Council Agenda Report

Grant To Housing Authority For Security Deposit Loan Program 
January 30, 2007

Page 3

[image: image1.png]



CITY OF SANTA BARBARA


CITY COUNCIL AGENDA REPORT

AGENDA DATE:
January 30, 2007
TO:
Mayor and Councilmembers
FROM:
Housing and Redevelopment Division, Community Development Department

SUBJECT:
Grant To Housing Authority For Security Deposit Loan Program
RECOMMENDATION:
That Council approve a grant of $100,000 in federal HOME Investment Partnerships Program funds to the Housing Authority of the City of Santa Barbara to provide supplemental funding for its Security Deposit and Homeless Prevention Loan and Grant Programs for low income tenants in the City of Santa Barbara, and authorize the Community Development Director to execute a Grant Agreement in a form approved by the City Attorney.  
DISCUSSION:

The Housing Authority of the City of Santa Barbara (HASB) has long recognized that many low income tenants have difficulty coming up with cash for the security deposit needed upon move-in. HASB has also been working with many homeless service providers to secure housing and provide assistance for their clients. 

To help address some of the housing issues that confront low income renters, in the early nineties HASB established a security deposit “guarantee” program. Tenants agreed to pay the security deposit to participating landlords over several months, and HASB provided a written guarantee to the landlords that the tenants would complete the payments. Should a tenant default on the agreed-upon payments, HASB would pay the landlord the unpaid balance of the security deposit and then proceed to try to collect that amount from the tenant. The guarantee program was funded from a combination of private contributions and discretionary federal funds. Unfortunately, the “guarantee” did not win a great deal of acceptance or secure much participation by area landlords.
In June of 2006, the Housing Authority converted their “guarantee” program into one of “direct” loans and grants to tenant applicants, with HASB making loan pay-outs directly to landlords on the tenants’ behalf. 
In addition to this Security Deposit Loan and Grant Program, HASB also operates a Homeless Prevention Loan and Grant Program. This program is targeted to assist tenants who are at the risk of eviction because they are delinquent with rent payments. HASB serves tenants who contact HASB directly, as well as tenants referred by local social service agencies that are dealing with the housing needs of low income renters who are in crisis. These include Catholic Charities, Transition House, the Santa Barbara Community Housing Corporation and others. Like the Security Deposit Program, this program provides either a zero-interest loan or an outright grant, depending on the tenant’s financial circumstances and ability to repay. 
As of June 2006, HASB had a balance of $33,000 remaining in its Security Deposit Program and $9,000 available in its Homeless Prevention Loan and Grant Program.  In converting to a direct loan program, however, HASB recognized that such balances would not be sufficient to meet the anticipated demand. HASB has submitted a grant request to the City for $100,000 in HOME funding for this purpose. Staff has determined that rental assistance programs of this nature are an eligible use of federal HOME Investment Partnership dollars and recognizes that HASB is ideally positioned to qualify low income renters for loans and grants of this nature in compliance with HOME program regulations.  
The amount of the loan to each prospective tenant would be based on the tenant’s financial circumstances. For example, if a landlord is requiring a security deposit equal to two months’ rent (the maximum security deposit allowed by state law) and the rent is $1,000 per month, the tenant would need $3,000 cash to move in. If HASB determines that the tenant can afford to pay only $1,200 toward the first month’s rent and security deposit, HASB would make a security deposit loan or grant of $1,800 to the tenant (paid directly to the landlord). In most cases, the assistance would be in the form of a loan that would be repaid when the tenant receives a refund of the deposit, or earlier if the tenant can afford to make monthly payments to HASB. In some cases, such as when the tenant is receiving Section 8 rental assistance and will need any refunded deposit to secure replacement housing, HASB may decide to structure the assistance as a grant. 
Priority for the security deposit loans would be given to very-low income households who are holders of Section 8 Vouchers and who are looking for apartments in the City. Often, their greatest obstacle to getting into an apartment is coming up with the required security deposit. Currently there are about 80 households in this category.  
Based on demand, HASB will also allocate a portion of the $100,000 grant to its Homeless Prevention Loan and Grant Program. In all cases involving the use of City HOME dollars, the apartment would have to be in the City.  
The City receives an annual grant of federal HOME funds from HUD. This year we received about $800,000, of which we will spend 10% on administrative costs. 
Typically, the City has used HOME funds for loans and grants to non-profit developers for development of new affordable rental housing. However, as stated, HOME funds are also an ideal source of funds for security deposit and homeless prevention loan and grant programs like the ones HASB is operating. The City has already identified such a possible use in its annual Action Plan submitted to HUD.
It is estimated that the funding request of $100,000 will enable HASB to issue approximately 70 loans and grants at an average of $1,500. Any repayments from the loans will be used for new loans and grants. 
HASB will administer the loan program and will bear the entire administrative cost of its operation. The funds would be granted to HASB rather than loaned, and would be subject to the terms of a grant agreement in a form to be approved by the City Attorney. The grant agreement will provide that HASB is to provide periodic reports to the City listing information about the loans and grants and their recipients as required by HOME Program regulations. If HASB terminates the program, the balance of funds and loans receivable will be returned to the City. 
CONCLUSION:

This grant request is a good use of federal HOME funds and will assist many low income renter households in the City of Santa Barbara to secure needed housing as well as prevent homelessness in dire circumstances. The Housing Authority is an ideal organization to administer the program and assure its success.
PREPARED BY:
David Gustafson, Housing and Redevelopment Manager/Assistant Community Development Director/SBF
SUBMITTED BY:
Paul Casey, Community Development Director
APPROVED BY:
City Administrator's Office
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