest rate was to implement the City’s goal of fiscal neutrality.
HACM has requested a rate of 3.25% simple interest.

A fully-amortized loan of $1,018,000 at 3.75% compounded interest over 17
years with annual payments would have annual payments of about $82,000 and
a total payment of $1.395 million over 17 years. This amount is well within the
projected average annual amount of about $160,000 in residual receipts. A
3.25% simple interest rate over the same time period, assuming that 1/17
principal is paid each year, would total $1.316 million over 17 years, or about
$80,000 less than the compounded rate.

It is estimated that the total amount of City Fees for 40 new units will be nearly
$1.12 million if all were paid before July 1, 2012. If HACM is successful in
obtaining Federal Tax Credits in May 2012, it would be required to obtain a
building permit within 6 months. Construction could take 1.5 to 2 years.

If the project obtains an allocation of Federal Low Income Housing Tax Credits,
it will be required to ensure that the units remain affordable to low income
households for at least 30 years. It is recommended that a loan to secure the
requested fee deferral require recordation of an Affordability Covenant for 30
years as well. Should California Community Redevelopment Law be amended to
allow the City to use unencumbered Redevelopment Low and Moderate Income
Housing Funds to be used to assist affordable housing projects, a minimum
affordability period of 55 years would be required.

The requested deferral of fees raises a question about precedence. It may be that
other affordable housing projects seek a similar form of assistance. Health and
Safety Code Section 34516 authorizes the City to provide financial assistance to a
housing authority. However, this section primarily addresses the relationship
between two governmental agencies. The City could also provide financial
assistance to a non-profit housing developer. Presently, the only other affordable
housing project known to the City is Habitat for Humanity’s five units at 2811
Vine Street.

If the State does not enact legislation to allow LMIH Funds to continue to be
used to assist affordable housing projects, there may not be any other substantial
governmental source. For 2012, Congress has significantly reduced the amount
of Federal HOME funds, which have been used to complement LMIH Funds in
the past. What helps mitigate the impact to public infrastructure posed by the
deferment of City fees is the fact that the fees will be repaid with interest during
the life of the 17 year loan.
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Reference:

Fiscal Impact:

Options:

ATTACHMENTS:

California Health and Safety Code Section 34516, 2011 Housing Element; 2006
Economic Strategy

Building Permit and Water and Sewer Connection Fees are paid at the time of

issuance of a building permit; Development Impact Fees are paid at the time of

occupancy. The loan, with its interest payments, is set up to make the General

Plan whole over a 17 year period.

d.

C.

That the City Council adopt attached Resolution 12-XXX to approve a
deferral of City Sewer and Water Connection Fees, Development Impact
(AB 1600) Fees, and Building Permit Fees for Phase One of the
Redevelopment of Oak Park; said deferral to be evidenced by a loan
agreement with a note, and secured by a deed of trust to be recorded against
the Project, with repayment of the deferred fees over 17 years with a
compounded annual average interest rate of 3.75%j; the loan agreement shall
be prepared by the City Attorney and executed by the Housing Authorities
for the City of Paso Robles and County of Monterey.

That the City Council adopt attached Resolution 12-XXX to approve a
deferral of City Sewer and Water Connection Fees, Development Impact
(AB 1600) Fees, and Building Permit Fees for Phase One of the
Redevelopment of Oak Park; said deferral to be evidenced by a loan
agreement with a note, and secured by a deed of trust to be recorded against
the Project, with repayment of the deferred fees over 17 years with a simple
interest rate of 3.25%; the loan agreement shall be prepared by the City
Attorney and executed by the Housing Authorities for the City of Paso
Robles and County of Monterey.

Amend, modify, or reject the above options.

