San Diego
HOUSING COMMISSION

" LAND USE & HOUSING REPORT _

DATE ISSUED: April 1, 2010 REPORT NO: LLUH 10-005
ATTENTION: Chair and Members of the Land Use & Housing Committee
For the Agenda of April 21, 2010
SUBJECT: Affordable Housing Fund Fiscal Year 2011 Annual Plan (Citywide)
"REQUESTED ACTION:

Forward the Affordable Housing Fund (AHF) Fiscal Year 2011 (FYl 1) Annual Plan (Plan) to the Clty

Council for approval.

STAFF RECOMMENDATION:
That the Land Use and Housing Committee (LU&H) forward the AHF Annual Plan to City Council with
recommendation to approve the Plan.

SUMMARY:

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 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 its framework. Attachment 1 is the proposed allocation
of revenues by activity, Attachment 2 is a summary of projected revenue sources, and Attachment 3 is
the proposed Annual Plan for FY11; it incorporates the Housing Commission’s FY11 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 LU&H’s September 2, 2009 recommendation that the Housing Commission obtain an updated
linkage fee study. The Housing 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 Housing 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 FY 11 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
unrestricted fund of less than $40,000 within the HTF is limited to owner-occupied rehabilitation
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activities. The LU&H Committee or City Council can redirect the proposed distribution of funds among
housing activities or modity 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 Housing Commission budget. The Annual Plan
will be presented to City Council and the Housing Commission budget will be presented to the Housing
Authority on May 18, 2010.

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 a Community Planners Committee meeting to solicit written suggestions on the
programs to be funded by the AHF. No written comments have been received.

KEY STAKEHOLDERS & PROJECTED IMPACTS:

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) 20 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} 64 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)
400 transitional housing beds for very low-income, formerly homeless individuals and families.

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.

Respectfully submitted, Approved by, ‘} X/

E,Cf@j‘“ﬂ“rl/?\ ?,/x e CL?:_#{“ME Uw wwwwwwwwww

Cissy Fishe Carrol M. Vaughan L B
Vice President, Special Housing Initiatives Executive Vice President &
Chief Operating Officer

Attachments:
1. Proposed Allocation of FY 2011 AHF Revenues by Activity..
2. Projected Revenue Sources
3. Draft Affordable Housing Fund Fiscal Year 2011 Annual Plan and Model Programs.



ATTACHMENT 1

Proposed Allocation of FY2011 AHF Revenues by Activity

% of
Program Budget | Budget Production

Rental Housing Finance $4,739,899|  52% © 66 units

New Rental Housing

Existing Rental Housing

| Special Purpose Rental Housing TUURGE2,087) T T1% | 20 units

Homeownership $660,000 7% 20 units

Shared Appreciation

Downpayment/Closing Cost Assistance

Acquisition with Rehabilitation

Foreciosure 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 transitional housing

Transitional Housing $1,200,562{ 14%  |beds
Nonprefit Capacity Buildimg $60,000 1% 2 projects

Predevelopment Financial Assistance

Emergency 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] $9,125,860 100%







ATTACHMENT 2

Projected Revenue Sources

FY 2011 Afferdabie Housing Fund Annual Plan

Projected Projected
FY11 Carryover
Fund Revenue Revenue Fund Total
Unrestricted Revenue;
HTF CDBG -Owner-Occupied Rehab $37,483 $37,483
HTF Linkage $478.662 $2,337,125 $2,815,787
HTFE TOT (interest; I0an repayments ) e $26.673 --$26,673
Inclusionary $2,009,860 $2,929,762 $4,039,622
Restricted Revenue:
HRTF $154,511 $154,511
Cal State HTF $1,001,493  $150,291 $1,151,784
TOTAL ALL FUNDS: $3,682,009 $5,443,851 $9,125,860
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SAN DIEGO AFFORDABLE 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 o und’s purposes are to:

1) Meet a portion of the need for housing affordable to hoseholds Wi 1 VEry low, Tow, -
median and moderate incomes; :

