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TO Mayor and City Council

FROM Development Services Director

SUBJECT Local EconomicIncentives Stimulus Package to Encourage Green Building and

New Development

RECOMMENDATION

That the City Council reviews and comments on this report

SUMMARY

In 2008 during meetings associated with development ofthe Green Building Ordinance for Private

Development GBO some Council members expressed adesire to develop an economic
stimulusincentives package that would encourage developers who werenotrequired to build

green in accordance with the ordinance to do so As the economy and housing markets have

dramatically slowed it becomes necessary to offer similar incentives to all developers until the

economy recovers The number ofbuilding permits issued and finalized for new residential units

during the past three and onehalffiscal years is shown below reflecting the depressed housing
market and building activity levels

2009
2006 2007 2008 through

531

NoofSingleFamilyUnits for Which
Permits Were Issued 200 130 88 116

No ofSingleFamily Units for Which
Permits Were Finalized 102 136 137 93

No ofMultiFamily Units for Which

Permits Were Issued 90 4 2 3

No ofMultiFamily Units for Which
Permits Were Finalized 69 9 15 2

In response staff has developed a preliminary set ofrecommendations for Councilsreview and
feedback that would be applicable toany project that is exempt from but complies with the Citys
Green Building Ordinance for Private Development to any development project including those

required to build green for which permits are issued or final inspections conducted through now

and June 30 2012 and might exclude those projects having prior specific negotiated agreements



with the City It is hoped that such measures would encourage some of the approximately 1500
entitled units that are exempt from the Green Building Ordinance regulations tobe built green and

would assist developers during this depressed housing market to be better able to absorbcant costs

until the housing market rebounds and sales activity returns to more normal levels

Staff is also recommending the following sets of actions for discussion as detailed later in this

report

1 Deferral ofpayment of certain development impact fees from time of issuance of certificate
ofoccupancy CO to close ofescrow or one year after CO issuance

2 Revisions to HaywardsInclusionary Housing Ordinance to allow payment ofinlieu fees
for a temporaryperiod oftime to meet inclusionary housing obligations

3 Extension of initial approval period for discretionary approvals
4 Enhancements to internal procedures related to development review processing

BACKGROUND

During deliberations at last years October 21 and November 25 City Council public hearings
involving discussion and consideration of Haywards Green Building Ordinance GBO for private
development several Council members expressed a desire to have a set of incentives developed to

encourage green building in Hayward Subsequently in response to lethargic housing activity and a

depressed housing market some Council members have requested that the City Manager develop
incentives to stimulate new housing construction activity

Related to direction at the GBO hearings staff met with agroup of local developers and the local

Homebuilders Association ofNorthern California representative on January 15 2009 and received

suggestions on what types of incentives could be helpful to them The notes from that meeting are

included as Exhibit A Generally there were three types of suggestions

1 Deferral ofpayment of fees including possibly deferral ofpayment ofall building permit
fees from time ofpermit issuance to final inspectioncertificate of occupancy

2 Allow payment of affordable housing inlieu fees by right and

3 Miscellaneous incentives such as allowing plastic piping for plumbing projects extending
time by which utility connection fees are required to be paid and extending life of

discretionary approvals and building permits

DISCUSSION

Deferral of Payment ofCertain Development Imuact Fees Staff is recommending that for any
residential unit for which a final inspection is requested prior to June 30 2012 and for projects that
are built at any time in the future in accordance with the CitysGreen Building Ordinance that are

not required to be see list ofmajor entitled projects that are exempt from the Ordinance provisions
Exhibit C that payment of the park dedication inlieu fee and supplemental building construction

improvement tax be allowed to be deferred until close of escrow or to ayear past issuance of
certificate ofoccupancy whichever occurs sooner
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In meetings with developers several attendees expressed adesire to have payment of development
impact fees deferred until close of escrow or within some established time frame after issuance of
certificate of occupancy Although Hayward would not be obligated to do so such deferment is

allowed by 2008 State legislation AB 2604 Torrico Currently Hayward requires payment of

development impact fees such as park dedication inlieu fees utility connection fees supplemental
building construction improvement tax etc at time of final inspection issuance ofcertificate of

occupancy Few cities have allowed deferral ofpayment of such fees to close ofescrow as

summarized below and as shown in an October 2008 table from Paul Campos ofthe Homebuilders

Association of Northern California Exhibit B

The two payments proposed for consideration of deferral are 1 the park dedication inlieu fee

nearly12000 for each new singlefamily ownership unit and 2 the supplemental building
construction and improvement tax1200 per single family unit 960 permultifamilyunit As a

general tax the supplemental building construction and improvement tax goes to the Citys General

