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BUSINESS OF THE COUNCIL OF THE CITY OF HALF MOON BAY 
 

AGENDA REPORT 
 

For meeting of:  July 19, 2022 
 
TO:  Honorable Mayor and City Council 
 
VIA:  Bob Nisbet, City Manager       
 
FROM:  Jill Ekas, Community Development Director 
  Mike Noce, Housing Coordinator 
      
TITLE: 555 KELLY AVENUE – AUTHORIZATION TO PREPARE AN EXCLUSIVE 

NEGOTIATIONS AGREEMENT AND A PRE-DEVELOPMENT LOAN AGREEMENT 
WITH MERCY HOUSING  

______________________________________________________________________________ 
 
RECOMMENDATION: 
Adopt a resolution authorizing staff to prepare the following, subject to future City Council 
approval:  
1. Exclusive Negotiations Agreement (ENA) between the City and Mercy Housing California 

(Mercy Housing), in order to enable pre-development activities to be undertaken for an 
affordable housing project on a City-owned site at 555 Kelly Avenue and to provide for a 
period of time in which to negotiate a development agreement between the parties, and; 

2. Pre-development loan agreement between the City and Mercy Housing, in order to provide 
potential funding for pre-development activities during the period leading up to the start of 
construction.  

FISCAL IMPACT: 
The fiscal impact of this action is limited to staff and consultant time to prepare necessary 
agreement and loan documents. This action may lead to City Council authorization to provide 
funding to Mercy Housing from the City’s Affordable Housing Fund (AHF) in order to support 
development of an affordable housing project on the City-owned site, and to convey the City-
owned site to Mercy Housing, or an affiliate of Mercy Housing, through a long-term ground 
lease.  
 
STRATEGIC ELEMENT: 
This action supports the Healthy Communities and Public Safety, and Inclusive Governance 
Elements of the Strategic Plan. 
 
BACKGROUND: 
Affordable housing is a multi-year City Council priority. Council has authorized staff to pursue 
affordable housing development feasibility and opportunities of City-owned properties. At its 
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November 9, 2021 housing work session, City Council directed staff to initiate a process for 
development of 555 Kelly Avenue. 
 
555 Kelly Avenue was purchased by the City in 2017. It is a rectangular parcel located south of 
the City’s Ted Adcock Community Center adjacent to Shoreline Station. The property is 
approximately 6,200 square feet and abuts the City’s parking lot located on the south side of 
the Ted Adcock Community Center at 535 Kelly Avenue. In preparing to move this effort 
forward, staff determined that the Community Center parking lot area would likely need to be 
incorporated to make a larger site of approximately 20,000 square feet in order to facilitate the 
economic feasibility of an affordable housing development.  
 
Staff worked with the City’s housing consultant to prepare a Request for Qualifications (RFQ) to 
solicit development interest from nonprofits for developing 555 Kelly Avenue, and/or the 
expanded site including the parking lot area, with affordable housing. The RFQ was released on 
February 15, 2022, and closed on May 23, 2022. The RFQ was originally scheduled to close on 
May 9; however, a prospective applicant team requested a two-week extension and staff 
adjusted the schedule and provided notice of the extended deadline. The RFQ was broadly 
noticed and has been posted on the City website at this link.1 The City received one submittal 
from a two-agency team comprised of Mercy Housing and Ayudando Latinos A Soñar (ALAS).   
 
DISCUSSION: 
The purpose of this agenda item is to introduce the proposal received from the Mercy Housing 
and ALAS team, receive Council feedback about the proposal, establish next steps for both staff 
and Council and secure Council authorization to prepare an ENA and a pre-development loan 
agreement for Council consideration at a subsequent City Council meeting. 
 
Mercy Housing/ALAS Proposal 
In response to the Kelly Avenue RFQ, the Mercy Housing and ALAS team submitted their 
qualifications and a proposal for developing affordable housing for senior farmworkers as well 
as a Farmworker Resource Center on the ground floor. The Mercy Housing and ALAS proposal 
was the only application received by the City in response to the RFQ.  Staff believes that the 
Mercy Housing and ALAS team is well qualified to carry out the proposed project. Mercy 
Housing has successfully completed development of over 10,000 affordable rental units and has 
extensive experience in mixed-use development that combines affordable housing with 
commercial space to form integrated, vibrant housing communities. ALAS, a Latino cultural arts 
and social services program in Half Moon Bay dedicated to supporting the youth and families in 
coastal communities in Northern California, brings a deep connection to the farmworker 
community and experience in serving the social, educational, and cultural needs of the Latino 
community.   
 
