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Executive Summary

The 1000 Homes Competition challenged Team Bruin to propose an economically, politically,
and operationally feasible supportive housiegelopment plan for our client. Our team was
paired with the US Department of Veterans A
solution for veterans. Currently, the VA provides a broad range of services for veterans
including medical benefits drhousing assistance. Tbase workers with the VA perform

outreach to homeless veterans and help them navigate the benefits system adingetlyas

provding for theirhealthcare needs

Our goal was to develop an implementable housing solution feraret in the greater LA

community. While there are nearly 14,000 homeless veterans in the greater LA and Long Beach
communities, we chose to target the subset of veterans most in need of permanent supportive
housing (mental/physical disabilities or subs&abuse issues). Nearly 1/3 of this homeless
veteran population could be eligible for permanent supportive housing. This population is
predominantly single and male.

The design of our project takes singlereomi sti ng
occupancy (ASROO) wuni t sunitmotél locatedsatl IDH8Septiivegar o p e
Blvd. in Culver City. We plan to renovate existing units through the addition of a kitchenette.
Given the layout of this type of hotel, we plan toltha sense of community through the
construction of community/shared space. Our project plan relies on funding from several
organizations including the Corporation of Supportive Housing, Union Bank Affordable Housing
Di vision, and Ca CammonityrDeveldpmentas wel asmwthersa @tloer major
sources rely on Low Income Tax Credits and
vouchers. Based on our financial projections, we expect the project to become cashflow positive
by year 2 (theifst year of operation following acquisition and redevelopment). Below we have
identified some key challenges and benefits we see associated with our project.

Key Challenges to Overcome:
1 Local community backlash to homeless housing development efforts
1 Obtaining conditional use permits to allow for change in building use from motel to
supportive housing
1 Funding layering and timing of projects in light of current economy

Key Project Benefits to thdS Department of Veterans Affairs
1 Use ofVASH vouders inan innovative projeebased solution
1 Economic benefit to VA though lower support costs given a critical mass of veterans in
one location
1 Increased spedd claim resolution (obtained through dedication of staff to benefit
enrollment.)
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Local Community

Replaces transient motel population with permanent community residents
Potentially lower crime rates through change in makeup of building residents
Seamless integration into existing community; change in use vs. new development
Supportive Housing Developer

Motel property requires little to no relocation costs for existing users

Alternative solution to properties whose density otherwise limits their development
potential to complete redevelopments

Overall Public Entities

Motel property plan requires low rewvation costs to otherwise homeless veterans in a
challenging economic climate

1 Creates supportive housing, typically in located in fringe areas, in an urban setting
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Ultimately, we see the key benefit of our project in the rapiiity and scalability othe motel
concept, not only for the VA in the greater LA area, but also for the VA in other dense urban

locations. Motels similar to our subject property exist in LA and most urban areas around the

country. The general age of these motel designs hacerhec ant i quat ed i n
hotel dwellers demand larger room sizes and greater amenities even amaogtignoviders.
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Veterans in California and the Greater Los Angeles Area

Los Angeles County has a dhomelesovpterans.i onat e s
Approximately 19% of the natidns h o me | e s s virdividualsalivesn California 9 , 4 0 O
Almost halfofCa | i f bomalessavétsrand 3,927 individuals- live in the combined
service area of VA Greater Los Angeles and VA Longddgsee Tabld).'

The following are characteristics of the homeless veteran population served by Galiased
on intakesat the VA duringcY 2008(n=6,949)
1 About 32% have been homeless for one year or longer.
1 96% are methe average age of whieh51. About 8% are age 65 or older.
1 There is ethnic diversity among homeless veteraltisough minorities are over
represented 44% are Black/African American, 40% are White, 13% are Hispanic, and
3% are Asian/Pacific Islander, American Indian andmothe
1 Over half (56%) served in the U.S. Armed Forces after the Vietnam era. This includes
16% who served during the First Gulf War era.
1 230 veterans served in Operation Iraqi Freedom (OIF) and 100 veterans served in
Afghanistan during Operation Enduring Edem (OEF)The rumbers of OIF and OEF
veterans seeking homeless services is expected to increase in the coming years.

Current Veteran Needs

The target for permanent supportive housgwgterans who are chronically homeless and suffer
from mental healt, substance abuse, or other disabling disorders. A significant percentage of
veterans in the VA system demonstrated a possible need for supportive hohanagtéZistics

of individualsenteringVA programs forFY 2008 highlight the difficulties homelessterans

face:

1 Mental health/substance abuse problems are common.-dightypercent (48%)
indicated a substance abuse problem; 40% had a serious psychiatric disorder (e.g.,
psychosis, mood disorder, Pasaumatic Stress Disorder). Twerttyree percenf23%)
had both a substance abuse problem and a serious psychiatric disorder.

1 Medical problems are also reported. Half (50%) reported at least one serious medical
problem. Serious medical problems include dental, back/neck problems, hearing loss, and
liver problems (cirrhosis, hepatitis).

1 A significant minority has been exposed to combat: Nineteen percent (19%) had seen
combat.

1 Social support is limited. Only 9% are currently married.

1 Close to a quarter (24%) are disabled or retired.

The demographics anteeds of veterartaken intathe combined Los Angeles/Long Beach
jurisdictionare similar to thosef the general Californihomeless vetergmopulaton. As Table
1 below demonstratespughly one third of the 14,000 estimated veterans, or over 4,000
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individuals have been homeless tfer a year and suffer froenpsychiatric problem and/or
have a dual diagnosisboth high risk factors that make them the target market for permanent
supportive housing.

