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CITY OF ~ 
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CAPITAL OF SILICON VALLEY 

TO: HONORABLE MAYOR 
AND CITY COUNCIL 

FROM: Richard Doyle 
City Attorney 

SUBJECT: Transfer and Acceptance of 
Housing Assets 

DATE: 3/23/2012 

SUBJECT 

It is recommended that the City Council acting as the legislative body of the Successor 
Agency to the Redevelopment Agency of the City of San Jose and the City Council 
acting separately as the legislative body of the City of San Jose take the following 
actions: 

1. The City Council acting as the legislative body of the Successor Agency to the 
Redevelopment Agency of the City of San Jose adopt a resolution: 

(a) transferring, effective February 1, 2012, the housing functions and certain 
assets of the former Redevelopment Agency of the City of San Jose, including the 
Mayfair Court, Rosemary Family and Rosemary Senior projects, to the City of San Jose 
in order to effectuate the election made by the City on January 24, 2012, pursuant to 
Resolution No. 76128, to retain such housing functions and assets as provided under 
the provisions of AB X1 26; and 

(b) authorizing the Executive Officer or designee the authority to execute any 
and all documentation necessary to effectuate such transfer to the City. 

2. The City Council adopt a resolution: 

(a) accepting and assuming acting on behalf of the City of San Jose, effective 
February 1, 2012, the housing functions and certain housing assets of the former 
Redevelopment Agency of the City of San Jose, including the Mayfair Court, Rosemary 
Family and Rosemary Senior projects, from the Successor Agency to the 
Redevelopment Agency of the City of San Jose in order to effectuate the election made 
by the City on January 24, 2012, pursuant to Resolution No. 76128, to retain such 
housing functions and assets as provided under the provisions of AB X1 26; and 

(b) authorizing the Director of Housing or designee the authority to execute 
any and all additional documentation necessary to effectuate such transfer to the City. 
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BACKGROUND 

In 1988, the Redevelopment Agency of the City of San Jose ("Agency") and the City of 
San Jose ("City") entered into a Cooperation Agreement under which the Agency 
delegated to the City the administration of the Low and Moderate Income Housing Fund 
("20% Fund"). Pursuant to the Cooperation Agreement, the City, acting on behalf of the 
Agency, administered and managed the 20% Fund. As such, the City, through its 
Department of Housing, provided funds from the 20% Fund to developers and low 
income families and individuals. Although the City was acting as the agent of the 
Agency, the documentation for actions taken by the City during its administration of the 
20% Fund were done in the name of the City. 

Pursuant to ABX1 26, redevelopment agencies in California were dissolved effective 
February 1, 2012. The legislation, as amended by the California Supreme Court in 
California Redevelopment Association v. Matosantos, also provided that all assets, 
properties, contracts, leases, books, records, buildings and equipment were transferred 
to the Successor Agency on February 1, 2012. However, AB 1X 26 provided that the 
City could elect to retain the housing assets and functions previously performed by the 
redevelopment agency. 

On January 24, 2012, the Agency’s Board of Directors adopted Resolution No. 6033 
and the City Council adopted Resolution No. 76128, providing that upon dissolution of 
the Agency pursuant to AB 1X 26, the City would assume the former Agency’s housing 
assets, which includes all rights, interest privileges, property (real, personal and 
intangible), including all loans and grants, all property such as land, buildings and 
dwelling units held by the Agency in connection with the production and preservation of 
low and moderate income housing (collectively, the "housing assets"), and all of the 
rights, duties, and obligations that remain under the California Redevelopment Law 
("CRL") with regard to the production and preservation of low and moderate income 
housing. Resolution No. 76128 also memorialized the City’s designation as the 
Successor Agency to the Redevelopment Agency ("Successor Agency") pursuant to the 
terms and limitations ofAB 1X 26. 

