PLACER COUNTY

REDEVELOPMENT AGENCY
MEMORANDUM
TO:
FROM:
DATE:
SUBJECT:

Honorable Members of the Redevelopment Agency Board
Thomas M. Miller, Director
James LoBue, Deputy Director
February 22,2011
Quartz Ridge Family Apartments, L.P., Disposition, Development, and Loan
Agreement

ACTION REQUESTED
Conduct a public hearing pursuant to California Health and Safety Code Sections 33431 and 33433
and adopt a resolution (1) approving a 33433 Report and Reuse Appraisal; (2) approving disposition
of real property 360 Silver Bend Way, Auburn, APN: 054-171-031, 054-171-032, 054-171-035,
054-171-036, 054-171-037, and 054-171-038 to Quartz Ridge Family Apartments, L.P.; (3)
approving a Disposition, Development, and Loan Agreement and related documents with Quartz
Ridge Family Apartments, L.P.; (4) authorizing an expenditure of $2,000,000 in Redevelopment
Housing Funds for the Quartz Ridge Family Housing Project(currently known as Miner's Ridge
Family Apartments); and (5) authorizing for the Redevelopment Director or his designee to execute
the aforementioned agreements and associated documents.
BACKGROUND

In 2008, the Redevelopment Agency (Agency) acquired the vacant real property located at 360
Silver Bend Way, Auburn, CA (Site). On May 26, 2009, your Board authorized the Agency to
issue a Request for Proposals (RFP) for development of the Site. After receipt of four proposals,
a review panel was convened. The review panel participants scored the proposals based on
criteria relating to the proponents' dem~mstrated experience and capability, their demonstrated
financial knowledge and access to resources, and the quality of their proposals. The companies
that submitted the top two proposals were requested to interview with Agency management staff.
Those interviews were conducted on September 3, 2009. The Agency selected USA Properties
Fund, Inc's. proposal based on the review panel's scoring, the results of the company interviews,
and the proposal's compatibility with the goals of the Agency. USA Properties Fund, Inc. has
formed Quartz Ridge Family Apartments, L.P. (Developer), a California limited partnership, to
be the deVeloper for this project.
On November 17,2009, your Board approved an Exclusive Negotiating Rights Agreement and a
subsequent Amendment with USA Properties Fund, Inc. for the development of new affordable
housing and associated improvements at 360 Silver Bend Way in Auburn. The Developer has
since received entitlement approvals for the affordable housing development for the Site from
the County .. California Environmental Quality Act (CEQA) review is also complete. The project
is currently named Miner's Ridge Family Apartments but the developer proposes to change the
name to Quartz Ridge Family Apartments after the permits process has been completed.
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The Developer is proceeding to apply for Federal Low-Income Housing Tax Credits (Tax
Credits) through the State of California Tax Credit Allocation Committee for the Quartz Ridge
Family Apartments development. Tax Credits were created by the Tax Reform Act of 1986 as a
method of funding housing affordable to low-income households. They are used to leverage
private capital and typically finance the bulk of construction costs. The next Tax Credits funding
application deadline is March 2011.
In order to qualify for the Tax Credits, the project must have an approved Disposition,
Development, and Loan Agreement (DDA) or comparable financing and property disposition
commitments. The proposed DDA outlines pledges by the Agency to provide land, funding, and
technical assistance for the project. It also details the Developer's obligations to design, build,
manage, and maintain the development.
Development Description
The proposed development consists of 64 units, 31 of which will be affordable to low- and very
low-income residents and one manager's unit. Although the Agency has restricted 31 units at
rents affordable to residents at or below 80% of the Area Median Income (AMI), the Developer
has indicated that it intends to restrict the other units at affordable rents to comply with Tax
Credit guidelines.
Development Team
Quartz Ridge Family Apartments, L.P .. is the developer for the project. USA Construction
Management, Inc. will construct the project and USA Multi-family Management, Inc. will serve
as the property manager. USA Properties Fund, Inc. (USA) was founded in 1981 and is led by
Geoffrey C. Brown, President. USA has worked with over 21 housing and redevelopment
agencies throughout California and Nevada. USA came highly recommended by the three local
agencies we contacted as references. USA has developed over 9,000 units of family and senior
apartments in over 70 communities in California and Nevada.
Property Manager·
The project will be professionally managed by USA Multi-family Management, Inc. which is a
subsidiary of USA Properties Fund, Inc. USA Multi-family Management was created in 1993
and manages over 70 apartment communities.
Tenant Support Services
USA partners with Riverside Charitable Corporation for tenant support services. LifeSTEPS
(Life Skills Training and Education Programs, Inc.) works to strengthen families and
communities through education and social service programs.
Financing Plan
The project's total cost estimate is $19,263,847. The Tax Credits application requires all other
funding commitments to be in place by the application submittal deadline. Implementation of
the project will be contingent on the layering and coordination of multiple funding sources.
