Joint Council and Redevelopment Agency Agenda Report

Sale Of Redevelopment Agency Owned Property At 3738 Greggory Way #4
March 6, 2007

Page 2

[image: image1.png]



CITY OF SANTA BARBARA


JOINT COUNCIL AND REDEVELOPMENT

AGENCY AGENDA REPORT

AGENDA DATE:
March 6, 2007

TO:


Mayor and Councilmembers




Chairperson and Boardmembers

FROM:

Housing and Redevelopment Division, Community Development Department
SUBJECT:

Sale Of Redevelopment Agency Owned Property At 3738 Greggory Way #4
RECOMMENDATION:  

A.
That Council approve and adopt, by reading of title only, A Resolution of the City Council of the City of Santa Barbara Authorizing the use of Redevelopment Agency Housing Setaside Funds Outside of the Central City Redevelopment Agency Project Area and Approving the Sale of Agency-Owned Property at 3738 Greggory Way #4; and 

B.
That the Agency Board approve and adopt, by reading of title only, A Resolution of the Redevelopment Agency of the City of Santa Barbara, Authorizing the Appropriation of Redevelopment Agency Housing Setaside Funds, the Expenditure of Such Funds Outside of the Central City Redevelopment Agency Project Area and Approving the Sale of Agency-Owned Property at 3738 Greggory Way #4.  
DISCUSSION:
The condominium at 3738 Greggory Way #4 is one of 46 condominiums subject to the City’s affordability restrictions located in the Franciscan Villas condominium complex.  Last year staff became aware that the owner of one three-bedroom unit was in violation of the terms of the affordability covenant by over-encumbering the property with an unapproved loan.  The property owner subsequently defaulted on that loan.  In addition, during this ownership of the property several severe fires caused extensive damage to the unit. 

The lender issued a Notice of Default setting forth its intention to foreclose on the unit.  In accordance with the authority granted to the Agency under Resolution No. 842 to expend affordable Housing Setaside funds to purchase and resell affordable units when such units are in default or foreclosure, the City exercised its option to purchase the unit as provided under the affordability covenant and filed litigation against the property owner and lender.  
In July 2006, the City settled the litigation and entered an agreement with the lender wherein the Agency acquired title to the unit from the lender for the amount of the restricted re-sale value of the unit ($217,300), less the estimated cost to repair the fire damage to the unit ($99,386) and less 6.0% of the resale value to cover escrow costs ($7,074.84).  The Agency therefore paid a total of $110,839.16 to obtain title to the unit free from all liens and claims (including the lenders loan in the amount of $310,000). 

Once the Agency acquired title to the unit it incurred approximately $139,600 to repair the unit.  As mentioned above, the unit had suffered from severe fire damage during the past years.  At the time that the settlement was negotiated, City staff had received an estimate in the amount of $99,386 to complete repair the unit.  Based upon this estimate, staff deducted that amount from the purchase price to be paid to the lender.  The actual work needed to bring the unit up to Agency standards exceeded this amount by $40,214.  Additionally, the holding costs to date for the unit equal approximately $17,200.  This amount includes delinquent homeowner association dues and taxes plus monthly HOA dues, utilities and estimated resale costs.

The Agency intends to sell the property to an eligible moderate-income buyer, subject to a rolling 45-year affordability restriction.  The sale price is contemplated to be $241,000, which is the current maximum sales price for a three bedroom affordable unit restricted to moderate-income buyers. The Agency has spent approximately $268,000 on purchasing, restoring and maintaining this unit.  This results in a short-fall to the Agency of approximately $27,000. 
The buyer for this property will be selected from the Housing and Redevelopment Division “Interest List”.  Moderate-income households of three or more will be invited to tour the property and pick up a lottery application.  City staff will pre-screen applicants and administer a public lottery to determine a priority list of potential buyers who meet income and household criteria.  Each applicant will be assigned a number as his/her name is drawn.  Should the first chosen applicant not fully qualify, the applicant next in line becomes eligible to go through the full qualification process.  Upon approval, escrow process will commence to transfer title to the new owner. 
Health and Safety Code §33431 allows the sale of Agency-owned property without public bidding but only after a public hearing.  Once this public hearing is held and the Council and Board adopt the resolutions and make the required findings to allow use of Housing Funds to cover the funding short fall outside of the Central City Redevelopment Project Area, staff will have fulfilled Code requirements and will be able to proceed with the sale of this unit.
ATTACHMENT:
Itemization of costs

PREPARED BY:
David Gustafson, Housing and Redevelopment Manager/Assistant Community Development Director/dr
SUBMITTED BY:
Paul Casey, Deputy Director
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City Administrator's Office
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