As of February 1, 2012, the Agency was dissolved by operation of law, and the 
Successor Agency came in to existence. Upon the dissolution of the Agency, all assets, 
properties, contracts, leases, books and records, buildings and equipment, of the 
Agency were transferred to the City in its capacity as Successor Agency pursuant to the 
terms of Health and Safety Code § 34173, and all housing assets and functions of the 
Agency with regard to the Low and Moderate Income Housing Program were 
transferred to the City as the Successor Housing Agency pursuant to the terms of 
Health and Safety Code § 34176. 
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Pursuant to Health and Safety Code § 34181 (c), the Oversight Board to the Successor 
Agency is required to direct the Successor Agency to transfer housing responsibilities 
and assets to the appropriate entity, which as set forth in City Resolution No. 76128 is 
the City in its capacity of Housing Agency. Pursuant to Health and Safety Code § 
34177(g), the Successor Agency is required to effectuate such transfer. 

City staff has been working with several title companies to memorialize the transfer of 
the housing functions and housing assets of the former Redevelopment Agency to the 
City of San Jose in a manner that will alleviate various title company concerns regarding 
the transfer of such assets. Although City Staff believes that the election by the City to 
retain the housing functions and assets of the former Agency was accomplished, 
effective February 1, 2012, as a result of the City and Agency Resolutions which were 
enacted on January 24, 2012, since AB X1 26 requires the Successor Agency to 
effectuate the transfer of the housing functions and assets of the former Redevelopment 
Agency to the City and requires the Oversight Board to direct the Successor Agency to 
transfer the housing functions and assets to the appropriate entity, this action, following 
actions taken by the Oversight Board at its March 22, 2012 meeting, will provide 
documentation that will allow title companies to provide title insurance on future projects 
involving housing assets retained by the City from the former Redevelopment Agency. 
This action will be considered with the Mayfair Court actions because that is the first 
project which involves a "housing asset" to come before the City Council for approval 
since February 1, 2012. 

The City has existing acquisition loans on three (3) affordable housing projects (Mayfair 
Court, Rosemary Senior Apartments and Rosemary Family Apartments, which are 
described more fully below) that are expected to obtain construction financing within the 
next few weeks. The City will need to take certain actions shortly for these projects to 
remain viable and on schedule. 

1. Mayfair Court Apartments 

On September 30, 2008, the San Jose City Council approved a funding commitment of 
up to $7,900,000 from the City’s LMIHF (City Fund 443) for a land 
acquisition/construction/permanent loan for the development of the 93-unit McCreery 
Courtyards rental project (later renamed Mayfair Court), located on McCreery Avenue 
south of Alum Rock Avenue. On November 7, 2008, the City executed loan documents 
providing up to $6,750,000 for acquisition of the site by San Jose Pacific Associates, 
L.P., a California limited partnership ("Mayfair Developer"). This project will offer 46 
apartment units that will be affordable to extremely low-income families, 46 units 
affordable to very low-income families, and one unrestricted manager’s unit. The 
Mayfair Developer purchased the site on November 13, 2008 and the City recorded a 
Deed of Trust to secure its $6,750,000 loan. The staff memorandum presented to the 
City Council on September 30, 2008, documents that funds were committed from City 
Fund 443. The Mayfair Developer has now secured the necessary funding to construct 

846109_3 



HONORABLE MAYOR AND CITY COUNCIL
 
March 23, 2012
 
Subject: Transfer and Acceptance of Housing Assets
 
Page 4 

the project and the City is ready to convert the acquisition loan to a 
construction/permanent loan. No disbursements to the Mayfair Developer beyond the 
previously disbursed $6,750,000 from the LMIHF will be made in connection with this 
project. 