1. Letter from HACM dated February 21, 2012
2. Resolution RA 11-005 Reserving LMIH Funds
3. Resolution Approving a Deferral of City Fees
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Attachment 1
Monterey County Housing Authority
Development Corporation ~ HDC

February 21, 2011

Ed Gallagher

City Planner

1000 Spring Street

Paso Robles, CA 93446

Dear Mr. Gallagher,

On July 6, 2010 the Paso Robles Redevelopment Agency passed Resolution No. RA 10-005,
reserving up to $1.325 Million in Redevelopment funds from the Low and Moderate Income
Housing funds. On July 5, 2011, the Council approved an additional $843,790 which brought
the total reservation up to $2.17 Million (Resolution No. RA 11-005). With the recent court
ruling to eliminate RDAs, that commitment seems in jeopardy. We understand that previous
obligations are subject to an “oversight” committee review and approval. Accordingly, we are
unable to have a firm commitment from the City for these funds and are requesting an alternative
funding resolution.

We would like to request an impact and processing fee deferral in accordance with Health and
Safety Code 34516 which allows for special treatment for a Housing Authority development,
This action will not set a precedent for other developers unless they are Housing Authority
related. The total deferral of those fees are anticipated to be $1,018,000.

As you consider our request, please note the following important aspects of moving this project
forward made possible by granting this fee deferral:

e Removal of community health and safety issues such as permanent remediation of
asbestos, lead, and aging infrastructure , elimination of safety issues associated with
failing gas lines, and elimination of blight within the community

o Thisisa catalyst project identified in the City's Uptown Specific Plan and recently
adopted Housing Element

e Significant reductions in available funding sources leave us few options to bring “public”

funds to assist in our tie-breaker scoring. HOME funds have been cut by 38%.

e In as much as City seeks economic stimulus in this financially constrained time, this
could be considered as “temporary economic consideration”. This shovel ready project
can immediately get into construction providing about 270 jobs (using federal formula
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of $93,000 investment per job and with our new phase | project budgeted at
approximately S25M.

e Our project “preserves” affordable housing as well as increases the affordable housing
stock.

e USDA has committed S3M to invest in our community, only 1 of 5 awards in the
state, but that is subject to us getting deferred fees. We will be at jeopardy if we lose
this City Commitment.

e Our equity partner will bring approximately $18 million dollars to the local economy.

Our current project configuration is at 80 units and, with the insertion of the USDA funding, the
project will be required to be a “net zero” energy consumption model. In order to accommodate
that requirement, we will be coming back to City staff to request the use of solar mounted
carports in order to meet this requirement. The total number of units to be demolished in this
phase is 40.

We understand that a request to extend the Oak Park Redevelopment entitlements are not
necessary at this time. We do request a commitment letter for our March TCAC round to defer
impact and processing fees. We estimate those fees to be around $1,018,000 million dollars and
will commit to paying for them out of residual receipts. (See attached operating projections
showing residual receipts available). USDA proscribes the calculation of these receipts. We are
seeking a 17 year term at 3.25% simple interest. We appreciate the City’s consideration of our
requests.

Sincerely,

m K’\E’:}“‘”\-&/
Starla Warren

President/CEO,

Monterey County Housing
Authority Development Corporation
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Paso Robles - Phase One - 80 Units

Year 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

Effective Gross
Income $1,023,973 $1,110,291 $1,138,049 $1,166,500 $1,195,662 $1,225,554 $1,256,193 $1,287,597 $1,319,787 $1,352,782 $1,386,602 $1,421,267 $1,456,798 $1,493,218 $1,530,549
Operating
Expenses $ 517,669 $ 535787 $ 554,540 $ 573,949 $ 594,037 $ 614,828 $ 636,347 $ 658,619 § 681671 $ 705530 $ 730,223 $ 755781 $ 782,233 $ 809,611 § 837,948
Replacement
Reserves $ 46,000 $ 46,000 $ 46000 $ 46,000 $ 46000 $ 46000 $ 46,000 $ 46,000 $ 46,000 $ 46000 $ 46,000 $ 46000 $ 46,000 $ 46,000 $ 46,000
NOI $ 460,304 $ 528,504 $ 537,509 $ 546,551 $ 555625 $ 564,726 $ 573,846 $ 582978 $ 592116 $ 601,252 $ 610,379 $ 619,486 $ 628,565 $ 637,607 $ 646,601

