SAN DIEGO
HOUSING

COMMISSION

DATE ISSUED: March 14, 2011 REPORT NO: LUH 11-002

ATTENTION: Chair and Members of the Land Use & Housing Committee
For the Agenda of March 30, 2011

SUBJECT: Affordable Housing Fund FY2012 Annual Plan
COUNCIL DISTRICT: Citywide
" REQUESTED ACTION:

Provide direction on the proposed Affordable Housing Fund (AHF) Fiscal Year 2012 (FY'12) 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 desired, and recommend approval by the City Council.

NOTE: This item was approved unanimously by the Housing Commission Board on March 18, 2011.

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 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 I shows sources of
projected revenues, and Attachment 2 is the proposed allocation of revenues by activity. Attachment 3
is the proposed Annual Plan for F'Y 12; it incorporates the Housing Commission’s FY 12 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 funded by commercial impact fees, aiso known as linkage fees. An updated Jobs Housing
Nexus Study on linkage fees and a study recommending alternate funding sources for the HTF and best
practices in the affordable housing field were completed in October 2010. The Commission has
sponsored stakeholder meetings and is working with a task force to develop recommendations for policy
changes, incentives, and other revenue resources for consideration by the Land Use & Housing
Committee (LU&H) and the City Council. A report that includes recommendations on the Housing
Impact Fee (linkage fee) and an update on the task force work regarding policy and revenue generating
sources is scheduled for the April 19, 2011 City Council meeting.
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FISCAL CONSIDERATIONS:

The Annual Plan FY'12 budget is $2.34 million and is incorporated into the Housing Commission’s
proposed FY12 Budget. It is comprised of estimated unrestricted HTF and IHF revenues of over $2.2
million and carryover of restricted State Housing Trust Funds of $84,395. The Housing Commission or
City Council can redirect the proposed distribution of funds 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 AHI’s relation
to the overall HC budget.

PREVIOCUS COUNCIL and/or COMMITTEE ACTION:
City Council has adopted a funding plan each year in accordance with the Ordinance. On March 12,
2011, the Housing Commission Board approved the Recommended Action unanimously.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:

Housing Commission staff attended recent community group meetings in Miramar Ranch North and
North Bay, and will attend a Skyline-Paradise Hills community group meeting and a Community
Planners Committee meeting to solicit written suggestions on the programs to be funded by the AHF.

KEY STAKEHOLDERS AND 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 12 revenues be collected and allocated as
proposed, the estimated affordable housing production impact would be: 1) 24 rental units created for
very low-income families; 2) 12 rental units created to provide permanent or transitional housing for
extremely low-income persons with special needs; 3) 1-2 low- to moderate-income homebuyers
assisted; 4) 25 loans and grants to very low-income homeowners for rehabilitation and preservation of
mobile homes and accessibility grants for units occupied by tenant 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 involved in this action.

Respectfu / it Approved by,
Mirta Schloss “Carrol M. Vaughan
Director Executive Vice President &

Program Oversight & Compliance Chief Operating Officer



March 14, 2011
Affordable Housing Fund FY2012 Anmual Plan
Page 3

Attachments:
1. Sources of Projected Revenue for FY 2012 AHF Annual Plan.
2. Proposed Allocation of FY 2012 AHF Revenues by Activity.
3. Draft Affordable Housing Fand Fiscal Year 2012 Annual Plan and Model Programs.

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



Sources of Projected Revenue

FY 2012 Affordable Housing Fund Annual Plan

ATTACHMENT 1

_ Projected
Projected FY12  Carryover
Fund Revenue Revenue Fund Total
Unrestricted Revenue:
HTF Linkage Fees $574,533 $65,347 $639,880
HTF Redevelopment Agency (interest, loan repayments) $0 $9,332 $9,332
HTE TOT (interest, loan repayments) $0 $5,640 $5.640
Inclusionary In-Lieu Payments $1,013,437 $593,659  $1,607,096
Total Unrestricted Revenue
(equals Column J of Commission Budget Schedule H) $1,587,970 $673,978 $2,261,948
Restricted Revenue:
Cal State HTF (interest, loan repayments) $0 $84,395 $84,395
TOTAL ALL REVENUES: $1,587,970 $758,373 $2,346,343




