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h 4 HOUSING COMMISSION

DATE ISSUED: February 17, 2010 ' REPORT NO: HCR 10-026
ATTENTION: Chair and Members of the Housing Commission

For the Agenda of March 19, 2010
SUBJECT: Affordable Housing Fund Fiscal Year 2011 Annual Plan (Citywide)
REQUESTED ACTION:

Provide direction on the proposed Affordable Housing Fund (AHF) Fiscal Year 2011 (FY11) Annual
Plan (Annual Plan) and approve submission of the Annual Plan to the City Council for approval.

STAFF RECOMMENDATION:
That the Housing Commission receive public comments on the draft Annual Plan, make modifications
as necessary, and recommend approval by the City Council.

BACKGROUND: _

In June 2003, the San Diego City Council revised Municipal Code Chapter 9, Article 8, Division 5 (the
Ordinance) to create an AHF. The AHF includes two permanent, annually renewable sources of
revenue to address the housing needs of the City’s very low- to moderate-income households: the
Inclusionary Housing Fund (IHF) and the San Diego Housing Trust Fund (HTF).

Section 98.0507 of the Ordinance requires City Council approval of an AHF Annual Plan by June 30 of
each year. The Annual Plan describes the programs to be funded by the AHF, intended beneficiaries of
the programs, and allocation of anticipated revenues. The Ordinance provides parameters for the use
of AHF revenues but allows some flexibility within this framework. Attachment 1 is the proposed
allocation of revenues by activity. Attachment 2 is the proposed Annual Plan for FY 11; it incorporates
the Housing Commission’s FY 11 Model Programs. In addition to allocating anticipated revenues
among eligible activities, the Annual Plan provides an opportunity to review and update the Model
Programs in response to community needs and past performance.

The HTF is primarily funded by commercial linkage fees. On October 20, 2009 the City Council
approved the Land Use & Housing Committee’s recommendation that the Commission obtain an
updated linkage fee study. The Commission has issued a Request for Proposals (RFP) for the
preparation of a new linkage fee study as well as a second RFP for a study recommending alternate
funding sources for the HTF and best practices in the affordable housing field. The studies are
expected to be completed in mid-2010. The Commission obtained community input on both RFPs via
stakeholder meetings.

FISCAL CONSIDERATIONS:

The Annual Plan FY11 budget is $9.1 million and is incorporated into the Housing Commission’s
proposed FY11 Budget. It is comprised of estimated unrestricted HTF and IHF revenues, restricted
Housing Rehabilitation Trust Funds of $154,511, and restricted Cal State HTF funds of $1,151,784; an
ynrestricted fund of less than $40,000 within the HTF is limited to owner-occupied rehabilitation
activities. The Housing Commission or City Council can redirect the proposed distribution of funds
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among housing activities or modify specific model programs. However, redistribution of funds would
be subject to the Ordinance’s requirements and limitations regarding the percentage of funds that can
be allocated to benefit recipients with very low, low and moderate incomes. Any redistribution
discussion should also consider the AHF’s relation to the overall HC budget.

PREVIOUS COUNCIL and/or COMMITTEE ACTION:
City Council has adopted a funding plan each year in accordance with the Ordinance.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:

Housing Commission staff attended recent community group meetings in Kearny Mesa, Normal
Heights, and San Ysidro, and will attend the Community Planners Committee on March 23 to solicit
written suggestions on the programs to be funded by the AHF. No written comments have been
received to date.

ENVIRONMENTAL REVIEW:

The proposed activity is not a project within the meaning of the California Environmental Quality Act
(CEQA); therefore no CEQA processing is required. The project is exempt from processing under the
National Environmental Policy Act since no federal funds are implicated by this action.

KEY STAKEHOLDERS & PROJECTED IMPACT

The beneficiaries of AHF programs are very low- to moderate-income households in the City of

San Diego. Residential developers, nonprofit housing providers and financial institutions may also be
impacted by program changes. Should all anticipated FY 11 revenues be collected and allocated as
proposed, the estimated affordable housing production impact would be: 1) 66 rental units created for
very low-income families; 2) 15 rental units created to provide permanent or transitional housing for
extremely low-income persons with special needs; 3) 20 low- to moderate-income homebuyers
assisted; 4) 66 loans and grants to very low-income homeowners for rehabilitation and preservation of
single family and mobile homes and accessibility grants for units occupied by tenants with disabilities;
and 5) 700 transitional housing beds for very low~income, formerly homeless individuals and families.