Estimated Homeless Number of Serious Substance
VA Medical Veterans in Service Veterans Served, Homeless for Disabled/ Medical Abuse Psychiatric  Dual
Center Area (FY 2007) FY 2008 Male Married 1 Year + Retired Problem Problem Problem Diagnosis
Greater Los 13,921 6,580 9794 119 29% 23% 48% 399% 30% 149%
Angeles
Long Beach 13,927 562 92% 7% 32% 20% 50% 60% 57% 38%

Source:Community Homelessness Assessment, Local Education and Networking Groups (CHALENG) for Veterans (2007), Department of Veteral
(2009).

Table 1. Veteranmedical needs in the greater LAageles Area.

In response to the common needs of homeless veterans, thttevApts tansure access to the

following services:

Service Provider
Outreach to homeless veterans at homeless
congregating areas like Skid Row, shelters, j3

and rescue msons. VA

Outpatient and inpatient medical care

VA Medical Centers

Outpatient and inpatient substance abuse
treatment programs

VA

Extended residential care for veterans with
serious mental health and medical problems

VA Greater Los Angeles and VAaR Alto
Domiciliaries

Opioid substitution services

VA-run program or a contracted communit
program

Mental health outpatient and inpatient treatme
programs

VA

Vocational rehabilitation or jofinding services
including Compensated Work Therapy (TW
and Supported Employment (SE) programs

VA, as well as programs by private agenci
that are paid for by the VA

Priority VA pension claims review

Designated homeless claims coordinator g

VAs in San Diego and Los Angeles

Table 2. Summary of VA sem&cand service providers




Permanent Supportive Housing for the VA

Project Description

Thepurpose of this study is to develop a feasible solution to the current lack of permanent
supportive housing units for the homeless veteran population of Ladésngounty. Several

key issues were kept at the forefront during this procéseVeterans Associatiomandate

with regards to developing and operating permanent or transitional haugmged. The VA
main focus is in providing outreach and neadliservices to veterans in the community. To this

aim our solution should be tailored such that development and continued operations of any
permanent supportivdevelopment are performed by a anofit in partnership with state,

county, and city agenae

The second consideration for our development solution is the current real estate and credit
market. With limited availability of traditional funding sources and a loss in value of vital tax
credits it is crucialltat any proposed solution bordabk and utilize a creative financing
model in order to remain viablé2ossible solutions to these issuelude

9 focusing on rehabilitation rather than new development
1 developing integrated solutions with targeted populations to maximize the funding
sour@s available

The third consideration, one that is universal in the world ofilmeme and supportive housing,
addressed the typical community opposition that comes with the development of housing for the
homeless. The perception that any homeless hgppsaject will raise crime rates, damage the

local economy, or lower adjacent property values is prevalent in all but the most blighted of
neighborhoods. This has typically led to the development of housing and housing services in
areas where resistancethe least, i.e. onto the margins of society. These developments have
been trailblazing in the sense that for the first time they have provided quantifiable evidence that
supportive housing services for the chronically homedesgidesa lasting and besficial

solution for residents as well as oth&keholders in the communityTherefore considering

these constraints, apyoposed solution should include the following:

1 afocus on decentralizing the provision of support and housing services frdntigtiied
margins and into the mainstream areas of society.

developnent ofpartnerships within the community as a form of outreach

developnent ofan education program that provides additional information on how a well
run supportive housing program careguate into the community and ultimately benefit
all stake holders

T
T

Our proposed solution should also aim to foster a sense of community in its residents. This is
has been found to be a crucial element in eliminating themsptsed isolation that many
chronically homeless resort to on being placed in supportive housing. Specific ways in which
this can be achieved include:




1 inward facing SRO units to encourage development of neighborly relations between
residents

1 both indoor and outdoor community spacevimch social interaction between residents
can be either formal (through specific programsbymonprofit or service providgror
informal (such as community meals asttierevents

1 developing a sense of ownersbipthe development bihe residentthroughcommunity
gardening or construction of community walls and building features

Upon reviewing theseveralpossible alternatives we quickly become aware of the relatively large
number ofprivatelyowned motel properties that are currently on the mankigste LA county
area.

Typically each motel consists of between 15 and 50 individual units in a self contained design
that maximizes the land use while also providing adequate parking to meet city requirements.
These properties were traditionally loea at or close to intersections of major transit arteries
and provided #ow-cost alternative to hoteld/ith increased competition from budget hotel
chains and the expansion of city boundaries, many of these family owned and operated
properties have beme islands in otherwise residential or, more commonly, industrial and
commercial, districts. As such, these older motel developments address many of the
considerations listed above and, therefore, prove to be attractive rehabilitation candidates.

Our proposal, therefore, is to select a number of these properties located in residential
neighborhoods that otherwise do not provide any permanent supportive housing alternatives,
acquire and rehabilitate the motel so that it may functiansesies of SR@nits, and develop
facilities onsite to allow the VA to deliversiservices through cassnagement

The key challenges to the acquisition and development will be:
1 pulling together funding sources to facilitate the development
1 reaching out to the commiiyto gain their support prior to and during operation of the
development
1 and, most importantly, rehabilitating the development so that it both provides livable
units and a working communitysing a restricted budget

The remainder of this report provel&rther dscussion oreach of these challenges as they
relate specifically to permanent supportive housing for veterans. It also discusses issues
associated with the implementationao$pecificproposed solution as wehe general scalability
of the deaacross the entire LA County.




Sources of Veteran Funding

There are several sources of funding that are specifically tailored for the use of veterans housing
and support services. These sources are mainly based at the federal level. In additae ther
general block grants with the specific focus of providing funding for a type or types of service to
the different constituents of the homeless population. Finally, #retbe federally funded tax

credit programs, lovincome housing tax credits @dmewmarket tax credits. This section will
present these different sources of funding from the prospective of the different stages of
development when they may be applied.