Fund Approximately 80 of General Fund revenues are used for public safety Since it was

initiated in 1990 aportion ofthe supplemental building construction and improvement tax revenue

has gone into the Transportation System Improvement Fund in the CitysCapital Improvement
Program and typically is used for various improvements such as new traffic signals or some

intersection improvements

Regarding deferral of the park dedication inlieu fee impacts to parks would not occuruntilunits
are actually occupied eg soon after close of escrow Staff from the Hayward Area Recreation

and Park District has expressed some concerns with such deferral but City staff believes that with a

recommended maximum timeframe ofone year beyond the date of certificate ofoccupancy funds
to support mitigation ofpark impacts will be collected in a timely manner to allow improvements to

be constructed or land to be acquired

These two fees along with the utility connection fees represent the largest development impact
fees the City imposes on new residential developments Allowing payment deferral until not later
than a year after close of escrow will minimize carrying costs of developers on units for which they
have received certificates ofoccupancy but which they cannot sell A local developer has indicated
that these two fees represent approximately55ofthe fixed development costs including vertical

construction site improvements and impact fees but excluding land and affordable housing costs
fora1500 square foot singlefamily unit To address situations where close of escrow does not

occur within a reasonable time period after apermit is fmaled staff is recommending that such fees

would be required to be paid within one year ofissuance of certificate of occupancy regardless of

sale of property

Ifthis idea is supported by Council staff will return with adetailed summary ofthe program

implementation details which would include a lien and collection process and the anticipated
administrative costs associated with such aprogram

Fees Not Recommended to be Deferred Staff is not recommending reduction or deferral of

building permit and related fees until final inspection as was suggested by some during the January
15 meeting with developers To allow for deferral or reduction is not appropriate in staff s opinion
due to the fiscal emergency associated with the Citys General Fund and the fact that the City would
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be incurring costs associated with plan check and inspection services Currently the time between

issuance ofbuilding permit to final inspection for singlefamilyhomes andmultiFamilyattached
units averages approximately 4 to 6 months and 6 to 8 months respectively Staff is also not

recommending that utility connection fees be deferred any further since they are already only paid
at the time actual connections are requested and prior to final inspection rather than when permits
are requested

Revisions to HavwardsInclusionary Housing Ordinance IHO In response to input from the

development community and assuming a detailed analysis supports such allowance staff is

recommending that payment ofinlieu fees to meet inclusionary housing obligations be allowed by
developers ofprojects that are approved and not built prior to June 30 2012 and that anexus

studyanalysis be conducted to determine what the appropriate fee amount should be to offset the

impacts on affordable housing ofthose projects

Besides deferral of certain fees the item that garnered the most comments from the development
community is the negative impacts of Haywards iriclusionary housing ordinance IHO on

development activity Two suggestions were made

1 Amend the Ordinance to allow payment ofinlieu fees by right versus at the discretion of

the City Council with certain findings and
2 Possibly reduce the inlieu affordable housing fee amounts currently 80000 per unit

The revised City ofHayward Draft Housing Element submitted to the State indicates that the City
will consider revising its fee and will consider allowing payment of such fees by right

The stated purposes ofthe IHO are

a Enhance the public welfare by ensuring that future Residential Development Projects
contribute to the attainment ofthe affordable housing goals set forth in the Housing Element

ofthe General Plan of the City of Hayward
b Increase the production of residential units in Hayward that are affordable to very low low

and moderateincomehouseholds

c Ensure that units affordable tovery low low and moderateincomehouseholds are

distributed throughout the Citys various neighborhoods
d Comply with the requirements ofHealth and Safety Code section 333413bwithin the

redevelopment project area and elsewhere in the community as applicable

Amending the IHO in response to some developers requests to allow for payment ofinlieu fees by
right through June 30 2012 is certainly apolicy issue worthy ofCouncils careful consideration
including in regards to current obligations Allowingpayment ofthe inlieu fee by right an

assessment ofthe appropriateness ofthe inlieu fee and analysis of other ordinance provisions will
be included as part of a comprehensive assessment ofthe IHO which is scheduled for the upcoming
fiscal year The inlieu fee amount is supposed to at least equal the cost ofconstructing an

affordable unit per the IHO
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The IHO currently allows payment ofthe inlieu fee for affordable forsale projects provided the

Council determines on acasebycase basis that there are overriding conditions impacting the

project that prevent the Applicant from meeting the requirement to construct Affordable Units and

that payment ofthe inlieu fee will further housing opportunities Therefore in order to allow

opportunity for developers to pay the fee by right for aspecified period oftime would require an

ordinance amendment and related studyanalysis

Paul Campos ofthe Home Builders Association ofNorthern California recently submitted a letter

outlining the benefits of establishing ahousing trust fund in developing affordable housing see
attached Exhibit F Exhibit F indicates a trust fund has several benefits related to leveraging funds
flexibility efficiency and sustainability The Citys IHO currently states that inlieu fees collected
would be deposited in an Affordable Housing Trust Fund