ATTACHMENT 2

Proposed Aliocation of FY2012 AHF Revenue by Activity

%% of
Program/ Funding Source Amount Budget Budget Production Household AMIs served
Rental Housing Finance (org 346) $1,520,004 64.8% 24 units  |Inclosiopary-funded units may serve up 1o 65%,
Affordable Rental Housing Production
FY12 Inclusionary $897.871 Projects (o receive [ AHF-funded units are typically 60% or lower,
FY11 Inclusionary $593,659 com.milm.enls i.]ave
FY11 HTF Linkage $15,000 not been identified | fyre 5 g6 units are also subject to
FY11 HTF Redev §8,399 0t Gection 98.0504 of the HTF Ordinance,
FYi1lI HTF TOT §5.075]
$1,520,004
Special Purpose Rental Hsg. Finance (org 3263 584,395 3.6% 12 units. AHF-funded units are typically 60% or lower.
Affordable Rental Housing Production Project(s) to
receive HTF-funded units are also subject to
FY11 HTF Cal State (Restricted) $84,395 commitments not | Section 98.0504 of the HTF Ordinance.
identified to date.
Nonprofit Capacity Butlding (org 346) $30,000 1.3% 2 projects AHF-funded units are typically 60% or lower.
Predevelopment Financial Assistance
Emergency Loan Fund Program Projects to receive [HTF-funded units are also subjeet to
Nonprofit Technical Assistance FY12 commitmentsi geoiinn 98,0504 of the HTF Ordinance.
Nonprofit Support ‘ hav.e not been
FY12 HTF Linkage $30,000 dentiffed to date.
AMIs served are up to 80% and up to 1206% and arg,
Homeownership (org 347) $20.500 0.9% 1-2 units subject to the model programs described in report
Shared Apprec, and Deferred Pmt. loans Attachment 3, and to Section 98.0504 of the HTF
Closing Cost Assistance grants Ordinance.
FY12 HTF Linkage $20,000
AMIs served are up o 60% and are subject to the
Rehabilitation (org 318) $85,000 1.6% 25 umits model program described i report Attachment 3,
Maobile Home Repair Grants and o Section 98.0504 of the HTF Ordinance.
Accessibility Grants - Tenants With
Disabilities
FY12 HTF l.inkage $85,000
400 wansitional
Special Housing Initiatives {org 326) $366,083 15.6% housing beds  |Clients served typically earn weil below 50%.
Transitional Housing grants Anticipated projects are: Cortez Hill
FY12 HTF Linkage $364,080 ‘fransitional Housing, and successful
FY11 HTF Linkage 52.003} respondents to pending Request For Proposals.
$366,083
Reserves & Targets of Opportunity $20,000 0.9% 2 projects Projects typically serve 50% or lower.
HTE-funded units are subject to
FYi2 HTF Linkage $20,000 Section 98.0504 of the HTF Ordinance,
Administration $160,861 6.9%
FY12 Inclusionary $95,3560
FY12 HTF Linkage $55.453
FY11 HTF Linkage $8,344
FY11 HTF Redev 3933
FY11 HTF TOT $565
$160.861
Administration - Legal $60,000 2.6%
FY12 Inclusionary $20,000
FY11 HTF Linkage $40.000
$60,000
TOTAL $2,346,343 160%
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San Dlego
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Annual Plan

i Fxscal Year 2012
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SAN DIEGO AFFORDABLE HOUSING FUND

FY 2012 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 irtent in Municipal Code
Sections 98.0501-98.0518. In general, the Affordable Heusindi?i%nd‘-s purposes are to:

1) Meet a portion of the need for housing affmdab]e 10 hou%holdx WJ{h very fow, low,
_median and moderate incomes; -

2) Leverage every one dollar of City funds with
funds; =

3) Support the Balanced Communities Policy by. fosterin A Tnix of family incomes in
projects assisted by the Fund and dlsper%mg afford ble housin g projects throughout the
City; '

4) Preserve and maintain renter ownership affmdabie housing; and

3) Encourage private sector activities that advance these goals.

o dollars of non-City subsidy capital

The Annual Plan implements the City Councﬂ s mtent %)y adopting an overal] strategy for use of
Affordable Housing Fund moneys. Devel opmem of this Annual Plan is guided by the Housmg
Conumission’s annual Budget process, FY2012 Business Plan, and the Consolidated Plan, which
is required by the feéet dl Departme' tof Hou%mg and Urban Development.

