CITY OF DALY CITY

Regular Meeting - CITY COUNCIL
AGENDA

Monday, February 26, 2018 - 7:00 PM
City Hall Council Chambers — 2™ Floor
333 — 90" Street, Daly City, CA 94015
Live Telecast: Comcast Channel 27, Astound 26, AT&T U-Verse 99

Webcast: www.dalycity.org/meetings

For those wishing to address the City Council on any Item on the Agenda or under Public Appearances/Oral

Communications, please complete a Speaker Card located at the entrance to the Council Chambers and submit to a Staff
Member as early in the meeting as possible.

Persons with disabilities who require auxiliary aids or services in attending or participating in this meeting should call the
office of the City Clerk at 991-8078 as soon as possible.

CALL TO ORDER:
PLEDGE TO THE FLAG:
ROLL CALL:

PRESENTATIONS:

Proclaiming March 2018 Women's History Month in Daly City (Daly City Planning
Commissioner Pamela DiGiovanni)

Update on Active Shooter and Critical Incident Training Provided by DCPD in
Conjunction with Local School Districts (Police Chief Patrick Hensley)

APPROVAL OF MINUTES:

Regular Meeting of February 12, 2018
APPROVAL OF AGENDA:

CONSENT AGENDA

All items listed on the Consent Agenda are considered to be routine and may be approved

AVAILABILITY OF PUBLIC RECORDS:

All public record to an open session item on this agenda, which are not exempt from disclosure pursuant to the
California Public Records Act, that are distributed to a majority of the legislative body will be available for public
inspection at the City Clerk’s Office, City Hall located at 333 90™ Street, Daly City, CA during normal business
hours, at the same time that the public records are distributed or made available to the legislative body.
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by one roll call vote of the City Council. There shall be no separate discussion of the
matters on the Consent Agenda unless requested by a member of the City Council. If
discussion is required, that item will be removed from the Consent Agenda and will be
considered separately at the end of the Agenda.

Resolutions:

1.

Accepting and Appropriating an $11,500 Grant from the Daly City Public Library
Associates

2. Requesting Use of Federal Asset Forfeiture Funds (DEA) for a Child Abduction
Intervention and Resources Course

3. Setting Time and Place for a Hearing on General Plan Amendment GPA-4-17-12720,
Planned Development PD-4-17-12721, Subdivision SUB-4-17-12723, Use Permit UPR-
4-17-12722, Design Review DR-4-17-12724, and Mitigated Negative Declaration
CEQA-4-17-12725, Allowing the 75 townhouses and 34,707 square feet of commercial
space on two triangular sites at 3301 Junipero Serra Boulevard (previously Serra Bowl)

4. Requesting Use of State Asset Forfeiture Funds to Purchase Breaching Tools for the
Police Department

5. Authorizing the City Manager to Execute a Professional Services Agreement with Eisen |
Letunic for the Daly City Bicycle and Pedestrian Master Plan Update

END OF CONSENT AGENDA

COMMUNICATIONS:

6. Review and Approve Below Market Rate Ownership Units Implementing Guidelines
Staff:
ZoBell
Recommended Action:
Adopt Resolution
Roll Call

7. Adjustments to CDBG Budgets to Reflect Current Activities, Salary Levels and Federal

Allocations

Staff:

ZoBell

Recommended Action:
Adopt Resolution

Roll Call
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PUBLIC APPEARANCES/ORAL COMMUNICATIONS:

NOTE:Speakers are limited to two minutes, unless modified by the Mayor. The Council
cannot take action on any matter raised under this item

APPOINTMENTS: Board/Commission Membership Committee Appointments
REPORTS:

8. Council Committee

9. City Council

10. Staff

ADJOURNMENT:



CITY OF DALY CITY
MINUTES — REGULAR MEETING - CITY COUNCIL
FEBRUARY 12,2018

The meeting was called to order by Mayor Manalo at 7:18 P.M.
ROLL CALL: Councilmembers Present:
Juslyn C. Manalo, Mayor
Raymond A. Buenaventura, Vice Mayor
Judith A. Christensen
Michael P. Guingona
Glenn R. Sylvester
Staff Present:
Patricia E. Martel, City Manager

Rose L. Zimmerman, City Attorney
K. Annette Hipona, City Clerk

APPROVAL OF MINUTES:

Regular Meeting of January 22, 2018

It was moved by Vice Mayor Buenaventura, seconded by Councilmember Sylvester and
carried to approve the minutes of January 22, 2018

APPROVAL OF AGENDA:

It was moved by Councilmember Christensen, seconded by Councilmember Guingona,
and carried to approve the agenda.

CONSENT AGENDA:
It was moved by Councilmember Guingona, seconded by Vice Mayor Buenaventura, and

carried to approve the consent agenda, as amended, with item #1 being pulled from the consent
agenda for further discussion. Councilmember Christensen abstained from the vote.

Resolutions:
Adopting Composite Summary Memorandum of Understanding and Salary Schedule

between the City of Daly City and Economic and Community Development Professional
Staff Association (ECDPSA)

Resolution 18-17, Adopting Composite Summary Memorandum of Understanding With
the Economic and Community Development Professional Staff Association (October 1, 2017
through September 30, 2019)
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Adopting Salary and Health and Welfare Benefits for Executive Management Employees,
City Clerk and City Treasurer

Resolution 18-18, Adopting Salary Schedule/ Benefits for Executive Management
Employees, City Treasurer and City Clerk Effective October 2017 (Includes Department Heads,
Assistant Department Heads, City Manager, City Attorney)

Authorizing the City Manager to Execute a Professional Services Agreement with
Gates+Associates for a Parks and Open Space Master Plan

Resolution 18-19, Authorizing Professional Services Agreement with Gates + Associates

Appropriating Additional Funds for the Callan Boulevard/Serramonte Boulevard Traffic
Signal Installation Project

Resolution 18-20, Approving Appropriation of Additional Funds for the Callan
Boulevard/Serramonte Boulevard Traffic Signal Painting Project

Amending Traffic Regulations to: (1) Install a 26-ft. No Parking (red) zone on the
southwest corner of Mission Street and West Moltke Street (TSR 18/34); (2) Install 18.5-ft.
red zone on the northeast corner of Mission Street and Como Avenue (TSR 18/35); (3)
Install No Parking (red) zone on the south end of Oakridge Drive (TSR 18/48); and (4)
Relocate SamTrans Bus Layover Zone on Pope Street (TSR 17/29)

Resolution 18-21, Establishing Traffic Regulations

Authorizing Abandonment of Existing Water Line Easement, Vacation of Existing Public
Utility Easement, and Acceptance of Offer of Public Utility Easement from Daly City
Serramonte Center, LL.C

Resolution 18-22, Vacating Water Line Easement (California Streets and Highways Code
Section 8330, et seq.)

Resolution 18-23, Vacating Public Utility Easement (California Streets and Highways
Code Section 8330, et seq.)

