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FILE NO. 160850 ORDINANCE NO.
RO# 17006

SA# 25-06

[Appropriation - Mayor’s Office of Housing and Community Development - Proceeds from
General Obligation Housing Bond - FY2016-2017 - $77,000,000]

Ordinance appropriating $77,000,000 of proceeds from the General Obligation Housing
Bond, Series 2016F to the Mayor’s Office of Housing and Community Development for
Public Housing, Low-Income Housing, Investment in Mission Neighborhood, and
Middie Income Housing-DALP and TND in FY2016-2017, and placing these funds on

Controller's Reserve'pending sale of the bonds.

Note: Additions are single-underline italics Times New Roman;
deletions are s#- itadi ; .
Board amendment additions are double underlined.

Board amendment deletions are strikethreugh-normal.

Be it ordained by the People of the City and County of San Francisco:

Section 1. The sources of funding outlined below are herein appropriated to reflect the

projected funding available in FY2016-2017.

SOURCES Appropriation
Fund Index Code / Subobject Description Amount
Project Code
2S5 NDF 16A MYR172SNDF16A 80111 Proceeds from $40,600,000
General Obligation AABPHF 227777 Sale of Bonds '

Housing Bond,

Series 2016F

Mayor Lee
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Mayor Lee
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Fund Index Code / Subobject Description Amount
Project Code
28 NDF 16A MYR172SNDF16A 80111 Proceeds from $24,000,000
General Obligation AABLIH ZZZ777 Sale of Bonds
Housing Bond,
Series 2016F
2S NDF 16A MYR172SNDF16A 80111 Proceeds from $é,000,000
General Obligation AABMNH 7277777 Sale of Bonds
Housing Bond,
Series 2016F
2S NDF 16A - MYR172SNDF16A 80111 Proceeds from $3,900,000
General Obligation AABMIH 227777 Sale of Bonds
Housing Bond,
Series 2016F
28 NDF 16A MYR172SNDF16A 80111 Proceeds from $2,500,000
General Obligation AABAAA ZZZZZZ Sale of Bonds
Housing Bond,
Series 2016F
Total SOURCES Appropriation $77,000,000
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- Section 2. The uses of funding outlined below are herein appropriated in Subobject

03920 (ﬂoans Issued by City), Subobject 07311 (Cost of Bond Issuance, Underwriter's

Discount, and Reserve Pending Bond Sale), Subobject 081C4 (Internal Audits), Subobject

081GO (General Obligation Bond Oversight Committee Audits,) and reflect the projected uses

of funding.
USES Appropriation
Fund Index Code / Subobject Description Amount
" Project Code
2S NDF 16A MYR172SNDF16A 03920 Public Housing $40,600,000
General Obligation AABPHF 277777 Loans Issued by
Housing Bond, City
Series 2016F
25 NDF 18A MYR172SNDF16A 03920 Low Income $24,000,000
General Obligation AABLIH 2727777 Loans Issued by Housing
Housing Bond, City
Series 2016F
28 NDF 16A MYR172SNDF16A 03920 Mission $6,000,000
General Obligation AABMNH 227777 Loans Issued by Neighborhood |

Housing Bond,

Series 2016F

Mayor Lee
BOARD OF SUPERVISORS
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Fund Index Code / Subobject Description Amount
Project Code
25 NDF 16A MYR172SNDF16A 03920 Middle Income $3,900,000
General Obligation AABMIH ZZ7777 Loans Issued by Housing -
Housing Bond, City . DALP and TND
Series 2016F
28 NDF 16A MYR172SNDF186A 081C4 CSA 0.2% $149,000
General Obligation AABAAA 277777 Controller Internal  Controller's Audit
Housing Bond, Audits Fund
Series 2016F
2S NDF 16A MYR172SNDF16A 081GO 0.1% GO Bond $76,025
General Obligation AABAAA ZZ7777 GOBOC 0.1% Oversight
Housing Bond, Recovery Committee Audits
Series 2016F |
28 NDF 16A MYR172SNDF18A 07311 “Cost of Issuance $539,725
General Obligation AABAAA ZZ7777 Bond Issuance