Allowing payment ofinlieu fees and establishment of a trust fund could provide opportunity for

development ofmore affordable units Currently the IHO indicates ownership projects must

include units affordable to moderate income households where an inlieu fee payment and trust

fund could be used to support development bynonprofit agencies ofunits affordable to low and

very low income households However allowingpayment ofinlieu fees would reduce the number
of affordable units integrated into market rate projects resulting in affordable projects being stand

alone and separated from market rate developments Also allowing for payment ofinlieu fees may
result in fewer numbers ofaffordable units that are constructed dependent on the appropriateness of

the established inlieu fee amount

If Council is supportive ofallowing for a limited period oftime the ability of developers to meet

their inclusionary housing obligations through payment ofinlieu fees staff will return to Council

with a recommended Code change and associated studyanalysis Such analysis would also

determine the appropriate amount ofthe inlieu fee which may increase as a result of such analysis

Extensions of Initial Approval Period for Discretionary Approvals Given the difficulty some

developers are experiencing in proceeding to construction as aresult of the market conditions
staff is recommending that for projects for which discretionary planning approvals granted will

expire in 2009 and 2010 that the Code be changed to increase the initial approval period by two

years and that such approvals be valid as long as any associated tentative map is valid

Currently discretionary planning approvals such as variances use permits and site plan review

approvals that are not associated with a tentative map are valid for one year after the approval
effective date unless a either abuilding permit has been issued or abuilding permit
application has been submitted for processing and said application has not expired or b
business operations have commenced in accordance with all applicable conditions of approval
Approvals associated with a tentative map are valid for two years

The Zoning Ordinance allows amaximum of two oneyear extensions for such approvals by the

Planning Director or on appeal by the Planning Commission or City Council Factors to be

considered when granting an extension are a the cause for delay in submittal of the building
permit and b whether the proposal is in conformance with existing development regulations
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As shown in Exhibit D a few project approvals will expire this year or next year if extensions
are not granted or building permit applications are not submitted including the mixed use project
at C and Main one extension already granted the mixed use project along Mission Boulevard

Mission Paradise and the South Hayward BART station mixed use project

Staff would return with recommendations for ordinance amendments as appropriate should
Council support this recommendation

Tentative MannStaffrecommends that Haywards Subdivision Ordinance be amended to allow
the initial life of tentative maps to be increased from 24 to 36 months which would require a Code
amendment

The State has recognized the difficulty some developers have experienced in proceeding with

developments during depressed economic times through previous amendments to the State
Subdivision Map Act SMA that granted automatic extensions to tentative maps in the past
The latest such law Senate Bill 1185 SB1185 amended the SMA by automatically extending
certain tentative maps and vesting tentative maps Because it was adopted as an urgency bill
SB 1185 went into effect the moment Governor Schwarzenegger signed it on July 12 2008 As a

result all tentative maps and vesting tentative maps that had not expired as of July I5 2008 and
will expire before January 1 2011 are automatically extended by 12 months from their

expiration dates

Below is a summary ofthe life oftentative maps per the SMA including those associated with

projects entailing substantial offsite improvements

For projects entailing For projects entailing
178000 in offsite public 178000 in offsitepublic
improvements in 2005 dollars improvements in 2005 dollars

Initial life 2 ears 2 years
Automatic extension if Up to 1 year Up to 1 yearallowed b local ordinance
Local agenc extensions U to 6 ears U to 6 years
Automatic Extensions per the

State Ma Act
na Up to 7 years

Allowed via SBI 185 1 year 1 ear

TOTAL U to 10 ears U to 17 years
extension recommended by staff that requires a Code amendment

As indicated above the SMA allows an initial 12month extension as prescribed by local ordinance
for a total initial life for tentative maps of 36 months As shown in Exhibit E some tentative

maps associated with approved projects are going to expire in 2010 and 201 I unless extensions are

granted

Enhancements to Internal Procedures Related to Development Review Processing Based on input
from local developers staff has amended its procedures regarding processing certain projects
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Specifically associated with Planned Development PD Zoning District projects staff will no

longer require submittal and approval ofPrecise Plans typically associated with building
architecture and design and landscaping prior to submittal of Improvement Plans which typically
address infrastructure and common area landscaping improvements Instead staff will allow

submittal ofboth plans for concurrent processing This will reduce the time and cost to developers
ofthe development review process between approval of a tentative map and approval of a final map
and improvement plans