Resolution 18-24, Accepting Offer of Dedication for Public Utility Easement

Appropriating Additional Funds for the 2017 Traffic Signal Painting Project

Resolution 18-25, Approving Appropriation of Additional Funds for the 2017 Traffic
Signal Painting Project

Appropriating Local Matching Funds and Award a Professional Services Agreement for
the Design of the 2019 Daly City Street Resurfacing and Slurry Seal Project

Resolution 18-26, Authorizing Execution of Professional Services Agreement with
Pavement Engineering, Inc.
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Setting Time and Place for Public Hearing to Consider Amendment to HUD Action Plan
for Fiscal Year 2017-18 (Set Hearing 03/26/18)

Resolution 18-27, Setting Time and Place of Public Hearing to Consider Amendment to
Daly City’s One-Year Action Plan for Fiscal Year 2017-2018 Under the Community
Development Block Grant and Home Programs

Accepting and Appropriating a $100 Donation for the Arts and Culture Commission

Resolution 18-28, Accepting and Appropriating a Public Donation from Jean Marie Tar

Authorizing Return of Federal Asset Forfeiture Funds

Chief of Police Patrick Hensley addressed Councilmember Sylvester’s questions and
provided more information regarding Section B of the statute, and the amount of funds being
returned to the U.S. Department of Treasury per Health and Safety Code 11471.2.

It was moved by Councilmember Sylvester, seconded by Vice Mayor Buenaventura and
carried by unanimous roll call vote to adopt the following resolution:

Resolution 18-16, Approving Return of Federal Asset Forfeiture Funds to the United
States Department of Treasury

Check Registers:

Check Registers for the Month of January 2018
END OF CONSENT AGENDA
PUBLIC APPEARANCES/ORAL COMMUNICATIONS:

Marguerite Machen and Manufou Liaiga-Anoa’i, Commission on the Status of Women,
asked for the Council’s support in recruiting attendees for the organization’s first leadership
conference, and invited the public to its regular meetings in Redwood City. Ms. Liaiga-Anoa’i
noted that Jefferson Elementary School District was third on the list of safest school districts in
the Bay Area.

The following speakers expressed concern regarding the current wave of displaced
tenants in Daly City due to no-cause evictions and high rent increases. Individuals urged the
Council to protect the residents most vulnerable of being displaced or evicted, particularly the
youth. Suggestions for the Council included: assisting renters in negotiating with their landlords;
adopting tenants’ rights; looking at rent stabilization and rent controls; and, supporting the
creation of affordable housing. The tenant advocates asked the Council to consider their
positions on this moral issue. To help their cause, speakers shared the following statistics: the
high number of people who have left the Bay Area due to unaffordable housing; the high
percentage of Daly City residents who are tenants; the adverse effects of displacement on public
health and mental health; and, the importance of protecting diversity within a community.
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Carolyn Jaramillo, Faith in Action Gloria Stofan, Faith in Action
Ellen Hage, Faith in Action Eduardo Gonzalez, resident
Suzanne Moore, Pacifica resident Pamela DiGiovanni, resident
Jose Alvarez, resident/tenant Grecia Rojas, Faith in Action

Mayor Manalo provided her information and offered to meet with anyone who wanted to
speak to her personally on this issue.

REPORTS:

Council Committee Meetings

Affordable Housing Committee (Manalo/Sylvester)
City/County Association of Governments (C/CAG) (Buenaventura)
CDBG Grant Funds (Sylvester/Buenaventura)

Mayor Manalo noted that there is currently a vacancy for an elected member and two
vacant seats for public members on C/CAG’s Bicycle and Pedestrian Advisory Committee. The
deadlines for applicants are February 23" for elected membership and February 21* for public
membership. Councilmember Sylvester encouraged residents to go on the City’s website to find
out which committees are served by each Councilmember.

City Council

Mayor Manalo reported the Arts and Culture Commission and Recreation Commission
held a joint meeting to look at the feasibility of holding a multi-cultural street fair in Daly City.
Mayor Manalo also reported on and attended the following events: Daly City’s Community
Center’s Westlake Celebration (Jan. 24™); League of California Cities” commemoration of and
importance of Dr. Martin Luther King (Jan. 25th); Chamber of Commerce’s State of the Cities
Address (available online); San Mateo County’s Business Meeting Dinner regarding priorities
for transit (Jan 26th); Southern Hills community meeting (Jan 29th); San Mateo County meeting
with Congresswoman Jackie Spier to discuss shared priorities (Feb. 3™); the Black History
Month celebration at Gellert Park (Feb. Sth); Housing Solution Summit with Bay Area leaders at
Facebook headquarters; and, the crab feed to support seniors in the community. Mayor Manalo
recognized Jefferson High School’s performance dance group Mission Fusion for their
presentation as well as their global reach. She also announced the selection of consultant firm
Murray and Associates to recruit a new City Manager, and the upcoming Immigration Workshop
at City Hall on March 17™ (1:30-2:30 PM) with Dr. Santamaria.

Councilmember Christensen shared the City Council Legislative Agenda for 2018 which
includes establishing a task force for housing, a transient occupancy tax increase on the
November ballot, and passing a two-year budget through 2020. She requested Council to come
up with more ideas on other matters to be added to the legislative agenda.

Mayor Manalo requested Ms. Martel to coordinate and schedule a Council retreat to
discuss the legislative agenda. Ms. Martel updated Council on what staff is currently working on
including putting together a task force for housing, the hotel tax increase, policies regarding
cannabis policies, and the City budget. With respect to a Council retreat, she suggested waiting
until the Council identifies a new City Manager.
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Councilmember Sylvester expressed concerns about the increase of accessory dwelling
units (ADUs) while trying to solve the affordable housing crisis in the City, and stressed the
importance of community input in this matter. Some issues Councilmember Sylvester wanted to
revisit included the cannabis issue, increasing the minimum wage in Daly City, the creation of a
Youth Advisory Committee, and a stipend and retreat for commissioners. He reported attendance
at both the crab feed event to recognize seniors as well as the Housing Crisis conference.
Councilmember Sylvester made the following announcements: the City’s rejoining of the
Housing Endowment and Regional Trust (HEART) program; his election as a Board of Director
for HEART; and, the two upcoming HEART workshops on February 22™ and March 22",

ADJOURNMENT:

Mayor Manalo requested a moment of silence and adjourned the meeting at 8:15 PM in
memory of Richard Huertas.

Approved as submitted, this 26"

City Clerk
day of February , 2018.

Mayor
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Meeting Date: February 26, 2018

Subject: Accepting and Appropriating an $11,500 Grant from the Daly City Public Library
Associates

Recommended Action

It is recommended the City Council accept an $11,500 grant from the Daly City Public Library
Associates and appropriate this amount for library materials and an exterior book return.

Background/Discussion

The Daly City Public Library Associates provided a grant to the Library to purchase additional
children’s materials and an exterior book return for the Westlake Library. This contribution is
attributed to a grant from the Town of Colma, the Serramonte Center, and generous donations from
Daly City Public Library Associates members.

Fiscal Impact

The $11,500 grant revenue from the Daly City Public Library Associates was not anticipated in the
current Fiscal Year budget. These grant funds were received and will be expended in Fiscal Year
2017-18.

Summary/Conclusion

Staff is available to provide any additional information desired by the Mayor or City Council.

Respectfully submitted,

(222 (R e

Chela Anderson Joseph Curran
Library Services Manager Director
Department of Library and Recreation Services

~
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Meeting Date: February 26, 2018

Subject: Requesting Use of Federal Asset Forfeiture Funds (DEA) for a Child Abduction
Intervention and Resources Course

Recommended Action

Staff recommends Council approve the use of Federal Asset Forfeiture Funds (DEA) to fund a
Child Abduction Intervention and Resources course for Daly City Police Department personnel.