Housing Bond, -

Series 2016F

Mayor Lee
BOARD OF SUPERVISORS
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Fund Index Code / Subobject Description Amount
Project Code
2S NDF 16A MYR172SNDF16A 07311 Underwriter's $760,250
General Obligation AABAAA ZZZ777 Bond Issuance Discount
Housing Bond, Cost .
Series 2016F
2S NDF 16A MYR172SNDF16A 07311 Reserve for $975,000
General Obligation AABAAA ZZZ777 Bond Issuance Market
Housing Bond, Cost Uncertainty
Series 2016F -
Total USES Appropriation $77,000,000

Section 3. The uses of funding outlines above for $77,000,000 are herein placed on

Controller's Reserve pending sale of the General Obligation Bonds.

Section 4. The Controller is authorized to record transfers between funds and adjust the

accounting treatment of sources and uses appropriated in this ordinance as necessary to

conform with Generally Accepted Accounting Principles.

Mayor Lee
BOARD OF SUPERVISORS
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APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

5w2t K/ﬂr

THOMASOWEN"
Deputy City Attorney

Buri £ Deloers Thsf

Mayor Edwin M. Lee
Office of the Mayor

FUNDS AVAILABLE
BEN ROSENFIELD, Controller

ENFIELD
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BUDGET AND FINANCE COMMITTEE MEETING SEPTEMBER 14, 2016

-

ltems 6,7 and 8 Departments:
Files 16-0867, 16-0868 and | Office of Public Finance (OPF)
16-0850 Mayor’s Office of Housing & Community Development (MOHCD)

EXECUTIVE SUMMARY

Legislative Objectives

o File 16-0867: Resolution providing for the (a) issuance of the total not to exceed
$310,000,000 aggregate principal Affordable Housing, 2015 General Obligation Bonds; (b)
levy of a tax to pay the principal and interest; (c) appointment of depositories and other
agents for said bonds; (d) establishment of accounts; (e) adopting findings under the
California Environmental Quality Act, City Administrative Code and Planning Code; (f)
ratifying previous actions taken; and (g) granting general authority to City officials.

o File 16-0868: Resolution authorizing the first issuance and sale of not-to exceed
$77,000,000 aggregate principal Affordable Housing, 2015 Taxable General Obligation
Bonds, Series 2016F, including all related documents and requirements, as approved by
San Francisco voters on November 3, 2015. ‘

e File 16-0850: Ordinance appropriating $77,000,000 of General Obligation Housing Bond
Series 2016F proceeds to the Mayor’s Office of Housing and Community Development for
specified affordable housing projects, with a Controller’s Reserve pending the bond sale.

Key Points

e On November 3, 2015, San Francisco voters authorized $310,000,000 of general obligation
bonds for affordable housing projects. To date, no bonds have been sold.

e This legislation will (1) authorize the issuance of the entire $310,000,000 general
obligation bonds recently approved by San Francisco voters; (2) specifically authorize the
first issuance and sale of up to $77,000,000 for affordable housing purposes; and (3)
appropriate $77,000,000 of bond proceeds from this first sale for specified affordable
housing programs, including the related issuance costs.

Fiscal Impact

e The not-to-exceed $77,000,000 affordable housing bonds would be sold for $76,025,000,
which reflects a $975,000 reserve to allow for market fluctuations. The projected
$76,025,000 would result in $74,500,000 of project funds and $1,525,000 of Controller’s
audit and issuance costs. All $77,000,000 will be on Controller’s Reserve pending the sale.

e The $77,000,000 bonds are estimated to be sold in October 2016 and have an interest
rate of 4.03 percent, such that average debt service on the 20-year bonds would be
approximately $5,500,000 annually. Total interest payments over the 20-year term would
be $34,325,000. Total principal and interest payments are estimated at $110,350,000.

o Repayment of the annual debt service is covered through increases in the annual Property
Tax rate, such that homeowhers with an assessed value of 5600 000 will pay average
annual additional $15.76 in Property Taxes.