Respectfully submitted, Approved by,

Cissy Fisher Carrol M. Vaughan
Vice President Executive Vice President &
Special Housing Initiatives Chief Operating Officer
Attachments:

1. Proposed Allocation of FY 2011 AHF Revenues by Activity.
2. Draft Affordable Housing Fund Fiscal Year 2011 Annual Plan and Model Programs.

Hard copies are available for review during business hours at the Housing Commission offices at 1122
Broadway, San Diego, CA 92101, Main Lobby and at the Office of the City Clerk, 202 C Street, San
Diego, CA 92101. You may review complete docket materials on the San Diego Housing Commission
website at www.sdhc.org.



ATTACHMENT 1

Proposed Allocation of FY2011 AHF Revenues by Activity

% of
Program Budget | Budget Production

Rental Housing Development $4,739.8991  52% 64 units

New Rental Housing

Existing Rental Housing
Special Purpose Rental Housing $962,087F 11% 20 units
Homeownership $660,0001 7% 20 units

Shared Appreciation

Downpayment/Closing Cost Assistance

Acquisition with Rehabilitation

Foreclosure Prevention
Rehabilitation $418,553 5% 64 units

Owner Occupied (4 units)

Mobile Home Repair Grants (50 units)

Accessibility Grants - Tenants with Disabilities (10 units)

400 transitionat housing

Transitional Housing $1,290,562| 14%  |beds
Nonprofit Capacity Building $60,000 1% 2 projects

Predevelopment Financial Assistance

Fmergency Loan Fund Program

Nonprofit Technical Assistance

Nonprofit Support
Reserves & Targets of Opportunity $446.493 5% 2 projects
Administration $488.,266 5%
Legal $60,000 1%

TOTAL| $9,125,860 160%
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SAN DIEGO AFFORDABILE HOUSING FUND

FY 2011 ANNUAL PLAN

INTRODUCTION

The City of San Diego’s Affordable Housing Fund is funded primarily with permanent, annually
renewable sources of funds to help meet the housing assistance needs of the city’s very low- to
moderate-income households. The City Council expressed this intent in Municipal Code
Sections 98.0501-98.0518. In general, the Affordable Housin --Fund’-.s__purposes are to:

1) Meet a portion of the need for housing affordable to households wn;h very low, low,
median and moderate incomes; C i

2) Leverage every one dolar of City funds w1th two doliars of non-City qubSde captital
funds;

3) Support the Balanced Communities Pohcy ::fostenng a mix of family i incomes in
projects assisted by the Fund and d1spel sing affordabie housing projects throughout the
City:

4) Preserve and maintain renter and owneishlp afforddblc housing; and

5) Encourage private sector activities that advance these goals

The Annual Plan implements the Clty Councﬂ s intent by adoptmg an overall strategy for use of
Affordabfe Housmg Fund maneys Developmeni of this Annual Plan is gmded by the Hommg

Alloca 1on of Affordable sing Fﬁﬁd resources takes into consideration the policy parameters
set by the: Affordabie Housing Fund Ordinance, the availability and requirements of other
funding sourcee and Housing Commission goals and objectives set forth in the Housing

Commission’s F‘YZOH Bud’ tand FY2011 Business Plan.

The FY2011 Annual Plan mciudes the suggested allocation of Housing Trust Fund and
Inclusionary Housing Fund forecasted revenues for FY2011, an Ordinance Compliance Analysis
for the Housing Trust Fund, and a description of model programs and beneficiaries.



AFFORDABLE HOUSING FUND
Use

The Affordable Housing Fund contains two main revenue accounts: the Housing Trust Fund
account and the Inclusionary Housing account.

The Housing Trust Fund:
Housing Trust funds, as per Ordinance O-17454 may be used in any manner, through loans,
grants, or indirect assistance for the production and maintenance of assisted units and related

facilities. To comply with the Ordinance, Housing Trust Fund monies sha]l be allocated:

» At least 10 percent to Transitional Housing,

» At least 60 percent to very low-income’ ouseholds (defined as households with
incomes at or below 30 percent of area medlan mcome)

No more than 20 percent to housing for low mcome ¢ households (defined as
households with incomes between SO percent and 8{) percent of area median income)
and :

\/:’

» No more than 10 percent to moderate i income ﬁrst—nme homebuyers (for purposes of
the Housing Trust Fund, defined as heuseholds with incomes between 81 and 120
percent of area median income).