Debt
Perm Loan -
Tranche A $ 20209 $ 34643 $ 34643 $ 34643 $ 34,643 $ 34643 $ 34643 $ 34643 $ 34643 $ 34643 $ 34643 $ 34643 $ 34643 $ 34643 § 34,643
Perm Loan -
Tranche B $ 169,958 $ 291,356 $ 291,356 $ 201,356 $ 201,356 $ 291,356 $ 291,356 $ 291,356 $ 291,356 $ 201,356 $ 291,356 $ 291,356 $ 201,356 $ 291,356 § 291,356
USDA Loan $ 62283 $ 106,770 $ 106,770 $ 106,770 $ 106,770 $ 106,770 $ 106770 $ 106,770 $ 106,770 $ 106770 $ 106,770 $ 106,770 $ 106,770 $ 106,770 $ 106,770
Residual Reciepts g 207,854 $ 95735 §$ 104,740 $ 113,782 $ 122,856 $ 131,957 $ 141,077 $ 150,200 § 150,347 § 168,483 § 177,610 $ 186717 §$ 195796 $ 204,838 $ 213,832
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Attachment 2

RESOLUTION NO. RA 11-005

A RESOLUTION OF THE REDEVELOPMENT AGENCY OF THE CITY OF PASO ROBLES
RESERVING REDEVELOPMENT LOW AND MODERATE INCOME HOUSING FUNDS TO
ASSIST THE REDEVELOPMENT OF OAK PARK PUBLIC (LOW INCOME) HOUSING

WHEREAS, at its meeting of June 1, 2010, the City Council of the City of El Paso de Robles {the “City
Councit”) approved Planned Development (PD) 10-001 authorizing the redevelopment of Qak Park Public
Housing o include the demolition of the existing 148 residential units and construction-of 302 new low
income units with a public park, community center, and offices (the “Project”); and

WHEREAS, the Housing Authority of the City of Paso Robles and the Housing Authority of the County of
Montetey, who are co-applicants (the “Applicants™) for the Project have indicated an intent to seek Federal
Tax Credit financing for the project, which will require that occupancy of all 302 units be restricted to
households earning 60 percent or less of the Area (County) Median Income; and

WHEREAS, the Applicants have filed a letter, dated June 24, 2010, requesting that the Redevelopment
Agency of the City of Paso Robles {the “Agency”) grant up to $1.325 million in Redevelopment Low and
Moderate Income Housing (LMIH) Funds for the purposes of assisting with construction costs ($450,000)
and for offsetting $875,000 of the estimated development impact fees for Phase One of the Project; and

WHERFEAS, at its meeting of July 6, 2010, the Agency adopted Resolution 10-005 to reserve $1.325 m
LMIH funds to the applicants for a period of 6 months; and

WHEREAS, at its meeting of February 15, 2011, the Agency adopted Resolution 11-002 to grant an
additional 6 months for the reservation of $1.325 million in LMIH funds; and

WHEREAS, the Applicants have filed 2 letter, dated June 24, 2011, requesting that the City of Paso Robles
provide additional financial assistance to the Project by allowing a deferment of payment development
impact and building permit fees for Phase One, which are now estimated to total $843,790 and requesting
that the Agency grant another 6 month time extension for the reservation of $1.325 million in EMIH funds;
and :

WHERFAS the City deferred payment of fees for the Hidden Creek Village an atfordable housing project,
but subject to a loan of LMIH funds to its developer and a Fee Deferral Agreement between the City and the
Agency; and

WHEREAS, the Agency has provided financial assistance with LMIH Funds to other low income housing
projects, to wit, Los Robles Terrace ($120,000 to offset City fees), Creekside Gardens (635,000 for land
acquisition and project development costs), Canyon Creek Apartments (§559,000 for development costs),
Chet Dotter Senior Housing ($1.745 million for development costs, offsetting city building permit and
development impact fees, and costs for pre-development design and environmental studies), and Hidden
Creck Village ($1.0 million to offset city building permit and development impact fees); and

WHEREAS, the Project would help the City meet its low-income housing needs, as set forth in the 2011
Housing Flement of the General Plan and the City’s objective of housing its workforce as stated in the
2006 Economic Strategy;:and