Staffwill also be revising handouts and checklists which will reduce the number of planning
reviews andresubmittals from applicants with the goal ofhaving projects ready for decision in a

shorter period oftime which will further help reduce costs to developers

FISCAL AND ECONOMIC IMPACT

The deferral ofthe park dedication inlieu fee and supplemental building construction improvement
tax to close of escrow or within one year after issuance of certificate of occupancy whichever is

sooner will result in adelay in the collection of such fees which could negatively impact projects
that are supported by such funds such as parkland acquisition or park improvements However
staff is of the opinion such delays would be unlikely to do so given the limited amount oftime such

fees could be delayed maximum ofone year after certificate of occupancy issuance and given
impacts on parks associated with those new developments would typically not occur until units are

actually occupied

The more impacting fiscal effect is the staff time that would be required to establish aprocess that
would allow deferral ofpayment of such fees to close of escrow while ensuring such fees would be

paid Such process would likely entail establishing a lien or special assessment on the property and
if necessary collecting such fees through that process Staffwill provide more details of such cost

at a future meeting should Council indicate support for such process

The fiscal impacts on the general fund of allowingpayment ofaffordable housing inlieufees by
right would be expected to be minimal since staff would not be required to process inclusionary
housing agreements though some staff time would be required to administerthe housing trust fund

More importantly the outcome ofsuch Code amendment could be areduction in the number of
affordable housing units built in the City and certainly areduction in the number ofsuch units

integrated into developments

Direct fiscal impacts to the Citys funds related to extensions ofinitial approval period for

discretionary approvals and revisions to the internal development review processes would be

negligible though savings would be realized by developers due to the elimination of the need to

pay for processing extension requests and due to reduced processing timeframes for certain projects

PUBLIC NOTICE

A notice of this work session was sent to the developers group who participated in discussions in

January of this year to Eden Housing Inc staff to Paul Campos as well as to the Hayward Area
Recreation and Park District staff
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NEXT STEPS

Per Councilsfeedback staffwill return in the fall with aset ofrecommendations for Councils
consideration for adoption which may entail ordinance amendments and analyses

Prepared by

74
David Rizk AICP

Development Services Director

Exhibit A Summary of comments from January I5 2009 meeting with developers
Exhibit B Local impact fee deferral matrix from Paul Campos ofthe Homebuilders

Association ofNorthern California dated October 27 2008
Exhibit C Summary table of status ofmajor entitled residential projects in Hayward
Exhibit D Projects for which planning approvals will expire in 2009 and 2010

Exhibit E Projects for which tentative map approvals will expire in 2010 and 2011

Exhibit F Potential City of Hayward Housing Trust Fund Issue Paper
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EXIIIBIT A

Summary of Comments from January 15 2009 Meeting
With Developers Regardinglncentives

There were generally three areas proposed for the City to consider

1 Deferral of Fees

a Deferral of development impact fees park dedication inlieu fee and supplemental
building construction improvement tax to close ofescrow versus current point of final

occupancycertificate of occupancy with an end date identified
b Deferral of building permit fees from issuance of permit to final inspectioncertificate of

occupancy

2 Allow Payment of Affordable HousinglnLieu Fees by Right
Points were raised thatthe currentmarket hasresulted in marketrates being affordable to

moderate or less incomers which is more effective than any ordinance it was indicated
that the median sales price in Hayward in December was 327000
Some expressed an opinion that allowing for processes other than existing ones such as

paying inlieufees gets the Citymore affordable units than does the current inclusionary
ordinance ownershpprojects dontresult in units for very and low income households
which is a result of the current inclusionary housing ordinance pros and cons were

discussed about having stand along affordable projects eg Eden Housing versus having
affordable units integrated into projects

3 Other Incentives most suggested by Paul Campos of the Home Builders Association of Northern CA
Allow PVC pipe
Extend time when utility connection fees are required to be paid
Extend life of approvals both for discretionary approvals and for building permits State
already mandated extension ofTentative Map approvals
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PLANNING APPROVALS THAT WILL EXPIRE IN 2009 AND 2010

PL20080149SPR

28000 Mission Blvd Mission Paradise
MixedUse Project with 13804 Square Feet of Retail Area and 82 Residential Units

Expires62409

PL20070225CUP

22696 Main Street a C Street

MixedUse Project with2000 Square Feet of Retail Area and 44 Residential Units

1 Extension expires91109

PL20080436SPR

Southeast Corner of Industrial Bivd Marina Dr

43586squarefootfitness facility operated by 24 Hour Fitness

Expires 121709

PL20080547ZC

South Hayward BART Station WittekMontana project
PD consisting of 772 residential units grocery store and910space BART parking garage

Expires31710

EXFIIBIT D
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EXIIIBIT F

HOME
BUILDERS
ASSOCIATION

Potential City of Hayward Housing TrustFund Issue Paper

OF NORTHERN CALIFORNIA

The home Builders Association supports aprogressive and sustainable policy for providing
more affordable housing for more needy Hayward families in the most efficient and equitable
manner According to thenonpartisan Center for Community Change Housing trust funds

are the single most impressive advance in the affordable housing field in the United States over

the last several decades Housing trust funds are extremely flexible and can be used to support
innovative ways to address many types of housing needs These funds are also very efficient

