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CITY OF SANTA ROSA 

CITY COUNCIL AND HOUSING AUTHORITY 
 
TO: MAYOR AND CITY COUNCIL 

CHAIRMAN AND HOUSING AUTHORITY MEMBERS 
SUBJECT: REVIEW PROPOSED CHANGES OF A MULTI-PHASE, 

MIXED USE DEVELOPMENT IN RAILROAD SQUARE TO A 
STAND ALONE SENIOR AFFORDABLE HOUSING 
DEVELOPMENT AT 3 WEST THIRD STREET AND 
MODIFICATION TO THE PROPOSITION 1C GRANT 
AWARD    

STAFF PRESENTER: FRANK KASIMOV, PROGRAM SPECIALIST 
 ECONOMIC DEVELOPMENT AND HOUSING 
 
AGENDA ACTION: NO ACTION REQUIRED 
_____________________________________________________________________ 
 
The purpose of the study session is to discuss a proposed change to the New Railroad 
Square Project from a multi-phase mixed-use, transit-oriented development on four 
parcels – that included 68 units of senior affordable housing, 211 units of market-rate 
condominiums, and approximately 84,000 square feet of office and retail uses – to a 
stand-alone affordable housing development consisting of 93 1-2 bedroom, senior units 
on one parcel – and corresponding modification to the Proposition 1C Grant award. 
 
On April 2, Council will be asked whether it will approve modification of the Prop 1C 
Grant application to support the stand-alone, affordable senior housing development 
and a commensurate reduction in the Prop 1C grant award from approximately $11.3 
million to approximately $4.3 million.   
 
At a future meeting, following review of a new loan application, the Housing Authority 
will be asked to reconfirm its prior commitment of $1.5 million for affordable housing at 
New Railroad Square.  Consistent with the proposed modification to the Prop 1C Grant 
application, the Housing Authority’s loan commitment would be for the 93-unit project 
as a stand-alone development on the Cannery Site in-lieu of the former 68-unit 
affordable housing project as part of the master development concept.  Additionally, the 
loan commitment would be contingent upon a favorable ruling in a law suit (filed by the 
New Railroad Square developers challenging the State Department of Finance) which 
would return $4 million to the Housing Authority.  By execution of a funding agreement 
in 2011, the Housing Authority previously committed the $4 million for affordable 
housing at New Railroad Square as part of the master development.   
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BACKGROUND 
 
1. In 2009, Railroad Square Associates, LLC (RSA) and the City were successful co-

applicants for an $11.3 million Proposition 1C Infill Infrastructure Grant Program 
(Grant) for New Railroad Square.  The Grant program is administered by the State 
Department of Housing and Economic Development (HCD).   
 

2. The master development concept has been supported by the Council, the (former) 
Redevelopment Agency and the Housing Authority, and has been viewed by many 
people as transformative for the blighted 7.4 acre site in the otherwise vibrant 
Historic Railroad Square.  The site is located generally between the depot/railroad 
tracks, West 3rd Street, Santa Rosa Creek and West 6th Street.  Two parcels, 
totaling approximately 5.4 acres are owned by the Sonoma Marin Area Rail Transit 
District (SMART); and two parcels totaling approximately two acres are owned by 
Santa Rosa Canners, LLC (Canners); a member of RSA (see attached graphic).   
 

3. New Railroad Square has received land use entitlements for 93 residential units, 
certain environmental clearances and financial pledges from local, state and federal 
agencies, and private entities for a development at 3 West 3rd Street (see attached 
Table 1: Support for New Railroad Square).   

 
ANALYSIS 
 
1. Real estate and financial markets continue to be weak for new commercial and new 

market-rate residential construction amid other challenges to the financial feasibility 
of the project, and the vision of the New Railroad Square master development has 
become uncertain.  First, the ability to secure financing for new commercial and new 
market rate residential construction continues to be difficult.  In addition, the State’s 
dissolution of Redevelopment has resulted in a potential loss of local funding for the 
project, and, as a result, loss of state and federal funding, too.  Finally, the 
developer’s options to purchase and be the master developer of the SMART parcels 
have expired.   
 

2. Other multi-phase projects that received Prop 1C Grant awards have experienced 
similar difficulties, and HCD has responded by revising the Proposition 1C Grant 
program guidelines to allow grant recipients an opportunity to modify their 
projects/applications from a multi-phase project to a single project with a 
commensurate reduction in the grant award.  
 