Following is a description of these sources. A project financing Sources and Uses Table is also
provided as an attachment.
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Private Loan
The project financing plan projects a private bank loan of $1,600,000 to contribute towards the
overall development cost. This loan will be serviced with the rent revenue collected from the
project. The amount of the loan will be limited because the rents will be required by the Tax
Credits funding agreement to be restricted to levels that are affordable to low- and very low.
income residents.
Deferred Developer Fee
Tax Credits regulations provide for Tax Credits proceeds to pay a developer fee up to
$1,400,000. This fee is the Developer's entire payment for the project and is split among the
managing and limited partners. Tax Credits regulations allow for a higher developer fee to be
paid from other sources. The DDA provides for an additional developer fee up to $600,000. Of
the additional fee $313,271 will be deferred to be paid to the Developer only if the project
realizes net savings at the end of construction and/or in annual operation.
Tax Credits Investment
Tax Credits provide an exemption from Federal income tax for project investors. The financing
plan estimates that investors will pay $14,135,576 to the project to acquire these exemptions. It
is the largest single funding source for the project.
Agency Gap Financing & Land Loan
The Agency, with assistance from its development finance consultant Keyser Marston
Associates, has engaged in pro forma analysis and financial negotiation with the Developer. At
the conclusion of this process the Agency determined that the proposed project has a funding gap
of $2,000,000 after the application of the above described funding sources. The Agency has
entered into a predevelopment loan for up to $350,000 with the Developer. The predevelopment
loan amount is included in the $2,000,000 that is proposed as additional funding for the
completion of the· project and will be included in the form of a residual receipts loan to the
Developer. The Agency will also provide a loan for the purchase of the property based on its
current appraised value of one million, two hundred fifteen thousand dollars ($1,215,000). The
loans will be secured by deeds of trust and regulatory agreements on the property.
Disposition, Development, and Loan Agreement
The DDA contains all the terms and conditions relating to the disposition of the property and the
design, construction, financing, and operation of the project. It is the legal instrument that
governs the relationship between the Agency and Developer until the development is complete.
Basic terms of the DDA stipulate that the Agency will provide to the Developer the property and
construction gap financing if, and when, the project has received a Tax Credits award, building
permit approvals, full financing, and the project is ready to begin construction. The Developer
agrees to comply with the project financing plan and to design, build, and operate the 31 Agency
restricted units in accordance with approved entitlement and permit approvals and the financing
stipulations of the DDA. In addition, the Developer will continue to manage and operate the
housing in good condition for at least 55 years and restrict rents at levels affordable to low- and
very low-income residents.
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33433 Report and Reuse Appraisal and Required Findings
In accordance with California Community Redevelopment Law (CRL), if tax increment revenue
is used directly or indirectly to acquire the property that is the subject of the conveyance, section
33433 of the Health and Safety Code requires that a special report be prepared. The special
report, identified in this Board packet as the "33433 Report and Reuse Appraisal", must contain
the cost of the agreement to the Agency, the estimated value of the interest to be conveyed, and
an analysis of why the sale will assist in the elimination of blight. The Agency had Keyser
Marston Associates prepare a 33433 Report and Reuse Appraisal (see attached) to determine the
market value of the. property to be conveyed to the Deveklper in consideration of the
requirements and rent restrictions of the affordable housing projec t. CRL requires that the Board
of Supervisors and the Agency Board conduct public hearings and consider the reports before the
Agency takes action to adopt a DDA that would authorize conveyance of Agency-owned
property to a private party.
The ~3433 Report and Reuse Appraisal is consistent with nhe project Financing Plan in
concluding that the project is financially infeasible unless the property is conveyed to the
Developer at no cost or as part of a residual receipts loan.
CRL also requires that the legislative body and Agency Board approve certain findings, that the
property disposition and implementation of the DDA will assis1t in: (1) the elimination of blight
in the North Auburn Redevelopment Project Area, (2) the action is consistent with·
redevelopment plan goals for the re-planning, redesign, and development of underutilized or·
poorly developed areas and (3) provides for the expansion and improvement of housing for low
and moderate income persons. The DDA and proposed pwject will meet the North Auburn
Redevelopment Plan and North Auburn Five Year Implementation Plan goals of the removal of
blight, improvement Of public facilities, and expansion and itmprovement of housing for lowIncome persons.