2. Rosemary Family Apartments 

On December 16, 2008, the San Jose City Council approved a funding commitment of 
up to $6,300,000 from the City’s LMIHF (City Fund 443) for a land 
acquisition/construction/permanent loan for the development of the Rosemary Family 
Apartments project located at the southeast corner of Rosemary and North First Street 
in San Jose. On February 20, 2009, the City executed loan documents, including a 
promissory note secured by a deed of trust, providing up to $6,300,000 for acquisition of 
the site by an affiliate of Roem Development Corporation ("Rosemary Family 
Developer"). The Family Project involves the construction of 184 one-bedroom, two-
bedroom and three-bedroom apartment units. Upon completion of the Family Project, 
10% of the units (19 units) will be initially rented to individuals and families with incomes 
that do not exceed 50% of the area median income ("AMI"); and 90% of the units (163 
units) will be rented to families with incomes that do not exceed 60% of AMI. Two of the 
Family Project’s 184 units will be unrestricted manager’s units. The rental restrictions for 
the Family Project will remain for a period of 55 years and conform to the City’s rental 
affordability requirements. The Rosemary Family Developer subsequently purchased 
the site and the City recorded a Deed of Trust to secure its $6,300,000 loan. The staff 
memorandum presented to the City Council on December 16, 2008, documents that 
funds were committed from City Fund 443. The Rosemary Family Developer has now 
secured the necessary funding to construct the project and the City loan will be paid off 
in full. 

3. Rosemary Senior Apartments 

On December 16, 2008, the San Jose City Council approved a funding commitment of 
up to $3,700,000 from the City’s LMIHF (City Fund 443) for a land 
acquisition/construction/permanent loan for the development of the Rosemary Senior 
Apartments rental project located at the southeast corner of Rosemary and North First 
Street in San Jose. On February 20, 2009, the City executed loan documents, including 
a promissory note secured by a deed of trust, providing up to $6,300,000 for acquisition 
of the site by an affiliate of Roem Development Corporation ("Rosemary Senior 
Developer"). The Senior Project involves the construction of 106 one-bedroom 
apartment units. Upon completion of the Senior Project, a City Affordability Restriction 
will be recorded, requiring the rents on 10% of the units (11 units) be restricted to 
individuals and families with incomes that do not exceed 30% of AMI, the rents on 7% of 
the units (7 units) be restricted to individuals and families with incomes that do not 
exceed 45% of AMI, the rents on 12% of the units (13 units) be restricted to individuals 
and families with incomes that do not exceed 50% of AMI and the rents on 70% of the 
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units (74 units) be restricted to individuals and families with incomes that do not exceed
60% of AMI. One of the Senior Project’s 106 units will be an unrestricted manager’s 
unit. The rental restrictions for the Senior Project will remain for a period of 55 years and 
conform to the City’s rental affordability requirements. The Senior Project documents 
define the term "Senior" to be a person of at least 62 years of age. Eligibility to reside in 
the Senior Project requires that at least one person in a given household meet this 
definition. The Rosemary Senior Developer subsequently purchased the site and the 
City recorded a Deed of Trust to secure its $6,300,000 loan. The staff memorandum 
presented to the City Council on December 16, 2008, documents that funds were 
committed from City Fund 443. The Rosemary Senior Developer has now secured the 
necessary funding to construct the project and the City is ready to convert the 
acquisition loan to a construction/permanent loan. No additional disbursements to the 
Rosemary Senior Developer from the LMIHF will be made in connection with this 
project. 

ANALYSIS 

At its March 22, 2012 meeting, the Oversight Board recognized that each of these three 
existing loans was a housing asset and that the City may exercise all rights and 
obligations relating to these assets and directed the Successor Agency to take such 
actions as necessary to effectuate the transfer of these assets to the City, as necessary. 

In order to accommodate the requests of several title companies who insure the City’s 
housing asset transactions, staff is now requesting that the Successor Agency adopt a 
resolution intended to effectuate this transfer of these assets effective February 1, 2012 
and that the City adopt a resolution intended to accept this transfer of these assets 
effective February 1, 2012. These actions will help ensure that the obligations of AB X1 
26 are met and that the City’s title insurers have all the documentation that they require. 

For questions please contact Shasta Greene at (408) 535-1900. 

RICHARD DOYLE 
City Attorney 

S. SHASTA NE 
Deputy City Attorney 

cc: Debra Figone 
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