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M  E  M  O  R  A  N  D  U  M

DATE: 	June 15, 2016					

TO:		Board of Directors
		The Long Beach Community Investment Company 		

FROM:	Amy J. Bodek, President

SUBJECT: 	Multi-Family Rehabilitation Loan – 2001 Cedar  Avenue  (CD 6) 

RECOMMENDATION:

Approve a Multi-Family Rehabilitation Loan in the amount of $715,000 to Ocean Structure for the partial rehabilitation of the property at 2001 Cedar Avenue.

PROPERTY DESCRIPTION AND SCOPE OF PROPOSED REHABILITATION

[bookmark: _GoBack]The property includes a 16-unit apartment building on a 6,318 square foot lot.  If approved, the rehabilitation of nine units and some common area improvements will be funded with a $715,000 HOME loan. The rehabilitation of the other seven units will be funded by the owner at an estimated cost of $650,000. A site map and a photograph of the property are attached (Attachment A).

The property was inspected by Comprehensive Housing Services (CHS), and a work write-up was prepared for the nine HOME units and certain common area elements, which estimated the work to cost $720,550. A construction bid was received from the owner/builder in the amount of $710,000, which is approximately 1.46% under the CHS cost estimate (Attachment B). The proposed scope of rehabilitation for the building and all units includes the following:

· Electrical rewire and service panel replacement.
· Replace kitchen cabinets, countertops, sinks, faucets, disposals.
· Replace kitchen appliances, all water lines, bathroom fixtures, tubs, sinks, vanities, and faucets.
· Install new drain / waste line systems.
· Install new gas lines.
· Install new commercial water heaters.
· Install new high efficiency gas heaters and thermostats.
· Install new laminate flooring throughout.
· Install new interior doors, jambs, and door casings.
· Install new pre-hung, solid core doors with new thresholds, deadbolts, lock-sets, strike-places, door stops and weather stripping.
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· Install new retrofit Title 24 energy compliant windows.  Repair any damage to interior or exterior walls and texture to match the existing surfaces.  
· Pressure wash and paint the building exterior.
· Remove the existing plaster or other wall covering from all walls and ceilings in all rooms.  Replace any deteriorated framing with new studs or joists as necessary.  Install insulation in all exterior walls and install drywall on walls and ceilings. Paint all interior surfaces.
· Repair roof.
· Install new security cameras.  Install access control with a callbox.  Install new fire alarms.
· Install new flooring, plumbing and electrical in the laundry room.
· Install new closets with closet shelves and rods.
· Install window blinds.
· Remove and dispose of existing concrete in the front porch, rear entry landing and north side of the building. Pour and finish new concrete.
· Replace front yard landscape plants with drought tolerant plants to meet city’s water conservation standards.
· Remove existing entry gates and replace with new code compliant gate doors with closer and latch-set.
· Install air conditioning units.

PROPOSED RENTS

The HOME Program requires that in projects with five or more HOME-assisted units, at least 20% of the HOME units must be restricted at very low-income, or Low HOME rents.  Since the project contains nine HOME-assisted units this rule applies.  Therefore, two units must be restricted at the Low HOME rent, and the remaining seven units will be restricted at the low-income, or High Home rents for a minimum of 15 years.

The following chart provides a summary of the proposed rents (less utility allowance):

	[bookmark: _MON_1236152220][bookmark: _MON_1236153290][bookmark: _MON_1236161829][bookmark: _MON_1244962953][bookmark: _MON_1244963070][bookmark: _MON_1244963947][bookmark: _MON_1244964149][bookmark: _MON_1263642755][bookmark: _MON_1263813865][bookmark: _MON_1263815284][bookmark: _MON_1279526547][bookmark: _MON_1279527508][bookmark: _MON_1305445734][bookmark: _MON_1305461144][bookmark: _MON_1305533954][bookmark: _MON_1309344606][bookmark: _MON_1309865652][bookmark: _MON_1309865665][bookmark: _MON_1326545576][bookmark: _MON_1326545623][bookmark: _MON_1326616405][bookmark: _MON_1331637606][bookmark: _MON_1338732209][bookmark: _MON_1338786720][bookmark: _MON_1338787027][bookmark: _MON_1338787202][bookmark: _MON_1338787743][bookmark: _MON_1349503209][bookmark: _MON_1349505448][bookmark: _MON_1349699356][bookmark: _MON_1349700074][bookmark: _MON_1376292308][bookmark: _MON_1376303180][bookmark: _MON_1381737373][bookmark: _MON_1381737821][bookmark: _MON_1384154057][bookmark: _MON_1384154094][bookmark: _MON_1384165605][bookmark: _MON_1423462541][bookmark: _MON_1434195141][bookmark: _MON_1434196235][bookmark: _MON_1434196242][bookmark: _MON_1434202155][bookmark: _MON_1434202195][bookmark: _MON_1434202261][bookmark: _MON_1434202305][bookmark: _MON_1434202324][bookmark: _MON_1434203654][bookmark: _MON_1434203895][bookmark: _MON_1434346901][bookmark: _MON_1434346994][bookmark: _MON_1434347017][bookmark: _MON_1434347032][bookmark: _MON_1434347082][bookmark: _MON_1455534699][bookmark: _MON_1455536676][bookmark: _MON_1077525200][bookmark: _MON_1083569282]No. of Units
	Bedrooms
	Requirements
	Proposed Rents

	2
	0
	Low HOME
	760

	7
	0
	High HOME
	947

	7
	0
	Market
	947

	Total Units: 16
	Total Bedrooms: 0
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PROPERTY INDEBTEDNESS AND PROJECTED CASH FLOW

The applicant currently owns the property, and carries existing mortgage debt in the amount of $1,012,500.  The total debt including the HOME loan is $1,727,500.  The after rehabilitation value is estimated at $2,160,000 and the resulting debt to value is 79.98%.  

The following chart provides details of the property indebtedness and proposed debt to value, and an appraisal report is attached (Attachment C):

	Pre-loan Costs
	$0

	Contingency
	$5,000

	Rehabilitation Loan Amount
	$710,000

	Total HOME Loan
	$715,000

	 
	 

	Existing Mortgage Debt
	$1,012,500

	Total Proposed Debt
	$1,727,500

	Appraised Value After Rehabilitation
	$2,160,000

	Debt to Value
	79.98%



The projected annual gross rents are estimated at $177,336 and the effective gross income after a vacancy rate of 3% is applied is $172,016.  Annual operating expenses are estimated at $49,121 resulting in a net operating income of $122,894.  The annual debt service on existing loans totals $54,559 and the net cash flow is estimated at $68,335.  There are no payments on the HOME loan for the first five years, then the loan is repaid over 15 years with no interest.  The resulting annual debt service on the HOME loan is $47,666.66 beginning in year six.  The estimated net cash flow of $68,335 is sufficient to repay the HOME loan.  A detailed cash flow is attached (Attachment D).

The project will result in the rehabilitation of 14 units, nine of which will be restricted to very low or low-income tenants.  This proposal also supports implementation of Program 3.1 (Home Rehabilitation) of the City’s certified Housing Element.  For these reasons, staff supports this proposal.  


SUGGESTED ACTION: 

	Approve Recommendation.

Attachments:

A.	Site Map and Photographs
	B.	Work Write-Up
	C.	Appraisal
	D.	Cash Flow
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