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City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

- BOARD of SUPERVISORS |

MEMORANDUM
| RULES COMMITTEE
SAN FRANCISCO BOARD OF SUPERVISORS

CT0: Supervisor Hillary Ronen, Chair
‘ Rules Committee '

FROM: VictorYoUng,Assié_tant Clerk %1 3
DATE: July 22, 2019

SUBJECT: COMMITTEE REPORT, BOARD MEETING
Tuesday, July 23, 2019 ‘

The following file should be presented as a COMMITTEE REPORT at the Board
Meeting on Tuesday, July 23, 2019. This item was acted upon at the Rules Committee
Meeting on Monday, July 22, 2019, at 10:00 a.m., by the votes indicated.

Item No. 64 File No. 190679
Administrative Code - Administration of Loans and Grants for Affordable Housing

Ordinance amending the Administrative Code to establish uniform procedures for the
administration of City loans and grants for the acquisition, development, construction,
rehabilitation, and preservation of affordable housing; authorize the Director of the ,
Mayor's Office of Housing and Community Development (MOHCD) to execute certain
loan or grant agreements for affordable housing; and authorize the Director of MOHCD
and the Director of Property to acquire certain real property without an appraisal and
accept a deed for the purpose of preserving affordable housing.

| RECOMMENDED AS A COMMITTEE REPORT

Vote:  Supervisor Hillary Ronen - Aye
Supervisor Shamann Walton - Aye -
Supervisor Gordon Mar - Aye

c: Board of Supervisors
Angela Calvillo, Clerk of the Board
Alisa Somera, Legislative Deputy Director
Jon Givner, Deputy City Attorney
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BOARD OF SUPERVISORS

FILE NO. 190679 , ORDINANCE .

[Admimstraﬁve Code - Administration of Loans and Grants for Affordable Housing]

Ordinance amending the Administrative Code to establish uniform procedures for the
administration of City loans and grants for the acquisition, development, construction,

rehabilitation, and preservation of affordable housing; authorize the Director of the

Mayor’s Office of Housing and Community Development (MOHCD) to execute certain

loan or grant agreements for affordable housing; and authorize the Director of MOHCD

and the Director of Property to acquire certain real property without an appraisal and

- accepta deed for the purpose of preserving affordable housing.

P e Py

RIMTT. P P e dmnrd
NOTE:  Unchanged Code text and uuuuulflcu text are in plain Arial font.

Additions to Codes are in szngLe una’erlzne zz‘achs Times New Roman font.
Deletions to Codes are in
Board amendment additions are in double-underlined Arial font.
Board amendment deletions are in strikethrough-Aral-font.
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

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

Section 1. Findihgs and Purpose.

(a) The real estate analyst Rent Jungle reports that the average monthly rent for a two-|

‘bedroom apartment in San Francisco jumped from $2,611 in 2011 to $4,550 in 2019, an

increase of almost 75% in eight years. For a family of four with an annual income equaling
San Francisco’s 2018 area median income (“AMI”) of $118,400, a monthly rent payment of
$4,550 consumes 46% o'fthe family’s monthly income.

(b) While low income San Francisco households earning less than 50% of AMI have
faced significant rent burdens for decades, the City’s high cost of housing now burdens even

moderate income households with an anrual income of up to 200% of AMI.

Mayor Breed )
Page 1

1275




O © oo N g AW N

[\)'.[\) s - — — s —_ s - — -

(c) High houéing costs across the Bay Area have caused displacement, the loss of
cultural and ethnic divérsity in some communities, transportation pressures, and overall social
and economic hardship. |

(d) Policy makers throughéut the state have made the creation and preservation of
aﬁordable houéing a top priority. The City and County of San Frangisco, through the Mayor's
Office of Housing and Cohmunity Development (“MOHCD”), is a leader in the field, offering a
variety of loan and grant programs to individualé, community-based organizations, and
housing developers to create and maintain aﬁordable housing and provide essential
community and supportive services. The funding for these loans and grants comes from a
variety of sources, all of which are restricted to affordable housfng and are subject to various
housing program restrictions, including strict federal and state regulatory requirements.
MOHCD ourrentl‘y provides loans or grants in the following categories:

(1) Grants to community-based organizations to fund social services,
cbmmunity building, or capital improvements at community facilities;

(2) Loans for down payment assistance to income-eligible, first-time
homebuyers, and loans to income-eligible homeowners to assist with home repairs;

