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Sahara Senior Villas
Hemet, California
Rental new construction project assisted by HCD’s HOME
program

Completed in the fall of 2008 by the City of Hemet, in
partnership with WASET, Incorporated, Sahara Senior Villas is a
75-unit HUD Section 202 project for very low-income seniors.
Seventy-three units are HOME-assisted.

Total development cost was approximately $14 million. HCD’s
HOME program provided $3.6 million for construction and
permanent financing. Other financing included HUD 202 funds
of approximately $10 million and $400,000 from the local
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At initial rent-up, monthly tenant incomes ranged from $600 -

$1475. Tenant-paid rents range from $113 -$414 per month.

Amenities include a landscaped courtyard, nearby citrus grove,
a community room and community kitchens, social services
coordinator, laundry facilities, and nearby public
transportation.
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Introduction

In 2011-12, the Department of Housing and Community Development (HCD) has
renewed its focus on leveraging three core assets: to build on our traditional strengths,
reinforce our partnerships with public and private housing developers and service
providers, and celebrate and reinforce our pride in HCD’s accomplishments. Highlights
of our accomplishments in the past year are described on page 3 and in the Program
Highlights section, and our goals and commitments for.the future are described below:

Build on traditional strengths

• For decades, the Department has confidently and carefully invested in a variety
of housing, housing-related services and community development in varied
activities and environments, from pipes-and-wires infrastructure to homeless
shelters, supportive housing and job creation.

• HCD has successfully monitored and managed a portfolio of over 1,000 rental
projects, to preserve and maintain affordable housing and respond effectively
when problems arise. Our efforts have resulted in a default rate of less than one
percent.

• We continuously improve our loan processing practices to reduce loan
processing times, improve application and award cycle efficiencies, and gain the
maximum public benefit from our investments. We are committed to redesigning
our loan closing process, and based on input from stakeholders we are working
to shorten the time to prepare and execute contracts and modify processes to
reflect current market conditions and new federal banking rules.

Reinforce our partnerships with public and private
housing developers and service providers

• Our strong partnerships with public and private sector sponsors and communities
have been instrumental in serving low inàome Californians and households with
special needs; transforming communities; rehabilitating homes and creating jobs.
The Department is committed to continuing and strengthening these
partnerships.

• HCD has maintained and deepened its partnerships by conducting surveys of our
customers and stakeholders to identify how we can provide appropriate support
to our sponsors and improve our own processes and activities.
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Celebrate and reinforce our pride in HCD’s accomplishments

We will build on our strong emphasis on customer service, before, during and
after the actual application and award process.

V V

• We will continue to acknowledge the expertise and hard work of HCD staff.
• We will recognize and reward individual achievements to help our staff and our

sponsors to be the best in the business.

The last few years have been a time of significant change and uncertainty in the
housing world. The mortgage and foreclosure crisis, economic downturn, constructionindustry declines and most recently the loss of redevelopment funding, have all

Vexacerbated our housing challenges. Yet the Department remains steadfast in itscommitment and dedication to meeting those challenges.

We have improved efficiency across all of our business operations. For example,
HCD’s Federal Community Development Block Grant program has consolidated itstraditional issuance of several NOFA5 into a single annual SuperNOFA. This will
simplify the application process for our customers and reduce the workload for bothapplicant localities and HCD staff.

Through all of the uncertainty and change, HDC employees have maintained theirdedication to serving low income Californians and communities. This commitment hasresulted in stronger communities and an improved quality of life for thousands of
Californians. I am extremely proud of our employees; as we move forward, HCD willcontinue its commitment to preserve and expand safe and affordable housing
opportunities and promote strong communities for all Californians.

V
V

Cathy E. yswell, Acting Director
Departmfit of Housing and Community Development
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Snapshots from 2010-11

“Service after the sale”

• HCD has removed restrictions on HCD loans that become “sandwich loans,” with
lien priorities ranked between those of other lenders on a project. This makes it
easier for HOD customers to obtain additional financing from other sources for
their projects.

• For customers of its federally-funded programs, HOD developed an Income
Calculation Manual to help customers determine local income category limits,
and individual and household incomes, that are important for using federal
programs.

• HCD has worked with builders of self-help housing projects that have stalled
because appraised values fell below the original development costs, to develop
needed modifications and find additional development subsidies to close the
gaps. A system has been developed to help other stalled self-help projects as
needed.

• HCD is working with the owners and other lenders of more than a thousand
rental housing projects with HCD loans, to identify improvements and changes to
assure effective long-term monitoring. The Department is evaluating options to
monitor more efficiently, maintain the affordable housing stock, protect residents
and keep loan payments as low as possible (see Managing Our Loan Portfolio,
below).

Better communication:

• A Listserve email system was implemented in early 2011 to improve
communication with stakeholders and program users.

• In September 2010, HOD hosted the national 2010 Council of State Community
Development Agencies (COSCDA) Annual Training Conference, which included
sessions featuring several HOD programs.

• In January 2011 the ESG program surveyed 50 stakeholders to get their views
regarding the terms of forthcoming grants before the NOFA (Notice of Funding
Availability) was developed.
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• HCD consulted with sponsors and stakeholders to implement legislation that
authorizes liquidation extensions for the Inf ill Infrastructure Grant (lIG) and
Transit Oriented Development (TOD) programs. HCD released draft guidelines
for comment and held a public hearing for input. The guidelines were modified
based on comments received, and have been put into effect.

• HOD has expanded its ongoing consultations, roundtable discussions, advisory
committees, webinars and workshops with customers and stakeholders to
identify and reduce unnecessary obstacles to the use of HOD funds to build and
preserve affordable housing. HOD will begin posting on its website lists of
applications received in response to each NOFA.

Continuing demand and improved efficiency:

• In July 2010 the Multifamily Housing Program (MHP General) issued a NOFA
offering $35 million for new rental housing developments. Applications were
received for $140 million -- four times the offering. In September the Joe Serna,
Jr., Farmworker Housing Grant Program (Serna) received applications for a total
of $78 million in response to an offering of $35 million.