Background

The police department has a goal of increasing investigative competencies related to child
abductions cases. The requested course, which is sponsored by the California Child Abduction Task
Force, offers investigative tips, resource management and networking opportunities in the area of
child abduction investigations and case management.

Discussion

The requested funds will be used to pay training fees, per diem expenses, and travel costs for nine
(9) supervisors and detectives. This course is a pre-requisite course for a one (1) day child
abduction simulation course to be held in April, 2018.

Fiscal Impact
Funding is available through the use of Federal Asset Forfeiture Funds (DEA).

The one time all-inclusive cost for the training is projected to be no more than $6,000.00.

Summary/Conclusion

Staff is available to provide any additional information desired by the Mayor or Councilmembers.

Respectfully submitted,

V- e /ﬁ@zfzzfvoﬁu@}/

Cameron Christensen Patrick Hensley
Lieutenant #104 Chief of Police




City Council Meeting Agenda Report ltem#

Meeting Date: February 26,2018

Subject: Setting Time and Place for a Hearing on General Plan Amendment GPA-4-17-
12720, Planned Development PD-4-17-12721, Subdivision SUB-4-17-12723, Use
Permit UPR-4-17-12722, Design Review DR-4-17-12724, and Mitigated Negative
Declaration CEQA-4-17-12725, Allowing the 75 townhouses and 34,707 square
feet of commercial space on two triangular sites at 3301 Junipero Serra
Boulevard (previously Serra Bowl)

Recommended Action

Set time and place for a public hearing on March 26, 2018, to consider the proposed General Plan
Amendment GPA-4-17-12720, Planned Development PD-4-17-12721, Subdivision SUB-4-17-
12723, Use Permit UPR-4-17-12722, Design Review DR-4-17-12724, and Mitigated Negative
Declaration CEQA-4-17-12725.

Background

The applicant, City Ventures, has submitted an application to amend the General Plan and BART
Station Area Specific Plan, and rezone to Planned Development zoning two non-contiguous sites
comprising 3.94 acres bounded generally by Junipero Serra Boulevard, Hill Street, B Street, and D
Street. The proposed project would allow the construction of 75 townhouses, 31,039 square feet of
retail/office space northeast of the Junipero Serra/D Street intersection, and 3,672 square feet of
shopkeeper commercial space provided at the first floor of eight residential units that front D Street.

Staff is available to provide any additional information desired by the Mayor or Council members.

Respectfully submitted,

el Opoh— 2844200

Michael Van Lonkhuysen Tatum Mothershead
Planning Manager Director of Economic and Community
Development

~
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Meeting Date: February 26, 2018

Subject: Requesting Use of State Asset Forfeiture Funds to Purchase Breaching Tools for the
Police Department

Recommended Action

Staff recommends Council approve the use of State Asset Forfeiture Funds to purchase breaching
tools for the Daly City Police Department.

Background

Daly City Police Officers may be tasked with the need to quickly and efficiently breach doors
during daily patrol, rescue missions or tactical operations. Proper equipment ensures success and
safety during breaching scenarios.

Discussion

Currently our Department has manual (metal ram) and frangible breaching capabilities, both
relatively sufficient for standard breaching needs. The one circumstance that presents a challenge
to the Department is the need to breach fortified doors, or solid core doors encased in a cement or
steel frame. These door configurations are common at schools and commercial buildings.
Standard breaching tools would prove to be inefficient for these circumstances and could negatively
impact the outcome of the operation or rescue mission. Staff has identified a solution in the Hurst
Strong Arm hydraulic spreader/cutter. Hurst is the same company that produces the “Jaws of Life,”
and the Strong Arm is their solution for door breaching. The Department has tested the handheld
device and found that it meets the needs for door breaching and cutting needs for chains and
security screens. Staff suggests the purchase of the Strong Arm as a new breaching option. Staff
also suggests the purchase of an additional manual “Mighty Might” door ram to replace a recently
broken ram. The Mighty Might is a compact metal manual ram already in use by the Department.

Fiscal Impact

Funding is available through the use of State Asset Forfeiture Funds.

The one time purchase cost for the Hurst Strong Arm is $7,125.00 and the Mighty Might is
$618.00, for a total amount of $7,743.00.

Summary/Conclusion

Staff is available to provide any additional information desired by the Mayor or Councilmembers.

Respectfully submitted,

Cameron Christensen Department Head Name
Lieutenant Chief of Police

~
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Meeting Date: February 26, 2018

Subject: Authorize the City Manager to Execute a Professional Services Agreement with
Eisen | Letunic for the Daly City Bicycle and Pedestrian Master Plan Update.

Recommended Action

Staff recommends that the City Council adopt a resolution authorizing the City Manager to execute a
consulting services agreement with Eisen | Letunic of Berkeley, CA, in an amount not to exceed
$232,370 for the preparation of Daly City’s Bicycle and Pedestrian Master Plan update.

Background

Daly City’s current Bicycle and Pedestrian Master Plan was prepared by City Staff. The current
Plan included input from the City’s Bicycle/Pedestrian Advisory Committee (B/PAC), the Planning
Commission, the City Council, and members of the community. The current Plan was adopted by
City Council on February 23, 2013. The stated primary purpose of the 2013 Plan was to:

1. Better define the future bicycle network identified in the Daly City General Plan; and

2. To identify additions and improvements necessary to provide a safe and efficient
network for bikeways and pedestrian facilities.

Many of the pedestrian and bicycle connectivity and safety improvements identified in the 2013
plan have either been constructed, or are in the City’s Capital Improvement Project pipeline.
Additional reasons for updating the Bicycle and Pedestrian Master Plan were to increase the focus
on pedestrian mobility and because a more robust and detailed Master Plan would make the city
more competitive for grant opportunities.

In October 2015, the City Council authorized staff to submit an application to Caltrans for funding to
update the City’s Bicycle and Pedestrian Master Plan. Staff submitted a grant application, requesting
$239,031 in grant funds, under the Sustainable Transportation Planning Grant Program - Sustainable
Communities grant.

In April 2017, Caltrans, Division of Transportation Planning awarded the City of Daly City the full
requested grant fund amount.

In June 2017, the City Council accepted and appropriated $239,031 in Sustainable Communities
grant funds for the Bicycle and Pedestrian Master Plan project and authorized the City Manager to
execute the funding agreement and other documentation necessary for grant fund reimbursement.
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Discussion

On December 22, 2017, the City of Daly City issued a Request for Proposals ("RFP") for the Daly
City Bicycle and Pedestrian Master Plan Update (BPMP). The RFP listed the following thirteen items
as the project objectives:

L.

2.

10.

11.

12.

13.

Identify the bicycle and pedestrian improvements necessary to expand the existing network.

Address the “Six Es” (evaluation, engineering, education, encouragement, enforcement, and
equity) to ensure future development is in line with these goals.

Improve access to major transit stations in and near Daly City.
Improve connectivity of Daly City bicycle and trail networks to regional networks in San
Mateo County (e.g., regional trail access to San Bruno Mountain State Park), and the City of

San Francisco.