Acquisition and Pre-development
1 Corporation of Supportive Housif{@SH): CSH is ae of the largest acquisition and

predevelopment lenders for affordable housing.

Construction

1 Union Bank Affordable Housing Development Divisiddue to the Community

Reinvestment Act (CRA) private banks are required to do a proportionate amount of
lending in low-income areas. Union Bank is one of the most prolific lenders for
affordable housing in California. Alternatively several socially conscious funds
dedicated to community reinvestment facilitate CRA fund distribution.

Permanent

Equity
Low Income TBx Credits (LITC) TheCalifornia Tax Credit Allocation
Committel TCAC) administers Californiads

Developers apply for the projespecific 10year allocation of tax credits which
can be used for most development costept for the acquisition price.

Loans

Californiads Housing and Community De
Program (MHP)MHP Supportive Housing offers a§@ar residual receipts loan

for permanent supportive housing. Developers must pay an aeeuail 42% of

the | oan and a percentage of any annu
annual interest is due as long as the project remains affordable.

Mental Health Services Act (MHSAThe California Deprtment of Mental
Health (DMH) andhe Calfornia Housing Finance Agency (CalHFA)minister
the residual receipts MHSA loan.

Local redevelopment and economic development fugalsh city typically has a

local mechanism to support affordable housing through its Redevelopment
Agency or by using geal funds via an office of community or economic

devel opment . Gener al funds wi | | be 1
crisis, but a fixed percentage of Redevelopment Funds are dedicated every year to
finance affordable housing.
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Rental Subsidy
1 Veterans Affairs Supportive Housing (VASH) voucher progrefSH is a program of

t he HUDG6s Section 8 program that is targ
vouchers are allocated to the local VA and are typically administered out of the local
housng authority. Typicallyvouchers are allocated to individuals a case by case
basis. We are proposing a neption of doing projecbased VASH allocatioto
affordable projects for 2@5 yearsusing groups of VASH vouchers at a tinie this
caseupto 50 percent of the VASH voucher value may be project based.

1 Mental Health Services Act (MHSAIn addition to the above mentioned capital
financing, MHSA also offers rental subsidy financing for qualified chronically homeless
individuals with mental hedth disorders. MHSA financing would now be needed as long
as the projeebased VASH vouchers stay in place but could be used for ye2® dfter
VASH funding sunsets.

Services
1 VASH service funding: the aboweentioned VASH vouchers are also accompahied
monies for case management servidés cost and method that the VA will administer
these services shouldbe determined through discussions with a potential developer at the
individual project level.

11




VA Support Services

With regards to providing health services, the &ffen coversaportion ofav e t e seevined s

cosk. The agencyrovides a comprehensive range of servibas in some cases, is broader

than thos covered by typical insurance companikglividual service requirements are based
upon the individual veterandés needs. Whi | e
all of which would be most used by those veterans in need of permapeottive housing

services. These services are critical to transitioning veterans from being homeless to becoming
healthy members in the community. We have tried to identify the sets VA services that will be
required by homeless veterans with mental@mgbical disabilities as well as those who have
substance abuse problemégeterans often have a-toorbidity of PTSD and alcohol
abuse/dependence, therefore a holistic supportive health service is needed for our targeted
community of veterans.

The VA provdes a vast array of mental headtid psychiatriservices in both an inpatient and
outpatient capacity at medical centers, off site outpatient clinics, nursing hocthessalential

care facilitiesln order to preserve access to care, the VAsbiaght to provide more outpatient
facilities that not only can provide care, but also provide temporary housinigdibfeti

homeless veterans needing treatment. This shift from inpatient to outpatient care for veterans
with disabilities or substance abuse problems will help facilitate permanent supportive housing
developments such as in our proposal. In addition foatient needs, there is also a high

demand for services and programs at inpatient and residential locations which can be observed
by the long waitlists at these facilities.

A great example of a successful homeless veteran rehabilitation program is tiedi@rgrcare

for Homeless Veterans (DCHV) Program. This program provides biopsychosocial treatment and
rehabilitation to homeless Veterans. $@docales provide services sucltasducing outreach

and referal, vocationalcounseling and rehabilitatioandfacilitation of postdischarge

community supporfThe program provides residential treatment to approximately 5,000
homeless Veterans thihealth problems each year witharerage length of stapf 4 monthsan

the programDAYV (Disabled American Vetans) is a noiprofit organization that works with
disabled veterans to assist them in filing claims with the VA in order to receive their benefits.
More specifically, the DAV provides free services, such as information seminars, counseling and
community aitreach.The VA has taken major steps to promote the topic of suicide prevention.
By providing general guidelines to identify the key suicide warning signs they have raised
awareness on this important topic especially prevalent among the mentally disdbtads.

Also, the VA has been active in their outreach initiatives and efforts for suicide prevention
including such media as celebrity endorsed videos, hotlines, and brochures.

As a stanehlone entity the VA provides specialized services and programs for those veterans
facing mental, physical, or drug related challenges.