. Recommendation

e Approve the proposed resolutions and ordinance.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ’ SEPTEMBER 14, 2016

MANDATE STATEMENT

Charter Section 9.105 provides that the issuance and sale of general obligation bonds are
subject to approval by the Board of Supervisors.

Charter Section 9.105 also provides that amendments to the appropriation'ordinance, subject
to the Controller certifying the availability of funds, are subject to Board of Supervisors
approval.

BACKGROUND

On November 3, 2015, San Francisco voters approved Proposition A, by more than the required
two-thirds vote, to authorize the issuance of not-to-exceed $310,000,000 in taxable and tax-
exempt general obligation bonds for affordable housing to

e Construct, develop, acquire and preserve housing affordable to low and middle-income
households through programs that prioritize vulnerable populations;

e Assist in the acquisition, rehabilitation and preservation of affordable rental apartment
buildings to prevent the eviction of long-term residents;

e Target affordable housing investments in the Mission neighborhood;
e ' Repair and reconstruct dilapidated public housing;
o Fund a middle-income rental program;

e Provide for homeownership down paymeht assistance for educators and middle-income
households; ' '

e Provide independent citizen oversight and regular audits of the above-noted housing
programs; and :

o Authorize landlords to pass-through to residential tenants in rent controlled units 50%
of the increase in property faxes attribufcable fo the cost to repay these bonds.

In accordance with the voters’ authorization, these affordable housing bonds will be sold in one
or more series and on the terms and conditions, as the Board of Supervisors will determine by
resolution. To date, none of these affordable housing general obligation bonds have been sold.

SAN FRANCISCO BOARD OF SUPERVISORS ’ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING. SEPTEMBER 14, 2016

DETAILS OF PROPOSED LEGISLATION

File 16-0867: Resolution providing for the (a) authorization to issue the total not to exceed
$310,000,000 aggregate principal Affordable Housing, 2015 General Obligation Bonds; (b) levy
of future property taxes to pay the principal and interest costs of the bonds; (c) appointment
of depositories and other agents for said bonds, including paying, fiscal or escrow agents or
registrars; (d) establishment of accounts and subaccounts, including separate bond accounts to
pay the principal and interest on each series of bonds and project accounts to pay project
expenses administered by the City Treasurer; (e) costs of the Citizens’ General Obligation Bond
Oversight Committee with 0.1% of gross bond proceeds; (f) adoption of findings under the
California Environmental Quality Act (CEQA) that this legislation is a funding mechanism and
not a project as defined by CEQA; (g) finding that the proposed project is in conformity with
the priority polices of Planning Code Section 101.1, Charter Section 4.105 and Administrative
Code Section 2A.53; (h) ratification of previous actions taken; and (i) granting of general
authority to City officials to take necessary related actions.

File 16-0868: Resolution authorizing the first issuance and sale of not-to exceed $77,000,000
aggregate principal Affordable Housing, 2015 Taxable General Obligation Bonds, Series 2016F,
including all related documents, terms, appointments, accounts and requirements. This
resolution approves the forms of the (a) Official Notice of Sale, (b} Notice of Intention to Sell
Bonds, (c) Bond Purchase Contract, (d) Preliminary Official Statement, (e) Official Statement,
and (f) Continuing Disclosure Certificate. This authorization includes the sale of the bonds by
competitive or negotiated sale, modifications to the documents, ratifying actions previously
taken and granting general authority to City officials to take necessary related actions.

File 16-0850: Ordinance approbriating S77,000,0CO of General Obligation Housing Bond Series
2016F proceeds to the Mayor’s Office of Housing and Community Development {MOHCD) for
specified affordable housing projects, with a Controller’s Reserve pending the bond sale.

