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County of Santa Clara

Office of the County Executive
Office of Affordable Housing

CEO02 042903

Prepared by: Susan Phillips
Acting Director, Office
of Affordable Housing

Submitted by: Jane Decker
Deputy County Executive

DATE:  April 29, 2003

TO: Board of Supervisors

FROM: M /u

Peter Kutras Jr.
Acting County Executive

SUBJECT: Approve Recommendations Regarding Affordable Housing Fund Allocation
Process

RECOMMENDED ACTION

Consider recommendations relating to Office of Affordable Housing and use of affordable
housing funds.

Possible action:

a. Approve recommendations on prehmmary allocatlon of affordable housing funds and
process for distribution. or atm | '
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b. Authorize staff to proceed with preparation of two Requests for Proposals (RFPs) for
distribution of $5.5 million in affordable housing funds to implement Categories 1 and 2
of the affordable housing fund allocations.

c. Approve Request for Appropriation Modification No. 156 increasing revenue and
expenditures in the Office of the County Executive, Office of Affordable Housing
budget to complete transfer of year one housing set—aside funds to the Affordable
Housing Fund. (4/5 Roll Call Vote)

e
-

FISCAL IMPLICATIONS ... { &

Fal
K

There is no impact on the General Fund as’a result of thls a;:non On January 28, 2003, the
Board approved the estabhshment ‘of a new Affordable Housing Fund; (Fund 0196) and the
transfer of $7 million’i in. housmg set—aside funds in order to support the provision of

affordable housing, At that time, the Board also approved the appropriation oﬁ$122 109 in

affordable housmg funds to cover current—year costs required to establish the new Ofﬁce of
Affordable Housmg

""‘;

The attached Request for Appropriation ] Modlﬁcatlon completes the budgetary. ; P
necessary to account for the $122 109 1n funds approved prev;ously by, Bqa‘rd actlon‘and to

During this discussion, the following i 1ssues were raised:’
e The need to make funds available as quickly as possible to meet housing needs.

¢ The need to provide the Bq&@&&eﬁi@g@gf tOﬁ}?ﬁlﬁfeﬂ}@gde between funding categories
to meet critical needs. "
° Processor name  Helen Salyers
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The fairness of the proposed two—tier allocation scheme for Category 1 projects, which
distinguished between projects over and under 50 units in size.

e The advisability of establishing a separate funding allocation for emergency shelter
projects.

* The need for clarification regarding whether one project could apply for funds in
multiple rounds to address different project phases.

¢ The need to address the current Board policy requmng payment of fair market value for
surplus land. g

‘M
&

Staff's original report has been rev1sed to respond to concems and questlons raised by Board
members and the pubhc At the Committee's direction, a summary of pubhc comments
received at the meeting:is mcluded as Attachment 1. The staff reporf was accepted by the
Committee and forwarded to the Board W1th a recommendatlon for posmve actlon

,,, "q: E . ;,. o
X “ i - . :

o chment 3 for spe01ﬁc languag 1 plemrentmg this change.)
® A separate, dedleated ﬁm g;-category for emergency shelters has’ﬁoi‘been
recommended; however spe01ﬁc reference to shelters has bgen added to Category 2
projects and the total avallable fundg{;g in this category has been increased by $1
million. Staff believes that earmarkm $4 million spemﬁcally for shelters will limit the
Board's flexibility in allocating llmlted funds between deserving projects.

e It is expected that individual pro;ects will-be able to submit one application for funding
either in Category 1 or Cate ory [’ghtls rel%ﬁes to nature of these funding

aL-F'

allocations (project—based, rat}ier an phasei?%’ase'd fhe County has available other
sources of funding (CDB,Gjandﬁ@ME),whtehaareﬁngnersultable for phase—based
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funding. Funding under distinct categories following the first County awards in fall,
2003, may well fund the same project in different phases (e.g., land acquisition,
pre—development, permanent financing), but this will be more clearly delineated as
details of these categories are presented to the Board.

* A report back on the issue of fair market value will be provided for Board discussion of
this policy issue, and it tentatively scheduled for early fall, 2003.

On January 28, 2003, the Board drrected staff to- report back w1th an allocatlon of housing
set—aside funds which have been approved by the Board and are estlmated to be available to
the County over the next three years. A preliminary allocation is presented in Attachment 2.
The proposed allocatlon Gonsists of eight categories for distribution of funds."A-brief
description of each-is pr0v1ded below; a more detailed descnptlon and the ratlonale for each is
discussed in Attachment 3.