• In addition to consolidating several NOFAs each year into a single annual
SuperNOFA (see Program Highlights, below), HOD’s ODBG (federal Oommunity
Development Block Grant) program is streamlining its operations and method of
distribution. This involves regulation changes and the redesigning of major
processes in the program. To implement the regulation changes, HOD held
focus groups across the state to inform and seek input from program users. The
combined Oommunity Development and Economic Development advisory
committees also provided input over more than a year. Eight live training
sessions around the state and six webinars were held to facilitate funding
applications that are due April 6, 2012. A special roundtable meeting was held in
Imperial Oounty to help jurisdictions near the border with applications for
Oolonias Allocation funding.

• HOD’s HOME program has streamlined its rating process for applications for
rental housing projects, to enable applicants to predict more accurately how their
projects will score, and has also re-established the HOME Advisory Oommittee.
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Executive Summary

Loans arid Grants Awarded

During Fiscal Year 2010-11 (July 1, 2010 through June 30, 2011), HCD awarded 418
loans and grants totaling over $447 million to city and county government agencies,
nonprofit developers and service providers, for-profit developers and small businesses.
The awards provide funding to build or rehabilitate affordable housing, transitional and
emergency shelters and infrastructure, and to strengthen communities through
economic development opportunities.

The awards made in 2010-11 were projected to produce or contribute to the following
results, among others:

• 7,427 rental and owner-occupied homes produced, rehabilitated or incentivized
• 6,607 housing units assisted and subject to contractual rent or cost limits (including

some but not all of the categories below)
• 825 substandard housing units rehabilitated
• 5,543 new housing units built
• 473 lower-income owner-builder households assisted
• 763 very low-income households provided with Housing Choice vouchers

(formerly Section 8 rental assistance)
• 1,880 migrant farmworker rental housing units operated during harvest season
• 735 units of transitional housing built or rehabilitated for the homeless or persons in

danger of homelessness

HCD loans and grants also helped to leverage $1.08 billion in other funds invested in
the same projects.

The top ten counties in terms of HCD funds received in 2010-11 were:

Rank County HCD Awards
1 Los Angeles $32.9 million
2 San Francisco 32.3 million
3 Butte 31.2 million
4 Yolo 24.3 million
5 Orange 22.6 million
6 Santa Clara 21.5 million
7 Tulare 21.1 million
8 Sonoma 20.9 million
9 Madera 17.6 million
10 Riverside 17.2 million
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Sources of Funds

2010-11 awards were funded from a number of sources:

Funding Sources for HCD Awards, Award

2010-11 Amounts

Proposition 1 C State bond funds: programs funded $225,572,440
include:
• Affordable Housing Innovation Program — Catalyst $9,250,000
• Affordable Housing Innovation Program — Local Housing Trust

Funds $4,162,005
• Building Equity and Growth in Neighborhoods $30,167,483
• CalHome $51 750,000
• CaiHome Project Development Loans $10,045,500
• California Self-Help Housing Program $6,109,498
• Emergency Housing and Assistance Program Capital

Development (part) $4,387,681
• Joe Serna, Jr., Farmworker Housing Grant Program $26,452,291
• Multifamily Housing Program — General $61,442,739
• Multifamily Housing Program — Homeless Youth $1 1,805,243
• Multifamily Housing Program -- Supportive Housing $10,000,000

Proposition 46 State bond funds:
$15 644 461• Emergency Housing and Assistance Program Capital

Development (part)

Federal ongoing programs: $168,497,605
. Community Development Block Grant $44,718,201
• Community Development Block Grant-Economic Development $1 1,937,980
• Federal Emergency Shelter Grant $6,616,645
• HOME Investment Partnerships Program $101,198,153
• Housing Assistance Program $4,026,626

Federal temporary disaster recovery program:
• Community Development Block Grant — Disaster Recovery $13,785,098

Initiative

Federal temporary economic stimulus program:
$13 395 822• Neighborhood Stabilization Program 1 ‘

State General Fund:
$8 929 079• Office of Migrant Services Program ‘

Revolving funds: $1,890,000
• Predevelopment Loan Program

Total $447,714,505
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The largest source of funds for 2010-11 was the State General Obligation Bond
approved by voters in Proposition 1C of November, 2006. More information about this
and other programs and measures can be found below, or in the HCD Financial
Assistance Program Directory located at:

http://www. hcd .ca. gov/faILG program directory. pdf

Projected Production

Most of the housing production figures in this report are as projected at the time of
award. Actual outcomes may differ because of project changes occurring after the
award. Production numbers may take several years to become final, and production
resulting from any one fiscal year’s awards may be spread across several future fiscal
years. Figures on housing actually produced during the fiscal year are reported for
federally-funded programs, but not for State-funded ones. Award totals in this report do
not reflect occasional recaptures of funds from awards made in previous years.

Proposition 1C

Proposition 1 C (approved by voters in November 2006) was HCD’s largest source of
housing assistance funds in 2010-11, accounting for 50 percent of total awards. As of
June 30, 2011, HCD has invested nearly $1 .9 billion in Proposition 1 C funds with
hundreds of public and private organizations to build or rehabilitate more than 44,000
affordable housing units.

Approximately $500 million in Proposition 10 funds remains available to HCD. For
details on HCD Proposition 10 awards by county in 2010-11, see the table on page 57.
For a cumulative multi-year summary of these awards, see the map on page 69.

Proposition 46 Nears Conclusion

By June 30, 2011, HOD had invested more than $1.5 billion in Proposition 46 bond
funds to build, rehabilitate, preserve or facilitate with incentives approximately 86,000
affordable housing units, including 10,500 shelter and dormitory beds. The cumulative
awards map on page 71 shows the geographical distribution of these funds.