The first proposed resolution (File 16-0867) will authorize the overall issuance of the entire
$310,000,000 general obligation bonds that were recently approved by San Francisco voters in
one or more series, as determined by the Board of Supervisors in separate sale resolutions.
The second proposed resolution (File 16-0868) would specifically authorize the first issuance -
and sale of up to $77,000,000 of the total $310,000,000 general obligation bonds for
affordable housing purposes. The proposed ordinance (File 16-0850) would appropriate the
$77,000,000 of bond proceeds from this first issuance and sale for specified affordable housing
programs, including the related issuance costs.

Table 1 below shows the proposed sources and uses for the initial $77,000,000 affordable
housing bond proceeds.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING SEPTEMBER 14, 2016

Table 1: Proposed Sources and Uses of Funds

Sources .
Bond Proceeds . $76,025,000
Reserve Proceeds ‘ 975,000
Total Not-to-Exceed Sources $77,000,000
Uses
Affordable Housing Project Funds 74,500,000
Controller's Audit Fund . 149,000
Project Subtotal : 74,649,000
Bond Issuance 539,725
Underwriter's Discount " 760,250
Citizens' GO Bond Oversight Com 76,025
Issuance and Related Cost Subtotal 1,376,000
Total Uses | $76,025,000
Reserve Pending Bond Sale’ 975,000
Total Uses with Reserve $77,000,000

Source: Supplemental Appropriation File 16-0850 and letter dated July 22, 2016, from the Director of
Public Finance to the Board of Supervisors, re City and County of San Francisco Taxable General Obligation
Bonds (Affordable Housing), Series 2016F. ' ‘

As shown in Table 1 above, proceeds from the first 2016F Affordable Housing 2015 Bonds will -
fund total affordable housing project costs of $74,500,000. Table 2 below summarizes the
categories of projects to be funded from this $74,500,000 first bond issuance within the total
$310,000,000 affordable housing bond program. The Attachment provided by the MOHCD
provides additional detail on projected expenditures for the entire $310,000,000 housing bond
program from FY 2016-17 through FY 2020-2021, including the total number of 1,256
affordable units to be funded.

Table 2: Affordable Housing Bond Fund Uses

. First Bond Total Bond
Sale Program
Public Housing ' $40,600,000  $80,000,000
Low-Income Housing 24,000,000 100,000,000
Mission Neighborhood Housing 6,000,000 50,000,000
Middle-Income Housing . 3,900,000 80,000,000
_ Total 2015 Affordable Housing Bond : $74,500,000  $310,000,000

Based on the total authorized $310,000,000 Affordable Housing bonds, after the initial
$77,000,000 issuance, there will be $233,000,000 of bond authorization remaining. MOHCD

! The Reserve Pending Bond Sale accounts for uncertainty due to potential variations in interest rates prior to the
sale of the proposed bonds.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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currently projects issuing approximately $103 million in a second issuance of these bonds in the
fall of 2017 and $130 million in a final issuance of these bonds in the fall of 2018. However, Mr.
Benjamin McCloskey, Deputy Director for the MOHCD advises that MOHCD will evaluate each
of the affordable housing programs, such that additional bond debt would be issued only when
needed.

FISCAL IMPACT

$77,000,000 Initial Bond Sale

As shown in Table 1 above, the requested not-to-exceed $77,000,000 Series 2016F Affordable
Housing General Obligation Bonds are projected to be sold for $76,025,000, which reflects a
$975,000 reserve to allow for potential variations in the interest rates when the bonds are sold.
The projected $76,025,000 would result in total available project funds of $74,500,000 and
Controller’s audit ($149,000) and issuance-related costs ($1,376,000) totaling $1,525,000. If
approved by the Board of Supervisors, all of the requested $77,000,000 supplemental
appropriation of funds would be placed on Controller’s Reserve pending the actual sale of the
bonds. '

The issuance and sale of the initial $77,000,000 affordable housing bonds are anticipated to
occur in late October 2016. As provided in the two proposed resolutions, MOHCD can use non-
bond available funds prior to the issuance and sale of the bonds to begin work on the specified
affordable housing projects, which can then be reimbursed with bond proceeds after the sale.
According to Mr. McCloskey, approximately $5-58 million of contracts may be executed prior to
the October 2016 bond sale primarily for the public housing predevelopment activities.

