
 

MEETING DATE:  April 25, 2025 HCR25-024 

SUBJECT: Proposed Fiscal Year 2026 City of San Diego Affordable Housing Fund Annual Plan 

COUNCIL DISTRICT: Citywide 
ORIGINATING DEPARTMENT: Financial Services Department  
CONTACT/PHONE NUMBER: Suket Dayal (619) 578-7665 

REQUESTED ACTION: 
Recommend that the San Diego City Council approve the proposed Fiscal Year 2026 City of San 
Diego Affordable Housing Fund Annual Plan as presented in this report. 

EXECUTIVE SUMMARY OF KEY FACTORS: 
• The San Diego Municipal Code requires the San Diego Housing Commission (SDHC) to present

an Annual Plan for the use of the Affordable Housing Fund (AHF) revenues to the SDHC Board
and City Council for approval by June 30 of each year and prescribes parameters for the
distribution of those projected revenues.

• This is a request to approve the Proposed Fiscal Year (FY) 2026 AHF Annual Plan Program
Activity Allocation of $32,811,745 in anticipated funds (also included in the proposed FY 2026
SDHC Budget), of which $15,757,789 was approved in prior years, and the proposed Model
Programs.

• If all anticipated FY 2026 funds are collected and allocated as proposed, the AHF’s estimated
affordable housing production impact would be: 1) Gap financing for approximately 150 affordable
rental housing units for households with very low-income; 2) 106 Transitional Housing beds provided
for very low-income individuals and families experiencing homelessness; 3) housing opportunities
created through the Landlord Engagement and Assistance Program (LEAP) for 645 households
experiencing homelessness; 4) rental assistance and wraparound case management through Rapid
Rehousing for 8 households experiencing homelessness; and 5) 251 households prevented from
becoming homeless and diverted out of the homelessness system through the Prevention and
Diversion Program and Flexible Spending Program.

• Model Programs reflect programs to which the investment of AHF funds is permitted but is not
required. In addition, they are not intended to preclude investment in an opportunity that is not
specifically described in the Model Programs section.

• SDHC staff recommends nine changes to the Model Programs, which are detailed in the staff
report.

EXECUTIVE SUMMARY 

Item 104



DATE ISSUED: April 17, 2025 REPORT NO: HCR25-024 

ATTENTION: Chair and Members of the San Diego Housing Commission 
For the Agenda of April 25, 2025 

SUBJECT: Proposed Fiscal Year 2026 City of San Diego Affordable Housing Fund Annual Plan 

COUNCIL DISTRICT: Citywide 

REQUESTED ACTION 
Recommend that the San Diego City Council approve the proposed Fiscal Year 2026 City of San Diego 
Affordable Housing Fund Annual Plan as presented in this report. 

STAFF RECOMMENDATION 
That the San Diego Housing Commission (SDHC) Board of Commissioners (Board) recommend that the 
San Diego City Council (City Council) take the following actions: 

1) Approve the Proposed Fiscal Year (FY) 2026 City of San Diego Affordable Housing Fund
Annual Plan Program Activity Allocation of $32,811,745 in anticipated funds (also included in
the proposed FY 2026 SDHC Budget), of which $15,757,789 was approved in prior years, and
the proposed Model Programs.

2) Authorize SDHC’s President and Chief Executive Officer (President and CEO), or designee, to
reallocate funds among the proposed Model Programs included in the FY 2026 Affordable
Housing Fund Annual Plan in response to market demands and opportunities.