2) Leverage every one dollar of City funds w1lh tWO dollars of non- Clty Subs1dy capital
funds;

3) Support the Balanced Communities Policy by fostering a mix of family i incoimes in
projects assisted by the Fund and dispersing affordable housing projects throughout the
City, s

4) Preserve and maintain renter an housing; and

5) Encourage private sector activities that“a ance these g ’Is,

The Annual Plan impleme the City Counc:l S mtent by adoptmg an overali strategy for use of
Affordable Housing Fund x orieys ‘..:.Developme  of this Annual Plan is guided by the Housing
Commission’s annual Budget process, FY2011 Business Plan, and the Consolidated Plan, which
is required by the fe&iéral Deparime_nt__ of Housing _a_nd Urban Development.

The Affordable Housmg Fu:nd’, £ /enue accounts are the Housing Trust Fund account
and the Incl "’“nary Housin account. Information including revenue forecasts and fund
0 and productmn is provrdcd in this 2011 Plan.

Ailocation of Affordabie H@usmg F 11d resources takes into consideration the policy parameters
set by the Affordable Housing Fund Ordinance, the availability and requirements of other
funding s ces and Housing § Commlsswn goals and objectives set forth in the Housing
Commission’s FYZOI ! Budget and FY2011 Business Plan,

The FY2011 Annual Plan mcludes 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
Macilities. To comply with the Ordmance Housing Trust Fund Monies, shall be allocated

» At least 10 percent to Transitional Housing;

»  Af least 60 percent to very low-incont

> households (defined as households with
incomes at or below 50 percent of area’

ed Ia,n mcoz __e):'

H

» No more than 20 percent to housing for low-mcome households (defined as
households with incomes between 50 percent and’ 80 percent of area median income)
and

> No more than 10 percent to moderate income first-time homebuyers (for purposes of
the Housing Trust Fund; defined as househo}ds with-incomes between 81 and 120
percent of area median mcome)

Inclusionary Housing Fund'

San Diego. Mummpal Code Sectlon 98. OSOS governs the priority of expenditure of Inclusionary
Housmg;{funds Inclusipnary regulations require that rental housing is affordable to households
earning <65% AMI and for sale housing is affordable to households earning <120% AMIL. As
allowed by Section 98. 0505 FYZOI 1 Inclusmnary Housing funds shall be invested in:

» Constructzon of new affordable rental housing, including Spec1al Purpose Housmg

e Preservation of affordabie rental housmg

e Land Banking: Housmg Commission purchase of land or improved property for future
development.

s 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 generaliy 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. Applications for funding will be accepted via the Housing Commission’s Notice of

Funding Availability for the Construction, Acquisition, and Operation of Affordable
“Rental Housifig, Funding awards shali be in ateordance with-Housing Commission

policies and program rules. e :

2. Funds shall be invested in the Communits

possible. -

Homeownership

1. Purchasers apply through pattici
Housing Commission. Fundi
policies and program rules.

2. Funds shall be invested in the €Commun
possible.

ing .Art_;aag:f(CPA) of origin when

Revenue Forecast

Approximately $9.1 miilion is expected.to be available in FY201 1, conststing of over $3.6
million in new revenue and $5.4 mitlion in éstimated carryover. New revenue includes linkage
fees, inciu_sifonai”y fees, loan repayments, and a potential matching HTF grant of $1 million.

The Housing Commis'si'-(')’i}_-_issuec.i?‘é;quuest For Proposals (RFP) for an updated linkage fee study
and an'REP for a study recommending alternate funding sources for the HTF and best practices
in February 2010. The studies are expected to be completed in mid-2010 and any new fees or

rates would probably take effe_ct after FY2011.