Debt Service on Initial Bonds

The Office of Public Finance conservatively estimates annual interest at 4.03 percent over 20
years. The Office of Public Finance advises that although a 20-year term is anticipated, the
proposed bonds could be structured up to 30 years, if market conditions warrant a longer
period of time. In addition, the Office of Public Finance anticipates a competitive bond sale but
reserves the option to conduct a negotiated bond sale, based on market conditions.

The Office of Public Finance estimates éverage annual debt service on 20-year bonds at the

" projected $76,025,000 would be approximately $5,500,000. Total interest payments over the
20-year bond term would be $34,325,000. Total principal and interest debt service payments
are together estlmated at $110,350,000.

‘lmpact on Property Taxes

- Annual debt service will be recovered through increases in City annual property taxes. The
Office of Public Finance estimates average property tax increases of $0.00266 per $100 or $2.66
per $100,000 of assessed valuation to repay the anticipated 20-year term of the initial bonds.
Therefore, the owner of a residence with an assessed value of $600,000, assuming a
homeowner’s exemption of $7,000, would pay average additional property taxes to the City of
$15.76 per year for the anticipated $76,025,000 initial affordable housing bonds.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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However, in accordance with the City’s capital plan and debt policy, the City’s property tax rate
paid by City property owners cannot exceed the 2006 property tax rate for general obligation
bonds of $0.1201 per $100 of assessed value. This policy restrains increasing property taxes on
City property owners, by only issuing new bond debt as existing bond debt is retired and the
overall property tax base grows. Based on the anticipated retirement of bond debt and the
need for additional housing bond funds, the remaining $233,000,000 ($310,000,000 total
authorization less $77,000,000 initial issuance) 2015 Affordable Housing Bonds are anticipated
to be issued in 2017 and 2018. ‘

Debt Limit

Section 9.106 of the City’s Charter limits the total amount of outstanding general obligation
bonds to 3.0% of the assessed value of property in the City at any given time. Based on the
~ Controller’s August 1, 2016 total assessed valuation of property in the City of $211.5'billion, and
current outstanding general obligation bond debt of $2.01 billion reflects approximately a
0.95% debt ratio. If the proposed up to $77,000,000 general obligation bonds are sold, the debt
ratio would increase by 0.04% to a total of 0.99%, which is within the 3.0% total debt limit.

POLICY CONSIDERATION

Capital Planning Committee

On August 29, 2016, the Capital Planning Committee considered the proposed affordable
housing general obligation bond legislation. According to Mr. Brian Strong, Director of the
Capital Planning Program, although affordable housing programs are not technically part of the
City’'s Capital Program, the Capital Planning Committee recommended approval of the
proposed two resolutions and ordinance.

Affordable Housing Bonds are Different

This $310,000,000 affordable housing general obligation bond is somewhat different than
typical City general obligation bonds. Under typical City general obligation bonds, the City hires
private contractors to undertake improvements on specific City-owned properties, such that
the improvements are also owned by the City. However, under these affordable housing
general obligation bonds, the City will not directly engage contractors nor generally own the
properties or improvements.

Rather, the City will primarily provide the general obligation bond proceeds as loans? to
developers who will hire contractors and own the improvements through limited liability
corporations, which enables leveraging of additional revenues for the projects through federal
tax credits. In addition, the City will provide a portion of the bond proceeds as down payment
assistance directly to individuals that meet specified criteria. Mr. McCloskey advises that
MOHCD will treat the $310,000,000 additional affordable housing bond proceeds, including the
up to $77,000,000 to be sold in October 2016, as an additional funding source for the City’s
overall affordable housing programs, which total over $3OO million in FY 2016-17.