Most Proposition 46 funds have been expended. Less than four percent of HOD’s
2010-11 awards came from this source. Approximately $100 million remains, spread
across several programs, or about five percent of the $2.1 billion originally authorized in
2002. Proposition 46 has extended beyond its originally expected lifetime due to the
recession-caused slowdown in housing construction in 2008-10 and to the occasional
recapture of previously awarded funds from projects that have not proceeded as
planned.
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Federal Funds

In a time of recession and strained budgets, HCD and the housing organizations it
serves were fortunate that HOD was able to distribute more than $195 million in federal
funds in 2010-11, or 44 percent of its total awards. Long-time ongoing federal programs
(CDBG, HOME and FESG) provided most of these funds, with additional contributions
from 1) the Community Development Block Grant — Disaster Recovery Initiative (CDBG
DRI), a short-term “last resort” program to help finance recovery from the 2008 wildfires
that devastated parts of California, and 2) the Neighborhood Stabilization Program
(NSP), a temporary economic stimulus program to save abandoned and foreclosed
homes.

HOD began accepting CDBG-DRI applications on an over-the-counter basis in August
2010, administered by the regular CDBG program, and made twelve awards in
November 2010 totaling nearly $14 million. Additional applications are being accepted
until all funds are exhausted. NSP made three awards in 2010-11, also for
approximately $14 million, and expects to make a new round of awards in 2011-12.

Program Highlights

Program name acronyms and other abbreviations and terms used in this report are
explained in the Glossary on page 73.

Enterprise Zone Program (EZ)

The Enterprise Zone Program designates and oversees California’s 42 Enterprise
Zones authorized by State law. The program targets economically distressed areas
throughout California, providing incentives to encourage business investment and
promote the creation of new jobs. Each Enterprise Zone is administered by its local
jurisdiction, working with local agencies and business groups to promote economic
growth through business attraction, expansion and retention.

In April of 2010, the Enterprise Zone program released Designation Application
Guidebook 2010 to begin the designation process to replace the two zones expiring in
late 2010: Lindsay and Shafter. Workshop training sessions were held in both Northern
and Southern California for all jurisdictions interested in applying for enterprise zone
designation. Applications for the new zone designations were due September 15, 2010.

Through this competitive application process, communities are first awarded a
“conditional designation” and must satisfy certain regulatory conditions prior to being
granted final designation. In December of 2010, conditional designations were awarded
to the top scoring applicants of Designation Round 2010: Anaheim, Harbor Gateway
Communities, and Santa Clarita Valley.

A combined application joining the existing Santa Clarita Zone with the County of Los
Angeles scored highly enough to be awarded. This allowed the program to award three
designations in order to bring the total of number of authorized zones to a full

8



complement of 42. There are a total of eight conditionally-designated zones as of June
30, 2011. Five remain from previous designation rounds: three designated through the
2008-2009 Designation Round and the previously re-designated San Francisco and
San Diego zones.

Governor Brown proposed eliminating the Enterprise Zone program in his January 2011
budget. HCD then suspended work on moving zones from conditional designations to
final designations, as well as work on applications to expand existing zones. After the
budget was passed without changing the Enterprise Zone program, HOD issued a
management memorandum on October 10, 2011, with the following announcements:

• HOD would resume work on certification for new Enterprise Zones, and would again
consider expansions of existing zones.

• Zones that had received conditional designations would receive a one-time restart of
their 180-month deadline to complete final designations. This included zones that
had delayed final designations for several years.

• HOD would begin a stakeholder process to solicit input, with the intent to exercise its
rulemaking authority to amend existing regulations of the Enterprise Zone program.

HOD has conducted two December listening sessions on potential changes to the
program. The first was in San Diego and the second was in El Oentro. The Department
intends to announce at least three more listening sessions in January, 2012.

In fiscal year 2010-2011, Oalifornia enterprise zones accepted a total of 134,938
voucher applications, which generated revenues of $1,733,120 in voucher fees to the
State. The top 3 zones in terms of vouchers processed were: Los Angeles-Hollywood
(23,489), San Francisco (10,260), and the Oounty of San Joaquin (9,230).

The following table lists enterprise zones as of June 30, 2011, their designation status
and year of expiration:

CALIFORNIA’S ENTERPRISE ZONES

ENTERPRISE ZONE DESIGNATION DATE EXPIRATION YEAR

Oonditional
1. Anaheim Designation 2027
2. Antelope Valley 2-01 -97 2012
3. Arvin 9-30-09 2024
4. Barstow 2-01-06 2021
5. Oalexico — Imperial Oounty 1 0-1 5-06 2021
6. Ooachella Valley 1 1-1 1 -06 2021
T Oompton 8-01 -07 2022
8. Delano 12-17-06 2021
9. Eureka 10-15-06 2021
1i Fresno (Oity of) 1 0-1 5-06 2021
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CALIFORNIA’S ENTERPRISE ZONES

ENTERPRISE ZONE DESIGNATION DATE EXPIRATION YEAR

11. Fresno County 6-27-07 2022
Harbor Gateway Conditional

12. Communities Designation 2027
13. Hesperia 4-30-10 2025
14 Imperial Valley 3-01 -06 2021
15. Kings County 6-22-08 2023
16. Long Beach 1-08-07 2022
iT Los Angeles - East 1-1 1 -08 2023
18. Los Angeles - Hollywood 10-15-06 2021
19. Merced County 12-17-06 2021
20. Oakland 9-28-08 2023
21. Oroville 11-6-06 2021
22. Pasadena 4-10-07 2022

Pittsburg/Contra Costa Conditional
23. County Designation tbd
24. Richmond 3-02-07 2022

Conditional
25. Sacramento Designation 2024
2 Salinas Valley 1-30-09 2024
2T San Bernardino 10-15-06 2021

Conditional
28. San Diego Designation 2021

Conditional
29. San Francisco Designation 2021
30. San Joaquin 6-22-08 2023
31. San Jose 12-31-06 2021
32. Santa Ana 6-08-08 2023

Conditional
33. Santa Clarita Valley Designation 2026

Conditional
34. Sequoia Valley (Tulare) Designation 2025
35. Shasta Metro 11-06-06 2021
36. Siskiyou 6-22-08 2023
ST Southgate - Lynwood 10-15-06 2021
38. Stan islaus 1 1-1 6-05 2020
39. Taft 2-01-11 2026
4cL Watsonville 5-01-97 2012
41. West Sacramento 1-1 1 -08 2023
42. Yuba Sutter 10-15-06 2021
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Community Development Block Grant Program - Economic
Development Allocation (CDBG-ED)

The CDBG-ED Program awards three types of grants annually with federal CDBG
dollars: Enterprise Fund, Over-the-Counter (OTC), and Economic Development
Planning and Technical Assistance grants (ED-PTA).