WHEREAS, the Project would further the Agency’s goals and objectives set forth in the 1987

Redevelopment Plan for the Paso Robles Redevelopment Project and the 2010-2014 Redevelopment
Implementation Plan for the use of LMIH Funds; and

RIDA Resolution 11-005 Page 1 of 4

3-06-12 CC Agenda Iltem 10 Page 12 of 17


cjackson
Typewritten Text
Attachment 2


WHEREAS, the 2010-2014 Redevelopment Implementation Plan provides that the Agency may consider
requests to use LMIH Funds to assist large-scale mult-family projects (those with more than 12 dwelling
units); and

WHEREAS, Community Redevelopment Law (Health and Safety Code Sections 33000 et seq.) provides that
the Agency may entet into Participation Agreements and may provide financial assistance for development of
affordable housing opportunities within the community; and

WHEREAS, Community Redevelopment Law (Health and Safety Code Section 33334.3[£) requires that any
multi-family rental housing units assisted with LMIH Funds shall remain available at affordable housing
costs to persons and families of low and moderate income and lower income households for the longest
feasible time, but not less than fifty-five (55) years; and

WHEREAS, awatd of a grant of LMIH Punds needs to be addressed by a Participation Agreement which
sets forth the terms and conditions relating to the LMIH grant, including without limitation an
Affordzble Housing Covenant (the “Affordability Covenant™) to be executed by both parties and
recorded against the Project; and

WHEREAS, as of the date of the Applicant’s request, the Applicants have not yet obtained an allocation of
Federal Tax Credit Financing, not have they submitted evidence of other pre-approved financing for the
Project;

NOW, THEREFORE, BE I'T RESOLVED as follows:

SECTION 1. First Loan for $1.325 Million.

Notwithstanding any and all prior Agency commitments of LMIH Funds to other housing projects and
programs and annual allocations of LMIH Funds for administration of City housing programs, the Agency
hereby reserves up to $1.325 million in future LMIH Funds to be a loan to the Applicants for the purpose of
assisting with constzuction costs for the Project, subject to the following conditions:

1. ‘The form of financial assistance to the Project will be a loan, which may be structured as follows:
a. The principal amount shall be $1.325 million, but the Applicants shall agree to apply for
supplemental sources of financing, which may include an Affordable Housing Program (AHP}
grant from the Federal Home Loan Bank and federal HOME funds, with the understanding that

the principal amount shall be reduced in direct proportion to the amount of supplemental funds
awarded to the Project;

b. The loan shall accrue interest at the rate of 3 percent simple;

. Payments on the loan shall be deferred for a period of 55 years; if at the end of 55 years, the Project
has continually been operated to restrict rent levels for all units to those affordable to lower income
households, as defined by Health and Safety Code Section 50053, the principal amount of the loan
shall be forgiven;

& The loan shall be disbursed from the LMIH Fund to the City as follows:

(1) An initial payment of $550,000 will be made upon issuance of a building permit for construction

cost assistance;

RIDA Resolution 11-005 Page 2 of 4
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(2) A second payment of $400,000 will be made on the second anniversary of the issuance of a
building permuit;

(3) A third payment of $425,000 will be made on the third anniversary of the issuance of 2 building
permit.

SECTION 2. Second Loan for $843.790.

Notwithstanding any and all prior Agency commitments of LMIH Funds to other housing projects and
programs and annual allocations of LMIH Funds for administration of City housing programs, the Agency
hereby reserves up to $843,790 in future LMIH Funds to be a loan to the Applicants for the purpose of
offsetting City building permit and development impact fees for the Project, subject to the following
conditions:

1. The form of financial assistance to the Project will be 2 loan, which may be structured as follows:

2. The principal amount shall be set at the amount of building permit and development impact fees in
effect at the time of issuance of a building permit for the project, acknowledging that certain fees are
not due to be paid until the time of issuance of a Certificate of Occupancy. That amount is
estimated to be $843,790.

b. ‘'The loan shall accrue interest at the rate of 3.75 percent compounded.

c.  Payments on the loan shall be deferred for a petiod of 16 years at which time a balloon payment of
the principal amount of the loan and acctued interest shall be made. The applicant may pre-pay the
loan at any time without penalty, subject only to the amount of interest that has accrued to the date
of payment.

d.  The loan shall be disbutsed from the LMIH Fund to the City in ten (10) annual payments calculated
so that the principal amount of deferred fees plus interest as described in subsection “b”, above,
shall be fully-amortized over a petiod of 10 yeats.

