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February 13, 2007
TO:
Chairperson and Boardmembers
FROM:
Housing and Redevelopment Division, Community Development Department

SUBJECT:
Loan To Habitat For Humanity For Acquisition Of Property Located At 618 San Pascual Street
RECOMMENDATION:
That the Redevelopment Agency Board:
A. Award Habitat for Humanity $400,000 in State Housing Enabled by Local Partnership Program (HELP) funds in the form of a deferred loan for acquisition of the property located at 618 San Pascual Street for future development of affordable housing; and
B. Authorize the Executive Director to execute a loan agreement and related documents in a form approved by Agency Counsel.

DISCUSSION:

Habitat for Humanity (Habitat) seeks to acquire a vacant site for the construction of new condominium housing units. The roughly 6,600 square foot site is located near the intersection of San Pascual and West Cota Streets and is currently owned by Anthony Kar. Habitat seeks short-term financial assistance from the Agency to cover the majority of the site acquisition cost.
A fire destroyed the single-family home on the property in May 2005, and the site was subsequently cleared (however, utility lines are still intact). Habitat’s preliminary plans call for four or five units on the site (one- and two-bedroom units) that would be affordable to low income household purchasers. As proposed, the project would include density bonus units and would require a parking modification. Preliminary discussions with the City’s Planning Division staff indicate that the proposal is reasonable, but will still require proper approvals through the planning process.
The property has been on the market for a number of months, with the sale price steadily dropping from a high of $895,000. Habitat quickly submitted a successful offer at 
the asking price last December, when it dropped to $495,000. Closing is targeted for 
mid-March.

Habitat plans to cover the acquisition and predevelopment costs (totaling $600,000) from two sources – $400,000 from the Agency’s Housing Enabled by Local Partnership (HELP) funds and $200,000 from the Santa Barbara Housing Trust Fund. Both loans would be short-term loans at low interest rates. The proposed $400,000 HELP loan would have a 3 percent interest rate and would be deferred until its one lump sum payment is due at the end of its term (November 2009). The $200,000 Housing Trust Fund loan is expected to have an interest rate of 3.5 percent, with interest only payments due quarterly during the term of the loan, and a balloon payment due at the end of its term (March 2009). The Housing Trust Fund is receptive and is reviewing Habitat’s request for funding.
The Agency’s HELP loan would be secured by a deed of trust recorded in second position against the property, behind the Housing Trust Fund loan. The appraisal for the property has not been completed yet. Staff predicts that the appraisal would likely indicate that a portion of the Agency’s HELP loan would be unsecured (staff estimates about 25%). The proposed position of the Agency on title and unsecured portion of the loan are not atypical for affordable housing projects the Agency has assisted in the past.
Habitat has a proven local track record in fund raising. They have raised $965,000 for their current project on Via Lucero. Habitat’s fundraising projections for the new project total $1,065,700 through the end of 2009. Their sources include private contributions and grants from foundations, corporations, and churches. Based on previous performance, it appears likely that Habitat would be able to repay the $600,000 plus interest in short-term loans by the end of 2009.
In identifying the balance of the funds needed for the project, Habitat plans to rely on their traditional sources of donated materials, services and volunteer labor and also plans to request federal Home Investment Partnership Program (HOME) funds from the City at a later date, when project plans have been more fully developed.
Staff supports the use of HELP funds for this project. The funds were loaned to the Agency for providing short-term financial assistance to developers building downtown worker housing projects. Since there are no other downtown worker housing projects in the pipeline, the State agreed to expand the geographical area to include projects like Habitat’s that are outside the downtown core.
Should the appraisal not be complete by the time this report is presented to the Agency Board on February 13, then staff advises that the recommended award be contingent upon completion of the appraisal in an amount equal to the purchase price of $495,000. Staff also advises that the recommended award be contingent upon securing the $200,000 loan from the Housing Trust Fund, or from alternate sources.
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