(3) Loans and grants to build new multi-family apartment buildings or

rehabilitate existing affordable multi-family housing, including predevelopment activities:

(4) Loans to acquire and rehabilitate existing multi-family apartment buildings
and preserve as affordable housing;

(5) Loans and grants to revitalize the four HOPE SF communities (i.e., Hunters
View, Alice Griffith, Potrero, Sunnydale) by updating énd replacing existing infrastructure and
public housing units, building new affdrdable units, and providing supportive comfnunity

resources;

Mayor Breed .
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(6) Grénts to help subsidize the cost of operating permanent supportive housing
for formerly homeless persons and families; and _ |
| (7) Loans and grants to preserve existing aﬁordable'housing and fund rélated
community servige needs,iincluding emefgency loans for life safety repairs.
(f) In 1990, the San Francisco Citywide ‘Affordable Housing Loan Committee (“Loén
Committee”) was established by the Mayor as an advisory body to make recommendations
and coordinate the funding for affordable housing development, as well as insure that the

City's housing needs and services are prioritized jointly, underwriting standards are uniform,

‘and applications for funding are reviewed in a streamlined manner. The Loan Committee is

currently composed. of the directors of MOHCD, the Office of Community Investment and
Infrastructure, and the Depértment of Homeless and Supportive Houéing, or their defega‘ceé.
Asa passivé body created by and advisory to the Mayor, the Committee holds‘ meetings open
to the public. A
(@) MOHCD applieé prbfessibnal best practices so that residents and affordable
housing developments are pro‘tecfed and to ensure that MOHCD’s limifed résouroes are used
responsibly and efficiently to maximize benefits for the greatest number of San Franciscans.
MOHCD has administered the City’s affordable housing programs and expended funds in an
o.pen,‘ transparent way and in cloée collaboration with housing parﬁners, City officials, and the
public, as follows: | |
(1) Engaging in a public and Cofnpetitive process for all multi—family/aﬁordable
housing projects funded through MOHCD, including properties located on City-owned land;
| (2) Adhering to detailed and publicly available underwriting guidelineé and
competitive solicitations; .
- (3) Obtaining approvél by fhe Board of Supervisors for the 'majority of MOHCD’s

multi-family affordable housing transactions, including tax-exempt bond issuances, long-term

Mayor Breed
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ground leases, accept and expend authorizations, and specific contract or program

authorizations; _

(4) Obtaining approval by the Board of Supervisors of MOHCD’s annual budget
ahd funding priorities;

(5) Complying with extensive federal, state, and local fegulatory and contractual

requirements for eaAch housing project and funding source, including the requirements of the

V{ United States Department of Housing and Urban Development, the California Debt Limit

Allocation and Tax Credit Allocation Committees, the City’s General Obligation Bond
Oversight and Housing Loan Committees, as well as the City’s Planning Code, Administrative
Cede, and Environmental Code; | |

(6) Imposing affordability restrictions for the longest possible period (55 years or

" longer) as a condition of funding; and

(7) Obtaining review and recommendation by members of the Loan Committee
of all MOHCD loans and grants for multi~fémily affordable housing development or
rehabilitation. |

(g) Under Charter Section 9.118(5), all contracts entered into by a City department
having'a term in excess of 10 ye'aré or anticipated expenditures of $10 million or more are
subject fo approval of the Board of Supervisors. Nearly all of MOHCD's loans and many of
MOHCDfs grants for aﬁ’ordable housing have terms in excess of 10 years, in part to preserve
the affordability restrictions for the longest possiBle perfod of time.

(h) As the principal funding source for MOHCD's programs has shifted in recent years
from federal and state grants and loans to local sources such asv development impact fees
and bond initiatives, and as the need for MOHCD to-disburse affordable housing dollars in a

timely and efficient manner has gained a new urgency, MOHCD needs to update its approval

procedures. The purpose of this ordinance is to clarify and u.pdate the administration of the

Mayor Breed )
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City’s affordable housing programs and approval of MOHCD's foan and gfant agreements.
The Board of Supervisors desires to delegate certain authority to MOHCD. consistent with the

Charter to enter into agreements for loans and grants for affordable housing as provided in

this ordinance.