The Affordable Housmg Fund S BWO ATt _'w:m ue, accounts are the Housing Trust Fund account
and the Inciuqmnaly Housing : account Iformation including revenue forecasts and fund
a]iocatlon and producimn is provided in this 2012 Plan.

Aiioca’uon of Affordable I-i sing Farid resources takes inte consideration the policy parameters
set by the Affordable Housing Fund Ordinance, the availability and requirements of other
funding sources, and Housing Commission goals and objectives set forth in the Housing
Commission’s F¥'2012 Budget and FY2012 Business Plan.

The FY2012 Annué"l---_ {ncludes the suggested allocation of Housing Trust Fund and
Inclusionary Housing Fund forecasted revenues for FY2012, 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 0-17454 may be used in @iy manner, through loans,
grants, or indirect assistance for the production and maintenan’_éf:_ ofassisted units and related
facilities. To comply with the Ordinance, Housing Trust Fusid moeniesshall be allocated:

¥ Atleast 10 pefcent to Transitional Housing; -

¥ At least 60 percent to very low-incoriie households (defined as houscho}ds with
incomes at.or below 50 percent of area medxan mcsme)

households with incoimes between 0 pelcem‘. and 80 percent of area medlan income)
and :

¥ No more than 10 pércent to moderatc mcome firqi fime homebuyc]s {for purposes of
the Housing Trust Fund, defined as households with incomes between 81 and £20
percent of area median nwome}

Inclusionary Housmg ]? und

San Diege. Mumclpal C ode Sectlon 98. (}505 govem% the priority of expenditure of Inclusionary
Hous;n_ v'fiinds Inclusionary regulations require that rental housing is affordable to househelds
¢ =63% AMI and for sale housmg is affordable to households earning =120% AMI. As

allow d by Section 98. {)‘5{}5 FYZOI’? Inclusionary Housing funds shall be invested in:

e Construction of new aﬂ"ordable rental housing, including Special Purpose Housing.
Rental umts shall be affordable at/below 65% of AMI for a minimum of 55 years.

e Acquisitionand re]?abll;tatlon of affordable rental housing.

o Preservation of affordable rental housing,

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

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

San Piego 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 coilected from each Community Planning Area and is responsible for reinvesting the
funds collected. Sufficient funds must be coliected 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 Netice of
Funding Availability for the Construction. Acquisition, and Opm ation of Affordable
Rental Housing. Funding awards shall be i in acc{)rdance with Hau@;ng, Commission
policies and program rules.

2. Funds shail be invested in the Commu,m‘ry Planning Area (CPA) of oricrm ‘when
possible. @ S

Homeogwnership
i. Purchasers apply through participating lenders subject to the loan policies of the

Housing Commission, Fundmﬂ shigfl be in accordance with Housing Conunission
policies and program rules, “ -

2. Funds shall be invested in the Cq ommumty Pl’
possible. -

Revenue Forecast o

Approximately $2. 34 million is expecled to be avallable in FY2012, consisting of over $1.5
million in new revenue and over $750,000 infstimated carryover. New revenue includes linkage
. fees, mc:!_q_sw;xary. fees, and’ loan repayments,

nkage fee level is to be annuz-_i' s evaluated, per Municipal Code section 98.0618. In

¥the Housing Commission ¢ tamed an updated linkage fee study and a study of
recommended alternate fundifig sources for the HTF and best practices in the affordabie housing
field. The Commission has sponsered stakeholder meetings and is working with a task force to
develop recommendations for policy changes, incentives, and other revenue resources for
cansideration by the Land {Jse & Housing Committee (LU&H) and City Council. A report that
includes recommendaiions on the Housing Impact Fee {linkage fee) and an update on the task
force work regarding policy and revenue generating sources is scheduled for the March 36, 2011
Land Use and Housing Committee and the April 19, 2011 City Council meeting.