12




Servicesinclude, but are not limited to:

Inpatient Care

Residential Care

Outpatient Mental Health Care

Programs for Incarcerated Veterans

Specialized PTSD Services

Military Sexual Trauma

Psychosocial Rehabilitation & Recovery Services
Substance Use Disorders

SuicidePrograms

Geriatrics

Violence Prevention

Evidence Based Psychothpy Programs

Mental Health Disaster Respse/Post Deployment Activities
Behavioral Improvement Program

Dual Diagnosis Program for cocatabusing schizophrenics
Crisis Oriented Progratvaluation Service

Mental Health Clinic

Mental lliness Research Education and Clinical Center
Post Traumatic Stress Disorder Program

Psychiatry

Psychology

Social Work

= =4 =4 =4 -4 -4 -4 A a8 f o oh oA oa Ao ey

Integration of Services with Permanent Housing

In the past, the VA has focused primarily on transitional housing rather than permanent
supportive housing. However, in retgears it has become apparent that there is a significant
need for permanent housing for homeless veterans who need long term SuEpdA. will

take arole in providingsome essential spport services thdatomeless veterans will need to
sustain arormal lifestyle.

Currently, veterans who are in temporary housing are assigned case managers who travel from
site to site to visit each of their veterans at their residence. This praede time consuming

as a case manager must travel to different locations for each appointment. Similar to existing
permanent supportive housing projects, we envision the VA providing support services via case
managers on an ongoing basis to ensuretieaveterans that are housed have the resources and
support structure necessary to lead normal lives. Our development proposal provides a unique
opportunity for the VA as it will provide a cluster of veterans at a single location. Housing
veterans inhis fashion will allow for case managers to limit their travel time and allow them to
devote greater attention to each of their cases.

Beyond individual case managers, the VA is able to service many patient medical needs directly

from the many hospitdbcations spread out in the greater Los Angeles area. In most situations
the VA service centers, whether clinics or hospitals, are strategically located close to main lines

13



http://www.losangeles.va.gov/LOSANGELES/services/socialwork.asp

of public transportation including buses, trains, and light rail. Transportgitmns are critical

as most homeless veterans do not possess individual methods of transportation. The VA is
considering the expansion of its offsite clinics and campus locations in order to improve
coverage and proximity to their veterans. This further ongs the viability of the scalability of
our project given that some existing motel sites may not have as convenient access to health
services. Also, national programs such as Project CHALEBEBnMunity Homelessness
Assessment, Local Education and NetwogkGroupshassist the VA in their efforts to service

the homeless veterans by coordinating their efforts with local community and government
agencies to provide services to meet the needs of this demographic.

Model Property Description

As described at thbeginning of this report, the main aim of this study is to develop
recommendations and conclusions regarding a scalable solution to eEBTENENt supportive

housing needs in LA County. In order to demonstrate the feasibility
of this solution we haw selected one of severabtel properties that

are currently on the market in target areas.

The Half Moon Motel is located on the northeast corner of
Sepulveda Boulevard and Piggott Drivea lot approximately
9,687 SF in plan. Built in 1955, the property consists atwo

story, type V wooedrame, L-shaped building that houses 26
individual units. Each unit is approximately 38Bin plan and
consists of a bathroom and a living/sleeping area. The develop
al so includes a managand@asentyf f
drive to both Sepulveda Boulevard and Piggott Drive.

To the north of the site a previously open lot has been transform
into a flower and tree nursery. The west side of the site is boung
a drive way leading to the nursery lot. Tdréveway, in turn, abuts
a single family residence. The building that currently occupies t
site is in good condition and no immediate major structural

renovations will be required prior to occupancy. Figure 11 Existing Half Moon Motel

The site is adjacent to mature neighborhoods &hesidents are within walking distance of
Tellefson Park located approximately one block east of the site. Less than half a mile away is
another aptly named green space. Veterans Park, located just off Culver Blvd, hosts a series of
activities and soclgrograms during the summer.

Public transportation is easily accessible and
provides ample opportunity to maneuver to and
from desired locations. The Culver City

* Greenline stop is a directly adjacent from the site
and runs from LAX to Westwood.
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Figure 2- Existing interior of motel room




Approximately 0.8 miles north of the site on the Greenline is an Albertsons, CVS Pharmacy and
a Trader Joeos. Future residents of the ve
from this location in order to obtain necessary grocery or pharmealeuteds. Two blocks

north or south on Sepulveda from the site leads to additional main city streets that provide
residents access to transportation that leads from Santa Monica Beach to Downtown Los
Angeles.

Less than two miles away from the sitege county is scheduled open a MTA Light Rail train in
the summer of 2010This train will be aacessiblethrough existing Metro buslines. Thetrain

will eventually provide quick and efficient transportation for local residents from the beach to
and from Downtown Los Angeles.

The ste is conveniently lodad in adistrict where therare a number of adjacent local food and
retail vendors along with dental and vision care services.

Redevelopment of the Property

The redevelopment of the property will take part in two phases. nitie¢ phase will consist of
arehabilitation of the existing 26 units.

Rehabilitation of the existing units will consist of transforming the previous motel rooms into
units that are suitable for SRO. This process will inchhdeonstruction of a kitchenettunit
along the same plumbed wall that separates the existing bathroom and the current living area.

In addition to the kitchenette conversion, all rooms will be recarpeted, repainted, and refurnished
with new curtains/blinds, a new single bed and raastiand a desk and chair.

The second phase will consisttbé demolition
and removal of the existing parking surface,
construction of a new two story community and
office structureandthe installation ofan
interlockingpermeable pavemenver the
remaindeiof the ground surface
Theproposechew structure will be located in
the southwest corner of the site and will match
the existing structure as closely as possible in
structure and form (i.e type V wooeframe
structure with stucco exteriorfhe new
building, as shown in Figure tb the right will

be separate from the existing building and wil
have a footprint of approximately 500 square
feet giving a total project buildinigpor space
increase of 1,000 square feet.

Figure 3- Plan of Proposed and Existing
Motel Structures

15
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The lower level of the building envisioned tanclude a large open community spaicat will

be used for community activities as well as serving as a space in which to run training and group
meetings. The upper level will consist of three office spaces where private consultation and
meetings betweeresidents, case providers, and service providers can take place.