Help create a walkable and bikeable community that will provide increased connections to
public transportation.

Provide extensive public outreach, particularly in disadvantaged communities.
Identify major obstacles to bicycle and pedestrians.
Identify improvements for locations with high rates of bicycle and pedestrian collisions.

Provide guidance to enhance safety on routes currently heavily used by pedestrians and
bicyclists.

Develop an implementation plan for system improvements and establish performance
measures for gauging the success and effectiveness of implemented improvements.

Work with organizations and stakeholders with an interest in improving and expanding the
City’s existing bicycle and pedestrian networks.

Provide guidance and recommendations to the City regarding inclusion of bicycle
transportation plan elements and Caltrans’ Active Transportation Plan components.

Prioritize proposed projects into short-term and long-term timeframes.

On January 19, 2018, staff received proposals from three (3) teams: Eisen | Letunic + Parisi, Alta
Planning + TJKM, and Toole Design Group + Fehr and Peers. A committee consisting of Staff from
the Engineering and Planning Divisions evaluated all proposals and conducted interviews with each
of the three teams.
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The committee selected the Eisen | Letunic + Parisi team based on their innovative ideas, extensive
community engagement experience, and their recent experience preparing the City of San Bruno’s
Walk ‘n Bike Plan.

Fiscal Impact

Funding for the Project is included in the FY2017 Capital Improvement Program (CIP) and sufficient
funds have been allocated to cover the full project cost of $270,000. The full project cost includes a
minimum local matching funds requirement of $30,969 for Staff time.

Summary/Conclusion

Staff recommends that the City Council authorize the City Manager to execute an agreement for
professional services with Eisen | Letunic, of Berkeley, CA, in an amount not to exceed $232,370 for
the Bicycle and Pedestrian Master Plan.

Staff is available to provide additional information desired by the Mayor or Council Members.
Respectfully submitted,

(6 2>~ Qoo &

Jimmy Fu John L. Fuller
Civil Engineering Associate Director of Public Works
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Meeting Date: February 26, 2018
Subject: Below Market Rate Ownership Unit Implementing Guidelines

Recommended Action

Approve Below Market Rate (BMR) Ownership Unit Implementing Guidelines developed pursuant
to the City’s Affordable Housing Ordinance.

Background

Since 2007, the City has imposed inclusionary housing requirements on new residential
developments to facilitate the development of housing for residents of all income levels. In

April of 2014, a new Affordable Housing Ordinance and Housing Impact Fee were approved. The
Ordinance requires that developers of market rate housing must provide a percentage of affordable
units or pay an affordable housing impact fee. Since then, a total of 23 units of housing affordable
to moderate income households have been developed and sold to eligible first time homebuyers.

In order to provide clear direction to developers and seekers of affordable housing, staff has
prepared a draft set of guidelines and policies that implement provisions of the Affordable Housing
Ordinance. The guidelines reflect best practices utilized in other cities, the expertise of Hello
Housing and recent staff experience in working with market rate developers and sale of BMR units.

The BMR Ownership Units Implementing Guidelines are intended to provide information and
guidance to market rate housing developers on the specific affordable housing requirements they
must follow. The goal of the Guidelines is to provide a framework through which BMR units are
sold to eligible households in a manner that is fair and transparent and preserves affordability for 45
years. In addition, the Guidelines offer information to prospective below market rate home buyers
on the responsibilities, restrictions and process of becoming and maintaining ownership of a BMR
home in Daly City.

The BMR Program Manual includes the following sections:

e Developer Requirements
e BMR purchaser requirements and restrictions
o Definition of Income
Credit Capacity
Unit and Household Size
First Loan Requirement
Primary Residency
First Time Homebuyer Status
o Live/Work Preference
e Process For Buying, Selling and Refinancing a BMR
e BMR Unit Pricing Calculations
o Initial Sales Price
o Resale Pricing

O O O O O

~
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¢ Financing Requirements
e Title Requirements
e Restrictions on BMRs
e Documentation and Enforcement of Sales Restrictions

Discussion

Staff met with the Affordable Housing Committee on July 30, 2017, January 3, 2018 and February
12, 2018 to review and discuss the draft Below Market Rate Ownership Unit Program Guidelines.
The Committee requested certain changes to the draft including:

e C(larification of household definition

e Specification that outreach for available BMR units will include posting
on City website and social media

e Explanation of timing of income eligibility verification relative to release
of application and purchase contract execution

e Description of applicable Annual Income Limits to be used to determine
buyer eligibility

e Statement that ECD Director has the final authority to review and make
determinations regarding disqualification appeals.

The Committee also discussed possible revisions to the maximum incomes allowed for BMR
purchases. As the income limits for BMR purchases are defined in the Affordable Housing
Ordinance, the Committee agreed that changes in income limits should be discussed in the context
of an update to the Affordable Housin. (Market and economic feasibility studies pertaining to a
possible Affordable Housing Ordinance are currently underway).

Conclusion

Staff recommends approval of the BMR Ownership Unit Implementing Guidelines as amended by
the Affordable Housing Committee. Staff is available to provide any additional information desired
by the Mayor or Councilmembers.

Respectfully submitted,

Betsy ZoBell Tatum Mothershead
Housing and Community Development Supervisor Director, Economic & Community Development

Attachments: Below Market Rate Ownership Unit Implementing Guidelines
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A. PROVISION OF BMRS - Developer Requirements

Developers of ownership housing who provide BMR units in compliance with the City’s
Affordable Housing Ordinance (Chapter 17.47 of Title 17 of the Daly City Municipal
Code) and who seek zoning entitlements from the City will be required to submit an
Affordable Housing Plan. The Plan will specify the number of BMR units, income
targeting and amount of Affordable Housing Impact Fees (if any) to be paid to the City.
The Developer may build the BMR units as required in the Ordinance or propose an
alternative such as the payment of housing impact fees. Any proposed alternatives to
building the required units must be approved by the City Manager. An approved
Affordable Housing Plan, approved by the City Manager, is a condition of development
entitlements.

All Developers of ownership housing will be required to enter into an Affordable
Housing Agreement which provides in more detail the implementation of a project’s
approved Affordable Housing Plan. These details include the specific location of BMR
units, pricing and sales procedures The Affordable Housing Agreement also stipulates
that the Developer will cover the cost of a BMR administrator selected by the City to
facilitate the sale of BMR units in the project. A signed and recorded Affordable Housing
Agreement, and the payment of any fees identified in the Agreement, is a condition of
building permit issuance. In addition, the City may adopt a fee, also payable by the
developer, to cover the City’s costs for oversight and enforcement of the BMR
administration contract.

B. QUALIFIED BUYER

Low to Moderate Income Restrictions

The terms and pricing for BMRs will be specifically structured to assist moderate income
households, unless specified otherwise in the Affordable Housing Agreement. The
maximum income allowed to qualify for most Daly City BMRs is 120% of San Mateo
County’s median income as established by the State of California Housing and
Community Development (HCD). State HCD derives median income from the US
Department of Housing and Urban Development (HUD).

Household Requirement
Members of a household must be living together as a household for at least six months
from the time of pre-application deadline in order to be considered a household.