3. The proposed change to the New Railroad Square Project is from a multi-phase 
mixed-use, transit-oriented development on four parcels – that included 68 units of 
senior affordable housing, 211 units of market-rate condominiums, and 
approximately 84,000 square feet of office and retail uses – to a stand-alone 
affordable housing development consisting of 93 1-2 bedroom, senior units on one  
 



REVIEW PROPOSED CHANGES OF A MULTI-PHASE, MIXED USE DEVELOPMENT IN RAILROAD 
SQUARE TO A STAND ALONE SENIOR AFFORDABLE HOUSING DEVELOPMENT AT 3 WEST THIRD 
STREET AND MODIFICATION TO THE PROPOSITION 1C GRANT AWARD   
Page 3 of 4  
 

 
parcel – and a commensurate modification to the Proposition 1C Grant award from 
$11.3 million to $4.3 million.    

 
4. The stand-alone affordable housing project would be located at one of the Canners’ 

parcels at 3 West Third Street (the “Cannery Site”).  Land use entitlements for 93 
residential units at the Cannery Site have been granted.  Design Review approval is 
pending.  A  Senior Housing combining district overlay zone may also be applicable 
to the senior project.    

 
5. In addition, the developer is requesting that the Housing Authority review a new loan 

application in the amount of $5.5 million along with the modification of the number of 
affordable units from 68 located on one of the SMART parcels within the master 
development to a 93 unit stand alone development located on the Cannery Site.  
The requested $5.5 million loan includes reconfirmation of a prior Housing Authority 
commitment to the project of $1.5 million plus the authorization to utilize $4 million, 
contingent upon successful outcome of a law suit filed by the developer challenging 
the State Department of Finance.  The $4 million has been committed New Railroad 
Square Project by a prior funding agreement.   

 
6. Key provisions of the Prop 1C Grant program include:   

 
a. Prop 1C program deadlines:   

 
i. April 2, 2013 – As a co-applicant to the Prop 1C grant with RSA, 

the City Council will be asked to take action for a 93-unit senior 
affordable housing development as a stand-alone project to receive 
$4.3 million of Prop 1C grant funding.   

 
ii. June 30, 2013 – This is the date by which all agreements to carry 

out the stand-alone project would be in place.   
 

iii. June 30, 2014 – This is the date by which building permits issued 
and the commencement of construction, but this date may be 
extended by up to five years by HCD. 

 
iv. February 1, 2016 – This is the date by which Prop 1C funds must 

be disbursed. 
 

v. June 30, 2017 – This is the date by which the housing units must 
be completed, but this date may be extended by up to five years by 
HCD. 

 
b. The “clawback” provision of the Prop 1C Grant program provides that any 

Prop 1C money spent on infrastructure must be returned to HCD if 
building permits have not been issued / construction started by June 30,  
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2014 (or as extended by HCD).  However, the risk of a “clawback” is 
managed because disbursements of Prop 1C funds will occur after 1) all 
project entitlements have been granted; 2) all project agreements have 
been executed; and 3) all project financing has been secured.   

 
c. Under the “retention” provision of the Prop 1C Grant program, HCD 

retains 10% of the grant funds, or approximately $430,000, until all final 
disbursement conditions have been met.  One of the conditions is that 
project has received a certificate of occupancy.   

 
7. In summary, although New Railroad Square has received certain land use 

entitlements, environmental clearances and/or financial pledges from local, state 
and federal agencies, and private entities, real estate and financial markets continue 
to be weak for new commercial and new market-rate residential construction amid 
other challenges.  As a consequence, the reality of the master development concept 
of a multi-phased, mixed-income, mixed use, transit-oriented development, is not 
feasible at this time.  The proposed modification to the Prop 1C Grant project would 
provide 93 senior affordable units as a stand-alone project on the Cannery Site 
rather than 68 senior units located on one of the SMART parcels within the mixed 
used development plan.  With this modification, the Prop 1C grant would be reduced 
from $11.3 million to $4.3 million.   
 

8. No action is requested; however, the Council and Housing Authority may discuss 
and provide questions for staff to include in its further research and discussion for 
the subsequent meetings at which an action will be requested.   

 
Author: Frank Kasimov, Program Specialist 
Attachments: 
 

• Table 1: Support for New Railroad Square 
• Locational Graphic 
• The Housing Authority and Affordable Housing  
• Briefing Prepared by Santa Rosa Canners LLC 



 

 

TABLE 1: SUPPORT FOR NEW RAILROAD SQUARE 
 

 
From 

 

 
What 

 
When 

City of Santa Rosa 
 

Land Use Entitlements and Landmark Alteration 
Permit for 93 units on the Cannery parcel (1.3 
acres). 
 