‘.; SN
N
4

is identified‘as bemg a al
County: -

is assumed to be ava11ab1 ;;allo‘catlon begmnmg in EY2004

* Year 3 — $6 million i 1s currently estimated to be avallable at the end of FY2004 and is
assumed to be availablé for allocatlon begmnmg in FY2005

To provide the maximum flexibility in the use of these funds, staff is proposing that
unreserved funds in each allocatl%l c%lh %n}ovedhas ReCesIary by Board action between
categories in any given funding year. hat s, 1f gy S in one category are undersubscribed, the
Board has the flexibility to allonatedhese funds in anctheseategory during the same funding
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year, or to roll the funds over in the same category for appropriation in a future allocation
year. If no specific action is taken, uncommitted funds are assumed to roll forward into the
same category for the following funding year.

The proposed allocation strategy is based on the following guidelines:

¢ County funds should be allocated only as funding is received through the housing
set—aside (i.e., allocation of funds should not be made contingent upon receipt of future
funding). I

e County funds should make the dlfferenceam ereatlng affordable housmg (i.e., these are
not merely gap ﬁnancmg funds) S 4

¢ County funds should be leveraged agamst other funds 1nclud1ng City funds or other
support, where apphcable _

¢ County fundsfshould be made available to leverage State funds through Proposition 46
(the Housing'. and Emergency Shelter Trust Fund Act 0f 2002). ,' T

* County: funds $hould be used to add new affordable housmg umts or c11ent placements
(beds) to the- existing affordable housing supply. . L BN ,

¢ County funds should not compete with or duphcate ex1stmg fund & o;ir es (e g if the

County prov1des pre—development fundmg, it should address pl‘O_]eW needs wh1ch are

housmg—related 1ss,
e Funds should bema

'''''' | ‘ ', e _to support all ﬁve pnonty areasgas estabhshed by the
Board; althoughi ‘1t is not nec ssary to earmark ﬁJnds dn'ectly to support each of the five
areas as a discrete ﬁ.mdmg category

fMeeting Date  WMay 6, 2003

In order to move quickly on funding housine projegls,in, EX%QQM it will be necessary for staff
to release on July 1, 2003 two RPFs to generate applications for project allocations which are

ttern Mumber 27
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expected to be funded in fall, 2003. The draft schedule for Category 1 (MHP—eligible
projects) funding distribution is provided as Attachment 4. The schedule for distributing funds
in Category 2 (non—MHP eligible projects) is still under development; however, it is planned
that both RFPs will be released concurrently on July 1, 2003, making a total of $5.5 million in
affordable housing funds available at that time. Staff plans to present the RFPs for both
Category 1 and 2 to the Board on June 24, 2003, prior to release on July 1.

3 ¥

i 3

. X 4

Vg’ v 4 § i
‘»‘ g

#

£
Approval of the Request for Approprlatlon Modlﬁcatlon is: iirequured toymove the remaining
housing set—aside funds (totaling $7 million in the current fiscal year) ‘from General Fund
balance into the newly—estabhshed Affordable Housing Fund (Fund‘0196). A similar action
will be requested of, the Board during FY2004, once the second year revenue-is.received
(currently estlmated at'$5.6 million) and again the following fiscal year: (for the estlmated $6
million to be recelved at that time). :

e My

No add1t10na1 expendltur :';;authonty for these funds 1s requested The Board‘»prevmusly
approved expenditure.of 122 109 durmg the current ﬁscal year to support the newly—created
Office of Affordable} : ousmg ‘ S :

to support this ngw’ fund‘ , : . 1
dependent on the'level o a81de funds recelved by? Cotinty. Staff recommended

0 ,

three areas toward Whlch‘ the G ‘ effordable housmg fund couldf’bel ?hrected
¢ Emergency and TranSItlonal‘-‘Housmg A
e Permanent Affordable Rental Housmg T &

"sf.-J_,and f01; Affordable Housmg

e Procurement of Land/Use of: Surpl-

e tfﬁ*‘

The Board directed that two additional areas be included (home ownership and agricultural
worker housing) as the Administratiomicgnvened anzfxffordable Housing Fund Allocation
Process Working Group ("Working Group") to develop recommendations for allocating funds

and a process for fund distribuflRCesS0r name  Heien Salyers
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The twenty—member Working Group, chaired by Deputy County Executive Jane Decker, was
comprised of representatives of each Board office, the County's Office of Affordable Housing,
the County Executive's Economic Development Office, Office of the County Counsel, Social
Services Agency, Health and Hospital System and Santa Clara County Housing Authority.
Staff and technical support was provided by the Office of Affordable Housing, the Enterprise
Foundation and the OAH's financial consultant. The Working Group met five times between
February 18 and April 4, 2003 to develop the framework for allocating County affordable
housing funds that is presented here AL

2. i
RS

The Working Group spent con81derable time evaluatmg the ﬁve areas, of housing need
identified by the Board.. Members concluded that home ownershlp programs could generally
be administered by,,wthe Housmg Trust of Santa Clara County, rather than creatmg a new
administrative frame“work within the County for this purpose. At the same; :time, 1t will likely
be possible to work with ‘the Trust to develop a specific program which can meet County
priority needs; for home ownership (drrected toward low income populatlons vwho may also
represent spec1a1 needs chents) S : - ¢

ah

As the County moves forward w1th dlstrlbutlon of the Affordable Housmg Funds, it will be
necessary to evaluate how the funds have béen spent *to’ensure that there is a reasonable
balance of housing created throughout Santa Clara County. This will allow for appropriate
monitoring of housing productlonh?gewe}} as,for cm%c%gctlon in dispensing future funds,

should imbalances be identified.
Processor name  Helen Saiyers
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Allocation Categories for Affordable Housing Funds

Eight categories are included in the proposed allocation framework. A detailed description of
each is provided in Attachment 3. Because this represents a broad framework for allocating
funds, additional work will be required for implementation and the most effort has been
applied to the first two categories, which represent immediate project funding opportunities.