Unit and Household Size

As a standard guideline, the bedroom size a household will be able to purchase is
predicated on the size of the household. The matrix below should act as a guide to
demonstrate the relationship between household sizes and maximum bedroom
allowances. The minimum household size for a BMR unit is equal to the number of
bedrooms in the BMR unit.

Unit bedroom Count 1 2 3 4
Minimum Household size 1 2 3 4

Household members on the application must include dependents claimed on the
buyer’s tax return and/or co-buyers that will be on title. Dependents and co-buyers
must reside in the home.

Household members must be living together as a household for a period of six months
prior to application for the BMR units and will be required to provide evidence such as
tax returns, driver’s license, or other documentation requested by the City.

Loan Preapproval Requirements

The City will only approve buyers who secure loans from an institutional lender or a
public agency that have a thirty (30) year, fixed rate, amortizing term with a reasonable
interest rate, based on current market conditions. The loan can not include any of the
following terms: negative amortization, balloon payments, adjustable interest rate and
interest only or other provision which the City determines will create future hardships
for the owner to meet their current or future monthly housing costs obligations.

Asset Limits

The BMR purchaser may have no more than 50% of the purchase price in total liquid
assets, excluding pensions, recognized retirement accounts and federally approved pre-
tax savings accounts.

First Time Homebuyer Status

The BMR purchaser must be a first time homebuyer. A first time homebuyer is defined
as an individual who has not owned or jointly owned a home or a principle place of
residence in the last three years, up to the date of the current BMR unit purchase.
Exceptions to the definition include:

° An individual who owned a home with a former spouse during their
marriage, or is legally separated;
° An individual who has owned a principal residence that was not permanently

affixed to a permanent foundation, according to applicable regulations.
Homebuyer Education




In order to complete the purchase of a City BMR, the buyer must receive homebuyer
education from a HUD certified homebuyer education provider. Some local agencies
include: Operation Hope, Consumer Credit Counseling Agency, and Unity Council.
Homebuyer education must be completed as a condition of closing escrow.

Live Work Requirements/ Preference

Eligible buyers do not have to live and/or work in the City. However, given a situation
where demand exceeds supply of BMR units, home buyers who live and/or work in the
City at time of application may be provided a priority to purchase the unit.
Documentation of meeting the live/work preference will be verified using primary
source documents requested by the City.

Residency
Buyers must have legal residency status in the United States of America at the time of

application.

C. PROCESS/ADMINISTRATION/INITIAL SALE

Outreach/Marketing

A marketing plan is prepared by the City and/or BMR administrator that identifies dates
for workshops, orientations, and pre-application deadlines. The marketing plan
describes how the availability of units will be marketed and includes pricing and flyers to
be used for outreach. Posting of the flyers shall include, and not be limited to, posting
on the City’s social media pages and the City website, at the Community Service Center,
and City libraries.

Pre Application Form

Pre-applications must be submitted as directed by the BMR administrator prior to a
published deadline. Pre-Application will establish household size, income and current
residence.

Lottery
In the event that the number of pre-applications received exceeds the number of

available BMR units, a drawing will be held to establish the order in which applicants will
be considered for purchase of a BMR unit.

Full Application

The administrator will invite applicants in lottery ranking order to submit full
applications and supporting documents, including a loan pre-approval letter, in order to
confirm their eligibility for the program. The number of applicants invited to submit full
applications will depend on the number of BMR units available.




Conditional Program approval/eligibility from the City and/or City’s BMR administrator
The BMR Administrator will send files with recommendation to conditionally approve or
disqualify applicants based on a review of completed applications and supporting
documents. The City will review the recommendation and make the final determination
regarding program eligibility. The administrator will notify applicants of their conditional
eligibility for the program. Applicants must maintain their income eligibility until they
execute a purchase contract and enter into escrow. Income verification is good for up
to six months. If applicant has not executed a purchase contract and entered into
escrow within six months of the conditional eligibility determination, income eligibility
must be determined and verified again.

Appeal
The City may issue a program disqualification letter to Applicants at any time prior to

the close of escrow of a BMR home purchase. Applicants may appeal a program
disqualification letter by providing a written explanation of the reasons for their appeal,
and any supporting evidence the applicant wishes to provide. The appeal letter must be
received by the City or its designee by mail or electronic mail within five business days
of issuance of the disqualification letter. City staff is not authorized to assist applicants
in drafting appeal letters, nor in determining appropriate grounds for appeal or
appropriate forms of supporting evidence, beyond advising them of the contents of
these Guidelines, application forms, and other published Program materials. Applicants
may refer to these Guidelines and application forms, and/or seek their own
advisors/counsel for guidance in determining what types of documentation would be
reasonable. The City shall review the appeal letter and the ECD Director shall issue the
final determination within thirty calendar days or less of receipt; this determination is
final.. ABMR home will be held or reserved for Applicant while an appeal is being
considered if it is the last unit type that the applicant is applying for in the particular unit
offering. If a program disqualification letter is issued while Applicant is in escrow to
purchase a BMR home and Applicant appeals the determination, City shall not issue any
escrow instructions until a final determination has been made regarding the appeal,
other than to inform the escrow officer that he/she may not close until further written
notice from the City. Upon the City’s determination of the appeal, Program staff shall
proceed to either approve closing (if appeal was granted) or inform escrow that
Applicant has been denied approval to purchase and buyer may not close on that home.
City shall not be responsible for any actions of seller, lender, or other parties regarding
the escrow during the appeal period which may jeopardize buyer’s ability to purchase
the BMR home.

Selection/Assignment of Unit

Applicants will be given the opportunity to purchase the next available unit of the
bedroom count for which the applicant qualifies. If an applicant qualifies for a larger or
smaller bedroom count than what is currently available, they may request to defer
entering into a contract until a unit of the desired bedroom count is available. They will




be given highest priority for a unit of the desired bedroom count when it becomes
available. Other than for bedroom count reasons, applicants may not defer entering
into a sales contract when a unit is offered. For example, preference for location, floor
plan or unit orientation are not allowable reasons for deferment of sales contract
execution when an applicant’s lottery number or wait list position results in an invitation
to proceed with purchase of a BMR unit. Should an applicant defer for any reason other
than bedroom count, the application will be pulled and the applicant removed from
consideration for any of the homes in that BMR offering.

Execute purchase contract to buy the home

Applicants who are deemed eligible for the program based on a review of their full
application and supporting documents, will be invited to execute a purchase contract to
buy a home.

Escrow/Obtain 1° loan approval

Once the applicant signs contract for a home, escrow will be opened. The BMR
Administrator will work with the first lender to obtain copies of the loan application,
loan transmittal summary and estimated closing statement. The lender documents will
be reviewed to confirm the loan product and terms meet program guidelines and that
there are no income discrepancies from the applicant’s application.  Discrepancies
between the application and lender documents may result in disqualification from the
program.

Sign documents

Prior to closing, the BMR administrator will set-up an in-person meeting with the
household to present “layman” disclosures, which will highlight important aspect of the
BMR Deed Restrictions and copies of the BMR Deed Restrictions that all adults will be
signing at title, so that they can be reviewed well in advance of signing. Any questions
about the program will be addressed in these meeting. The BMR administrator will draft
the BMR documents, route for City signature and then coordinate escrow closing.