SUMMARY 
On June 3, 2003, the City Council amended San Diego Municipal Code (Municipal Code) Chapter 9, 
Article 8, Division 5 (Code) to create an Affordable Housing Fund (AHF). It was created to meet, in part, 
the housing needs of the City of San Diego’s (City) very low-, low-, and median-income households 
and has two permanent, annually renewable funding sources: 

1. Inclusionary Housing Fund (IHF), which is funded from fees charged to residential
development; and 

2. Housing Trust Fund (HTF), which is funded from fees charged to commercial development.

The Municipal Code requires SDHC to adopt an AHF Annual Plan for the use of the AHF revenues and 
prescribes parameters for the distribution of those projected revenues. The AHF Annual Plan must 
include a description of all proposed programs to be funded, intended beneficiaries and the allocation 
of anticipated funds. The AHF Annual Plan must be presented to the SDHC Board and City Council for 
approval by June 30 of each year. The AHF is one of the multiple funding sources SDHC administers 
for housing assistance and homelessness programs. The AHF Annual Plan includes the proposed 
uses of only the AHF, and the anticipated outcomes associated with the AHF; it does not reflect all 
anticipated outcomes for all programs and funding sources SDHC administers. 

SDHC staff has proposed the FY 2026 (July 1, 2025 – June 30, 2026) allocations in accordance with 
estimated available resources and previously approved policy objectives. All proposed allocations are 
estimates. Attachment 2 details the FY 2026 projected revenue and fund balances and provides 
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descriptions of AHF revenue sources. Attachment 3 shows the proposed allocation of funds by activity, 
as well as production estimates. Actual allocations will depend on SDHC Board and City Council final 
approvals, the timing of project applications, funding commitments and expenditure deadlines of other 
available funding sources. Attachment 4 shows approved and pending projects with funding from the 
AHF. 

 
The proposed AHF Annual Plan (Attachment 1) describes the purpose and intent for the use of the AHF, 
descriptions on the uses of the two permanent sources of funds, fund allocations (including the 
reallocation of discontinued funds) and production. 

Proposed Changes in the Model Programs 
SDHC staff is recommending the following changes to the Model Programs: 

1. Middle-Income Housing – Mixed-Income Projects 
• Application method amended to omit funding availability through a Request for Proposal 

(RFP). Funding shall only be available through a Notice of Funding Availability (NOFA). 
2. Accessory Dwelling Unit Finance Program 

• Permanent Loan Options – Remove verbiage stating that the loan term would correspond 
to the affordability term. 

3. Middle-Income First-Time Homebuyer Program 
• Loan terms updated to include 15-year or 30-year loan terms. 

4. Regional Task Force on Homelessness (RTFH) Support 
• Refines RTFH’s role in relation to administration of funds awarded, including administering 

Federal Continuum of Care funds and other sources of State and Local funding.  
• Expand the scope of the program to include capacity building.  

5. Homelessness Prevention & Diversion 
• Expand the scope of the program by including decreasing the length of shelter stays and 

working to prevent shelter stays altogether by identifying alternative housing.  
6. Rename “Family Unification Program” to “Family Reunification Program”  
7. Outreach 

• Amend scope to remove example of “critical behavioral medical care resources” as a 
supportive services.  

8. Flexible Housing Fund Program (FLEX)  
• Remove the previously included term restriction of “assistance can be up to one year.” 

9. Homeless Response Center  
• Remove housing assessments from the scope of the Homeless Response Center.   

AFFORDABLE HOUSING IMPACT 
If all anticipated FY 2026 funds are collected and allocated as proposed, the AHF’s estimated 
affordable housing production impact would be: 1) Gap financing for approximately 150 affordable 
rental housing units for households with very low-income;   2) 106 Transitional Housing beds provided 
for very low-income individuals and families experiencing homelessness; 3) housing opportunities 
created through the Landlord Engagement and Assistance Program (LEAP) for 645 households 
experiencing homelessness; 4) rental assistance and wraparound case management through Rapid 
Rehousing for 8 households experiencing homelessness; and 5) 251 households prevented from 
becoming homeless and diverted out of the homelessness system through the Prevention and 
Diversion Program and Flexible Spending Program. 