Many trust funds report highly successful track records addressing a wide variety ofcritical

housing needshttplwwwcommunitychaneeorg

The advantage of azi affordable housing trust fund is clear

S A trustfund can leverage signifecantstate andfederal dollars Sorne local trust funds

are able to secure 20 for every 1 local dollar

A trustfund can reach tke neediest Hayward householdsincluding the homeless and

extremely low income households In fact the federal governmentsrecently created

National Housing Trust requires that asubstantial portion ofits grazits go toward serving
extretely low income households A local trust fund will allow Hayward to maximize
accessto these federal funds

A trust fund isJlexible so that it canfinance a broad range ofaffordable housing
activities to meet avariety ofneeds A trust fund enables programs such as purchasing
and rehabilitating existing foreclosed and blighted properties and malting them

permanently affordable Again this meshes well with a new federal program the

Neighborhood Stabilization Program that will make 4billion available to state and local

govermments for affordable housing efforts including acquiring foreclosed properties
offering mortgage relief down payment assistance and redevelopment assistance

A trustfund is efficient As the Center for Community Chazige confirms trust funds

deliver more units more efficiently and without the need fox extensive city overhead to

find and qualifybuyers for inclusionazy units arrange financing for them and the large
expense ofmonitoring required prevent the widespread risk of fraud associated with IZ

A trustfund is equitable Properly crafted a trust fund draws on abroad base of funding
sources so that asocietal obligationproviding adequate housingisborne by the

community at large
MailingAddres A trustfund is sustainable By allocating the burden ofproviding affordable housing
Ro ua sGO across the public andprivate sectors a trust fund avoids forcing anarrow sector of the

SanRnon economynewhousingrombearing a disproportionate and ultimately economicaily

caiirnia4sa3siGO unviable burden A healthy housing industry is necessary for the local state and national

economies to be healthy Especially in the current economic climatewhichshows no

zoo rorrer wive sign of near or mediumterm recovery

azao

Snn Rvmon

Glifornia 94583

riz RzoaGZCHBANC Housing Trust Fund Issue Paper Page 1

Fax 925820729G

Wcbsise 66anaorg



INSTITUTE FOR

LOCALC7VERNMENT

Types of Housing Trusts Most local agencies have some form of an account or fund

that is dedicated to affordable housing The creation of such funds is astandard

practice for commercial linkage fees inclusionazy housing and redevelopment areas
In addition some communities aze beginning to develop publicprivate housing trust

funds

Best Practices Public housing trust funds are managed in a variety of ways

depending on the local programs in each agency The key is to have a clear set of

goals and then tailor the programs that flow from the trust in a way that assures that
the goats are met while retaining enough flexibility to adapt to changes

TIt3pSlJ1QIe1T17MBitbiHO7SINGfi1tSTS

The term local housing trust ismot tightly defined and can mean different things in
different communities There are two types of public agency funds that are generally
considered adedicated account or trust

Dedicated Revenue Funds A housing fund or account is merely a public agency
fund receiving dedicated revenues for affordable housing The fund must be
dedicated to affordable housing purposes

Local Housing Trust Fund Under Proposition 46 aLocal Housing Trust Fund
must 1 receive ongoing dedicated revenues such as taxes fees loan repayments or

private contributions and 2 be established by formal act such as legislation
ordinance or resolntiont

t Bill Higgins and Shana Graham prepared this issue brief specifically for the League Board of Dhectors as

part of the work program ofthe Institute for Local GovernmentsHousing and Land Use Program For
more information on housing trusts visitwwwcaileorahrc

See Cal Health Safety Code 50843c3
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Classifications and Best Practices Page 2

ROP 46 RECIPIENTS
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Several sources indicate that most agencies in the state have some kind of fund or

account that is dedicated to affordable housing

23Iinitage Fees on Commercial Development The 231oca1 agencies listed above
that impose linkage fees should meet the Proposition 46 definitiolt because the fiords

are typically included in the establishing ordinance

X25 Xnclusionary Housing Ordinances Most programs allow developers to pay fees

into a local housing account in lieu of building affordable units
s

Approximately 370 Active Redevelopment Agencies Redevelopment setaside funds

meet the Proposition 46 definition of local housing trust fund

In addition other local agencies have established funds that accept periodic grants or

other sources of funding that are dedicated to affordable housing Staff wasnot able to

locate acentral list

s bast updated in 2002

The most recent formal survey 30 Years ofInclustonary Ilousing Nonprofit Housing Associatiott 2002
identifies 107 inclusionary ordinances Staff conservatively estimates that at least 18 new ordinances have

been identified since that publication was released

Those funds aze authorized by state legislation see Cal Health Safety Code 333342a
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Publicprivate housing trusts aze also eligible underProposition 46 s These trusts are less

common The most successful to date is the Silicon Valley Housing Trust jointly formed

by public agencies business and advocacy groups and afoundation The Trust has raised

more than 30 millionb Program successes include the creation of1200 rental units and

distributing 1200 grants at6500 each to first time homebuyers Organizers claim they
leverage 40 worth of affordable housing for every grant dollar While local agencies
have made significant contributions to the Trust often from their own housing trust