Section 2. The Administraﬁve Code is hereby amended by adding Chapter 120,
consisting of Seotiohs 120.1, 120.2, 120.3, 120.4, 120.5, and 120.6, to read as follows:

CHAPTER 120: Administration of. Affordable Housing Funds

SEC 120.1. DEFEINITIONS.

For purposes of this Chapter 120, the folloﬂ)ing terms shall have the following meanings:

“Aequisition Programs” means MOHCD programs for the acquisition, rehabilitation. and/or

preservation of multi-family residential buildings, including but not limited fo the Preservation and

Seismic Safety Program under Administrative Code Chapter 66, MOHCD ’s Small Sites Program, and

any successor acauisition, rehabilitation, and preservation programs. Acquisition Programs does not

include the acquisition of vacant land, -

“Affordable Housing” means (1) a single-family residential home subject to a recorded

restriction to ensure affordability based on income, or (2) dmultz"—familv residential Building, z_'ncluding

any ancillary commercial space, where 100% of the City-subsidized residential units (not including a

manager s ynit) are or will be subject to a recorded rg@laz‘or'y restriction to ensure affordability based

on income or provide permanent housing for homeléss or formerly homeless persons.

“Board” means the Board of Supervisors,

“Borrower” means a recipient of a Loagn.

“City” means the City and County of San Francisco.

Mayor Breed .
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“Declaration of Restrictions” means an agreement to be executed by the Borrower or Grantee

- and recorded against Property as a condition fo the receipt of a Loan or Grant, that restricts the use of

z‘}}e Property as Affordable Housing.

“Director”’ means the Director of MOHCD., or the Director’s designee.

“Fund” or "Funds” means the Housing Trust Fund under Charter Section 16.110, any fund

administered by MOHCD ynder Article XIIT of Administrative Code Chdm‘.er 10, or any other fund thar

is administered by MOHCD for Grants or Loans under this Chapter 120.

“Gramt” or “Grants” means a grant of Funds made under a Program with a term of 10 years

or-longer.

“Grantee” means.a recipient of a Grant.

_ “Homeownership Programs” means programs administered by MOHCD that provide income

eligible San Francisco residents with Grants or Loans to purchase or rehabilitate single-family homes.

“HOPE SF Program” means the program to revitalize the Hunters View, Alice Griffith,

Sunnydale, and Potrero HOPE SF communities by replacing public housing units and building new

- affordable units, including related infrastructure and community facilities.

. “Loan” or “Loans” means a loan of Funds made under a Program, including the modification,

refinancing, or restructuring of a loan, with a term of 10 vears or longer.

“Loagn Committee” means the Citywide Aﬂ‘okdable Housing Loan Committee establz’sﬁed by and

advisory to the Mayor to make recommendations related to affordable housing development, as well as

insuring that underwriting standards are uniform, review of funding applications are streamlined, and

funding allocations are coordinated. The members of the Loan Cqmmirz‘ee include.z‘he directors or

their desimzee& from MOHCD, the Office of Community Investment and Infrastructure, the Department

of Homelessness and Supportive Housing, and the Controller’s Office, and any successor to such

agencies, and also includes the director of the San Francisco Housing Authority for Loans d;ader the

HOPE SF Program or other members appointed by the Mayor.

Mayor Breed : o
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“LOSP ’ * means the City's Local Operating Subsidy Program that provides operating subsidies

to residential buildings providing supportive housing for homeless individuals and families.

“"MOHCD” means the Mayor’s Office of Housing and Community Develbpmenzf, oF Qny

SUCCESSOF agency.

“Multi-family Programs” means MOHCD programs for the acquisition, development.

construction, rehabilifation, and/or preservation of multi-family residential buildings and related

infrastructure and ancillary commercial space, as Affordable Housing, including but not limited to the

HOPE SF Program.

“Program” means an existing or future Affordable Housing program established or funded by

the City and administered by MOHCD, including Acquisition Programs, Homeownershin Programs,

and Mulz‘i;familv Programs.

“Program Regulations” means policies, procedures, rules, guidelines, manuals or regulations

published by the Director and designed to implement a Program.

”Prppertv” means any real property used for Affordable Housing or to secure a Loan or Grant.

SEC. 120.2. PROGRAM MANAGEMENT AND REGULATIONS.