Inclusionary Housing Fund:

San Diego Municipal Code Secnon 98.0505 ns the priority of expenditure of Inclusionary
Housing funds. Inclusionary reguiataons require that rental housing is affordable to households
earning <65% AMI and for sale housing is affordable to houscholds earning <120% AML As
aHowed by Section 9%. 05()5 FY?2011 Inclusionary Housing funds shall be invested in:

° Comtrucuon of new affordab]e rental housing, including Specml Purpose Housmg

e [and Banking: Housing Commission purchase of land or improved property for future
development.

¢ Homeownership Opportunities — either new construction of affordable for-sale housing or
financing programs to encourage and increase homeownership opportunities for low or
moderate-income households (at/below 120% AMI).

San Diego Municipal Code section 98.0505 generally provides that priority for spending
Inclusionary Housing funds shall be given to the Community Planning Area from which the
funds were collected. The Housing Commission maintains records regarding the amount of



money collected from each Community Planning Area and is responsible for reinvesting the
funds collected. Sufficient funds must be collected and investment opportunities must exist in
specific geographic areas for a precise match between the area of collection and the use of funds
to occur in this manner.

Recognizing the significant need for affordable housing, and the desire to provide housing
opportunities as soon as possible, the Housing Commission will invest Inclusionary Housing
funds as follows:

Rental Housing Production
1.

Funding Avaﬂabzhty for the Construction, Acqmsmon and Opezatlon of Affmdab
Rental Housmg Funding awards shall be in acgordance with Housmg Commission

poss1b]e

Homeownership :

I. Purchasers apply through pammpatmo lenders subject to the loan policies of the
Housing Commission. Fundi g shdll be in accordance with Housing Commission
policies and program rules. i

2. Funds shall be invested in the Commumty Planmng Area (CPA) of origin when
possible. : i

Revenue Forecast

Approx;mateiy $9. 1 mﬂlmn 18 expected to be zwaﬂabie in FY2011, consisting of over $3.6

million in new revenue and $5.4 million in e%tlmated carryover. New revenue includes linkage

fees, mclusmn"_ / fees loau repayments and apoten’ﬂal matching HTF grant of $1 million.

sing Commmmn 139ued a Request For Proposals (RFP) for an updated linkage fee study
for a study recemmendmg alternate funding sources for the HTF and best practices
2010. The studies are expected to be completed in mid-2010.and any new fees or
rates woul pmbably take effect after FY2011.

Fund Allocatlon and Pmd ction

Funding recommendatmns are made in accordance with established Housing Commission
policies and require Housing Commission or Housing Authority approval of specific projects and
activities. Some discretionary transfer of funds between eligible activities is permitted, but all
funding recommendations must be consistent with the Annual Plan.



The proposed allocation of Affordable Housing Fund funds for FY2011 is as follows:

% OF
PROGRAM BUDGET BUDGET | PRODUCTION
Rental Housing Development $4,739.899 52% 66 units
New Rental Housing;
Existing Rental Housing
Special Purpose Rental Housing : $962,087 1% 20 units

: 7.% 20 units

Homeownership $660,000 |
Shared Appreciation and Deferred Payment
Loans and Closing Cost Assistance Grants;
Acquisition with Rehabilitation;
Foreclosure Prevention

Rehabilitation - $418,553 5% 64 units
Owner-Occupied (4 units):

Mobile Home Repair Grants (50 units); 3
Accessibility Grants -Tenants With Disabilities |
(10 units)

Transitional Housing $i-;29:ﬂ,'562 14% 400 transitional
' R housing beds
Nonprofit Capacity Building e S 36000001 <1% 2 projecis

Predevelopment Financial Assistance; .
Emergency Loan Fund Program, '
Nonprofit Technical Assistance; . . o

Nonprofit Support i+
Reserves & Targets of Opportunity - L $446,493 5% 2 projects
Administration S o $488,266 5%
Legal = T 860,000 1%
TOTAL | $9,125,860 100%

Since the inception of the Héi;sing Trust Fund in 1991, over $88 million has been invested in
San Diego communities, leading to the production of over 8,300 affordable units and supporting
an average of approximately 480 transitional housing beds per year.