FISCAL IMPACT
The financial feasibility of the project is contingent upon the receipt of Tax Credits from the
California Tax Credit Allocation Committee. It is planned for the Developer to apply for Tax
Credits in the March 2011 round and awards for this round are scheduled for June 2011.
The proposed $2,000,000 gap financing which includes a pJ'edevelopment loan of $350,000 and
$1,215,000 Agency land loan contributions for the project are coming from currently available
North Auburn Redevelopment Project Area Housing Set-as,ide funds and Agency housing bond
proceeds. The Agency contributions of both land and funding are in the form of residual receipts
loans with 55 year terms. There will be no impact to the County General Fund.

ENVIRONMENT AL REVIEW
The actions requested in this item are activities taken in furt.herance of the Redevelopment Plan for
the North Auburn Redevelopment Project Area, for which an environmental impact report was
prepared and certified pursuant to the California Envirorunental Quality Act (CEQA). Therefore,
no further environmental review is required for these action:3 (CEQA Guidelines Section 15180).

In addition,the development project has undergone all environmental review required by the
County and in compliance with CEQA. An addendum to the subsequent mitigated negative
declaration was prepared for this development proposal by the County pursuant to CEQA and
was certified as document PMUP 20100029 on May 13,2010, Specific findings and mitigation
measures shall be implemented with the project as described in the Notice of Determination filed
with the State on August 14,2010.
Attachments: Resolution
Project Site Map
Project Financing Sources and Uses Table
Disposition, Development, and Loan Agreement
33433 Report and Reuse Appraisal

Project Site Map; Project Financing
Sources and Uses Table; Disposition,
Development, and Loan Agreement; and
33433 Report and Reuse Appraisal for
Review only at the Clerk of the Board
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Exhibit
Project Site Map
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Exhibit
Financing Plan - Sources and Uses
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Exhibit
Disposition, Development, and Loan Agreement
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Exhibit
33433 Report and Reuse Appraisal
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Before the Placer County
Redevelopment Agency Board of Directors
. County of Placer, State of California
In the matter of:

Approving a Reuse Report required by California Health and
Safety Code Section 33433; authorizing the execution of a
Disposition, Development, and Loan Agreement for the sale of
real property to Quartz Ridge Family Apartments, L.P.;
adopting findings in coimection with such sale; approving
financing for the Quartz Ridge Family Apartments Project;
and authorizing the execution of all necessary documents in
connection with these approvals by the Redevelopment Director
or designee

The following Resolution

Resol. No: ................................
Ord. No: ...................................
First Reading: .....................

was duly passed by the Redevelopment Agency Board

of the County of Placer at a regular meeting held._ _ _ _ _ _ _ _ _ _. ____
by the following vote on roll call:
Ayes:
Noes:
·Absent:
Signed and approved by me after its passage.
Attest:
Clerk of said Board

Chair, Agency Board

WHEREAS, the Placer County Redevelopment Agency (Agency) is a redevelopment agency
formed, existing, and exercising its powers pursuant to California Community Redevelopment
Law, Health and Safety Code (HSC) Section 33000 et seq.;
WHEREAS, by Ordinance No. 4832-B, adopted on June 24, 1997, the Placer County Board of
Supervisors (Board of Supervisors) established the North Auburn Redevelopment Project Area
(Project Area) and adopted the Redevelopment Plan for the Project Area (as subsequently
amended, the Redevelopment Plan);