(a) The Director shall be responsible for the operation and management of all Programs that

designate MOHCD as the administrative agency. The Director shall make Grants and Loans ‘

consistent with all Program requirements. The Controller, in consultation with the Director, shall

disburse Funds consistent with the terms of approved Grants and Loans. The Director and the

Controller may appoint agents and consuliants to assist with Program administration,

(b) The Director shall publish from time to time Program Regulations as necessary and

appropriate to implement each Program, consistent with applicable law and this Chapter 120. The

Director shall publish all Program Regulations on MOHCD 's website and in such additional places as

the Director deems appropriate, and provide copies or electronic links on request. The Program

- Regulations shall address matters such as Program and Fund administration, public and competitive

Mayor Breed
Page 7
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processes to apply for Loans and Grants, compliance with applicable laws and regulations,

affordability restrictions for the longest possible term, elicible uses of Funds,_underwriting criteria,

role of the Loan Commiltee in reviewing Loans and Granits, transdction processing, documentation,

compliance monitoring, and enforcement. With the exception of Homeownership Programs, MOHCD

shall submit any Program Reculations and any material amendmeits thereto to the Loan Commitiee

for review and recominendations.

SEC. 120.3. LOAN TERMS.

(a) Loan Term and Repayment.. The Director shall prepare Loan documents consistent with

Program Regulations. So long as the applicable Property continues to be used for Affordable Housing,

the Loan documents may allow payment from net cash flow, defer some or all payments during the

term, and allow for debt forgiveness at the end of the term, all as determined by the Director.

(b) Security for Loans and Grants. The Director mav require Loans or Granis made under

this Chapter 120 to be secured by a deed of trust and other secur_z'z‘y instruments for the benefit of the

City consistent with Program Regulations. The Director may record and subordinate deeds of trust

and other security instruments gs needed or appropriate to achieve and preserve Affordable Housing.

(c) Declaration of Restrictions. Any Loan or Grant for the acquisition, development,

construction, rehabilitation, or preservation of Affordable Housing shall be subject to a Declaration of

Restrictions with the Zon,qesz‘ possible term as determined by the Director, including, but not limited to

terms of 55 vears or longer or for the life of the applicable building. MOHCD shall not subordinate a

Declaration of Restrictions to any third party financing instrument, except to the extent required by

federal or state funding sources or financing for the new construction of Affordable Housing.

(d) Combining Loans or Grants. Subject to the applicable requirements of a Fund. Program,

or Proeram Regulations. MOHCD may issue one or more Loans or Granis, in gny combination, that

the Director deems appropriate fo create or preserve Affordable Housing. A Borrower or Grantee

shall comply with the requirements of each applicable Program and funding source, which shall be

Mayor Breed
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included in the Grant or Loan documents.

(e) Purchase Option. To ensure long-term affordability, MOHCD may require Borrowers and-

Grantees 1o execute and record against the Property an agreement that provides the City an option to

purchase the Property at g restricted value.

(1) _Compliance with Transaction Documents and Applicable Laws. Each Loan gnd Grant

aereement shall require Borrowers and Grantees to comply with applicable laws and regulations,

including federal, state, and City regulations and Program Requirements. In addition, MOHCD shall

work with the Controller, the City Attorney, and non-City funding sources to monitor compliance with

all Loan and Grant agreements, Program Regulations, and applicable laws.

SEC. 120.4. ADMINISTRATION OF LOANS AND GRANTS.

(a) Agreements. MOHCD shall prepare standard form Loan and Grant agreements, which

will be subject to negotiation as deemed appropriate by the Director. The Board authorizes and

delegates to the Director the authority to enter into and amend Loan or Grant agreements consistent

with this Chapter 120, including agreements that extend bevond 10 years as well as ancillary

documents and agreements, to create, improve, or preserve Affordable Housing. The Director has the

authority to enter into such a,og'eements for the following, so long as they meet the requirements of this

Chapter 120:

(1) Loans or Grants that do not exceed $10,000.000 under Homeownership Programs,

Multifamily Programs and Acquisition Programs;

(2) Grants under LOSP subject to anrnual appropriation by the Board of Supervisors:

and

(3) Loans exceeding $10, OOOLOOOV for Affordable Housing that faces a life safety

emergency where low-income residents gre at imminent risk of losing their housing, subject to (4) the

Controller ’s determination that adequate funds are available and appropriated for the proposed

disbursement, (B) the Director’s determination that the owner of such Affordable Housing has fully

Mayor Breed
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utilized all other sources of funding or financing available fo the owner, and (C) the Mayor and the

Board receiving at least 10 days’ advance notice of the Loan.