In addition to providing community and office space, the new structure at the southeast corner of
the site will have two major effectBrst it creates a greater degrdepoivacy through more odin
enclosed courtyard area and, secondiytégrates the development into the community.

Figure 4 i Street view rendering of the proposed new building, located on the southwest corner of the intersection
at Sepulveda and Rigtt Drive.

Beyond rehabilitation of the motel units and development of the new building, our proposal for
this site seeks to 6greend the intermediary
can congregate and still meet the minimum paykeguirements from the Culver City.

Permeable pavers will provide a stable surface on which residents and guest can park their
vehicles while reducing surface roiff from the site. We propose a bel@radegraveldrainage

bed be included beneath thepeable pavers and graded to drain to collector suatasedat

the interior perimeter of the paved area. This captured surfaedfriirat has not filtered into

the grounctan then be collecteahd used in irrigation of plants and green wall features.

Green Measures
In addition to the use of permeable pavers to reduce surfaadfruve propose to incorporate
the following greening measures into the development:

During rehabilitation, all showers will be outfitted with ldlew shower heads arall toilet

cisterns will be fitted with water displacing blocksreduce the total amount of water ubgd
the development.

16




Financing the Model

When determining the feasibility of the motel model, we performed a pro forma analysis using
the Culver CityHalf Moon motel. We considered key assumptions that are prevalent in many
low income housing development models. While simplistic, our goal is to have this model be
customizable to alternative motel locations. Various categories in which assumptionte fel
were with respect to:

1 Land/Building Acquisition Costs: specifically purchase price which we asstoriezlat
$1,700,000. This ibelow what the property is currently listed at, but given the current
economic state, we feel that it is a realistfeofor the property.

Architecture, Engineering and Offsite Costs

Redevelopment Costs

Tax Credit Calculation Items

Bridge/Predevelopment Loans

Construction Loans

Residual Receipt Loans

General Operating Expenditures

= =4 =4 -8 -8 -9 -9

Additional information on all these tegyories can be seen in the Appendices section of the report
along with cash flow projections for the projedthe appendices also contaadrsection that
discusses the administration of the VASH voucher program.
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Community Outreach Program

Our project will represent an opportunity to integrate the new facility and its occupants into the
community with nmimal disruption. In the initial stages of predevelopmem will identify and

talk to key stakeholders in the community such as places of worship, city officials, police and
fire chiefs, and service providers in order to gain their support for the projec

Ideally, we would like to avoid the conditional use permit process and its cumbersome public
meeting requirements. A comprehensive public process would take at least 6 months to complete
and would significantly increase our land carry cost. Additionalljplic processes for

supportive housing delsments tend to serve as lightg-rods for NIMBYism from

homeowners who believe such projects will tarnish their property values.

However for our particular development site it is quite likely that thyevath require a

conditional us permit which will initiate goublic participation process. Therefore, prior to the
start of development there will be a community forum on the generic topic of homelessness
among veterans that will give the local residexmtd business owners the chance to ask questions
or bring up any concerns they might have about affordable housing or the homeless veteran
population. The best way to avoid significant unrest amongst the community later in the process
is to provide them wiit the opportunity to be involved early on in the decisioaking process,

orto at the least to have their voices heard. These preliminary hearings will give the developers
the chance to educate the community on the homeless veteran situation asonsbicay

define the goals of affordable housing development projects prior to announcing the specific
development site. These gatherings will be held in various locations and settings to attract a
diversity of community interest groups and individuals. Churatmsmunity centers, and city
government facilities are examples of highly visible and accessible locales.

The follow up to the initial public hearings regarding the development of permanent supportive
housing for homeless veterans would be a more comtedteffort to promote our specific
development project. More specifically we will discuss the benefits of renovating a dilapidated
motel into a new apartment complex. Our goal will be to strengthen the community and provide

a stronger connection betwede tefforts of the VA and the expansion of the supportive housing
program. At this point in time, there will be more detailed disclosure of the proposed
development and program. The development team will address more specific concerns regarding
the impacthat the project will have on the surrounding community. Maintaining open lines of
communication and providing access and channels where those interested can express their
opinions will help facilitate the acceptance of the project.

The development team Wcoordinate and facilitate tours of affordable housing projects that

have been successful in both adjacent communities as well as comparable urban settings. It will
be critical to show skeptics that there have been successful implementations of ¢aistypej

in communities similar to theirs. Local residents in those areas will be encouraged to be active
participants in these tours so that those taking the tours will sebdirdthow these

developments have had a positive impact on the community.
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Continuous updates on progress will provided through the use site located webcams and
community blogs. As site development evolves into the actual construction rehabilitation,
community residents and business owners will have the opportunity to walk tiieeéaand get
an early glimpse at what the rooms and spaces will look like in their finished state. The
construction team will ensure that there are opportunities for qualified local tradesman in the
community to contribute to the renovation work. Allabbiring and union requirements will be
upheld.

Upon completion of the construction rehabilitation there will be a ribbon cutting ceremony in
which city officials, community organizations, the VA, and local residents and business people
will be able to elebrate and acknowledge the efforts made to advance the affordable housing
movement. More importantly it will demonstrate the ability for a single project to bring a
community closer together through their focused efforts.

The demographics of the neiglthood appear to favor community acceptance of the project.
This area of Culver City, within a 3 miles radius of the property, has a diverse makeup consisting
of the following demographic characteristics for the year 2008:

1 The neighborhood isthnicaly diverse which should bode well for the integration of a
diverse supportive housing population.