funds they share representation on the Trust board of directors with corporations
nonprofit housing developers and housing advocates

ssTYSFtliIPNr1xI1G13IIPSs7INrS

Housing trusts can be very flexible tools Trust funds can be used to finance affordable

housing development home purchase assistance preservation of existing housing stock

supportive housing land banking agency capacity and rehabilifation The key is to have

a clear set of goals and then tailor the procedures and programs that flow from the trust in

away that assures that the goals are met while retaining enough flexibility to assure that

the fund can adapt to changes in the market It is important not to exclude potential uses

of fundsunless policy goals are clears

Governance Structure Governing policies set forth sources of acceptable funding
control and management conventions Most funds have a recurring source of

funding but can accept additional or occasional sources In addition most cities

retain maximum control over their funds But some elect to cede adegree of control

or create a separate fund if additional funds may be available by partnering with

other organizations Finally some agencies impose management limitations on the

fund such as limiting the amount that can be used for administration or specifying
specific types of housing in which the funds should be invested

Eligible Benefdciaries Cities should define eligible borrowers and grantees based on

the targeted use of the funds Borrowers and grantees often typically include

nonprofit affordable housing developers forprofit affordable housing developers

s See Cal Health Safety Code 50843c3
e Sue McAllistar Housing grouphaay to 0million Coal San Jose Mercury News July 8 2005

Id Adobe Systems Advanced Micro Devices AppliedMaterials Cisco Systems HewlettPackazd Intel

and Knight Ridder each conMbuted 1million to theTmst

s This section summarizes a much more detailed report Ciy ofLong Beach Housing Trust Fund Study
Policy Guidelines Practices and Program Administration prepared by David Rosen and Associates for

the city of Long BeachThe report in its entirety is posted on the citys website
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joint ventures between nonprofit andforprofit developers service providers
individuals and other governmentagencies or affiliates

Leveraging Cities should develop strategies to leverage theh housing trust funds in

order to increase state federal and other funds coming into the community

Capital Planning Alongterm capital plan is a key tool that acity can use to

develop housing program priorities and a framework for housing trust fund spending
A capital plan assists in making program decisions based on pzojected revenues and

sources of leverage financing A capital plan typically provides three tofiveyear
projections revised annually based on revenue projections program costs and the
number of households to be assisted

Asset management Cities must develop asset management systems to ensure that

developers and homebuyers meet their obligations The city must be assured that

developers are renting their units at affordable rates eligible households occupy units
and resale restrictions are managed properly Procedures should guard against the

loss of funds through defaults and assure that the citys regulatory requirements are

met

lYome Purchase Assistance Programs Cities should record documents that protect
the agencys equity in the unit Lending institutions do not always recognize
affordability restrictions Second mortgages in particular are aproblem because

lenders sometimes issue the line of credit on the mazket value of the unit not the

ownersrestrictedequity Cities should consult with an expert real estate attorney to

draft resale restrictions or equity share agreements disclosure statements and

performance deeds of trust
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Menlo Park approves purchasing foreclosed homes Inside Bay Area

Menlo Park approves purchasing
foreclosed homes

By Mike Rosenberg
MediaNews

Posted 05082009032700PM PDT

Updated 0510820090327OLPM PDT

Menlo Park officials will spend 2million in

developers fees to help restore neighborhoods
ravaged by house foreclosures

Tha City Council earlier this weekapproved
spending the money to buy and renovate 10 to 15

foreclosed homes in the city most of them in the
lowincome Belle Haven neighborhood east of

Highway 101

The city will then sell the homes to residents on fts
affordable housing wall list families who earn 60
to 110 percent of the areas median income The wait
list currently has more than 200 names on it

In a separate action the council authorized giving
500000 to Habitat for Humanity which will
leverage the money to also buy renovate and sell
foreclosed homes

That program is expected to acquire flue Menlo Park

homes of100000apiece and will be aimed at

lowerIncomefamilies on the affordable housing
wait list

To bankroll the two home acquisition programs the

city will withdraw25million from its affordable
housing fund which developers pay in Iteu of

installing belowmarketTale residential units The

money can only be used for affordable housing
projects

Page 1 of2

Council members also expressed support for a

foreclosureprevention program designed to lower
homeowners mortgage payments and keep them out
of foreclosure although they will need to approve
the plan in July

Under thatplan the city would invest 1million in
10 to 12 homes in danger of being foreclosed The
city essentially would take an equity stake in the
homes and be reimbursed when they are sold
allowing it to invest in more houses

It is still unclear how the foreclosureprevention
proposalwould be funded however as the city may
not be able to legally tap into ifs affordable housing
money for ft

The three programs were modraled after the federal
governmentsNeighborhood Stabilization Program
Housing Manager Douglas Frederick said The
government passed the program in2008 as part of
its economic recovery plan end expanded it as part
of the 2009 stimulus bill