HOUSING COMMISE {ON MODEL PROGRAMS OVERVIEW

Funding is allocated on an annual basis among the various activities authorized by Chapter 9,
Article 8, Division 5 of the San Diego Municipal Code. '

To assure that the City serves its residents in the best possible manner, the Housing Commission
continues to solicit ideas for improving the Model Programs to better respond to community
needs for affordable housing and quality neighborhoods. Model Programs change from time to
time; they are not intended to preclude investment in an opportunity that is not specifically
described in the Model Programs Section.




The following is a general description of the possible investment activities planned for FY2011.
These activities are described more fully in the attached Model Programs.

Rental Housing Development

Advantageous financing to developers of units with below-market rents and land banking
activities by the Housing Commission. Program includes deferred loans, below market interest
rates, and matching funds for State, Federal, and private financing. 'Housmg Commission Policy
PO600.301 contains additional information regarding the Housmg Commission’s financial
participation in housing development, acquisition with rehabilitation, and large rehabilitation
projects.

Special Purpose Rental Housing

Advantageous financing to developers of transitional he or affordable units with related
services that serve persons qualifying under federally or locally determined Special Needs or
Specx al Purpose categories. Prorrram mciudes deferred loatts;’ below mzuket mterest rates,

Housing Commus:on Policy {30600 ")01 contams dddluenal mformatmn regarding the Housmg
Commission’s {inancial pammpatmn in hous,mg development ac,quisltion with rehabilitation,
and large rehabilitation pm_;ects' e

First-Time Homebuvers

Junior loan/grant and new constry ruction proarams aneted toward first-time homebuyers with the
ultimate goal _':'_f:;newhbm hood: Stabm?auon and revitalization.

- ovide below-market interest rate deferred loans for the
1ehab1hta’uon of deteriorated or functionally obsolete units. Units must be owner-occupied,
single family to four—plex mobile home. Small accessibility grants are available to very low
income tenants with dlsa’mhtles

Transitional Housing Operations

Grants and loans to nonprofit agencies for operation of transitional housing or permanent
supportive housing facilities, acquisition or leasing of facilities, or improvements to facilities.
Not more than 25 percent of Program funds may be used for administration and supportive
services. At least 10 percent of Housing Trust Fund program funds must be dedicated to
Transitional Housing activities (operations and development).



Nonprofit Capacity Building

Programs for nonprofit developers include project-based financial assistance and technical
assistance.

Rental Assistance

A program designed to assist low-income residents achieve sel s ﬁc;ency by providing limited
amounts of rental assistance.

Reserves and Targets of Opporiunity

A reserve fund that provides flexibility to transfer resources among eligible acthties and to take
advantage of low-income housing opportunities that present the" éives during the course of the
year. The reserve fund also provides for a contingency reser and allows for reimbursement of
housing impact fees when building perrmts exp1re without the commencement of work.

Administration

Funds to provide reasonable ccmpen%atlon to the City of San Dxevo dlld the Housing
Commission for services related to the adnnmstrauon of the Affordable Housing Fund and
associated housing programs. i

Legal

Expenses to tg'btai'n::if_:gai sc—:wi_g::es and prepare loan and grant agreements and related documents.




SAN DIEGO HOUSING COMMISSION

MODEL PROGRAMS
Legend: HTF Housing Trust Fund
INCL: Inclusionary Housing Fund

HOME:  HOME Investment Partner shlps
REDEV: Redevelopment s e
STATE:  State of California Housing ¢ Commumiy Development_; L
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SAN DIEGO HOUSING COMMISSION INCOME AND RENT CALCULATIONS

U.8. Depariment of Housing and Urban Development 2005 SAN DIEGO MEDIAN INCOME:

574,800

Note: The table contains income limits for extremely low, very low and low income, as adjusted for family size and other factors adopied and amended from time to
time by the U.S. Depariment of Housing and Urban Development {HUD). HUD adjusted Sar Diego Very Low Income limits for a “high housing cost area” factor.