Culver City Demographic:

15.20% m White
m Black

Asian/Hawaiian/Paci
fic Islander

m Hispanic

9.80%

T Over half (56.4%) of the housing units are renter occupied. Renters tend to have less
NIMBYism because they are not concerned about property valuesrdadas a low
vacancy rate (3.4%), indicating a need for more housing to accommodate the population
growth.

1 The area is growing rapidly and population grew 6.4% and Households 10% from 2000
2008. Typically areas with growing populations tend to be gengerned about parking.
We would need to address this issue and point out that our supportive housing population
tends to have few cars.
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1 The Average household income of $110,081 hides the economic diversity in the area.
Nearby Sony Studios skews the nadincome but there are a number of individuals
below the poverty line.

1 The neighborhood has a high proportion of families and over half of the population
(55%) is under age 40. This could pose a problem because parents tend to be very
protective aboutitegrating homeless persons into neighborhoods with their children. We
would therefore need to focus much of the publicity campaign on allaying this fear.
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Scalability of the Model

Motels are typically construaien an 'IF or 'L*- or 'U-shaped layout that includes guest rooms,

an attached manager's office, a small receptioniarsbme cases, a small diner. Unlike hotels,
motelsof this stylewith low rates sometimes serve as housing for people who areladbab

afford an apartment or have recently lost their home and need somewhere to stay until further
arrangements are made. Motels catering to-teng stays also often have kitchenettes.

Low-pricedfiroachd motels are considerably older properties in gianenot affiliated with a

major chain, and located in a decaying area of toWirese unaffiliated older properties often

lack the amenities one would find in a newer establishment. Room sizes generally run around
300 SF and, given that they are oldeildings, are in need of renovation and general upgrades
pertaining to carpeting, furniture, and fixtures. Their design limits the number of units that are
offered as well, with most motels of the era having 30 rooms or less.

While thesamotels offerlegitimate accommodations t@telersthey are also often used for

il legitimate reasons. When #metrenlos,r ees @aé ci, ala
these purposes, thegnthreaten the integrity of neighboring communitigsfostering ativities

related tadomestic violence, theft, vandalism, drug dealfights, andsexual assault. These hot

spot motels generate significant numbers of service calls and consume inordinate levels of police
resources.In addition, problem motels inhibitearby economic redevelopment and reduce the
number of safe, clean lodging units available for tourists and travelers. Motels attract crime, in
that people inclined to commitatre drawn to them because their conditions and reputations are
favorable for @ing so. Poorly managed motels also enable crime by attracting offenders to a
location with weak oversight. A study of Chula Vista motels by California State University, San
Bernardingfound that low room rates were strongly correlated with higheiffaafolice

service rates.

Rooms at such motels that already felsallenges due to their limited size and newer amenities
thus face even greater challenges at attracting visitors due to crime levels. The result is a spiral
that drives room occupancy lowdowering room rates, while increasing the propensity for
illegitimate activity. For an investor, these hotels provide little incentive in their current form.
Theirlow unit densities present in tie U, and L shaped desighsit given theirpotentid net
operating income and limiheinvestment potential for the propertiand becomes the only real
value for these properties, leading developers to pusungete teardowaand redevelopment

of these motel properties

While some existing motel prepties provide greater opportunities if redeveloped, for those that
do not, our project provides an attractive solution to community problem. The ultimate goal of
our project aims to expangpon the model shown #te 3958 Sepulveda Blvd. property. To
combat the low availability of housing we suggtwit the VA focus their efforts towathle re
development of older mismanaged budget mateterve as permanent affordable housing for
groups of veterans. The influx of a more stable set of residentslpsowistrongotential

benefit to the local communityy lowering the availability ofmotels available for crime and
illegitimate use
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The redevelopment and renowetibusiness model of Half Moondtel in Culver Cityhas been
successful in other motetqperties. A great example of this model is thecentconversion of

the Sunbay Motelnto a safe haven for homeless famili@his motel is locatedt 12841 West
Washington Boulevard in Culver CityJpward Bound, a neprofit organization in Santa
Monica, as well as Los Angeles Community Development Department (CDD) facilitated the
purchase ofhe motel to be converted to emergency houBinfpomeless families. Portions of
the facility are located in the city of Los AngeleBhe facility servesip to72 families per year

in 18 wnits with a 3month limit stay.

Problems that plague many homeless housing initiatives were prevalent in this project as well.
Theproject facedocal opposition from merchants and neighbors of West Culver City.
Councilmembers asserted ththe sheltewas the wrong enterprise for a shaky neighborhood

thatis undergoing revitalization effortsThe opposition the Sunbay Motel facedl appear in

any projectundertaken using our model as well. However, our modiers on several key

aspects that will make it more attractive to the local community and city officials. We hope to
engage community support for members who once served in the armed forces. In addition, while
the Sunbay Motel project focused on tengsgrhousing for homeless individuals, our project

scope centers on permanent housing. We fully expect that, while the occupancy may take some
time to stabilize, ultimately the veterans that live on these redeveloped motel properties will be
permanent commity members and residents. Those veterans with more manageable physical
and mental disabilities will eventually seek out local employment in the community and become
contributing members of society.

Initially, we would encourage the VA to develop othestels in the greater LA area, assuming

the proper mix of veteran services are available (nearby VA facilities, adequate public
transportation, easy access to retail/grocery/healthcare establishments, etc.). Within Culver City
alone, there are 17 budgabtels, four of which are owned and operated by chain hotel
companies. However, of the remaining 13, two or three sites would fit this business model.
Within Los Angeles, there are roughly 26 motels where 9 of them are chain motels. Of the
remaining 15 mals, six are on the market that would be good candidates for theagippl of

our business model.