For dall other Loans or Grants that exceed 310,000,000, ihcludz’ng any modifications to a Loan

or Grant that would increase the z‘btal amount to exceed $10,.000,000, MOHCD shall obtain prior

Board approval by resolution to the extent required under Charter Section 9.11 8(b).

(b) Loan Committee Recommendation. MOHCD shall consult with applicable City agencies.

and/or departments regarding new Loans and Gram‘s, which may be accomplished through

recommendations made by the Loan Committee. Prior to execution of any agreement, MOHCD shall

have the Loan Committee review new Loans and Grants, including materigl modifications to existing

Loans and Granis as determined by the Director, under LOSP, Multifamily Programs, and Acquisition

Programs for the purpose of streamlining the review of funding applications and coordinating

affordable housing development and services with other City agencies and/or departments. The

members of the Loan Committee may, in each member’s discretion, choose to not recommend any

proposed Loan or Grant, or make recommendations to reduce the amount of or to condition any

proposed Loan or Grant.

(c) Funding Disbursement. MOHCD shall be responsible for approving the a’isbursement of

Loan and/or Grant proceeds and monitoring performance of Borrowers and Grantees under this

Chapter 120 and enforcing the applicable agreements. MOHCD shall establish commercially

reasonable protocols-to oversee the use and expenditure of Loan and Grant proceeds.

(d) Loan Servicing. MOHCD shall collect revenues due and owing under Loans and Grants,

‘maintain records of all such revenues segregated by Program, and maintain annual statements of such

accounts. Loan repaymenits shall be deposited into the applicable Fund in accordance with Program

Regulations, and the Director shall work with the Coniroller to apply revenues foward repayment of

bonds as and when required.

Mayor Breed .
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(e) Fees for Services. MOHCD may charge reasonable fees, including Loan origination and

monitoring fees, and such other necessary fees of consultants and agents retained to administer any

Program. MOHCD shall include a statement of the fees in the Program Regulations for each Program.

() Refinance and Loan Workouts. To preserve and maintain any Affordable Housing, the

Director is authorized to refinance, restructure, modify, or extend the term of any Loan or Grant and

any related agreements, provided that a new Declaration of Restrictions is recorded against the

- Property.

(o) Monitorinig and Enforcemeﬁt. MOHCD shall monitor compliance with Loan and Grant

aereements, Declarations of Restrictions, and any other related documents. MOHCD may take such

actions as are reasonably necessary fo enforce such agreements and documents and collect on any

security, including the foreclosure of any deed of trust, possession of vents and other revenues, or the

demand and collection under any guaranty or other security instrument. MOHCD may also take action

to protect its security or its interest in a Property, including curing a default under a senjor loan or -

dcquiring property at a tax sale, foreclosure, through a deed in lieu of foreclosure, or through a

fudicial process. The Board quthorizes and delegates to the Direcfor, following consultation with the

" Director of Property and the City Attorney, the right to accept a deed or other Security or interest in

property as part of any remedy or as may be needed to preserve Affordable Housing.

SEC. 120.5. REPORTS TO THE BOARD.

The Director shall submit an annual report to the Board within 180 davs following the end of

each fiscal year, with a summary of all Loans and Grants made under this Chapter 120 for the prior

fiscal vear. The Director's report shall include the primary purpose of the Loan, principal amount,

‘term, and interest rates, and other information, if any, re ourding this Chapter that the Director chooses

to include in the report. The Director’s report may be combined with any other reporting obligations.

Mayor Breed
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SEC.'120.6. CHAPTER CONTROLLING.

Lo the extent that the Drovzlgion& of this Chapter 120are inconsistent with the provisions of any

ordinance related to the administration of Funds, the provisions of this Chapter shall conirol,

Section 3. Chapter 23 of the Adminis’trative Code is hereby amended by revising

~ Sections 23.2, 23.3, and 23.4, to read as follows:

'SEC.23.2. CHAPTER DEFINITIONS.
Chapter Definitions. As used in this Chapter 23, the following initially capitalized
terms shall have the meanings ascribed to-them in this Section 23.2:
"Acquire" shall mean to acquire, accept, purchase, or exchange an easement or
fee title in Real Property, "Acquisition" shall hévea correlative meaning.