NONDISCRIMINATION ASSURANCE  
At SDHC, we’re about people. We are committed to ensuring a compassionate, person-
centered approach to SDHC’s programs, policies, projects and activities and to serving our 
community impartially, fairly and without bias. We are also committed to ensuring compliance 
with all applicable federal, state and local laws and protections to the extent that they affect 
this action relative to nondiscrimination.   
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FISCAL CONSIDERATIONS 
The proposed funding sources and uses approved by this action are included in the proposed FY 2026 
SDHC budget. Approving this action will not change the FY 2026 Total Budget, but will allocate 
funding sources among uses as shown in the following table: 
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PREVIOUS COUNCIL and/or COMMITTEE ACTION 
The San Diego City Council has adopted an AHF Annual Plan each year in accordance with the 
Municipal Code. 

 
On December 10, 2019, the City Council voted 7-2 to approve Municipal Code amendments (Ordinance 
No. O-21167) to update the Inclusionary Housing Ordinance. These provisions were phased in over five 
years, beginning on July 1, 2020. Effective July 1, 2024, the updated ordinance required new residential 
and mixed-use developments to include 10 percent of the on-site rental units as affordable housing for 
individuals with income up to 60 percent of the Area Median Income. Alternative compliance measures 
include the ability to pay a fee of $25 per square foot to support the development of affordable rental 
housing, development of inclusionary units off-site, rehabilitation of existing units, and land dedication.  

 
On March 8, 2016, the City Council voted 9-0 to approve Municipal Code amendments that would allow 
the payment of the Housing Impact Fees, which are charged to commercial developments, to be 
deferred from building permit issuance to final inspection through the use of a Fee Deferral Agreement. 
The Municipal Code revision implemented one of the requested changes in the Memorandum of 
Understanding between SDHC and the Jobs Coalition and is based on the existing City of San Diego fee 
deferral program for Facilities Benefit Assessments and Development Impact Fees. 

 
SDHC STRATEGIC PLAN 
This item relates to Strategic Priority Area Nos. 1 and 4 in SDHC’s Strategic Plan for Fiscal Year (FY) 
2022-2024. No. 1: Increasing and Preserving Housing Solutions and No. 4: Advancing Homelessness 
Solutions – Supporting the City of San Diego Community Action Plan on Homelessness. SDHC is in the 
process of developing a new Strategic Plan. 

 
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS 
SDHC staff presented information about the AHF Annual Plan at community planning group meetings 
in Mission Valley, Rancho Peñasquitos and Otay Mesa-Nestor. Additionally video of SDHC’s 
presentation about the AHF Annual Plan, including closed captioning, was made available on SDHC’s 
website and SDHC’s public engagement portal. Efforts were made to  increase awareness of the 
Annual Plan and comment period, including emailing households who previously participated in a 
survey for the study “Analysis of Residential Evictions in the City of San Diego”, coordinating with City 
of San Diego Promise Zone’s Housing Affordability Working Group (Membership from Council Districts 
3, 4, 8, and 9), and posting on SDHC’s public social media. 
 
• The public was able to submit written comments through February 28, 2025. The written 

comments SDHC received can be found in Attachment 5 of the AHF Annual Plan. 

KEY STAKEHOLDERS and PROJECTED IMPACTS 
The beneficiaries of AHF programs are extremely low- to median-income households in the City of San 
Diego. Residential developers, nonprofit housing providers, and financial institutions may also be 
impacted by program changes. 

 
ENVIRONMENTAL REVIEW 
California Environmental Quality Act 
Approving the FY26 AHF Plan is not a project as defined by the California Environmental Quality Act 
Section 21065 and State CEQA Guidelines Section 15378(b) (4) as a government fiscal activity that 
does not involve commitment of funds to a specific project and Section 15378(b) (5) as an administrative 
activity of government that will not result in direct or indirect physical changes in the environment. The 
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determination that this activity is not subject to CEQA, pursuant to Section 15060(c) (3), is not 
appealable and a Notice of Right to Appeal the Environmental Determination (NORA) is not required.  
National Environmental Policy Act 
 
Processing under the National Environmental Policy Act is not required as no federal funds are involved 
in the activities.  
 