2 Each affordable housing program has various loan repayment terms and conditions.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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RECOMMENDATION

Approve the proposed resolutions and ordinance.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Specific Housing Bond Uses, By Fiscal Year

19-20

T4

16-17 17-18 1819 20-21 Total Affordable Units
Public Housing: $80MM
Potrero Parcel X Predev 2,251,586 2,251,586
Potrero Parcel X Vertical Gap 14,148,414 14,148,414 70
Potrero Infrastructure Predev 1,200,000 1,200,000
Potrero Block B Predev 2,300,000 2,300,000 94
Potrero Infrastructure Development 18,800,000 18,800,000
Potrero Acceleration -
Sunnydale Master Planning 2,800,000 2,800,000 60
Sunnydale 6A & 6B Predey 5,000,000 5,000,000
Sunnydale Parcel Q Predev 2,000,000 2,000,000
Sunnydale Parcel Q Vertical 10,900,000 . 10,900,000 166
Sunnydale 6A & 6B Infrastructure Development ) 16,000,000 16,000,000
Sunnydale 3A Predev - 2,020,000 2,020,000
Share of cost of issuance & incidentals 2,580,000
Subtotal 40,600,000 36,820,000 - - - 80,000,000 390
Low-Income Housing: $100VIM 16-17 17-18 18-19 19-20 20-21 Total
Project #1 - Predev 3,000,000 3,000,000
Project #2 - Predev 3,000,000 3,000,000
Project #3 - Predev 3,000,000 ) 3,000,000
Small Sites Program 15,000,000 9,235,000 24,235,000 81
Project #1 - Acquisition & Vertical Development ) 21,180,000 21,180,000 97
Project #2 - Acquisition & Vertical Development 21,180,000 21,180,000 |. 97
Project #3 - Acquisition & Vertical Development 21,180,000 21,180,000 97
Share of cost of issuance & incidentals ) ) 3,225,000
Subtotal 24,000,000 9,235,000 63,540,000 - - 100,000,000 371
Mission Neighborhood Housing: SSOMM 16-17 17-18 18-19 19-20 20-21
Predevelopment Costs 6,000,000 6,000,000
Acquisition & Vertical Development 20,000,000 22,385,000 42,385,000 110
Share of cost of issuance & incidentals - 1,615,000
Subtotal 6,000,000 20,000,000 22,385,000 - - 50,000,000 110
Middle-Income Housing: $80MM 16-17 17-18 18-19 19-20 20-21 Total
DALP Loan Expansion 2,900,000 2,900,000 2,900,000. 2,900,000 2,900,000 14,500,000 49
Teacher Next Door 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 5,000,000 250
Middle-Income Teacher Housing 2,000,000 5,000,000 7,000,000 30
Middle-Income Buy-in Program 24,000,000 24,000,000 96
Middie-Income MOHCD Production 7,000,000 19,920,000 26,920,000 70
Share of cost of issuance & incidentals . . 2,580,000
) Subtotal 3,900,000 36,900,000 28,820,000 3,900,000 3,900,000 80,000,000 495
GRAND TOTAL 74,500,000 102,955,000 114,745,000 3,900,000 3,900,000 310,000,000 1,256
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OFFICE OF THE MAYOR EDWIN M. LEE
SAN FRANCISCO
TO: Angela Calvillo, Clerk of the Board of Supervisors
FROM: Mayor Edwin M. Lee N&-
RE: Appropriation - Proceeds from $77,000,000 of General Obligation Housing
Bond - FY2016-2017
DATE: July 26, 2016

Attached for introduction to the Board of Supervisors is an ordinance appropriating

$77,000,000 of proceeds from the General Obligation Housing Bond, Series 2016F to
the Mayor’'s Office of Housing and Community Development for Public Housing, Low-
Income Housing, Investment in Mission Neighborhood, and Middle Income Housing-

DALP and TND in FY2016-2017 and place these funds on Controller's Reserve pending
sale of the bonds.

| respectfully request that this item be calendared in Budget & Finance Committee on
September 7, 2016.

Should you have any questions, please contact Nicole Elliott (415) 554-7940.

1 DR, CARLTON B. GOODLETT PLACE, ROOM 200
SAN FRANCISCO, CALIFORNIA 94102-4681
TELEPHONE: (415) 554-6141