“Affordable Housing” shall have the meaning set forth in Administrative Codg Section

"Appraisal” shall mean a written opinion éf value, as deﬁnéd by the most recent
version éf USPAP, that is prepared for or.received by the City, is prepared by a Qualified
App?aisef, and conforms with USPAP appraisal guidelines. ' o

x Kk ok X

SEC. 23.3. CONVEYANGE AND ACQUISITION OF REAL PROPERTY.

* ok Kk % | |

If thé Director of Property determinés the fair market value of Real Property that the '
City intends-to Aoquiré or Convey exoeed‘s $10,000 and the propos'ed Acquisition s not a |
dona{ion, the Director of Property shall obtain an Appraisal for the Real Prbperty. If the
Appraisal determines the fair market value of the Real Propertyvexceeds $200,000, the.
Director of Property shall obtain an Appraisal Review for such Appraisal. Any Appraisal and

Mayor Breed )
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befbre the date legisla’gion for the proposed Acquisition or Conveyance is submitted to the

. any Real Property without an Appraisal (1) through the exercise of rights and remedies under a deed of

. 18 to be sold through public auction, a judicial process, tax sale, or trustee sale.

‘each authorized to accept and consent to deeds or other instruments granting Real Property

Appraisal Review shall have an effective date of value that is not earlier than nine months

Board of Supervisors. Notwithstanding anything to the contrary in this Section 23.3, to preserve

Affordable Housing, the Director of MOHCD and the Director of Property are authorized o Acquire

trust. deed in lieu of foreclosure, loan agreement, resulatory agreement, or other instrument securing

the City’s interest in the Real Property, of (2) throush nesotiated contract or bid of Real Property that .

E I

SEC. 23.4. ACCEPTANGE OF DEEDS BY DIREGTOR OF PROPERTY AND
ASSISTANT.

The Director of Property and the Assistant Director of Property of the City are hereby

to the City that are (1) Acquired 1o preserve Affordable Housing, as set forth in Section 23.3, or (2)

approved by the Board of Supervisors, and to sign the required certificate of acceptance

Section 4.. Effective Date. This ordinance shall become effective 30 days after
enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisors overrides the Mayor's veto. of the ordinance.

Mayor Breed
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Section 5. Scope of Ordinance. In enacting this ordinance, the Board of Supervisors
intends to amend only those words,.phrases, paragraphs, subsections, sections, articles,
numbers, punctuation marks, charts, diagrams, or any other constituent parts of the Municipal
Code that are explicitly shown in this ordinance as additions, deletions, Board amendment
addmons and Board amendment deletions in accordance with the “Note” that appears tnder

the ofﬁCIal title of the ordinance.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attomey

By: /

KEITH NAG YAMA il Sl
Deputy City @itomey

n:Megana\as2019\1900351\01365599.docx

Mayor Breed ' ]
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FILE NO. 190679

LEGISLATIVE DIGEST
[Adrﬁinistrativ‘e Code - Administration of Loans and Grants for Aﬁordable Housing]

Ordinance amending the Administrative Code to establish uniform procedures for the
administration of City loans and grants for the acquisition, development, construction,
rehabilitation, and preservation of affordable housing; authorize the Director of the
Mayor’s Office of Housing and Community Development (MOHCD) to execute certain
loan or grant agreements for affordable housing; and authorize the Director of MIOHCD
and the Director of Property to acquire certain real property without an appraisal and
accept a deed for the purpose of preserving affordable housing.

Existing Law’

. City and County of ‘%an Francisco (the * Cltv "), acting through the Mayor's Office of Housmg
and Community Development (‘MOHCD?”), provides funding for affordable housing from -
several different sources under the Charter, Administrative Code, bond ordinances, and
grants from federal, state, or regional agencies. There is currently no uniform legal
requirements regarding the administration of loans and grants for affordable housing. Under
Section 9.118(b) of the San Francisco Charter, all contracts entered into by a City department
having a term in excess of 10 years or anticipated expenditures of $10 million or more are
subject to approval of the Board of Supervisors. Under Administrative Code Chapter 23, any .

acquisition of property by the City requires an appraisal and authorization by the Board of
Supervisors for the Director of Property to accept a deed.