In 2010-11, this program made additional awards using CDBG-R stimulus funds from
ARRA. Grants made in 2010-11 totaled $13.8 million (not counting CDBG-R):

Enterprise Fund

Enterprise Fund awards are made in the form of grants of up to $500,000 for Business
Assistance and Micro-Enterprise activities with a cap of $300,000 for a single activity.

Business Financial Assistance Program Activities

A business assistance program provides loans to eligible commercial enterprises who
document the ability to expand and generate cash flows from the business to service
their existing and new CDBG debt, and create the proper number of full time jobs to
meet public benefit standards (one permanent full time job for each $35,000 in
assistance). In 2010-11 a total of 17 Business Assistance loans, ranging from $30,000
to $245,000, were made to non-entitlement jurisdictions for a total of $1,252,000.
Recipients included, for example, Kleenslate Concepts and Sierra Resource
Management in Tuolumne County, Geist Cattle Co. in Madera County, and Arcata
Forest Products in Arcata.

Micro Enterprise Assistance Program Activities

A qualifying micro enterprise business has five or fewer employees, including the
owners, who are documented to be of low income according to HUD income standards.
There are three types of micro enterprise assistance: 1) technical assistance, 2) support
services, 3) financial assistance, or a combination of all three. Technical assistance
typically includes financial assistance to allow businesses to activate and use the
capacity they develop through the technical assistance. In 2010-11 a total of 19 Micro
Enterprise loans, from $6,500 to $50,000 in size, were made to non-entitlement
jurisdictions for a total of $544,435. Some recipients included Chepo’s Tamales in
Solano County, Façade Improvement in Lemoore, Mountain and Healing Spa in Etna,
and Williams Animal Clinic in Williams.

Over-the-Counter (OTC)

Larger Economic Development projects are funded under the OTC component of the
program. Eligible jurisdictions may apply for up to $2.5 million each year, or up to $5
million for a two-year award.
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Eligible OTC Activities

OTC activity funds are typically provided to eligible businesses as loans. Examples of
OTC projects could include off-site infrastructure in support of industrial parks or retail
centers, or a public business incubator facility. Projects are underwritten using the
same standards and documentation as private commercial lenders, and must also meet
HUD underwriting standards, provide public benefit, and create low and moderate
income jobs like business assistance projects (see above). Jurisdictions who apply for
OTC funds must hire or provide evidence of a qualified commercial underwriting staff.
State staff will work with the business, developer, jurisdiction, or underwriter during the
application process to improve chances of approval. In 2010-11, one OTC loan of
$2,488,625 was made to West Coast Recycling in the City of West Sacramento.

Economic Development Planning and Technical Assistance (PTA)

Thirty PTA awards for a total of $1,500,700 were made during FY 2010-11. They
included a Cellulosic Ethanol Production feasibility study, two Geographic Information
System studies, two Airport Enhancement and Development studies, a Historic
Business District Infrastructure Needs Assessment Study, feasibility studies on various
potential local industries, and a number of local economic development strategies.

Projected Statewide CDBG-ED Benefits, 201 0-11

Businesses Projected Jobs for Microenterprise Funds
Assisted Jobs Targeted Low- Clients Leveraged
(including Created or and Moderate- Assisted
micro- Retained Income
enterprise) Persons

454 383 379 620 $3,920,340

Community Development Block Grant (CDBG) SuperNOFA

Historically, CDBG has issued Notices of Funding Availability (NOFAs) individually for
each program component, to reflect the different purposes and administrative
arrangements for awards for, say, housing rehabilitation compared to small business
development. Beginning in January, 2012, CDBG will release one SuperNOFA each
year to announce all federal CDBG allocations and funding opportunities in one
document, to streamline the program and consolidate a number of tasks for HCD and
grantee jurisdictions.

Jurisdictions should find it easier to plan and manage their grant writing process,
expedite the use of CDBG funds, and report the results. The number of applications to
be prepared, submitted, rated and ranked will be reduced, as will the number of grant
contracts to be developed, executed and administered. Application eligibility criteria will
be simplified to fit the wider range of activities, and determined earlier in the application
process. Local need and demand will play a larger role in how funds are allocated.
Major goals will be to reduce administrative workload for both HOD and grantees, and
increase the grantee expenditure rate of CDBG funds.
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Multifamily Housing Program—Supportive Housing (MHP-SH):
Tenant Characteristics and Outcomes

For the first time, in accordance with Health and Safety Code Section 50675.14, HOD is
reporting here on the characteristics of tenants occupying units funded by the
Supportive Housing component of the Multifamily Housing Program (MHP-SH). Section
50675.14 requires MHP-SH borrowers to report this information beginning the second
year after project occupancy.

For the July 1, 2010 to June 30, 2011 reporting period, HCD received reports on 43
projects (not all MHP-SH projects filed this year). These projects includel ,018 units
restricted under MHP-SH. The 1,01 8 units were occupied by 1,214 tenant households
during the some part of the reporting period (there are more households than there are
units because some units were vacated by a tenant and re-rented to a second tenant
during some part of the reporting year). The 1,214 tenant households that occupied
these units were documented in the annual reports submitted by the project owners.
MHP-SH funds apartments for tenants who are disabled and who also were either
homeless or at risk of homelessness.

Prior to moving into the supportive housing projects, 67 percent of the tenant
households were homeless, and 33 percent were at risk of homelessness. (A person is
considered “at risk of homelessness” if, for example, their income is less than 20
percent of State Median Income).

Units funded by MHP-SH are required to be occupied by people who are disabled in
one or more of five specific categories. Of the 1,214 tenant households described in the
reports, 58.6 percent were living with mental illness; 16 percent had a long-term chronic
health condition; 9.6 percent were with chronic substance abuse; 9.3 percent had a
developmental disability; and 6.6 percent suffered from HIV/AIDS.