2. The City Council shall agzee to authorize payment of building permit and development impact fees to be
deferred over a period of up to 10 years, allowing dwelling units in the Project to be occupied prior to

full payment of said fees.

SECTION 3. Conditions Common to Both Loans

1. This reservation shall expire six (6) months from the date of this resolution, unless the reservation period
is extended by resolution of the Agency following a submittal of a written request by the Applicants.

2. Priot to distribution of any LMIH funds, the Applicants shall enter into a Participation Agreement (PA)
with the Agency, which shall set forth the terms and conditions for the loan.

3. As a prerequisite to obtaining the loans, Applicants shall submit to City evidence that full financing for
the Project has been approved by the appropriate authorities for each source of financing.

4. 'The PA shall provide that the residents of the Project gualify as “Lower Income Households™, as
defined by Health and Safety Code Section 50079.5.

5. As required by Health and Safety Code Section 33334.3(}), affordability covenants or restrictions shall be
recorded against the subject property. These covenants or restrictions shall serve to limit rent prices of

RDA Resolution 11-005 Page 3 of 4
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the Project to levels affordable to “Lower Income Households”, as set forth in Health and Safety Code
Section 50052.5, fot a period of at least 55 yeats.

SECTION 4, Resolutons RA 10-005 and RA 11-002 Superseded

Resolutions RA 10-005 and RA 11-002 are hereby superseded and repealed.

SECTION 5. Possible Changes in Redevelopment Law

In the event that the State of California enacts legislation that would eliminate Redevelopment Agencics ot
the ability to continue to provide LMIH funding for the Project, i the amounts cited in this resolution, the
Agency has no obligation to provide alternative financial assistance to the Project.

PASSED AND ADOPTED by the Paso Robles Redevelopment Agency on this 5th day of July, 2011 by
the following vote:

AYES: Steinbeck, Strong, Picanco, Hamon, Gilman
NOES:

ABSENT:

ABSTAIN:

Nick Gilman, Chairman

Caryny) ac]%s'o;f(j)cﬁuly Gty Clerk

RIDA Resolation 11-005 Page 4 of 4
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Attachment 3

RESOLUTION NO. 12-XXX

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PASO ROBLES APPROVING A
DEFERRAL OF WATER CONNECTION, SEWER CONNECTION, DEVELOPMENT IMPACT, AND
BUILDING PERMIT FEES TO ASSIST THE REDEVELOPMENT OF OAK PARK PUBLIC
(LOW INCOME) HOUSING

WHEREAS, at its meeting of June 1, 2010, the City Council of the City of El Paso de Robles (the “City
Council”) approved Planned Development (PD) 10-001 authorizing the redevelopment of Oak Park Public
Housing to include the demolition of the existing 148 residential units and construction of 302 new low income
units with a public park, community center, and offices (the “Project”); and

WHEREAS, the Housing Authority of the City of Paso Robles and the Housing Authority of the County of
Monterey, who are co-applicants (the “Applicants”) for the Project, have indicated an intent to seek Federal Low
Income Housing Tax Credit financing for the Project, which will require that occupancy of all 302 units be
restricted to households earning 60 percent or less of the Area (County) Median Income; and

WHEREAS, the Applicants propose that “Phase One” of the Project provide for 80 dwelling units, of which 40
will be replacement units (for existing units) and 40 will be new units; and

WHEREAS, the Applicants have submitted a letter, dated February 21, 2012, requesting that the City of Paso
Robles (the “City”) defer Water Connection, Sewer Connection, Development Impact, and Building Permit Fees
(hereafter collectively referred to as “City Fees”) for the 40 new units in Phase One; and