Amendments to Current-Law

This ordinance would establish unifort procedures for MOHCD’s administration of affordable
housing funds for loans and grants. Loan and grants must be used for the acquisition,
development, construction, rehabilitation, and/or preservation of affordable housing, or as |

- otherwise required by the source of funding. As a condition of any loan or grant, MOHCD will
require a borrower or’'grantee, respectively, {o restrict the property as affordable housing for
‘the longest possible period of time, but generally at least 55 years. In addition, MOHCD may
protect the City’s interest by securing loans or grants through a deed of trust, purchase ,
options, right of first refusal, or other instrument. MOHCD may establish program regulations -
to implement any affordable housing program under MOHCD'’s administration. MOHCD wili
monitor and enforce any affordable housing restrictions related to a loan or grant of City
funds. This ordinance would also delegate authority to the Director of MOHCD to execute
loan or grant agreements that do not exceed $10 million. Any loan or grant agreement that
exceeds $10 million, including modifications to loan or grants that would increase the amount

to exceed $10 mxlllon would require approval by the Board of Supervisors to the extent
required by the City’s Charter.

BOARD OF SUPERVISORS Page 1
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In addition, this ordinance would amend Administrative Code Chapter 23 to allow MOHCD
and the Director of Property to acquire real propetty that is affordable housing at risk under a
foreclosure sale. This ordinance would authorize the Director of MOHCD and Director of
Property to acquire affordable housing under a deed of trust, deed in lieu of foreclosure, or
other instrument without an appraisal or further approval by the Board of Supervisors.

Backgrouhd

The City, acting through MOHCD, provides funding for the purpose of acquiring, developing,
constructing, rehabilitating, and/or preserving affordable housing in the City. In addition,
“MOHCD monitors and enforces affordable housing restrictions under the City’s housing
programs, including, but not limited to, inclusionary housing, condominium conversions, and
density bonuses. MOHCD administers City funding through loans or grants to nonprofit
organizations for the affordable housing development, or through loans to eligible households
to create affordable homeownership opportunities. MOHCD has developed program
regulations and/or guidelines for receiving a loan or grant, and MOHCD collaborates with
- other City departments related the dehvery of housing services to the City’'s residents.
- MOHCD loans and grants are usually secured by a deed of trust and declaration of
restrictions protecting the City’s interests in the affordable housing.

n:\legana\as2019\1900351\01365884.docx .
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LONDON N. BREED
MAYOR

OFFICE OF THE MAYOR -
SAN FRANCISCO

TO: Angela Calvillo, Clerk of the Board of Supervisors - :

- FROM: Sophia Kittler - : %g -
RE: - Administrative Code - Admlmstratlon of Loans and Grants for Affordable

Housing : 1T

DATE: Tuesday, .June 11, 2019

Ordinance amending the Administrative Code to establish uniform procedures for’
the administration of City loans and grants for the acquisition, development,
construction, rehabilitation, and preservation of affordable housing; authorize the
Director of the Mayor’s Office of Housing and Community Development
(“MOHCD”) to execute certain loan or grant agreements for affordable housmg,
and authorize the Director of MOHCD and the Director of Property. to acquire

certain real property without an appraisal and accept a deed for the purpose of
preservmg affordable housing:

Should you havevany questions, please contact Sophia Kittler at 415-554-6153,

1 DR. CARLTON B. GOODLETT PLACE, ROOM 260.
SaN FRANCISCO, CALIFORNIA 94102-4681
" TELEPHONE: (415) 554-6141
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City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
i Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDU M

- TO: Kate Hartley, Director, Mayors Ofﬁee of Housing and Community
I Development (MOHCD) :
Andrico Penick, Director, Real Estate Division

FROM: °  Victor Young, Assistant Clerk #
: Rules Committee 7

' DATE:" June 19, 2019 -

SUBJECT: LEGISLATIQN INTRODUCED

The Board of Supervisors’ Rules Committee received the following proposed legislation
-on June 11, 2019: . :

Flle No. 190679

Ordmance amending the Administrative Code to establish uniform
procedures for the administration of City loans and grants for the

+ "acquisition, development construction, rehabrhtatlon and preservation of
affordable housing; authorize the Director of the Mayor’s ‘Office of Housing .
and Community Development (MOHCD) to execute certain loan or grant
agreements for affordable housing; and authorize the Director of MOHCD
and the Director of Property to acquire certain real property without an '

, appralsal and accepta deed for the purpose of preserving affordable’

housing.