2008 

Santa Rosa Canners, LLC and 
SMART 
 

Options for Canners to purchase adjacent SMART 
parcels for development of New RR Square. 
 

2009 

Former Redevelopment 
Agency (RDA) 
 

$1.5 million commitment  2009 

Housing Authority  
 

$1.4 million loan commitment  2009 

Housing Authority  
 

$3.6 million based on the HA’s acknowledgement of 
the project as its priority  
 

2009 

Cal. Dept. of Housing and 
Community Development 
 

$11.3 million Prop 1C Grant award 2009 

North Coast Regional Water 
Quality Control Board 
 

No further action (NFA) status for remediation of 3 
West Third Street (Cannery site) and substantial 
remediation work on adjacent Canners site leading 
to expected NFA status on that parcel. 
 

2009 

City, RDA and Housing 
Authority  
 

Funding Agreements in the amounts of $4M for 
affordable housing and $1.5M for infrastructure to 
support the City’s obligation to the state for local 
contribution under the Prop 1C grant application.  
Additionally, the Housing Authority affirmed New RR 
Square as a priority project.  
 

2011 

US Dept of Housing and Urban 
Development (HUD) 

$1.5 million Brownfields Economic Development 
Initiative (BEDI) Grant award 
 

2011 

HUD $5.6 million Section 108 Loan (the BEDI Grant is 
subject to final approval by HUD of the loan, the 
application deadline is Sept 2013) 
 

2011 

Club One Health Club Letter of intent to locate on the Cannery site (later 
withdrew) 
 

2011 
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The Housing Authority and Affordable Housing 
 

The Housing Authority, a separate legal entity, is a seven member policy board supported by 
the Department of Economic Development and Housing.  The program areas include the Santa 
Rosa Housing Trust (SRHT), Homeless and Community Services, and the Section 8 Housing 
Choice Voucher Program.    
 
Through the SRHT, the Authority works to maximize and leverage available Federal, State, and 
local resources to assist in the development of affordable housing, the preservation and/or 
rehabilitation of low income housing, the development and maintenance of homeless shelters, 
and the acquisition and development of facilities for the physically and developmentally 
disabled.   
 
Annually, available resources such as:  Community Development Block Grant (CDBG), HOME, 
Housing In-Lieu Fee, and Real Property Transfer Tax funds, in addition to program income 
received from a variety of funding sources, are pooled together to support affordable housing 
programs and projects.  The Housing Authority makes funding commitments for specific 
affordable housing projects through an application process.  Each application is evaluated on its 
own merits.   
 
With the dissolution of Redevelopment low & moderate income housing resources are no longer 
available.  That coupled with declining local resources, those tied to market rate development or 
the real estate market, has resulted in a dramatic reduction in the amount of funds available for 
affordable housing purposes, thus creating more demand than resources available.   
 
In addition to New Railroad Square, there are several other affordable housing developments 
that have received financial support from the Housing Authority and are awaiting additional 
resources to compete for tax credit funding, a key financing source in the form of an equity cash 
contribution.  These projects include:   
 

Affordable Housing Units Subsidized by the Housing Authority But Not Yet Built 
 

Project Developer Total # of 
Affordable 

Units 

Units by 
Area 

Median 
Income  

Type Existing 
Housing 
Authority 
Subsidy 

Quadrant 

Catalina Burbank 
Housing 
 

60 60 @ 80% Ownership $5,000,000 SW 

Crossing on Aston Urban Housing 26 4 @ 30% Multi-Family  $1,559,000 SE 
 16 @ 50%  

6 @ 80% 
Crossroads Burbank 

Housing 
89 32 @ 30% Multi-Family  $1,950,000 SW 

 22 @ 50%  
35 @ 60% 

Lantana Place Burbank 
Housing 

94 36 @ 30%  $2,378,703 SW 

 50@ 50%  
Tierra Springs Riverside 

Charitable 
41 5 @ 30% Multi-Family  $1,650,000 SE 

 21 @ 50%  
15 @ 60% 

New RR Sq. SR Canners  92 10 @ 30% Senior Rental  NW  
 62 @ 50%  

20 @ 80% 
Total   402   $12,537,703  
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