Fund Allocation aird P_rofdﬁéfion

Funding recommendations 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 54,739,809 32% 66 units

New Rental Housing;

Existing Rental Housing
Special Purpose Rental Housing $662,087 11% 20 units
Homeownership $660,000 20 units

Shared Appreciation and Deferred Payment i

Loans and Closing Cost Assistance Grants;

_Acquisition with Rehabilitation;

Foreclosure Prevention N
Rehabilitation 418,553 5% 64 units

Owner-Occupied (4 units);

Mobile Home Repair Grants (50 units);

Accessibility Grants -Tenants With Disabilities

{10 units)
Transitional Housing 14% 400 transitional

housing beds

Nonprofit Capacity Building U 860,000 <1% 2 projects

Predevelopment Financial Assistance; o

Emergency Loan Fund Program;.

Nonprofit Technical Assistance;- i

Nonprofit Support .. sk
Reserves & Targets of Opportunity $446,493 5% 2 projects
Administration o $488,266 5%
Legal ' $60,000 <1%

$9,125,860 100%

Since

nception of the Housing 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 COMMISSI@N 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 prectude 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 1€>ans below market interest
rates, and matching funds for State, Federal, and private financing. ‘Housing Commission Policy
PO600.301 contains additional information regarding the Housing Commission’s financial
participation in housmg development, acqmsﬁxon Wlth rehabihtatlon and large rehabihtatlon
projects. '

Special Purpose Rental Housing

- Advantageous financing to developers of transitional housing or affordable units with related
services that serve persons qualifying under federally or locally determined Special Needs or
Special Purpose categories. Program inchides-deferred loans, below market interest rates,
revocable grants, land banking, matching funds for State, Federal and private financing.
Housing Commission Policy PO600.301 centains additi I mformat;on regarding the Housing
Commission’s financial particlpauon in housmg developmem acqulsmon with rehabilitation,
and large rehabilitation prcgects '

First-Time Homebﬁ-vers

rehabihtatlon of deter 1orated or functsonaliy obsolete units. Units must be owner-occupied,
smgie family to fou plex .sor mobile home. Small accessibility grants are available to very low

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 self~sufﬁcxency by providing limited
“amounts of rental a351stance

Reserves and Targets of Opportunity

ources among eligible actw 1ies and to take
resent themsélves during the course of the

and allows for reimbursement of
> commencement of work.

A reserve fund that provides flexibility to transfer fes
advantage of low-income housing opportunities that
year. The reserve fund also provides for a contingenc
housing impact fees when building permits expire witho

Administration

Funds to provide reasonable compensation to the City-of” San Dlego and the Housing
Commission for services related to the administration of the Affordable Housing Fund and
associated housing progl AmS.

Legal

Expenses to-obtain legal services and prepare 1oan and grant agreements and related documents.




SAN DIEGO HOUSING COMMISSION

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

HOME: ~ HOME Tnvestment Partnerships
REDEV: Redevelopment
STATE:  State of California Housmg & Comrnumty DeveiOpmem, .
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SAN DIEGO HOUSING COMIMISSION INCOME AND RENT CALCULATIONS

U.8. Department of Housing and Urban Davelopment 2609 SAN DIEGO MEDIAR INCOME:

574,900

MNote: The tabie contains ncome limis for extremaly low, very low and low income, as adjustad for family size and other factors adopted and amended from time 1o
time by the .S, Department of Housing and Urban Development (HUD). HUD adjusied San Diego Very Low Incorme limits for a "high housing cost area” facior,

** TCAC = Tax Credit Allccation Commiltes

Extrarmely Low Income Very Low income
30% AMI 35% Al 45% AL 50% ANt
{Adjusted by HUD) {Adjusted by HUD) (Adjusted by HUD) {Adjusted by HUD}