The households living in MHP-SH units had extremely low incomes:

Household Annual Income
Annual Income Households Percentage
$5,0000rless 159 13.10%

$5,001 to $10,000 194 15.98%
$10,001 to $15,000 671 55.27%
$15,001 to $20,000 92 7.58%

Greater than $20,000 56 4.61%
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By and large, the source of this income was public disability programs. Sixty-six
percent of the tenants had income from Supplemental Security Income, Social Security
Disability or Veterans Disability. Only 11 percent had income from employment:

Household Sources of Income
IL-]!iliWljjjSources of Income Households

Disability Assistance 802 66.06%
CALWORKS 73 6.01%

General Assistance 162 13.34%
Retirement Income 116 9.56%

Other 62 5.11%

These households were surprisingly stable, as 52 percent lived in their apartment for
more than two years. An additional 26 percent lived in their apartment for between one
and two years:

Occupancy Length
Length of Stay Households Percentage
6 months or less 140 1 1.53%

6 months to 1 year 126 10.38%
1 yearto2years 317 26.11%

Greaterthan2years 631 51.98%

Working Through the State’s Fiscal Challenges

For many years, financial assistance programs that were powered by California
General Obligation (GO) bond proceeds, including HCD’s Proposition 46 and
Proposition iC-funded programs (listed on the Funding Source table on page 1),
could award the funds according to each program’s priorities and schedules.
The State Pooled Money Investment Board (PMIB) would provide short-term
loans to cover the awards and pay off these loans when the bonds were sold.

This flexible process was disrupted in late 2008 when the PMIB “froze” its loans
to GO bond programs due to the difficult market for bond sales at the bottom of
the recession. The freeze affected bonds for transportation, levees, schools —

and affordable housing. HCD delayed issuance of new NOFAs (Notices of
Funding Availability) and new awards. In addition, conditions were attached to
some of the new awards that resulted in some developers having difficulty in
obtaining supplemental private financing.

Proceeds of the limited sales could not meet all demands and priority was given by the
State to projects already underway, leaving funding for new awards less certain. HCD
received permission in January, 2010 to release NOFAs for the new bond-financed
Transit Oriented Development (TOD) and mt ill Infrastructure Grant (hG) programs,
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offering a total of over $290 million. In March 2010 there was a successful bond sale,
which increased the cash available to HOD to cover its commitments.

In April 2010, as a result of the successful bond sales, the State Department of Finance
(DO F) announced a Bond Proceeds Allocation Plan to allocate future bond sales
through Fiscal Year 2012-1 3. This allowed bond programs to plan future activities on a
more predictable basis. HCD was authorized to issue new NOFAs, make awards, and
remove the conditions from existing awards that had limited developers’ access to
private credit.

In February 2011, however, the Governor’s draft budget for 2011-12 proposed a
“pause” in bond issuances to allow the State to evaluate its priorities and capacity for
bond spending in coming years. As a result, HOD cancelled all open NOFAs for bond-
funded programs, though there were no changes for projects that had already received
awards. The Governor’s “May Revision” of the budget authorized HOD to release new
NOFAs again, and approve new awards. Eleven new NOFAs were released beginning
in June 2011.

Working with our Customers

During 2010-11, HCD’s Division of Financial Assistance (DFA) managers and staff
conducted more than forty workshops, training meetings, round table discussions,
conference calls and webinars to hear from our customers, and advise them on how to
apply for HOD housing funds and how to manage them effectively once obtained. In
addition, HOD’s Division of Housing Policy Development (HPD) staff made
presentations related to housing or redevelopment issues at approximately 16
conferences and workshops during the year.

HOD issued approximately eight Notices of Funding Availability (NOFA5) or Requests
for Proposals (RFPs) during the fiscal year, and participated in more than a dozen
groundbreakings, dedications and opening ceremonies for housing developments
resulting from past awards. The department’s Asset Management and Oompliance unit
helped to develop financial workout arrangements for two large affordable rental
housing projects totaling 229 units that had fallen into financial difficulty, and needed
new management and financial arrangements to preserve them as affordable housing.

Even as private housing activity remained weak, the demand for HOD financial
assistance remained strong. This was demonstrated, for example, by the experience of
HOD’s Emergency Housing and Assistance Program, Oapital Development component
(EHAPCD), Multifamily Housing Program (MHP), and the Joe Serna, Jr., Farmworker
Housing Grant Program (Serna), which together offered a total of $133 million in recent
NOFAs and received applications in response requesting just under $270 million.

HOD’s loans and grants go almost entirely to housing developers and service providers
rather than directly to lower income households, but HOD also has a staff member who
responds to inquiries from Oalifornians seeking affordable housing -- our ultimate
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customers. Requests come in several forms: letters to HCD or to the Governor that are
forwarded to HCD for reply, or e-mail messages to HCD’s website, or telephone calls.

Inquiries typically include questions about landlord-tenant rights and obligations, State
and local housing agencies to contact, local first-time-homebuyer assistance programs,
and/or affordable rental housing projects located in each county. In 2010-11 HOD
responded to 4,049 phone, email and written inquiries.

Managing our Loan Portfolio

In spite of the economic downturn, HOD’s portfolio continues to perform well. The
default rate is less than one percent. Instances of substantial noncompliance with loan
contracts are comparatively rare, and are typically corrected as a result of compliance
activities conducted by HOD’s Asset Management and Oompliance Section (AMO).
Older projects may need renovation or in some cases financial restructuring, and AMO
works closely with project sponsors to resolve these problems.

AMO does not award funds, but its function is equally important. Some of HOD’s loans
for affordable housing were made for terms as long as 55 years, and may have been
made decades ago by programs that are no longer active. These loans must still be
monitored for proper repayment of public funds and to enforce contractual requirements
that the housing remain available and affordable to lower income households.

AMC currently manages rental housing loans totaling $1 .83 billion, made by 20 different
programs to more than a thousand rental projects. Ownership housing loans totaling
another $56.2 million were made by eight programs to more than 2,100 lower income
homeowners.
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Statutory Basis of this Report

This report is produced in response to several statutory mandates.