If successful in the greater Los Angeles area, we see no limit regarding the adoptiomofel
renovation model for permanent supportive housingther major cities. Items that are critical
to the success of our model involve:

1 The availability of budget motels that are proving unattractive to traditional developers

1 Existence of a critical mass of veterans with physical, mental, and/or substance abuse
issues in need of permanent supportive housing

1 The availability of VA services in the local community

1 Adequate public transportation to access necessary services to support a normal lifestyle.
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Application to Other Sample Projects

As part of our reseah into thescalability of the motel modelve assessed three other select
motels within LA County that are currently on the market. A brief summary of eaatiuded

5318 Rosemead Blvd

The hotel at 5318 Rosemead is located in Pasadena/San GadriglenBroadway and

Rosemead Blvd intersection. The building was built in 1989 and is approximately 14,000 square
feet. It currently has 42 rooms and can park 25 vehicles. The current asking price for the site is
$4.8M or approximately $114K per roorihe site is just blocks away from major retail centers

that house Albertsons, The Dollar Store, Ralphs, and Rite Aid.

The nearest VA location is located in Pasadena at 420 W Las Tunas Drive and is only an
estimated 42 minute bus ride using the Metogdl Line 266. An additional Metro Local Line is
only 2 miles away and can transport passengers through Downtown Los Angeles to Venice.

The site is decently situated near local amenities. The Live Oak Community Park is
approximately 1.5 miles away ssthe Smith Park Pool. The Santa Anita Westfield Mall is 2.8
miles away and the nearest hospital, San Gabriel Valley Medical Center just 1.9 miles away.
Huntington Hospital is 9.2 miles away and is accessible via bus 272 or 182.

The proposed site lscated in a more commercial product type location with medium residential
to lower residential density also nearby.

3811 S Western Avenue

This proposed site is located in Los Angeles south of the 10 freeway, less than 1.5 miles west of
the Coliseum. Té building is approximately 4,300 square feet, and was built in 1983 on a 9,897
square foot lot. The building currently contains 17 units and has 22 parking spaces available.
The current asking price for the site is $1.4M or approximately $82K per room.

The nearest VA center is located in Culver City at 5730 Uplander Way approximately 5.6 miles
away. The site is located on the direct line of Metro bus 207, Metro rapidAifyeand other

metro shuttlesLocal retail options are plentiful with Ralppsn d Mi ke dés 99 Cent
0.5 miles away. Two local mini markets are approximately one block away and Baldwin Hills
Mall is approximately 1.7 miles awaylhis site is also located in a commercial district of town,
however low to medium resident@density neighborhoods are nearby.

4807 S Normandie Avenue

The site is also located in Los Angeles south of the 10 freeway and west of the 110 freeway, less
than 1.5 miles southwest of the Coliseum. The building is approximately 6,800 square lteet, bui

in 1983, on a lot size of 5,402 square feet, has roughly 18 parking spaces, 21 units, and is locatec
on the direct line of Metro bus 206, Metro rapid line 757, Metro shuttles and other means of
public transportation. The building is on the market fad3 while the price per room is
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$67K.The Culver City VA center is approximately 5.8 miles away and the property is within a
commercial area with low to medium residential density neighborhoods close by. Several parks
are nearby such as Hollywood Park &®hneth Han State Recreation Area as well as local

retail like Rite Aid, Ralphs, and local grocery stores. The Good Samaritan Hospital and
California Hospital are within 5 miles of the site.
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Conclusion

In conclusion, the US Department of Veterans Affai ( A VAO) has the pote
important role in the development of supportive housing if it pairs with developers of projects
similar to the project that we propose. Our proposal offers an implementable housing solution for
veterans in the greateA community. Our conversion of a dilapidated motel into a SRO
supportive housing development offers an economical and politically expedient model for
integrating lowdensity supportive housing into neighborhoods that typically are not supportive

of affordable housing.

Ultimately, we see the key benefit of our project in the replicability and scalability of the motel
concept, not only for the VA in the greater LA area, but also for the VA in other dense urban
locations. Motels similar to our subject pesty exist in LA and most urban areas around the
country. The gener al age of these motel de
hotel dwellers demand larger room sizes and greater amenities even amaogt@noviders.

One of the keyaquirements in our modid the administration of projectbased VASH vochers
to offer operating subsies for these developments. The most expedient way for the
development of such a projeesased system is to outsource an RFP prdses#\ppendix F)
through an eisting organization like HACLA or LAHSA.
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Appendix A: Map of T, L, and U Design Motels in the Greater LA Region
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Appendix B : Cash Flow Projections