WHEREAS, the deferral of City Fees would be evidenced by a loan agreement, with a note in the principal
amount of $1,018,000 to be paid over 17 years at an average annual compounded rate of 3.75% from residual
receipts from the Project, and secured by a deed of trust to be recorded against the Project; and

WHEREAS the City has previously deferred payment of City Fees for Hidden Creek Village, an affordable
housing project; and

WHEREAS, the Project would help the City meet its low-income housing needs, as set forth in the 2011
Housing Element of the General Plan and the City’s objective of housing its workforce as stated in the 2006
Economic Strategy; and

WHEREAS, it has been the City’s practice to require that any multi-family rental housing units for lower income
households, as defined by Health and Safety Code Section 50079.5, that obtain financial assistance enter in to an
affordability covenant (“Affordability Covenant”), to be recorded against the units, to ensure that the units
remain available at affordable housing costs to lower income households for the longest feasible time, but not
less than thirty (30) years; and

WHEREAS, the Applicants intend to apply for an allocation of Federal Low Income Housing Tax Credit
Financing, and the City’s approval of the requested deferral of City Fees will enable the Applicants to submit a
more competitive application;

NOW, THEREFORE, BE IT RESOLVED as follows:

SECTION 1. Approval of Deferral of City Fees.

1. The City Council agrees to the deferral of City Fees for Phase One of the Project, to be paid over a period of
up to 17 years from the date of issuance of a Building Permit for construction of dwelling units in Phase One
of the Project subject to the terms and conditions desctibed below, allowing dwelling units in Phase One of
the Project to be occupied prior to full payment of said fees.
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2. The deferral shall be provided in the form of a loan, which shall be structured as follows:

a. The principal amount shall be set at the amount of City Sewer Connection Fees, Water Connection Fees,
Development Impact Fees, and Building Permit Fees in effect at the time of issuance of a Building
Permit for Phase One of the Project, acknowledging that certain fees are not due to be paid until the
time of issuance of a Certificate of Occupancy. That amount is estimated to be, and shall not exceed,
$1.018 million.

b. The loan shall accrue interest at the rate of 3.75 percent compounded annually.

c. The term of the loan shall be 17 years, which shall commence on the date of issuance of a building
permit for construction of dwelling units in Phase One of the Project. Payments shall be made annually
from residual receipts from the Project, to the extent residual receipts ate available to make such
payments; payments shall be credited first to interest, then to principal; the entire remaining unpaid
balance of principal and accrued interest shall be due at the end of the 17-year term. The applicant may
pre-pay the loan at any time without penalty, subject only to the amount of interest that has accrued to
the date of payment.

3. Prior to issuance of a Building Permit for construction of dwelling units in Phase One of the Project, the
Applicants shall enter into a Loan Agreement with the City, to be prepared by the City Attorney, which shall
set forth the terms and conditions for the loan. The Loan Agreement shall include a promissory note to be
executed by the Applicants, and a deed of trust and Affordability Covenant to be recorded against the
Project.

4. 'The Loan Agreement shall provide, and the Affordability Covenant shall ensure, that the units shall be rented
to “Lower Income Households”, as defined by Health and Safety Code Section 50079.5, whose incomes do
not exceed sixty percent (60%) of Area Median Income, at an affordable rent, for a period of at least thirty
(30) years.

5. As a condition to the loan:

a.  Applicants shall submit to City evidence that full financing for construction of Phase One of the Project
has been approved by the appropriate authorities for each source of financing.

b. Applicants shall execute and deliver the note, deed of trust and Affordability Covenant; and the deed of
trust and Affordability Covenant shall be recorded against the Project.

SECTION 2.

The deferral of City Fees authorized by this resolution shall expire one year from the date set forth below, unless
the Loan Agreement has been executed and construction of Phase One of the Project commenced.

PASSED AND ADOPTED by the City Council of the City of Paso Robles on this 6th day of March, 2012
by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Duane Picanco, Chairman
ATTEST:

Caryn Jackson, Deputy City Clerk
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