D. RESALE

The sale of a BMR may occur through both voluntary and involuntary actions.

Involuntary Sale — would most likely result from the owner going into default under the
BMR Deed Restrictions. Under this scenario the City will provide the owner a specified
date to cure the default. If the default is not cured, the City can exercise its option to
purchase the property and hold the homebuyer responsible for any expenses incurred
for the sale and to cure any deficiency created through either the financial situation or
physical condition of the property. The City will notify a home owner with a Notice To



Exercise if it intends to exercise its option to purchase the property under the resale
agreement.

Voluntary Sale — results when the home owner decides to sell their home. Under this
scenario the owner will provide the City a Notice of Intent To Transfer. Upon reviewing
and approving the owners Notice of Intent to Transfer, the City, within thirty (30) days
will issue and deliver to the owner/seller a Notice of Consent To Transfer. At this
juncture, the City will have made a determination if it wants to execute is purchase
option or allow the owner to sell the property to an eligible buyer and will provide the
maximum allowable BMR sales price.

The owner seller of a BMR may execute the sales process in one of two ways:

1) Have the City’s administrator, assist with the sale

2) The City decides to execute its option to purchase home — not a requirement
by the City and will most likely be executed if the owner is in default with
their home.

The first two options will most likely require the seller/owner to pay a real estate sales
commission which may vary from 3% to 6% of the sales price. Under both scenarios, the
City and/or its BMR administrator will be interacting with the buyer to make certain that
all the procedures, disclosures, and Program affiliated documents have been diligently
presented, understood, and executed.

Specific steps taken to sell a home are provided in detail in the Buyer’s resale restriction

agreement that is required to be reviewed and signed prior to purchasing the home.
The agreement should be reviewed again, prior to initiating the sales process.

E. ESTABLISHMENT OF INITIAL SALE AND RESALE PRICING

Initial Purchase

By applying a standardized formula, City staff determines a maximum price at which the
developer can sell the BMR units. The primary factors that establish the purchase price
of a BMR home include:

° Income levels and household size- Generally, BMR units targeted to
households at 120% AMI will be priced at a level affordable to households
with incomes that do not exceed 110% of the area median income (AMI).
The AMI is established annually for each County by the US Department of
Housing and Urban Development (HUD). It then establishes home purchase
prices based on a maximum percentage (30%) of income that may be applied
towards homeownership costs. The table below shows 2016 moderate



income limits and will be updated annually as income limits are published by
the State HCD.

Household Size 1 2 3 4 5

120% AMI Income

Limit

$90,500 $103,400 $116,350 $129,250 $139,600

The bedroom size — the greater the bedroom count the larger the household
size the unit can accommodate. A larger sized household is assigned a higher
level of income for qualifying purposes; therefore, increasing the overall
price of the unit. The following household sizes will be presumed for the
purpose of calculating maximum BMR home prices:

Bedroom Count 0 1 2 3 4

Presumed Household Size
for Pricing Purposes 1 2 3 4 5

Homeownership costs will also affect the overall cost of the unit. Prices are
established to make certain long term affordability is maintained. Costs
applied towards establishing the BMR purchase price include: the mortgage
(The mortgage interest rate used in the calculation shall be the higher of 1)
the ten-year rolling average of interest rates, as calculated by the Agency (or
its successor) based on data provided by Fannie Mae, Freddie Mac, or an
equivalent, nationally recognized mortgage lending institution, or 2) the
current, commercially reasonable rate available through an Agency-approved
lender), home owners association (in the case of a condo), property taxes,
insurance, and an allowance for maintenance and utility costs.

Resale Pricing
When purchasing a BMR in Daly City, the buyer enters into a contract to maintain

permanent affordability on the unit for fifty five (55) years. The City maintains
affordability through the term of the BMR agreement by establishing a maximum resale
price. The maximum resale price shall be the greater of:

1. The total sum of the initial purchase price plus the depreciated value of any

capital improvements approved in writing by the City prior to their installation;

$149,950

or

2. The total sum of an affordable purchase price that is affordable to a household
earning no more than 110% of current Area Median Income (for households
targeted at 120%AMI) plus the depreciated value of any capital improvements

The affordable

approved in writing by the City prior to their installation.



purchase price shall be calculated as in the Initial Purchase price using current
median incomes adjusted for Household size, and current homeownership
costs.

The amount that an owner/seller derives in proceeds from the sale of their home could
be adjusted by the following factors:

° Damages — proceeds from sales would be applied towards any expenses that
need to be incurred by the City to place the Property into saleable condition
as reasonably determined by the City — including costs for deferred
maintenance.

° Advances by the City — for paying delinquent mortgages, taxes, assessments,

insurance premiums and any other costs associated in maintaining the
physical condition and financial integrity of the property.

F. FINANCING REQUIREMENTS

Gifted Funds

Applicant(s) may be gifted funds in an amount not to exceed 17% of the purchase price
plus closing costs as evidenced by a “gift letter” which must be submitted with the BMR
full Application.

In order for a gift to be considered as part of the eligible contribution applied towards a
BMR unit purchase, the following protocol must be adhered to:

1) The grantor of the gift must produce bank statements showing were the gift
dollars were drawn from and show that the gift funds were available in the
gift provider’s bank account for over sixty (60) days. If from an international
bank, statements must be on bank stationary and interpreted into English.

Down Payment

Applicant(s) must provide funds of their own in an amount equal to at least three
percent (3%) of the purchase price for use as a down payment (not closing costs). The
funds must be available in the Applicant’s financial institution account at the time of
application.

Income Limits

Applicant(s) must meet the income eligibility limits set by the program in order to
qualify for the program. Annual Income Limits adjusted by household size are based on
the State of California's Department of Housing and Community Development State
Income Limits for San Mateo County. The applicable Annual Income Limits used shall
be those applicable at the time the BMR price is set.



Refinancing

Specific details associated to the steps and procedures required to refinance a BMR
home are provided in the resale restriction agreement that the buyer will be executing
and receiving at the close of the home purchase escrow. Refer to the section titled
Refinancing Guidelines in section H for more information specifically related to the
guidelines and restrictions associated with the refinance process. The purpose of the
information below is to provide a general overview of the refinance process.

General steps taken to refinance a property will include:

° Submittal of the Owner Request to Refinance Notice to the City
° Submittal of a package either by the owner or the owner’s lender of the
following documents with the Request:

o

Copy of the Combined Settlement Statement for the close of escrow at
the time the property was purchased

Copies of the new 1% mortgage documents including a copy of the
completed loan application, loan transmittal summary (provided by the
lender), and a lender loan approval that provides all the terms of the new
1°** and/or junior loan.

Copies of the owners existing 1* loan documents, including the last
mortgage statement

A copy of the new preliminary title report which should have been
ordered by the 1*' lender

Notification of the projected closing date of the refinance

Copy of any estimates that may be associated in drawing funds from the
refinance proceeds to pay for eligible improvements, maintenance or
upgrades (as defined in the Capital Improvement section).

The City and/or its Administrator will require at least fifteen (15) days to review and
approve or disapprove a refinance request. If disapproved, the City will notify the owner
that the new loan is not permitted under the terms of the resale restriction agreement.