Frederick said there are about 9D properties in
Menlo Park in some stage df foreclosure 21 of them
vacant Council members and city oficials said the
vacant properties lower surrounding home values
attract crime and vermin and provide havens for
squatters and drug users

Ifs heartbreaking to see a taw houses that really
ere a detriment to the neighborhood and everybody
suffers because of thatCouncilman Kelly
Fergusson said Notjust that neighborhood but
Menlo Park as a whole

The proposals originally introduced by
Cowicilman Andy Cohen and developed through the

citys housing commission pleased some

members of the Belle Haven neighborhood

httpwwwinsidebayareacomsatlmateocountytimeslocalnewsci12328220 5112009
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43 Continue to work tvit6 nmtnofit housing organizntions to benefit from their

expertise is And rrsourcts for develolngmtd supporting nffordnblt housvtg

aarlr al of the affntdabehousing projects Yn the ciryhnva 6aaia davaopert
in ymnrarshrp with nonyrofrr orgrmizarivns sncras BrnGakHousing

Deveinynieru Caryoration Eden Honsing and Pamlrann Ecrnnwtina

Ropar9des Nmlprofit yrojecrs that nare nready boon eanrpered duringtce

yiarming ymiod include Snlishmr Aymurtonts jintago Charemr Senior

Apmmnmtrs Edith Sheaf Sonior 4yrn9ntetxs and Old Enr Vage Projects

tinder CvnstrucRion incude liaLr Senior Ayarrutenrs Ayyrored yrojecrs
includa LnirnlourrAirerAynlYruenls

Responsibility Housing Division

fiwding Oenanl Fund

Schedule 7nnimly 1 1999 June 30200G

Policy 42d5Sig11 n ShAIY Of 1112teSp01151b1hty f01 pr041d1i1g nffOrdflbl2 110L1SIng YO the

developers of mnrhettote housing and nonresidentiAL projtets

Programs

44 Continue to require residentiAl projects of five armore units to contribute To

the provision ofbelottanarYet rnte housing in one of the following ways

n provide li percent of the units in n rang housatg project at i2uts

nffordable to very Iow and losincoute householdsanti 15 percent of the

twits ht n forsale project at prices Affordable to low and modernf2

income households fm A mininunn period of30 years

b Dedicnte aportion of the ptrojectsitt wr property tlsetvhcre to the City or A

nunyanfit organization for use AS n site for nffordnbCe housing This option
is Allowed only if the City oc anonprofif agalcy bas n pending project

e Mnlce en inlieuynnueut to the Citys Honsing Faad

d Use nltenmtive methods to tu2et the intent of the inelusimmty cegnhentent

subject ionpprovat by fhe Ctity Council

Respauihihig Honsing Division Citp Council

Funding Housing Fund

Schedtle Ongoing

43 Increase ffit inlieu honshtg fee to a level that generates enough fontling to

develop nffordnble amts presavr their affotdAbility and ensure their

susminability

Responsibility Hoasina Drrision City Council

Fmuliug Honsing Fuud

Schedule December 3l002
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Petaluma California Coalition for Rurai Housing

California Coalition for Rural Housing

Developer Options
Construction Alternatives

1 conversion to affordable housing
credit transfer

inlieu fee

1 land dedication

offsite construction

InLieu Fee Structure formula

No fee schedule available

incentives

rS clustering of IH units

delayed buliding of IH

units

In density bonus

fasttrack processing
n fee deferral

fee reduction

fee waiver

tlexlble design standards

growth control extension

subsidies

tax abatement

R2 other

Page d of2

Requirements
Rental Units Ownership Units

IH Requirement 5 units 3 units

Threshold

Production variable formula 15 30 variable formula 15 30

Required
Targeted Groups extremely low income extremely low income

D very tow income very low income

Js low income D low income

moderate Income moderate income

c abovemoderate income abovemoderate income

senior senior

Length of 30 years 30 years

Affordability

Production Data

Inclusionary Development Units Produced 587

1999 2006

InLieu Fee Umts Produced 1999 2008 570

httpwwwcalruralhousingorghousingtoolboxinclusionaryhousingpolicysearchpolici5262009



Petaluma California Coalition for Rural Housing

Total Inclusionary Units Produced 1899 1157

2008

o aadihrritactivifv 5 vsars before and after adoption of ordinance

California Coalllion for Rural Housing
916 4434448

717 K Slreet Suite 400

Sacramento CA 95874 USA

Page 2 of2
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Housing Trust Fund Main Page Page 1 of I

Addlnonal information

Wanted housing developers

Affordable Housing Fund

The San Diego Affordable Housing Fund has two primary sources the Housing
TrustFund and Inciusionary Housing inlieu fees tyk here to view Affordable

ous Fund reoortsl

The San Diego Housing Trust Fund created by the San Diego Cfty Council in 1980

was one of the first programs of its kind and has became a model for other cities