Famiy ANNUAL GROSS [ANNUAL GROSS ANNUAL ANNUAL GROSS  TCACH "Low
Size Unit Bize JINCOME® RENT* [INGOME' AENT2 TCAC®  BNGOME' GRODSS RENT®  TCAC® NINGOME' RENT® HOME™
ONE STUDIO 5 17.380 543418 20,250 $508 § 23150 $ETOIE  5Y8{ % 28900 §723 $r22
TWO 188 $ 49,850 $496 [ % 23,100 3678 S 26480 566118 61978 33080 §826 $774
THREE  [2.8R $ 22,300 §568 1 8 26,000 F650 3 20,780 3744 1 37,150 920 928
FOUR  |3BR § 24800] $B20($ 28,900 §723 08 33080 5828 S 41300 $1.033 73]
FIVE 4-BR § 26,800 $670 S 31,200 $7B0 | #3  35,700 3883 $  44,800) §1.115 ]
S 5-BR 3 25,750 $718 S 33,500 5838 [ $ 38,350 5858 $ 47,800) $1.198
SEVEN |6-BR % 30,780 $769 1% 35,850 $886 N$ 41,000 $1.025 § 51,200 $1.280

{2 ) $...32,750 | S < <10 $..438801 $ ...54.600
Low Income
60% AMI 65% AM! 70% AMI 0% AMI
{Adiusted by HUD} {Adjusied by HUD} {Adlusted by HUD) {Adjusted by HUD)

Family ANNUAL GROSS ANNUAL GROSS "High  JANNUAL GROSS [ANNUAL GROSS

Size unit Sze pvcome’ RENT? TCAL? INCOME® RENT® HOME"  INCOME' RENT® MINCOME' RENT?
ONE STURIO 3 54,880 $BE7 3867 $37,600 $940 $920 $40,450 | §1.0M11 $46,250 | $1,156
TWO 1BR § 38,660 5882 5028 $42,950 31,074 3987 846,250 | §1.186 52,9001 $1.323
THREE  |2-BR § 44580 $1115¢ 4 48,350 $1,209 1 62,0001 $1,300 $58,500 1 §1.488
FOUR  {3-BR § 485680 81,238 ¥ 353,700 $1,343 $E7.800 | $1.445 66,1001 $1,683
FWVE 4-BR $ 535201 H133B) 858,000 1,450 $62,400 ;51560 571,400 §1,785
SIX 5.BR § 57.480] $1,437 | 362,300 $1.558 $67 050 51,678 376700 $1.918
SEVEN [6-BR § 61,4401 51536 586,600 $1.668 371,860 1 §1.791 $81,950 | 52,049
EIGHT 5 65400 $70,900 $76,300 $87.250

100% 120% AMI
Argz Median Income  {No (No HUD adjustment}
HUD adpstment)

Farlly ANNUAL GROSS JANNUAL GROSS

Size Unit Size BNCOME' RENT®_lINCOME' RENT?
ONE STUDIO § 52480 | $1.3114% 62,950 31,674
TWO -8R 5 59B0O0| $1.4881% 71,800 $1,788
THREE  |2-BR $ 6B7400| $1,885)% 80,800 $2,023
FOUR  |3-BR $ T4800] B1B7343% 89900 $2,248
FIVE 4-BR $ DB0B00{ $20231% 97,140 $2,.428
SIX BBR $ B6BO0| FRM7IFE 104,300 $2,608
SEVEN |B-BR S 92800} B2323i& 111500 52,788
EIGHT $ 98,850 § 118,650

1, Annual Income = Gross annual income adjusied by family size for Area Median Income {AMI) lavel. May contain additional adjustments as determinet
annually by HUD.
2. Gross rent minus ulifity allowance = maximurm cash rent.  See the "San Disgo Housing Commission Utility Alfowance Schadule” to calculate the utiiity aliowances
based on the project's aciust utiity mix,
3. For projects with muiliple funding sources, use the lowest rents applicable. "Low HOME" and "High HOME" rents effective Aprit 27, 2009

This genreral income and rental rate information I derived from the 1U.5. Department of Housing and Uirban Develepment very low incoma figures
published March 18, 2009, HOME Rents effective Aprii 27, 2008

CGAHFSHARBWOFAAMI & Dhility Chartsi20052009AM I ncome & RentClart
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