Respectfully submitted, Approved by, 

Suket Dayal Jeff Davis 
Suket Dayal Jeff Davis 
Executive Vice President of Business Administration and Deputy Chief Executive Officer 
Chief Financial Officer San Diego Housing Commission 
San Diego Housing Commission 

 
 

Attachments: 
1) Fiscal Year 2026 City of San Diego Affordable Housing Fund Annual Plan 
2) Projected Funding Sources FY 2026 Affordable Housing Fund Annual Plan 
3) Proposed Allocation of FY 2026 AHF Revenues – Activity Detail 
4) Summary of Approved and Pending Multifamily Development Loan Commitments 
5) Public Comments relating to the Affordable Housing Fund Annual Plan 

 
A printed copy is available for review during business hours at the information desk in the main lobby of 
SDHC’s offices at 1122 Broadway, San Diego, CA 92101. Docket materials are also available in the 
“Governance & Legislative Affairs” section of SDHC’s website at www.sdhc.org. 
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City of San Diego 
Affordable Housing Fund 
Fiscal Year 2026 Annual Plan 

  
Fiscal Year 2026 

(July 1, 2025 – June 30, 2026) 
 

 
 

Puesta del Sol 
2601 Ulric St., San Diego, 92111  

City Council District 7  
59 Affordable Housing Units  

$4.075 million Affordable Housing Fund 
Grand Opening: May 2, 2024 
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CITY OF SAN DIEGO AFFORDABLE HOUSING FUND 
 

Fiscal Year 2026 Annual Plan 
 

INTRODUCTION 
  
The City of San Diego Affordable Housing Fund (AHF) was created by the San 
Diego City Council (City Council) on June 3, 2003, as a permanent and annually 
renewable source of revenue to help meet the housing needs of the City of San 
Diego’s (City) lower-income households. The City Council expressed the purposes 
of the AHF in San Diego Municipal Code Chapter 9, Article 8, Division 5 (Code): 

 
• Meet a portion of the need for housing that is affordable to households with 

very low, low, and median incomes; 
• Leverage every $1 of City funds with $2 of non-City capital funds; 
• Support the City’s Balanced Communities Policy by fostering a mix of family 

incomes in AHF-assisted developments and dispersing affordable housing 
developments throughout the City; 

• Preserve and maintain affordable rental and ownership housing; and 
• Encourage private sector activities that advance these goals. 

 
The AHF Annual Plan (Annual Plan) implements the City Council’s intent by 
adopting an overall strategy for use of the AHF. Development of the Annual Plan 
is guided by the San Diego Housing Commission’s (SDHC) annual budget process. 

 
The Annual Plan provides revenue forecasts and suggested Fiscal Year (FY) 2026 
fund allocation and production estimates. The proposed fund allocation takes into 
consideration policy parameters set by the Code, availability and requirements of 
other affordable housing funding sources, and the goals and objectives set forth in 
SDHC’s FY 2026 Budget. 

 
The FY 2026 Annual Plan also includes a description of SDHC’s Model Programs. 
Model Programs reflect programs to which the investment of AHF funds is permitted but 
is not required. In addition, they are not intended to preclude investment in an 
opportunity that is not specifically described in the Model Programs section. 
 
The AHF is one of the multiple funding sources SDHC administers for housing 
assistance and homelessness programs. The AHF Annual Plan includes the proposed 
uses of only the AHF and the anticipated outcomes associated with the AHF; it does not 
reflect all anticipated outcomes for all programs and funding sources SDHC 
administers. 

 
OVERVIEW 
 
The AHF is composed of two permanent, annually renewable funding sources: 

 
Housing Trust Fund (HTF) 



 
HTF is funded from fees charged to commercial development. Per Section 98.0504 
of the Code, HTF funds may be used in any manner, through loans, grants or 
indirect assistance, for the production and maintenance of assisted units and 
related facilities. 