Fund Allocation and Production

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 fransfer of funds between eligible activities is permitted, but ali

| funding recommendations must be consistent with the Annual Plan.






The proposed allocation of Affordable Housing Fund funds for FY2012 is as follows:

% OF
PROGRAM BUDGET BUDGET : PRODUCTION
Rental Housing Development 24 units
Affordable Rental Housing Production $1,520,004 64.8%
Special Purpose Rental Housing Finance 12 units
Affordable Rental Housing Production §84.395 | 103.2%
Homeownership 1-2 units
Shared Appreciation and Deferred Payment Loans; 820,000 | 1.2%
Closing Cost Assistance Grants i s
Rehabilitation ; e 125 units
Mobile Home Repair Grants (15 units} o $85,000 33% i

Accessibility Grants — Tenants With
Disabitities (10 units)

Transitional Housing o 366,083 15.6% 400 transitional
i housing beds

Nonprofit Capacity Building ik $30.000 1.2% 2 projects
Predevelopment Financial Assistance; .
Emergency Loan Fund Program;
Nonprofit Technical As
Nonprofit Supporf

Reserves & Targets o Oppm’mmty . o $20,000 8% 2 prajects
Y ' 160,861 6.2%

Administration

Legal $60,000 2.3%

52,346,343 100%

Smce the inception of the. Housmﬂ Tvust Fund in 1991, over $75 million has been invested in
San Diego.communities, leadlng to the production of over 8,000 affordable units and supporting
an average of approxnnately 480 transitional housing beds per year.

HOUSING COMMISSiON 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 Diggo Municipal Code.

To assure that the City serves its residents in the best possible manner, the Housing Comnission
continues 1o solicit ideas for improving the Model Programs fo 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 FY2012.
These activities are described more faily 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 maiching funds for State, Federal, and private financing. Housing Commission Policy
PO600.301 contains additional information regarding the Housing Commission’s financial
participation in housing development, acquisition with lehabllltatlon and large rehabilitation
projects. &

Special Purpose Rental Housing

Advantageous financing to developers of & amltmnal ‘housing or: af Tordable units thh related
services that serve persons gualifying under federally or tocally determined Special Needs or
Special Purpose categories. Program includes deferred loans, below market interest rates,
revocable grants, fand banking, and matching funds for State, Federal and private financing.
Housing Commission Policy PO600.301 contams additional information regarding the Housing
Commussion’s financial participation in houqmg dewio 1t, acqiiisition with rehabilitation,
and large rehabilitation p;ojecis '

First-Time Home!ﬁfvers

Junior loan/grant and new construction programs.targeted toward first-time homebuyers with the

ultimate goal ofngighborhood stzbilization and revitalization.

Hou‘siﬁg Rehabilitation )

Rehabllltatl(m programs that, pz‘owde below-market interest rate deferred loans for the
rehabilitation of deteriorated.or functionally obsolete units. Units must be owner-occupied,
single family to fogr-plex % mobile home. Small accessibility grants are available to very low
income tenants with d; 'abﬁmes

]

Transitional Housing Operations

Grants and lozns to nonprofit agencies for operation of transitionzal 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»qufﬁcwncy by providing limited

amounts of rental assistance.

Reserves and Targets of Opportunity

A reserve fund that provides flexibility to transfer resources among eligible activities and to take
advantage of low-income housing opportunitiesdhat present themselves during the course of the
year. The reserve fund also provides for a contingéncy reserve and aliows for reimbursement of
housing impact fees when building permits expire without Ihe commencement of work.

Administration
Funds to provide reasonable cempensation' o the € xty of San Diego and the Housing
Commission for services related fo the admml‘;trauon of the Affordable Housing Fund and
associated housing 1310(”[‘&}1’15

Legal

Expenses to obtain legal services and prepare loan and grant agreements ané refated documents.




SAN DIEGO HOUSING COMMISSION

MODEL PROGRAMS

Legend: HTE: Housing Trust Fund
INCL.: Inclusionary Housing Fund
HOME: HOME Investment Par‘mersh;ps s
REDEV: Redevelopment o :
STATE: = State'of Califorhia Houamg & C ommumty Deve]opment -
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