Historically the Housing Trust Fund benefited from four primary revenue sources

Curtently its only source is a Commercial Linkage Fee a tae that is levied on

a square footbasis on commercial and industrial buildings The nexus is that such

new buildings or expansions typically generate new jobs and therefore the need For

housing for Individuals who fill those positions

Inciusionary housing Intieu fees are a source of revenues for theAffordable

Housing Fund In 2003 the City of San Diego enacted acitywide Inciusionary

Housing Ortlinahca one which allows developere the option of paying fees Ih lieu of

providing ten percent of the homes In any development at affordable rates for modest

inwme families These fees are coileded by the City and released on a quarterly
basis to the San Diego Housing Commission to leverage against other funds to help
build affordable housing preferably in the community plan area from which fhe funds

came

In 2006 the City of San Diego adopted anewinlieu fee assessment procedure This

new assessment procedure provides developers more certainty as to what the level

of their inlieu feeshall be upon theirprojectsapproval To see how this assessment

procedure works please citck hQe

Affordable Housing Pund key to creating more affordable housing

San Diegos Affordable Housing Fund helps expand affordable housing by assisting

developer partners As developers respond with proposals to the Housing

CommissionsNotices of Funding Avallabllity NOFAs a variety of funding sources

Including the Affordable Housing Fund are explored as options to help subsidize the

construction ofbelowmarketrate homes

Another key attribute of the Affordable Housing Fund la In its flexibility Because if is

designed without stale or federal Intervention the fund can be shaped to address

locatneeds conditions and prlodtfes

This flexibility allows the Affordable Housing Fund to provide a variety of housng

opportunities in addition to rental housing development Transitional Housing

programs serve the areasmost needy persons In need ofshelter and food

Neighborhoods are revitalized and public safety is enhanced through housing

rehabilitation loans and grants The fund alsoassists firsttime homebuyers achieve

the American dream of homeownership

f3apk
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Housing prices in San Diego

What is a housing impact foe

A housing impact fee also known as a linkage fee is a city fee assessed on

commercial or industrial development

What is the reasoning for such a fee

Commercial and industrial development usually results in new jobs and additional
jobs often create the need for atldftional housing including housing affordable to non

professionals The fee is used to help produce that affordable housing

Why should more homes especially at affordable sales prices or rentalrates be
built Because for years San Diego has faced a housing crisis and It is worsening
because housing development is not keeping up with job growth More and more
people who fill jobs that keep our economy strong from new teachers to health
clinicians store clerks and restaurant workers are finding it difficult to afford to live
here

The housing impact fee is designed to help address the need for workforce housing
The fees go into the San Diego Housing Trust Fund

What is the San Diego Housing Trust Fund

Many cities and even states around America have housing trust funds revenues
from linkage fees and other sources thatare used to subsidize housing so it can be
affordable to lower and moderateincome families The San Diego Municfpai Code
that created a sing Trust Fund wasenacted In 1990 Since inception the
Housing Trust Fund has assisted with the development rehabilitation or purchase of
over6500 belowmarket rate unfts and it supports approximately A55 transitional
housing beds annually

As housing Impact fees are collected by the City they are disbursed into the fund
which the San Diego Housing Commission manages The Commissionsollcits
proposals from private public and nonprofit developers for projects that will create
new or preserve existing affordable housing leveraging trust fund dollars against
private investment dollars Annually the Commission reports on how much money
was collected and how It wasused

Where does the money go

The fund is used to build new affordable housing goes to rehabilitate and preserve
older housing to support firsttime homebuyer programs and to provide transitional
housing By law at least 60 percent of the fund is used to create housing for lower

Income households most with incomes at 50 or less ofthe median Income for San

Diego Other percentages go to those earning less and those earning more than 50
area median income A portion of the fund is used for administration and some is
used to strengthen the capacity of nonprofit developers

Housing trust funds are used to augment pdvate investments and loans This

Page 1 02
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Housing prices in San Aiego

leverage allows the fund to serve more families

Who pays

Whether youre building a20story hotel orenlarging afiveperson laboratory you
are subject to housing impact fees which are charged for all new commercial or

industrial construction additions or interior remodeling that changes a structures
use The current fee schedule Is

106per square foot for office and comparable uses

80 cents per square foot for research and development space
64 cents per square foot for hotels retail and manufacturing
27 cents per square foot for warehouses

The fee amounts above are supported by a nexus study prepared in 1989 that
demonstrated the need for housing based on new jobs associated with commercial

development In December 2004 the nexus study was updated in anticipation of
considering updated fee amounts Click here to read the 2004 Housing impactFae
Nexe nalvslsprepared by Keyser Marston Associates Inc for the City of San
Diego

Whereto pay

When applying for a building permit

Where to go for help

For an estimate of the Housing Impact Fee for a specific project call Facilities

Financing at8195335950

To determine a fee for a specific project call 8192368270

For more information on the San DiegoHousing Trust Fund call 6195787582
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