G. TITLE REQUIREMENTS

Named Titleholders

All adult household members must appear as an owner or co-owner on the BMR Unit
title with the following exceptions:
e Legal dependents of titleholders as claimed on the most recent federal income
tax return or legal minor children of titleholders. Spouses or Domestic partners
are not considered dependents;



e Household members younger than age 24 who are the child of a titleholder who
will reside in the BMR Unit as their primary residence, regardless of being names
as a dependent on the federal tax form of a titleholder; and

e Recent immigrants with insufficient credit history as defined as a person who has
been in the United States for 2 years or less as supported by entrance
documentation or a sworn statement and lender documentation of the reason
for loan denial, including a copy of the applicant’s credit report.

H. RESTRICTIONS ON BMRS

Primary Residency

Purchasers of BMR units in Daly City must occupy the home as their primary residence
for a minimum of 10 months per year. Compliance with the primary residency
requirement is subject to annual verification through which the owner will be required
to certify and provide source documentation that the home is their primary residence.
Source documentation might include government issued identification, bank records,
tax returns or other documents reasonably requested by the City or the City’s BMR
administrator. Failure to provide adequate certification and documentation of primary
residency will be considered a default under the resale restriction agreement.

Restrictions in Transfer and Permanent Affordability

Permanent affordability means that the units cannot be sold above the City restricted
price for fifty-five years of ownership (please refer to resale section above). The
affordability term restarts with each transfer to a new buyer. The affordability
restriction ends only when the buyer actually maintains and resided in the home for
over fifty five years. For example, if a buyer purchases a home on January 1, 2010 and
resells the house to a new buyer on January 1, 2015, the new buyer’s deed restriction
will be in place for 55 years. Restrictions are lifted from the home after fifty five years of
ownership by the same owner. Price restrictions details are provided in the resale
agreement issued prior to the time that the borrower finalizes and closes the BMR
purchase process. The resale agreement also sets the following restrictions on the unit:

. The property can only be resold to a household whose income does not
exceed 120% AMI (unless specified otherwise in the resale agreement).

° In the case of an estate distribution at the time of death, the property can
only be bequeathed to a beneficiary who will be occupying the property and
whose income does not exceed the 120 percent of AMI limit. If the estate
has no benefactors that fit within this parameter, the property must be sold
within 12 months from the date of distribution/delivery to the beneficiary to
an eligible buyer at the assigned BMR (deed restricted) value and proceeds
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generated through the sale can be distributed to the estate (beneficiary),
according to the instruction provided through a will.

Any proceeds generated in excess of the restricted sales price have to be distributed to
the City. Accordingly, in the unlikely event that the property should be sold over the
deed restricted price, the seller will distribute any excess proceeds to the City — as
established by the resale agreement and performance deed of trust.

Not an investment / rental property

The property may not be rented out for over 60 days per calendar year Up to 60 days
per calendar year is allowed to handle emergencies such as having to leave the region
for a job or family related matter. The intent of the BMR is to provide an ownership
opportunity. Rental activity in excess of 60 days will trigger a default on the buyer
agreement and foreclosure proceedings that will require the home to be sold at the City
established deed restricted price. During the term of the deed restriction, the City
conducts monitoring to verify that the buyer/owner is the occupant of the home. Any
rentals must be approved by the City in writing prior to the home being rented.

The property must also be occupied by the purchaser as a permanent residence within
60 days from the day the transaction closes escrow.

Restrictions on Refinancing

An owner must inform the City of any intent to refinance or take out an equity loan on
their home. The City will only allow an owner to refinance or take an equity loan on
their property under the following conditions:

. Rate and term refinance: If the owner is not drawing any dollars out from
equity that has been built up (through appreciation and reduction of the loan
balances), the owner can execute a rate and term refinance. The rate and
term refinance is strictly implemented to either get a better interest rate or
to shorten the term the loan (fifteen year mortgage versus a thirty year
mortgage).

. Financing necessary repairs and improvements: the City may allow the owner
to take cash out if necessary repairs and improvements are required to meet
and maintain health and safety and building code requirements. (Please also
see Capital Improvement section below)

° Cash out refinance: Cash out refinance occurs when an owner draws cash in
the form of a new or additional loan in excess of the balance on the existing
first loan. The owner can only cash out refinance when equity has been
established through an increase in price and or through repayment of
principal on a loan. To determine the level of increase in equity from
appreciation, the owner would need to contact the City to obtain a
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calculation on the current deed restricted value of the property. The owner
cannot use the market price of non-BMR open market rate homes selling in
the complex or community to determine how much cash they can pull. For
example, if the open market price of an identical unit in the complex was
$400,000 and the BMR rate price was $250,000, the borrower/owner may
only pull out cash based on the BMR price of $250,000. This rule has been
specifically put in place in order to prevent owners form obtaining loans in
excess of the price restricted value of the property. Cash out, if eligible, may
only be drawn from either a new loan or an equity line. The cash out
refinance cannot exceed 90% of the deed restricted value or actual market
value of the home — whichever is less. Even though the BMR buyer is most
likely purchasing a BMR for less that the market price, market situations
could arise were the open market value of the property could be as low or
lower as the deed restricted value. Open market value is associated with the
maximum price the property would sell at in the open market without any
deed restrictions.

Example of allowable cash out scenario:

Original purchase price of BMR $218,000
Current assigned restricted value of BMR $250,000
Current open market value of home $325,000
1st loan amount $180,000
City of Daly City 2nd loan $30,000
Total loans on property $210,000

Maximum dollar value of loans for refinance or line of equity

allowed based on 90% of current deed restricted value or market

price, whichever is less $225,000
Cash out allowance through refinance 515,000

Maintenance Standards

The BMR owner shall not destroy or damage the BMR Unit, allow the BMR Unit to
deteriorate, or commit waste on the BMR Unit. Owners shall maintain the BMR Unit in
compliance with all applicable laws, ordinances and regulations and in a good and clean
condition and all appliances shall be in good and working order.

Capital Improvements

Certain costs associated in ownership of a BMR unit may be deemed as eligible capital
improvements. Replacement of items and systems due to deferred maintenance or
personal preference is not considered to be an eligible capital improvement. For
example re-painting the house, replacing the furnace, or adding marble counters would
not be considered as an eligible capital improvement cost. The cost of eligible capital
improvements may be added to the value of BMR property resale subject to the
following guidelines:
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In order to be deemed and eligible capital improvement, the improvement
must be a major structural system upgrade that increases the health, safety,
and energy efficiency of the property. The home owner must submit a
request to the City for the installation or a major capital improvement and
receive approval from the City.

Floor coverings and paint are not considered eligible capital improvements
No capital improvement costs will be considered on for BMRs that are less
than 10 years old. It is assumed that new units do not require capital
investment.

All capital improvements and their costs must be approved, in writing, prior
to their purchase and installation.

Any labor costs associated with capital improvements will be considered only
if carried out subject to a written contract. Homeowner labor costs are not
eligible.

Eligible capital improvements must cost at least $2,000 and not exceed 10%
of the initial purchase price of the unit

DOCUMENTATION AND ENFORCEMENT OF SALES RESTRICTIONS

Detailed provisions regarding specific restrictions and responsibility are provided within
a collection of BMR related documents that the BMR buyer receives and/or signs at the
time they are purchasing their BMR home. These documents will include and not be
limited to a:

J.