In order to make funds avallable 1mmed1ate1y, funds. are proposed in year 1 to assist projects
which are applying for Prop 46 funding through the Multifamily Housmg Program (MHP).
This will leverage Couhty finds and improve the competitive advantage of local projects
which provide affordable housing through new construction, rehablhtatlon and‘preservatlon of
permanent and transrtronal rental housing for lower income households 4

necessary for the County to partl/ a e earller in the pI'Q] ect development process to ensure
that projects can be targeted more € Efectlvely to the needs of these: pgpulatlons Categories 3
and 4 address these issues. ¢ o 4 )

Category 3 proposes a two—phasé‘%r'd’d@s”s%tlévera"ge’ Q‘o%fﬁ@? funds. Flrst the County will

provide an initial $300,000 to su%%nmieﬁgﬁyglopi%e& asc.%}yé?gs As projects are defined, an
additional $4 million in funding is allocated annually in years 2 and 3 to provide permanent
tern Number 27
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financing.

Category 4 prov1des an annual allocatlon of funds to be used by the Ofﬁce of Affordable
Housing to work with project sponsors on very specific kinds of affordable housing projects
targeting specific special needs clients which may not be readily addressed through other,
established programs. N

£ S
¢ i 4 !
5 ¢ W

illion alloca ally i 152 ndv . o
Category 5 addresses the need to have funds avallable to make avallable County—owned

surplus land for aff vidable housing development or to secure options on pfoperty that may be
suitable for land bankmg or affordable housing use. . .

current fiscal yeaﬁo cover rt—up costs (rent phones § e«computers, financial
services contract support and or the new Director: 'm_the currenfyear) As reported to
the Board in January, an appropna n of $297,000 is assumed to‘*coyer the cost of a Director,
financial expertise contract and ovethead (e g, rent, County. support) in FY2004. Subsequent
years' budgets may be developed dlfferenﬂy as the needs anEL resources are better defined but
an approximate number has been prov1ded for purpose,s,,of completmg the matrix.

Category 8 — Contingency Fundi;ociing pate  May 6, 2003

Processor name  Helen Salyers
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Category 8 reserves funds for contingency use, should critical opportunities arise for which
funding is unavailable and to address potential situations in which additional funds are needed
in one of the seven other allocation categories.

Implementation of Category 1 and 2 Allocations

Staff proposes to issue RFPs for funding in both the MHP Eligible and non—-MHP Eligible
project categories on July 1, 2003. Thistiming 1s necessa%'y to coincide with the State
Proposition 46 funding schedulefor Roundf2 I\/EE-IP;:apphoatlons “The working group believed
strongly that it was 1mportant to: release the RFP for non—MHP ellglble project funds at the
same time, in order to; mlmmlze confus1on among apphcants and prov1de a source of funding
for the widest pos31b1e yarlety of housing pro_]ects =

s 3
‘.a.

iofis: The Category 1 RFP w1ll outline a 2 part apphcastlon ThlS approach
will allow the Countir to identify the total demand for funds as well as the dlst_nbutlon of

il

project types £arly, while synchronizing the. County and State Propos1t10n 46, rocesses, thus

minimizing add1t10nal paperwork and analys1s for apphcants Housmg spof”ors i’vho WlSh to

program, and thus the potentlal for}State funding. Projects whlch recelve County funding will
have until December, 2004, to secure, State MHP funding; 1 th1s allo ws:projects which are not
successful in Round 2 of the Prop 46 process to compete agaln for fundmg

Category 2 Applications: The Category 2 RFP will outline an application process that differs
from Category 1 applications by a slight revision in the questions posed to applicants and
incorporation of more detailed prdjeétiessPatd fidda¥iRg ffermation (since the MHP

application will not be part of g,lrﬂggggl&{ proce ss).H elen Salyers

itern Hurnher 27
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ENCES OF NEGATIVE ACTI

Should the Board not act on the approval of the Request for Appropriation Modification, the
Affordable Housing funds will not be properly reflected in the County's financial statements
for FY2003. Failure to accept the reports will not provide the Administration direction
required to continue implementation of the affordable housing program and the required RFPs
for distributing funds to housing sponsors will not be prepared.
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