Acquisition /
Predevelopment  Rehabilitation Operating Period
CASH FLOW PROJECTION September-09 September-10  September-11  September-12 September-13 September-14 September-15 September-16 September-17 Septe mber-18
Veteran Income $ - $ - $ 99,216 $ 102,192 $ 105,258 $ 108,416 $ 111,668 $ 115,019 $ 118,469 $ 122,023
VASH Voucher Subsidized Income - - 124,800 128,544 132,400 136,372 140,463 144,677 149,018 153,488
Gross Potential (Scheduled) Rent $ - $ - $ 224,016 $ 230,736 $ 237,659 $ 244788 $ 252,132 $ 259,696 $ 267,487 $ 275,511
Vacancy - - 33,602 17,305 11,883 12,239 12,607 12,985 13,374 13,776
Total Rental Income $ - $ - $ 190414 $ 213431 $ 225776 $ 232549 $ 239525 $ 246,711 $ 254,112 $ 261,736
Marginal Non-profit property tax ~ $ - % - % 2500 $ 2550 $ 2,601 $ 2,653 $ 2,706 $ 2,760 $ 2815 $ 2,872
Premium Insurance - - 7,800 8,034 8,275 8,523 8,779 9,042 9,314 9,593
Total PT&lI $ - $ - $ 10,300 $ 10,584 $ 10,876 $ 11,176 $ 11,485 $ 11,803 $ 12,129 $ 12,465
Accounting/Marketing Fees $ - $ - 3% 35,000 $ 36,050 $ 37,132 $ 38,245 $ 39,393 $ 40575 $ 41,792 $ 43,046
Replacement Reserve - - 15,600 16,068 16,550 17,047 17,558 18,085 18,627 19,186
Services and Miscellaneous - - 20,800 21,424 22,067 22,729 23411 24,113 24,836 25,581
Management Fee - - 9,521 10,672 11,289 11,627 11,976 12,336 12,706 13,087
Total Fees $ - $ - $ 9521 $ 10672 $ 11,289 $ 11,627 $ 11976 $ 12,336 $ 12,706 $ 13,087
Resident Manager $ - $ - $ 18,720 $ 19,282 $ 19,860 $ 20,456 $ 21,070 $ 21,702 $ 22,353 $ 23,023
Handyperson - - 12,000 12,360 12,731 13,113 13,506 13,911 14,329 14,758
Payroll Taxes - - 3,686 3,797 3911 4,028 4,149 4274 4,402 4,534
Workers Compensation Ins - - 2,765 2,848 2,933 3,021 3,112 3,205 3,301 3,400
Total Payroll $ - $ - $ 37171 $ 38,286 $ 39435 $ 40,618 $ 41837 $ 43,092 $ 44,384 $ 45,716
Gardening $ - % - $ 6,000 $ 6,180 $ 6,365 $ 6,556 $ 6,753 $ 6,956 $ 7,164 $ 7,379
Cleaning - - 9,000 9,270 9,548 9,835 10,130 10433 10,746 11,069
Trash Disposal - - 2,400 2,472 2,546 2,623 2,701 2,782 2,866 2,952
Repairs & Maintenance - - 12,000 12,360 12,731 13,113 13,506 13,911 14,329 14,758
Total Maintenance & Repairs $ - $ - $ 29,400 $ 30,282 $ 31,190 $ 32,126 $ 33,090 $ 34,083 $ 35,105 $ 36,158
Utilities - - 12,480 12,854 13,240 13,637 14,046 14,468 14,902 15,349
Total Expenses $ - $ - $ 98,872 $ 102,678 $ 106,030 $ 109,185 $ 112434 $ 115,780 $ 119,226 $ 122,775
NOI $ - $ - $ 91542 $ 110,753 $ 119,745 $ 123,364 $ 127,091 $ 130,931 $ 134,887 $ 138,961
Total Acquisition Costs 2,120,968 (859,421) (1,111,423) - - - - - - -
Total Rehabilitation Costs 200,920 (1,222,782) - - - - - - -
Total Other Costs 10,891 10,400 10,400 10,400 10,400 10,400 10,400 10,400 10,400
Loan Administration Fee - - 4,759 4,759 4,759 4,759 4,759 4,759 4,759 4,759
Operating Cashflow $ (2,120,968) $ 647,609 $ 2,410,588 $ 95,594 $ 104587 $ 108,205 $ 111932 $ 115,772 $ 119,728 $ 123,803
Investor/Partner Service Fees 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
Residual Cash Flow to General Partner / Lender 76,542 95,753 104,745 108,364 112,091 115,931 119,887 123,961
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Appendix C: Sources and Uses of Funds

Sources of Funds Amount Uses of Funds Amount
ACQUISITION/PREDEVELOPMENT SOURCES ACQUISITION/PREDEVELOPMENT USES
Bridge/Predevelopment Loan $ 2,210,000 Purchase Price $ 1,700,000
Closing Costs 34,000
Broker Fees 85,000
Relocation Fees -
Carrying Costs 51,000
Architecture/Engineering 130,000
Predevelopment Loan Fees 33,150
Predevelopment Insurance 20,000
Fees & Permits 26,000
TCAC Application Fees 10,891
Soft Cost Contingency 9,922
Total Potential Acquisition/Predevelopment
Sources $ 2,210,000 Total Acquisition/Predevelopment Uses $ 2,099,963
CONSTRUCTION/REHAB SOURCES CONSTRUCTION/REHAB USES
Construction Loan $ 192,852 Architect Construction Administration $ 65,000
Veteran Grant Program 358,154 Offsite Costs 1,000
Base Construction 198,432
Other Contract Costs 11,634
Common Area Furnishings 13,000
Onsite Supervision 23,812
Construction Project Manager 70,000
Developer Overhead 29,765
Predevelopment Loan Interest 109,820
Construction Period Taxes, Insurance 7,200
Construction Loan Origination Fee 1,500
Construction Contingency 19,843
Total Construction Sources $ 551,006 Total Construction/Rehab Uses $ 551,006
PERMANENT SOURCES LEASE UP PHASE
Tax Credit Equity (Limited Partner) $ 1,111,423 Operating Reserve (3 months) $ 25,670
Predevelopment Loan Paydown (2,210,000 Residual Loan Origination Fee $ 12,228
Residual Receipts Loan from HCD and/or MHSA 1,222,782 Legal Fees 25,000
Lease Up Period Interest & Carrying Costs 50,908
TCAC Monitor Fees 10,400
Total Permanent Sources $ 124,205 Total Lease-Up Uses $ 124,205
Total Sources of Funds $ 2,775,174 Total Uses of Funds $ 2,775,174
Total Source of Funds per Unit 106,737 Total Use of Funds per Unit 106,737
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