As proposed, the development would include 40 affordable units for senior farmworkers as well 
as 2,050 square feet of space for a resource center, which would be staffed and managed by 

 
1 555 Kelly Avenue - Affordable Housing RFQ | Half Moon Bay, CA (half-moon-bay.ca.us) 

https://www.half-moon-bay.ca.us/845/555-Kelly-Avenue---Affordable-Housing-RF
https://www.half-moon-bay.ca.us/845/555-Kelly-Avenue---Affordable-Housing-RF
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ALAS. The proposed building would be four stories in height, with parking and the Farmworker 
Resource Center on the ground floor. Community space, open space, and management offices 
would be provided on the second floor. Mercy Housing proposes to develop the property and 
provide ongoing property management and resident services. ALAS will be a vital partner 
throughout the development process, including in the community outreach, marketing and 
lease-up stages, as well as in operating the Resource Center. 
 
The development spans the larger site that currently includes the City-owned parking lot and 
555 Kelly Ave. In order to maximize the households served as well as the feasibility of the 
project, Mercy Housing is proposing a mix of studio and one-bedroom units which will serve 
senior farmworkers and/or former farmworkers. Based on the Mercy Housing and ALAS team’s 
understanding of the farmworker population in San Mateo County, there is a strong need for 
this type of housing for senior farmworkers, who currently have minimal housing resources or 
options available. Farmworkers are considered a special housing needs group due to their 
limited income and the City is required to address the needs of this community within the 
upcoming Housing Element Update (2023-2031). The agriculture industry, often associated with 
San Mateo County’s coastal region, and the employees supporting this work are a unique 
population who over the past few decades have shifted from a seasonal migrant workforce to a 
more permanent residence according to research performed by the United States Department 
of Agriculture (USDA). Farmworker wages often place them in the acutely low or extremely low 
income categories, as defined by the California Department of Housing and Community 
Development (HCD) for San Mateo County. For example, a single person in the extremely low 
income category earns between $17,450 to $39,150 per year to qualify for this type of 
affordable housing; however, most farmworkers are estimated to earn on the lower end of this 
range at roughly $20,000 per year. Some farmworkers who can no longer work due to the 
physical demands these jobs are expected to have an income that is defined as Acutely Low 
between $0 to $17,450 per year.  
 
Amenities in the development will include the Farmworker Resource Center, which will have 
space to host workshops, provide broadband connectivity, a case manager office, support 
resources, and a community kitchen for local farmworkers. Other amenities would include a 
community room, laundry room, 15 parking spaces (potentially including lifts to increase 
parking supply), a bike storage area, and an outside courtyard.   
 
Staff acknowledges that details of the proposed build-out may change as more detailed design 
plans are developed and also in response to community input. This proposed 40-unit affordable 
housing development is smaller than what is typically being built in today’s affordable housing 
environment due to the various financial feasibility limitations associated with smaller projects. 
Given the size of the development site, several other prominent nonprofit affordable 
developers who were solicited through the RFQ expressed their interest and support but 
declined to respond due to the constrained site area. Mercy Housing held high-level internal 
discussions and made an exception to their policy of not undertaking projects of less than 
around 60-80 units, attributing their decision to a history of affordable housing development 
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activities in Half Moon Bay, a deep interest in serving underserved populations such as 
farmworkers, and their partnership with ALAS. 
 
Financing          
Securing sufficient financing for this type of affordable housing development serving very-low 
and extremely-low income farmworkers is extremely challenging.  Mercy Housing proposes 
using a mix of financing including 9% tax credits, HCD’s Joe Serna Farmworker Housing Grant 
program, and funding from both the City of Half Moon Bay and the County of San Mateo.  It 
should be noted that funding from the County’s Affordable Housing Fund is extremely 
competitive, and the County will expect to see a significant commitment of resources from the 
City of Half Moon Bay in order to commit County funds to the project. The Mercy Housing 
financing proforma includes a funding commitment of $2 million from Half Moon Bay – in 
addition to donation of the land – and a commitment of $3.32 million from the County. 
Currently, the City’s Affordable Housing Fund has a balance of $2.16 million. The ability to 
utilize City-owned land greatly contributes to the financial feasibility of developing affordable 
housing in San Mateo County where land costs are extremely high, and sites are limited. 
 
Importantly, because of the expectation that the residents will have very few financial 
resources (many will not be eligible to receive Social Security), the project also depends on 
receiving rental subsidy for 100% of the units. Mercy Housing is investigating the County’s 
ability to provide some amount of rental subsidy for this project and will work on identifying 
additional rental subsidy. 
 
