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DATE ISSUED: July 16, 2004 ITEM 100 
 
REPORT NO.: HCR04-52 
   For the Agenda of July 23, 2004 
  
SUBJECT:  State of California CalHome First Time Homebuyer Mortgage 

Assistance Program and FY2005 Budget Revision (Citywide) 
 
 
SUMMARY 

Issue 1:  Should the Housing Commission recommend that the Housing Authority authorize a 
revision to the FY2005 Homeownership Program budget to include the $1 million award 
pursuant to City Council approved application of CalHome First Time Homebuyer Mortgage 
Assistance Program funds from the Department of Housing and Community Development 
(HCD)? 
 
Recommendation 1:  Recommend Housing Authority authorization to revise the FY2005 
budget as presented in Attachment 1 to include the $1 million in CalHome First Time 
Homebuyer Mortgage Assistance Program funds. 
 
Issue 2:  Should the Housing Commission recommend that the Housing Authority authorize a 
FY2005 budget revision transferring $724,312 from Homeownership to replenish Rental 
Housing Production as presented in the Attachment 1? 
  
Recommendation 2:  Recommend Housing Authority authorization to revise the FY2005 
budget to transfer $724,312 of HOME Program Income funds from Homeownership to Rental 
Housing Production. 
 
Fiscal Impact:  Approval of these amendments would increase the Housing Commission’s 
FY2005 Homeownership budget from $4,256,585 to $4,532,273 and increase the Rental 
Housing Production budget from $25,112,392 to $25, 836,704. 
 

 Affordable Housing Impact: The $1 million allocation of CalHome First Time Homebuyer 
Mortgage Assistance Program funds will provide borrowing opportunities for an estimated 14 
low-income families to purchase their first homes.  Household income would be at or below 80 
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percent of Area Median Income (currently $54,800 for a family of four).  The additional rental 
housing funds will partially replace funds previously transferred out of the Rental Housing 
Production budget to pay for the new Condominium Conversion home purchase assistance 
program. 

 
Previous Related Actions: On September 9, 2003, the City Council authorized an 
application to HCD for CalHome Program funds.  On June 15, 2004, the Housing Authority 
approved the FY2005 budget. On June 15, 2004, the Housing Authority approved a FY2005 
budget revision of $890,000 to fund the Condominium Conversion program.  
 

BACKGROUND 

The San Diego Housing Commission’s Homeownership program includes a variety of sources 
providing funds for second trust deed loans and down payment/closing cost assistance grants.  
  
HCD issued a Notice of Funding Availability on July 16, 2003 for $25 million for the 
CalHome Program; the Housing Commission applied for $1 million with City Council 
approval on behalf of the City, which was the maximum application amount for cities with 
higher demand for assistance.  In March 2004, the Housing Commission received notification 
that HCD had awarded the City of San Diego $1 million for the first time homebuyer program. 
 
The previous allocation of CalHome funds ($500,000) received in 2001 has been expended; 12 
low-income families purchased homes with the funds. 
 
 
DISCUSSION 

The CalHome Mortgage Assistance Program provides financing to first time homebuyers 
earning 80 percent or less of AMI in the form of a second trust deed loan.  The CalHome loans 
will be at zero percent interest with payments deferred for 30 years.  The maximum loan 
amount is up to 25 percent of the purchase price.  There is no maximum purchase price; the 
price paid for the property must be substantiated by a qualified appraiser.  The loans are 
repayable upon sale or transfer of the property or when it ceases to be owner-occupied, or 
upon maturity.  The loans will have a shared appreciation provision equal to the percentage of 
the value of the residence financed by the CalHome program funds. 
 
The CalHome Program is funded by the sale of General Obligation Bonds authorized by voter 
approval of Proposition 46.   Historically, no funds for local administration of bond-funded 
programs have been allowed.  However, the State Attorney General has rendered an opinion 
that although bond funds cannot be used for general administration or operating cost, they may 
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be used to reimburse the recipients for activities directly associated with the making of the loan 
to the borrower.   
 
Fees are reimbursed only to the extent of actual costs incurred in making the individual loan, 
not to exceed the amount normally charged in relation to similar loans by other lenders.  Based 
on a survey of lenders providing second trust deed loans, the maximum fees the Housing 
Commission is eligible to receive per loan funded is a one percent loan origination fee (1% of 
the CalHome loan amount), a $500 processing fee and a $250 underwriting fee.  Assuming the 
average loan amount is $72,500, this would result in fee of approximately $1,475 per loan, for 
a total of approximate $20,650 in loan fee revenue for the $1 million in funding.  
 
Housing Authority previously approved moving $890,000 in inclusionary housing funds from 
Rental Housing Production to establish a Condominium Conversion Homeownership Program.  
The transfer of $724,312 would replenish most of those department funds.  
 
ALTERNATIVES 

Do not revise the FY2005 budget to transfer $724,312 from Homeownership to Rental 
Housing activities. If the funds remain in Homeownership for use in the shared equity loan 
program, it would assist10 low-income families with the purchase of a home.  
 
 
Respectfully submitted,     Approved by, 

 
 
 
Cissy Fisher       Elizabeth C. Morris 
Director of Housing Finance and Development President and Chief Executive 

Officer
 
 
V.MONCE (619) 578-7491 
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