The primary requirement is Health and Safety Code Section 50408:

50408. (a) On or before December 31 of each year, the department shall
submit an annual report to the Governor and both houses of the
Legislature on the operations and accomplishments during the previous
fiscal year of the housing programs administered by the department,
including, but not limited to, the Emergency Housing and Assistance
Program and Community Development Block Grant activity.
(b) The report shall include all of the following information:

(1) The number of units assisted by these programs.
(2) The number of individuals and households served and their

income levels.
(3) The distribution of units among various areas of the state.
(4) The amount of other public and private funds leveraged by the

assistance provided by these programs.
(5) Information detailing the assistance provided to various groups of

persons by programs that are targeted to assist those groups.
(6) The information required to be reported pursuant to Section

17031.8.

Items (b)(1) through (b)(5) are included in this report. Section 17031 .8, cited in
subdivision (b)(6), describes information from the department’s Employee Housing Act
regulatory program, administered by HCD’s Division of Codes and Standards. This
mandate has been amended by the Legislature to be inoperative from July 1, 2009 to
June 30, 2012, inclusive, for cost saving reasons.

This report sometimes also includes six-month implementation reports on new
State-enacted programs, as required by Government Code Section 11017.5:

11017.5. (a) When a statute is enacted establishing a new program
or requiring interpretation pursuant to the Administrative Procedure
Act, the state agency responsible for the program or regulatory
action shall, six months after the operative date or the effective date
of the statute, , whichever is later, issue a clear and concise
summary of actions taken to implement the statute to the author of
the statute, the policy committees in each house of the Legislature
that considered the statute and, if the statute has been considered
by the fiscal committee of either house of the Legislature, to the
Joint Legislative Budget Committee and to the fiscal committee of
each house of the Legislature that considered the statute. (b) In
addition, the State agency responsible for the program or regulatory
action shall send copies of all regulations proposed to implement
the statute, and notice of any hearings held on those regulations
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before those hearings are held, to the author of the statute, so long
as the author is a Member of the Legislature.

However, no new State programs were enacted or took effect in 2010-11.

• This report also includes annual information on Proposition 10 housing bond
expenditures (see the table starting on page 57), as required by Government
Code Section 16724.4:

16724.4. Any state bond measure approved by the voters on or after
January 1, 2004, shall be subject to an annual reporting process, as
follows:

(a) The head of the lead state agency administering the bond
proceeds shall report to the Legislature and the Department of Finance
no later than January 1, 2005, or the January 1 of the second year
following the enactment of the bond measure, , whichever is later, and
at least once a year thereafter. The annual report shall contain all of
the following:

(1) A list of all projects and their geographical location that have been
funded or are required or authorized to receive funds.

(2) The amount of funds allocated on each project.
(3) The status of any project required or authorized to be funded.
(b) Costs of the report may be included in the cost of administering

the bond measure unless the measure specifically prohibits those
expenses.

• For the first time this report includes information on tenants in units supported by
the Multifamily Housing Program -- Supportive Housing component (MHP-SH),
as required by Health and Safety Code Section 50675.1 4(f):

(f) (1) A borrower shall, beginning the second year after
supportive housing project occupancy, include the following data in
his or her annual report to the department. However, a borrower who
submits an annual evaluation pursuant to subdivision (c) may,
instead, include this information in the evaluation:

(A) The length of occupancy by each supportive housing resident
for the period covered by the report.

(B) Changes in each supportive housing resident’s employment
status during the previous year.

(C) Changes in each supportive housing resident’s source and
amount of income during the previous year.

(2) The department shall include aggregate data with respect to
the supportive housing projects described in this section in the
report that it submits to the Legislature pursuant to Section
50675.12.
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Loan and Grant Awards
and Projected Production

by County
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Glossary of Terms and Acronyms

For descriptions of the programs listed below, call HCD’s Division of Financial Assistance
(DFA) at (916) 322-1560 for a copy of HCD’s Financial Assistance Program Directory, or go
to http://www.hcd.ca.gov/fa/LG program directory.pdf. Individual program descriptions
can be seen through links on the page at http://www.hcd.ca.ciov/fal.

Activities: The intended results of awards and contracts. In a Standard Agreement
contract means the purpose of the funding, or specific portions of the work to be completed.

AHIF: The Affordable Housing Innovation Fund was created by Proposition 1C and
fleshed out by SB 586 (Dutton, Chapter 652 of 2007). AHIF includes several distinct
programs to demonstrate innovative, cost-saving approaches to creating or preserving
affordable housing, including new activities and the revival of the Local Housing Trust Fund
program. The identified programs are:

AHIP-Catalyst: (State bond and other funds) The Catalyst Projects for California
Sustainable Strategies Pilot Program (Catalyst Program) was designed to promote
sustainable development and implement the goals of SB 375 (Steinberg, Chapter 728 of
2008), the nation’s first law to control greenhouse gas emissions through land use
strategies. Catalyst Projects provide a “living laboratory” to identify and evaluate
effective housing and land-use strategies to promote sustainable development,
including the Sustainable Communities Strategies required by SB 375. HCD and other
State departments, including OPR, Public Health, Conservation, CalTrans,
Conservation and Cal/EPA, collaborated to develop the Catalyst Program and
guidelines. HCD continues to coordinate with these agencies on implementation of the
Catalyst Program. HCD awarded $9.25 million in Prop 1C Affordable Housing
Innovation Program (AHIP) grant funds in FY 2010-11 (see page 41) to successful Gold
and Silver Catalyst Designees to support Catalyst developments.

AHIP-L: Affordable Housing Innovation Program - Loan Fund (State bond funded).
Loans to developers provide quick acquisition financing for the development or
preservation of affordable housing.

AHIP-P: Affordable Housing Innovation Program - Practitioner Fund (State bond
funded). Loans to developers provide acquisition financing to pre-qualified developers
for the development or preservation of affordable housing.

LHTF: Local Housing Trust Fund Matching Grant Program (State bond funded).
Contributes to existing and new local housing trust funds dedicated to create or
preserve affordable housing.

IHP: Innovative Homeownership Program (State bond funded). Provides grants to
increase homeownership opportunities for lower income Californians.
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CLIRPP: The Construction Liability Insurance Reform Pilot Program (State bond
funded). Provides grants for predevelopment costs to reduce insurance rates for
condominium development, by promoting best practices in construction quality control.