The hard costs for the Farmworker Resource Center, as well as the tenant improvement costs, 
are included in Mercy Housing’s “Sources and Uses” financing proforma.  ALAS is committed to 
identifying sources to support the development costs of the Resource Center as well as 
programmatic support for the Center. Potential funding and resource development partners 
listed in the proposal include: the Sobrato Family Foundation, We Are All Human Foundation, 
Hispanic Star Bay Area Hub, Salesforce, Life Sciences Care, Latino Community Foundation, 
Silicon Valley Community Foundation, Silicon Valley Latino, Philanthropic Ventures Foundation, 
USF, and Stanford. Additionally, ALAS will look for other funding sources for added assistance in 
supporting the financial sustainability of the Farmworker Resource Center. 
 
Topics of Concern 
While Mercy Housing expressed their enthusiasm in partnering with ALAS and working again in 
Half Moon Bay to bring this development to fruition, they also identified three items of concern 
that could render this difficult-to-develop project infeasible. Their concerns listed in the 
proposal are: 
 
• Property Disposition: Will the City be able to commit to an efficient and timely disposition 

process for the land? 
 
Mercy Housing will need to be assured that the land can be conveyed at the start of 
construction through a long-term ground lease, at a cost that is financially feasible for the 

https://www.hcd.ca.gov/joe-serna-jr-farmworker-housing-grant
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project. 
 

• Zoning: Will the City support significant entitlement concessions that are necessary for the 
project to be viable? 
 
In order to move forward, Mercy Housing will need to be assured that the City is willing to 
make entitlement concessions that allow for the density, height, and parking requirements 
necessary to achieve a viable and financially feasible affordable housing development.  At 
the same time, the Mercy and ALAS team proposes to work with the City and the 
community to make sure the building design fits into the neighborhood and that its 
development and operation does not have a negative impact on the surrounding uses.  

The Local Coastal Land Use Plan establishes this site within the newly created Workforce 
Housing Overlay land use designation. The designation supports development of affordable 
housing for low and lower-income households, especially those with household members 
working in Coastal Act priority industries. Agriculture is a Coastal Act priority land use and 
farmworker housing is identified as both a Coastal Act priority use and a local priority land 
use in the Land Use Plan. For implementation of both the Land Use Plan and forthcoming 
Housing Element, zoning provisions for the Workforce Housing Overlay land use designation 
will be brought forward. Council’s policy oversight of the 555 Kelly Ave. proposal will help 
staff craft the zoning regulations wherein Mercy Housing’s concerns can be addressed.   

• Operational Subsidy: Can the County commit to finding the rental subsidies necessary for 
project feasibility? 

Mercy Housing will explore with the County’s Department of Housing the possibility of 
obtaining County rental subsidy for the project. The County has made provision of 
farmworker housing a high priority and this project would represent a significant 
contribution of affordable housing units targeted to farmworkers in the County. 

Next Steps 
Should the Council authorize staff to negotiate an ENA and draft a pre-development loan 
agreement, staff will proceed with these tasks and bring the draft agreements back to Council 
for consideration at a subsequent City Council meeting.  
 
The purpose of the ENA is to establish terms including the pre-development milestones to be 
achieved prior to execution of a development agreement, the anticipated timeline for 
achieving such milestones, and the roles and responsibilities of the parties. Pre-development 
activities include tasks such as preparing a detailed pre-development budget and preliminary 
financial analysis for the construction of the development; developing site and conceptual 
plans; preparing soils and environmental reports; developing plans for the programming, unit 
mix, occupancy and affordability restrictions; and developing and implementing community 
outreach and engagement plans.  Typically, the ENA leads to execution of a development 
agreement around the beginning of the construction phase. The purpose of a pre-
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development loan is to provide the developer with funds to undertake the pre-development 
activities set forth in the Exclusive Negotiations Agreement. 
 
SUMMARY: 
Staff recommends Council’s approval of the resolution.  Such approval will signal to Mercy 
Housing and ALAS that Council supports the overall concept of the affordable housing proposal 
and will consider a project-related ENA and pre-development loan agreement that staff brings 
back to Council.  
 
Approval of the resolution will also provide Mercy Housing with evidence of substantial City 
support for, and commitment to, the project. Mercy Housing would then be able to present 
such evidence to the County as part of an upcoming funding application released as part of a  
Notice of Funding Availability from the County’s Affordable Housing Fund.  
 
Should Council approve the resolution, next steps will involve staff negotiating a draft ENA and 
pre-development loan agreement which will be brought back to Council for consideration at a 
subsequent City Council meeting. Staff welcomes Council input and feedback regarding the 
proposed developer team, the proposed project description, or any other matter related to 
this proposed affordable housing development. 

 

ATTACHMENTS: 

1. Resolution 
2. Mercy Housing and ALAS Submittal, May 23, 2022 

 

 