If you have comments or reports to be included Wlth the file, please forward them to me
at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San .
Franolseo CA 84102 or by email at: victor. young@sfgov org.

o Eugene Flannery, MOHCD .
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MOHCD must obtain these project-related approvals from the Board of Supervisors:

City Charter Section 9.118 ' _ A
* Loans and grants over $10 million or with terms of 10 years or more

Administrative Code Chapter 23 and 23A
»  Acquisitions and leases of real property
° Jurisdictional transfers of surplus sites from City departments

Planning Code Section 413 and.415 | .
o Land dedications to comply with Jobs Housing Linkage or Inclusionary Requirements.

State Requirements
o State programs like the Affordable Housing/Sustainable Communities (AHSC) and No Place Like
Home (NPLH) require local governing bodies to approve appllcatlons for and expenditures of
grant funding - : .-
°  California Debt Limit AIIOLatlon Committee (CDLAC) requires that local governmg boches approve
tax- exempt bond fmancmg applicati ‘
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MOHCD is seeking'delégated authority to the Director to 'a'pprove the foHOwing:

Loans and gran’cs under $S10 rm!hon but over 10 years (includes Down Paymen‘t‘

~Assistance Loans)

Local Operating Subsidy Program (LOSP) cbntracts-
Emergency loans over $10 million for life safety revp'aii‘s

What stays the same. urnder thls Ileglslatlon.

@

New construction prOJec‘cs ‘will still need BOS approval for land acqui smons or
transfers ground leases, and tax- exempt bond issuances :

. Any (non emergency) MOHCD loan over S10 million and recelpt of sta’ce funding will

still. requwe BOS approval

LOSP program funding from the General Fund will still be subjec’c to annual- budget
appropriations

MOHCD loans for aﬁ“ordab e Ihousmg projects will still require long-term affordability
restrictions and compliance with all appltcable program regulatxons and laws
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City’s anti-displacément programs must be able to act quickly to 'pr,ese.rve‘at—risk properties
° BOS approval process adds 4-5 weeks on top of the typical 100 days required to-close
~on City financing - | |

'70°Belcher (Duboce Triangle Neighborhood)

" Sponsor: San Francisco Community Land Trust

I preserved as permanently affordable housing in July 2017

» 5 residential.units serving very low- to moderate-income
households, including seniors and disabled tenants who
faced an Ellis Act-eviction. o |

e $2.12M SSP financing funded acquiisition and substantial

rehabilitation including: seismic retrofits, electrical

upgrades, new roof, siding,'windb\‘/\/s, kitchens and -

bathrooms. - | S

Purchase con’tract‘providéd lessthan 115 days to close

(Currently market provides only 90-105 days)
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- Issue:
1) MOHCD has an obhgation to protect the privacy of its. md:wdual c! ents - DALP loan

“documentation includes personal financial data
2) DALP borrowers would not be able to compete m the market if DALP loans requi red

R

BOS approval

Example: |
o DALP borrowers including educators and first responders, are competmg with buyers
that are able to close in 30 days or less with conventional lendmg or all- cash offers,

whereas DALP closings requi re 60 days.
° SeHers need confidence ‘cha‘c transactlons can close | m a reasonable amount.of ’cxme

° Addl’clonal 4-5 Weeks for BOS approva! would preclude DALP borrowers from bemg
able to purchase 2 home in today s market ' :
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Issue: ,
° LOSP contract are grant agreemen‘cs that fund the operat ng costs of supportlve
| housmg : . , . '

s MOHCD/HSH currently funds approximately 1 100 supportive housmg units wrth
another 1, 300 units in.pipeline’

e - BOS approval for new and renewal contracts adds 4-5 weeks to the process

°* BOS already approves annual a‘pproprlatlons from the General Fund to LOSP

® Projects tha‘t receive LOSP funding still go to BOS for other. prOJect related approvals
like ground lease and bond financing

1298



ﬂssue Emergency loans are rare, but MOHCD mus’c act immedi a’cely lf ife/safety .
issues are present.

Example: Dlscovery of damaged or madequate structural system that puts a
building at imminent coHapse fisk in the case of an earthquake '

Constraints: Delegated authority would require:

> The Controller’s determination that edequete funds are available and
appropriated for the proposed disbursement ‘

e The MOHCD Director’s determination that owners have utihzed all other
possible fundmg sources :

e The Mayor and the Board received at least 10 days’ advance notice of the

loan
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