AMC: Asset Management and Compliance Section (in DFA). AMC oversees HCD’s
portfolio of past loans and grants , which have contractual conditions to preserve affordable
housing.

ARRA: American Recovery and Reinvestment Act of 2009 (federally funded). HCD
distributed ARRA funds during FY 2009-10 through the CDBG-R program for economic
development and other CDBG-eligible activities, through the HPRP program for
homelessness prevention and rapid re-housing activities for homeless persons and
persons at risk of becoming homeless, and through NSP-1 to rescue foreclosed and
abandoned homes.

Assisted Housing Units: Dwelling units, residential hotel units, or bedrooms in group
homes, , which are reserved for occupancy or occupied by eligible lower income
households in accordance with contractual Regulatory Agreements between HCD and the
project sponsors.

BEGIN: The Building Equity and Growth in Neighborhoods program (State bond funded).
Offers incentives to cities and counties to reduce regulatory barriers to new affordable
ownership housing in the form of financing for local government-administered
downpayment assistance loans to qualifying first-time low- and moderate-income buyers of
homes in BEGIN projects.

CaIHFA: California Housing Finance Agency, a sister agency of HCD , which operates as
the State’s affordable housing bank. Differs from HCD in generating loan funds primarily
through the issuance of revenue bonds, and in focusing primarily, but not exclusively, on
the conventional mortgage financing of single-family homeownership.

CalHome: CalHome program (State funded, General Fund and bonds). Funds single-
family development projects, first-time homebuyer assistance and owner-occupied
rehabilitation.

CDBG: Community Development Block Grant Program — General Component (federally
funded; formerly called STBG). Provides federal CDBG program benefits to non-
entitlement cities and counties.

CDBG-DRI: Disaster Recovery Initiative, a federally-funded “last resort” resource for
recovery from damages suffered in 2008 wildfires in parts of California, administered by
HCD’s CDBG program. HCD distributed DRI funds in 2010-11. Fourteen counties and two
Native American tribes were eligible to apply.

CDBG-ED: Community Development Block Grant Program — Economic Development
Allocation (federally funded; formerly called EDBG). Awards grants for business
development, hiring assistance and economic development planning in rural communities.
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CDBG-R: Community Development Block Grant — Recovery program (federally funded).
See ARRA.

CHDO: Community Housing Development Organization -- a nonprofit developer that
meets criteria to apply directly to HCD for Home Investment Partnerships Program (HOME)
funds.

CLIRPP: See AHIF

Contract: A written or oral agreement between two or more parties that is enforceable by
law. In HCD practice, a single loan or grant may involve several written contracts: a
standard agreement, a loan agreement or development agreement, and/or a regulatory
agreement governing the operation of completed projects.

CPCFA: The California Pollution Control Financing Authority, recipient of $60 million from
Proposition 1C.

CPDAIC: CalHome Program Disaster Assistance for Imperial County, a one-time $10
million allocation of Proposition 1 C bond-funded grants to finance the rehabilitation or
replacement of single-family homes and manufactured homes that were damaged in an
April, 2010 earthquake in Imperial County.

CSHHP: California Self-Help Housing Program (bond funded). Funds programs that assist
low- and moderate-income families to build their homes with their own labor.

DFA: HCD’s Division of Financial Assistance, formerly called the Division of Community
Affairs.

EDBG: Economic Development Block Grant program (federally funded). Now called
CDBG-ED.

EHAP: Emergency Housing Assistance Program (State General Fund funded). Financed
the development and operation of emergency shelters, transitional housing and supportive
services for homeless individuals and families. Funding ceased with the 2007-08 budget,
and the program was phased out in 2009-10. EHAPCD, a related program , which is bond-
funded, still operates.

EHAPCD: Emergency Housing Assistance Program - Capital Development (State bond
funded). Funds the acquisition, construction, rehabilitation or expansion of homeless
shelter facilities and transitional housing.

EZ: Enterprise Zone Program (State tax incentives). Offers State and local tax and
regulatory incentives to encourage the hiring of disadvantaged individuals and business
investment in Enterprise Zones (economically distressed areas designated by the State)
throughout California.
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FESG: Federal Emergency Shelter Grant Program (federally funded); also called ESG.
Finances emergency shelters, supportive services and transitional housing for homeless
individuals and families.

FTHB: First-time homebuyer assistance, usually in the form of grants for down payment
assistance or below-market-rate mortgage loans.

FWHG: Farmworker Housing Grant Program (bond funded; see Serna).

GHI: Governor’s Homeless Initiative. An interagency effort among HCD, CaIHFA and the
Department of Mental Health. The Initiative reduced homelessness by funding
development of permanent supportive housing for persons with severe mental illness who
are chronically homeless.

Grant: An award of money for a specific purpose without expectation of repayment. A
grant may be subject to contractual conditions, and may be cancelled or required to be
repaid if the grantee defaults on contractual obligations.

HAP: Housing Assistance Program. Provides federal Housing Choice Vouchers (formerly
Section 8 rental assistance) in twelve rural counties without housing authorities, to fund
affordable rental housing for extremely low income (not over 30% of area median income
(AMI) and very low income (not over 50% of AMI)) households.

HCD: California Department of Housing and Community Development. Operates the
programs reported on in this Annual Report, and provides leadership, policies and
programs to preserve and expand safe and affordable housing opportunities and promote
strong communities for all Californians.

HERA: Housing and Economic Recovery Act of 2008. See HR 3221, NSP-1.

HOME: Home Investment Partnerships program (federally funded). Assists cities,
counties and nonprofit community housing development organizations (CHDO5) to create
and retain affordable housing.

Housing and Emergency Shelter Trust Fund Act of 2002: A $2.1 billion affordable
housing State General Obligation bond measure approved by voters on November 5, 2002.
Also known as Proposition 46.

Housing and Emergency Shelter Trust Fund Act of 2006: A $2.85 billion affordable
housing and infrastructure State General Obligation bond measure approved by voters in
November, 2006. Also known as Proposition 1C.