 
Inclusionary Housing Fund (IHF) 
 
IHF is funded from fees charged to residential development. The expenditure of 
IHF is governed by Section 98.0505 of the Code. Priority is given to the 
construction of new affordable housing stock. Funds may also be used for other 
programs if approved by City Council in the Annual Plan. SDHC monitors the 
revenue collected and is responsible for reinvesting the funds. 
 
IHF also allows for funds to be expended on other programs SDHC administers 
with City Council approval. Recognizing the significant need for affordable housing, 
including housing and services for individuals experiencing homelessness, SDHC 
will invest the funds in the following activities: 

 
 Rental Housing Production 
 New construction 
 Acquisition and acquisition with rehabilitation 

 
Rental units shall be affordable for a minimum of 55 years, unless 
otherwise approved in the activities listed in the Model Programs. 
Some activities require that developers apply for funding via SDHC’s 
Notice of Funding Availability (NOFA). 

 
 Homeownership Opportunities 

Financing programs to encourage and increase homeownership 
opportunities for households that meet program eligibility and 
underwriting guidelines. First-time homebuyers apply through 
participating lenders. 
 Homeownership First-time Homebuyer Loan Program 

 
 Homeless Housing Activities 

Homeless Housing Activities include funding for construction or rehabilitation 
of permanent supportive housing units, capitalized operating reserves for 
permanent supportive housing developments, transitional housing and interim 
housing operations support grants, and rapid rehousing. Funds are also 
spent on activities to provide housing for families and individuals at risk of or 
experiencing homelessness through programs like homelessness prevention, 
shelter diversion and landlord engagement.  
 

Program Funds (HTF Other) 
 
AHF revenues consist primarily of fees and loan repayments from the IHF and the HTF.  
Several sources of HTF revenue discontinued as primary revenue sources between 1993 
and 1997 but continue to generate HTF revenue through loan repayments and interest. 



These sources are the Transient Occupancy Tax (TOT) Funds, the Housing Rehabilitation 
Trust Fund, and the Redevelopment Funds. These funds will be reallocated to be used as 
approved in the FY 2026 Proposed Allocation. 
 
 
 
FY 2026 AHF ANNUAL PLAN   
 
Revenue Forecast 
 
Approximately $34.2 million is expected to be available in FY 2026, consisting of 
$5.1 million in new revenue and loan repayments and $29.1 million in estimated 
fund balances. Of the fund balances, $24.6 million is committed to affordable 
housing production through loans and through NOFAs (FY 2017 – FY 2026). The 
remaining fund balance is available to fund additional projects and activities. New 
revenue includes HTF Housing Impact Fees (also known as Commercial Linkage 
Fees) and IHF Fees. 

         

   
           

Fund Allocation and Production 
 
Funding recommendations are made in accordance with established SDHC policies 



and require approval of specific projects and activities by the SDHC Board of 
Commissioners and/or the Housing Authority of the City of San Diego (Housing 
Authority). Some discretionary transfer of funds between eligible activities is 
permitted, but all funding recommendations must be consistent with the Annual Plan 
and SDHC’s budget process. The proposed allocation of AHF funds for FY 2026 is 
as follows: 
 

 



 
 
MODEL PROGRAMS OVERVIEW  
 
SDHC allocates funding on an annual basis among the various activities authorized by 
the Code. 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 FY 2026. These activities are described more fully in Model Programs below. 

 
Rental Housing Production 
 

• Rental Housing Finance – Affordable Housing 
 
Financing for developers of affordable housing units with below-market rents: This 
includes deferred loans, below-market interest rates, and matching funds for State, 
Federal, and private financing. SDHC’s Affordable Housing and Permanent 
Supportive Housing Notices of Funding Availability (NOFAs) contain additional 
information regarding SDHC’s financial participation in affordable rental housing 
development, including new construction or acquisition with rehabilitation. 
 