IF

WHEREAS, pursuant to an Exclusive Negotiating Rights Agreement by and between the
Agency and USA Properties Fund, Inc., a California corporation, dated November 17,2009, and
subsequently amended, Agency staff has negotiated the terms and conditions under which Quartz
Ridge Family Apartments, L.P., a California limited partnership (Developer), would acquire the
following real property from the Agency: 360 Silver Bend Way, (the Property) APN: 054-171031, 054-171-032, 054-171-035, 054-171-036, 054-171-037, and .054-171-038 for development of
the Quartz Ridge Housing Project, a 64-unit, multi-family housing development in which at least
31 residential units will be affordable to low- and very low-income households, together with
one (1) manager's unit, common laundry facilities, recreationa:I space, 132 parking spaces, and
approximately 2,600 square feet of common area tenant services space (Housing Project);
WHEREAS, the Housing Project, the Property, and the terms and conditions for development
and financing of the Housing Project are more particularly described in the Disposition,
Development, and Loan Agreement (DDA), copies of which have been provided to the Agency
Board and the Board of Supervisors;
WHEREAS, the actions requested in this item are actlvltles .. taken in furtherance of the
Redevelopment Plan for the Project Area, for which an environmental impact report was
prepared and certified pursuant to the California Environmental Quality Act (CEQA) and,
therefore, no further environmental review is required for these actions (CEQA Guidelines
Section 15180);
WHEREAS, with respect to the Housing Project, the County of Placer has adopted an addendum
to the previously adopted mitigated negative declaration in compliance with CEQA;
WHEREAS, HSC Sections 33430 and 33431 provide that a redevelopment agency may sell
property without public bidding provided the agency holds a public hearing following
publication of notice;
WHEREAS, HSC Section 33433 provides that prior to a redevelopment agency's sale of
property acquired with tax increment funds (i) the agency must prepare and make available to the
public a report (Reuse Report) describing the terms of the sale and development of the property,
(ii) the legislative body must hold a public hearing following notice, and (iii) the legislative body
must approve the conveyance by a resolution adopting specified findings;
WHEREAS, the Agency has caused a reuse report, entitled the "33433 Report and Reuse
Appraisal" to be prepared;
WHEREAS, the Agency has caused notice to be published and have conducted public hearings
in accordance with all legal requirements;
WHEREAS, the 33433 Report and Reuse Appraisal contains all necessary elements to comply
with California Community Redevelopment Law (CRL) Section 33433; and
WHEREAS, the Developer and Agency· have negotiated an Affordable Housing Regulatory
Agreement (Regulatory Agreement) which restricts residential rents in the Housing Project at
affordable levels for a period of 55 years.
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NOW, THEREFORE, BE IT RESOLVED, that the Agency,
1. Finds that the sale and development of the Property in accordance with the DDA will
assist in the elimination of blight in the Project Area, will facilitate the development of
~ousing for low- and very low-income households, will further the goals of the
Redevelopment Plan, and will be consistent with the implementation plan adopted in
connection therewith.
2. Finds that the consideration to be paid for the purchase of the Property is not less than the
fair reuse value of the Property at the use and with the covenants and conditions imposed
by the DDA and the Regulatory Agreement.
3. Finds that the 33433 Report and Reuse Appraisal contains all necessary elements to
comply with CRL 33433 and more specifically finds that:
a .. The sale price for the Property win be the fair reuse value;
b. The proposed Agency financing for the Project includes (i) seller financing in the
form of a residual receipts, deferred payment loan in the amount of the current
appraised value of $1,215,000, and (ii) a pre-development/constructionlpermanent
loan in the maximum amount of $2,000,000 for a total loan of $3,215,000
(Development Loan);
4. Based on the above findings, the Agency Board:
a.
b.

c.

d.

e.

Approves the 33433 Report and Reuse Appraisal;
Approves the sale of the Property to the Developer and· provision of the Land
Loan and Development Loan pursuant to the terms and conditions set forth in the
DDA;
Approves the DDA and the Regulatory Agreement, authorizes the Agency
Director or his designee to execute and deliver the DDA and the Regulatory
Agreement substantially in the forms on file with the Agency Secretary, and
authorizes the recordation of a Memorandum of the DDA in the Official Records
of Placer County;
Authorizes the Agency Director or designee to execute and deliver such other
instruments and to take such· other actions as necessary to carry out the intent of
this Resolution; and
Authorizes the expenditure of $2,000,000 of North Auburn Redevelopment
Project Area tax increment housing set-aside funds for the Quartz Ridge Housing
Project.