HPRP: Homelessness Prevention and Rapid Re-Housing Program (federally funded). See
ARRA.

HR 3221: The Housing and Economic Recovery Act of 2008 (HERA). Passed in July
2008, the Act’s Neighborhood Stabilization Program (NSP) provision provided Community
Development Block Grant (CDBG) funds to state and local governments to purchase and
preserve abandoned and foreclosed homes and residential property.
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HRPP: Housing Related Parks Program (State bond funded). Creates incentives and
rewards local government for building affordable housing with grant money for much
needed parks in their communities, to be administered by the department’s Housing Policy
Division (HPD).

HUD: U.S. Department of Housing and Urban Development

IHP: See AHIF

hG: lnf ill Infrastructure Grant Program (State bond funded). Provides grants for
development of public infrastructure projects that facilitate or support infill housing
construction.

JSJFWHG: Joe Serna, Jr. Farmworker Housing Grant Program (bond funded; see Serna).

JHB (Jobs Housing Balance): See the Workforce Housing Reward Program (WFH).

Leverage: 1) The amount of other non-HCD funds invested in a project. 2) The use of
loan or grant funds to maximize the amount of investment in a project from other sources,
or to maximize the return per dollar invested.

LHTF: Local Housing Trust Fund Matching Grant Program. See AHIF

Loan: An award of funds for a specific purpose with the expectation that it will be repaid
according to a specified schedule of payments or within a specified time limit.

Match: Funds (or in-kind assets such as land) from other sources that a grantee (e.g., a
HOME grantee) is required to contribute to a project as a condition of the grant. Match can
be one-to-one, two-to-one, one-half-to-one, etc.

MHP: Multifamily Housing Program (State funded through General Funds and bonds).
Finances the new construction, rehabilitation and preservation of permanent and
transitional rental housing for lower income households.

MHP-HY: Multifamily Housing Program — Homeless Youth Component (State bond
funded). Provides low-interest loans for affordable rental housing developments that
contain units for homeless youth who are emancipated minors, those who are at least 18
years old, homeless or at risk of homelessness, no longer eligible for foster care on the
basis of age, or who have run away from home.

MHP-SH: Multifamily Housing Program — Supportive Housing Component (State General
Obligation bond funded). Provides low-interest loans to developers of permanent
affordable rental housing with a minimum percentage of units with associated supportive
services for persons with disabilities.
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MHSA: Mental Health Services Act Housing Program (bond-funded through Proposition 63
of 2004), jointly administered by CaIHFA and the Department of Mental Health (DMH).
Offers permanent financing loans and capitalized operating subsidies for the development
of permanent supportive housing for persons with serious mental illness. HCD has
provided supplemental funding for many MHSA projects

Monitoring: Periodic review of the operation, management, physical condition, plans,
financial accounts and reports of a housing project, used to assess and assure the
continued security of a loan on the project. Monitoring is typically annual, but may be less
often for projects deemed at low risk of default, Includes a documentary review, and may
also include site visits and inspections.

MPROP: Mobilehome Park Resident Ownership Program (State funded). Finances the
preservation of affordable mobilehome parks by conversion to ownership or control by
resident organizations, nonprofit housing sponsors, or local public agencies.

NOFA: Notice of Funding Availability. An announcement and a solicitation of applications
for a specified amount of funding that will be awarded by an HCD program, according to
listed criteria and schedules.

Nonprofit: A private entity organized as a nonprofit charitable corporation under State and
federal law. A nonprofit may not pay corporate earnings to private shareholders or
individuals. Nonprofits are the most frequently eligible type of private entity to receive HOD
loans and grants.

NSP: Neighborhood Stabilization Program (federally funded). Enacted by the Housing and
Economic Recovery Act of 2008 (HERA), under the heading Emergency Assistance for
Redevelopment of Abandoned and Foreclosed Homes, to help states and local
governments to purchase foreclosed-upon and abandoned houses, rehabilitate them, and
sell them to low and moderate income families. HCD distributed NSP funds in Oalifornia in
FY 2009-10, 2010-11, and expects to do so in 2011-12.

OLM: The Owner Loan Management section of AMC.

OMS: Office of Migrant Services (State General Fund funded). Provides affordable
seasonal rental housing and support services for migrant farmworker families during the
peak harvest season.

Parks: See HRPP

PDLP: Predevelopment Loan Program (State funded). Provides predevelopment capital
to finance the start of low-income housing projects, with priority for rural areas.

P/TA or PTA: Planning and Technical Assistance. A component of CDBG that funds
planning efforts in small cities.
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Preserved Housing Units: Affordable (usually subsidized) housing units that were
threatened with demolition or conversion to market rents through the termination of
subsidies, and have been preserved as affordable units through purchase, renewed
subsidy and/or rehabilitation.

Proposition 1 C: See Housing and Emergency Shelter Trust Fund Act of 2006.

Proposition 46: See Housing and Emergency Shelter Trust Fund Act of 2002.

Rehabilitated (or Rehab) Housing Units: Dwelling units , which were deteriorated or
substandard, and have been repaired to return them to compliance with applicable building,
health and safety codes.

RFP: Request for Proposals. An announcement that funds are available, and a solicitation
of applications or proposals for their use. Similar to a NOFA.

Serna: Joe Serna, Jr. Farmworker Housing Grant Program (State funded, General Funds
and bonds). The program finances owner-occupied and rental units for agricultural
workers, with a priority for lower income households. Also called JSJFWHG or FWHG.

STBG: State Block Grant. Former name of CDBG-General Component. See CDBG.

TCAC: Tax Credit Allocation Committee (chaired by the State Treasurer). Allocates
federal low-income housing tax credits in California.

TOO: Transit Oriented Development Program (State bond funded). Created by
Proposition 1 C to provide funds to develop or facilitate higher density housing and mixed-
use developments within one-quarter mile of transit stations, to increase public transit
ridership.

WFH (formerly Jobs Housing Balance, JHB): Workforce Housing Reward Program (State
bond funded). Provides financial incentives for cities and counties to increase, on an
annual basis, their issuance of building permits for housing affordable to very low- and low
income households.
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