Affordability Restrictions on Resale and Option to Purchase — this document
provides extensive details on the buyers responsibilities and restrictions
related to BMR ownership

Notice of Affordability Restriction On Transfer of Property — providing public
notice that an affordability covenant is recorded on the property

Promissory Note & Deed of Trust — to secure and assure that the City will
receive any excess sales and/or rental proceeds derived through the sale or
rental of the BMR.

MONITORING

Primary Residency — Annual Compliance

Purchasers of BMR units in Daly City must occupy the home as their primary residence
for a minimum of 10 months per year. Compliance with the primary residency
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requirement is subject to annual verification through which the owner will be required
to certify and provide source documentation that the home is their primary residence.
Source documentation might include government issued identification, bank records,
tax returns or other documents reasonably requested by the City or the City’s BMR
administrator. Failure to provide adequate certification and documentation of primary
residency will be considered a default under the resale restriction agreement.

14



APPENDIX — CALCULATION OF INCOME

Sources of Income

Income derived from all household members 18 years of age and older living in the unit
must be applied towards establishing the annual household gross income. Sources of
income applied to the earnings qualification calculation will also include and not be
limited to the following:

A. Gross amount of wages and salaries before any payroll deductions, including over-
time pay, compensation for services, commissions, fees, tips and bonuses;

B. The net income of operation of a business or profession or form rental or real or
personal property (for this purpose, expenditures for business expansion or
amortization of capital indebtedness shall not be deducted to determine the net income
from a business);

C. Interest, dividends and royalties;

D. Partnership distributions;

E. Income from an interest in an estate or trust;

F. The full amount of periodic payments received from social security, annuities,
insurance policies, retirement funds, pension, permanent disability, or death benefits
and other similar types of periodic receipts;

G. Public Assistance including but not limited to TANF, SSI, disability income;

H. Period and determinable allowances such as alimony and child support payments,
and regular contributions or gifts received from persons not residing in the dwelling;

I. All regular pay, special pay and allowances of a member of the Armed Forces (whether
or not living in the dwelling) who is head of the household or spouse;

J. Asset income based on the cash value of assets as determined through the asset
income test methodology.

The program administrator will be reviewing the borrowers past three years tax returns
and W-2s, and the last four paycheck stubs to further verify sources and amounts of
household income. These items will be reviewed at the time the purchaser is obtaining
approval on their first loan. For qualification purposes, annual household income will be
based on household income at the time of application projected out 12 months from
the time of application. The primary source document considered for this purpose is
recent paycheck stubs.

A BMR owner will maintain their ownership status if incomes continue to increase and
exceed the maximum income allowance after the buyer has purchased the property.
Changes in household size, due to an increase or decrease in family size after the
purchase, also do not adversely affect maintaining ownership status of the BMR, unless
it is an unpermitted transfer, as defined in the BMR resale restriction agreement.
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Income of applicants who are receiving unemployment benefits, temporary disability
benefits or are on maternity leave at time of application will be based on an average of
gross income as documented on the last three years’ federal tax returns.

If Applicant has net household assets in excess of $5,000, annual income from assets will
be calculated as a percentage of the value of such assets based on the current passbook
savings rate, as determined by HUD. Income from assets will be added to all other
income sources when determining gross household income.

Applicants must provide sufficient documentation of income, as outlined in the Below
Market Rate Home Application, to the City for use in determining the applicant’s income
level. Final determination of an applicant’s income level and program eligibility shall be
at the sole discretion of the City.
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City Council Agenda Report tem#__

Meeting Date: February 26, 2018

Subject: Adjustments to CDBG Budgets to Reflect Current Activities, Salary Levels and
Federal Allocations

Recommended Action

1. Appropriate $16,929 in unallocated funds to CDBG Administration for total funding of
$204,020.

2. Adjust 2017-18 CDBG Administration budget revenue from $188,000 to 204,929

3. Reduce 2017-19 budgeted CDBG Administration expenditures from $221,678 to $204,929.

4. Reduce 2017-18 budgeted revenues and expenditures for Microenterprise assistance from
$96,845 to zero.

Background

In June of 2016, the Daly City Council adopted a two-year budget for administration of Community
Development Block Grant Activities during FY 2016-17 and FY 2017-18. The adopted budget
was based on estimated resources and allocation of staff time at the time of adoption and prior to
approval of the 2017-18 HUD Action Plan.

In June of 2017 the Daly City Council adopted the HUD Consolidated Plan and One Year Action
Plan for 2017-18. The plan identifies how the City will allocate 2017-18 Community Development
Block Grant (CDBG) funds to various eligible activities. The 2017-18 One-Year Action Plan
provides a total of $204,929 for Administration of the CDBG program and zero funding for
microenterprise activities.

At this time, as final estimates of 2017-18 revenues, updated costs for housing and community
development staff and confirmation of funded CDBG activities are available, adjustments to CDBG
budgets is recommended in order to bring them into alignment with available HUD funding and the
2017-18 HUD Action Plan.

Discussion

2017-18 budget adopted in June 2016 reflects available revenue for CDBG administration of
$188,000, an amount that is $16,929 less than the amount reflected in the City’s 2017-18 HUD
Action Plan. The adopted budget envisions CDBG administrative expenses of $221,678, which is
$16,749 more than the amount reflected in the 2017-18 HUD Action Plan. Therefore, staff
recommends appropriation of $16,929 in unallocated funds to CDBG Administration and reduction
of budgeted CDBG Administration expenditures from $221,678 to $209,222.

In addition, the adopted 2017-18 budget reflects a total of $96,845 for delivery of a microenterprise
assistance program. Of this $18,785 was for city staff time devoted to delivery of the program.
The microenterprise assistance program was eliminated from the City’s HUD Action Plan for FY
2017-18 and subsequent to budget adoption.
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City Council Agenda Report

Subject: Amendment to 2016-17 HUD Action Plan
Meeting Date: February 26, 2018

Page 2 of 2

In total, staff recommends reduction in 2017-18 budgeted expenditures for CDBG administration
and microenterprise assistance by $35,534.

Reduction of the 2017-18 CDBG budgets and reallocation of staff expenses to the Daly City
Housing Development Finance Agency will result in staff funding that more accurately reflects the

specific allocation of staff time to CDBG and non-CDBG assisted housing activities.

General Fund Impact

The proposed budgetary adjustment transfers $35,534 in CDBG expenditures to the Housing Trust
Fund and has no General Fund impact.

Summary/Conclusion

Adjustment of the 2017-18 Budget to reflect HUD spending caps, the adopted 2017-18 HUD
Action Plan and particular community development needs is recommended. The Council’s
approval of budget adjustments as described will enable the City to carry out CDBG administration
within designated spending caps.

In summary staff recommends:

1. Appropriate $12,930 in unallocated funds to CDBG Administration for total funding of

$209,222.
2. Reduce 2016-17 budgeted CDBG Administration expenditures from $217,801 to $209,222.
3. Reduce budgeted expenses for Microenterprise program delivery from $96,845 to zero

Staff is available to provide any additional information desired by the Mayor or City Council

Members.

Betsy ZoBell Tatum Mothershead
Housing and Community Development Supervisor Economic & Community Development
Director

Respectfully submitted,
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