Financing for developers of affordable housing units nearing the end of the last 
regulatory term imposing affordable housing restrictions: Provides opportunities to 
assist in securing affordability covenants for up to an additional 15 years. 
 
Homeownership 
 

• Homeownership Loan Program 
 
Deferred loan and closing cost grant programs to help first-time homebuyers with the 
purchase of a home in the City of San Diego. 

 
Homeless Housing Initiatives 
 
SDHC’s Homelessness Housing Innovations Division administers and operates 
multiple housing initiatives that serve individuals and families experiencing 
homelessness or at risk of homelessness throughout the City of San Diego. This 
division oversees the City of San Diego’s Homeless Shelters and Services Programs, 
as well as SDHC’s strategic homelessness initiatives, such as SDHC’s homelessness 
action plan, HOUSING FIRST – SAN DIEGO.  
 

• Transitional Housing Grants 
 

A grant and loan program for nonprofit operators of transitional housing. Grants and loans 
may be used for the leasing or operating of transitional housing facilities, as well as 
improvements to existing leased facilities. 



 
• Rapid Rehousing Grants 

 
Rapid rehousing programs provide rental assistance and case management services to 
help individuals and families experiencing homelessness to obtain and maintain permanent 
housing. 
 

• Landlord Engagement 
 
The program provides incentives and benefits to landlords with rental properties in the City 
of San Diego who rent to individuals and families experiencing homelessness. It also 
provides financial assistance for individuals and families experiencing homelessness to 
pay for move-in costs. 
 

• Homelessness Prevention and Diversion 
 
Homelessness Prevention provides financial assistance and case management services to 
help individuals and families who are at risk of homelessness to avoid becoming homeless.  
Diversion helps individuals and families who are newly experiencing homelessness to 
move into housing and prevent shelter stays. 
 

• Flexible Spending 
 
Flexible Funding Pool (FLEX) provides financial assistance for individuals and families 
experiencing homelessness to remove immediate barriers to obtaining housing. It also 
provides shallow subsidies for people residing in City emergency shelters, safe parking, 
safe sleeping and transitional housing to obtain and sustain housing and prioritizes older 
adults and families.  

 
Capacity Building 
 
Technical assistance focused on increasing the capacity for service providers, 
development partners for permanent supportive housing. 
 
Administration 
 
Funds to provide reasonable compensation to the City of San Diego and SDHC for 
services related to the administration of the AHF and associated housing programs. 
 
Legal 
 
Expenses to obtain legal services and prepare loan and grant agreements and related 
documents. 
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ATTACHMENT 5 
Affordable Housing Fund Fiscal Year 2026 Public Comment 

Comment Period: February 4, 2025 – February 28, 2025 
 

The public comment period for the AHF Annual Plan began on February 4, 2025, and concluded 
on February 28, 2025. Efforts were made to make residents, tenants, and the public aware of the 
availability of the Annual Plan and comment period, including emailing households who 
previously participated in a survey for the study “Analysis of Residential Evictions in the City of 
San Diego,” coordinating with City of San Diego Promise Zone’s Housing Affordability Working 
Group (Membership from Council Districts 3, 4, 8, and 9), and posting on SDHC’s public social 
media pages, including LinkedIn, Facebook, and Instagram. A video of SDHC’s presentation, 
including closed captioning, was made publicly available on SDHC’s website and SDHC’s public 
engagement platform. Additionally, staff provided presentations about the AHF Annual Plan at 
three public meetings in the North, South and Central areas of the City, as required by the 
Municipal Code, including the Mission Valley Community Planning Group (CPG) in Council 
District 5, Rancho Peñasquitos CPG in Council District 7, and Otay-Mesa Nestor CPG in Council 
District 8. All comments on the AHF Annual Plan were received through SDHC’s public 
engagement platform, Public Input, however options to submit public comment included in-
person at public presentation or via the U.S. Postal Service.    
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