Extremely Low income Very Low income
30% AR 35% AMI 40% ARt 50% AR
{Adjusiet by HUD) {Adjusted by HUD) {Adiusted by RUD) {Adjusted by HUL)
Family ANNLLAS, GROSS [ANNUAL GROSS ANNUAL ANNUAL GROSS  TCAGH "Low
Sire Unit Size JINCOME' RENT® [cOME! RENTZ TCACT  RiNCOME' GROSS RENT®  teac® hincows! RENT? HOME™
ONE STUDIO $ 17,350 843415 20,250 3508 $ 23150 679 | & 78 28800 §723 §722
TWS 1-BR & 18,850 54964 & 23,100 $578 $ 26,450 $68115 6103%% 33,050 3826 §774
THREE  12.6R P 22300 6584 & 26,000 3650 5 25750 5744 1§ T431§ 37150 5828 3828
FOUR  [3-BR $ 24800 36201 & 28,806 $723 § 33080 5826 5g] s 4r300] $1083
FIVE 4-BR 3 26,800 TR S 231,200 $780 $ 35700 863 § 44,600 £1,1158
SIX =B8R $ 28,750 §7191 § 33,500 5838 $ 38350 §5859 $ 47500 $1,198
SEVEN 15-BR $ 30,780 37854 % 35,850 3886 § 41,000 $1.,025 § 542001 $1.280
EIGHT § 32,780 $ 38,150 $ 43680 § 54,500
Low Income
60% AMI 65% AN T6% AME BO% AN
{Adusted by HUD) {Adjusted by HUD} (Adjusted by HUG) {Adjusted by HULY)
Family ANREAL GROSS LANNUAL GROSS "High  [JANNUAL GROSE |AmhAlL GROSS
Size tinit Size hincoME' RENT? TeACT  hincome® RENT® HOME™ meoms‘ RENT? {INCOME' RENT®
ONE STUDID $ 34880 5887 667 $37.E00 $840 $920 540,450 $1,011 $46,250 $1,158
TWO 1-BR & 33,660 jas2 5029 42,980 51,074 987 846,250 | 51,156 §52,900 ] %1323
THREE |2-8R $ 44580 | $1,118 $1.114 $48,350 $1,200 $1.187 $52.000 $1,300 $59,500 $1.488
FOUR  {3-BR 8 49,560 | $1,239 $53,700 $4.343 $57.800 | $1.445 356,100 $1.653
FVE 4-BR % 53620 $1,338 $58,000 $1,450 $682,400 $1,660 §71.400 $1,785
SIX 5-BR § 874801 $1.437 362,380 51,558 567,060 | §1,676 576,700 | $1,918
SEVEN  16-BR $ B1,4401 31538 366,600 51,685 $71,650 $1,791 581,950 §2,040
EIGHT $ 85400 370,800 578,300 587,250
160% 120% AMI
Area Metian Income  {No {No HUD adjusiment}
HED adiustraent)
Eamily ANNUAL GROSS [JANNUAL GROSE
Size Unit Size BNCOME' RENT" [INCOME! RENT?
ONE ETUDIG ¥ 62450 S131MyS 62,850 1,874
TWO 18R $ 56800, S14083% 71500 $1,798
THREE {2-BR § 67400, $4.685)%F  BG.900 2,023
FOUR  {3-8R $ 74800 $1.B73}§ 88,900 $2.248
FIVE 4.BR § 80900 B20R3)% 87,100 $2,428
S 5-BR $ 88900 $2473[§% 104,300 £2.608
SEVEN {6-BR § 92900 $2323[% 111500 32,768
igﬂ;e—rr ) $ 98,850 $ 118,650

*TCAC = Tax Credit Allocation Commiltee

1. Annial Ingome = Gross annual income adjustad by family size for Area Median Income (AMI) level. May contain additional adjustments as defermine

annually by HUD, .
Gross rent minus uiifity allowance = maximum cash rent.  See the "San Diego Housing Commission Utility Allowance Schedule” to calculate the utflity aliowance

2.

based on the project’s actual ufilly mix.
3. For projects with multipie funding sources, use the lowest rents applicable. *Low HOME" and "High HOME" renis effactive April 27, 2009

This general income and rental rate information is derived from the U.8. Department of Mousing and Urban Devetopment very low income figures
published March 19, 2608. HOME Rents effective April 27, 2009
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