ATTACHAE BT TIL

COUNTY OF SANTA CRUZ = Planning Department

MEMORANDUM

Date: June 30, 2017
eCommissioners

To: Housing Adviso

Re:  Proposed Accessory Dwelling Loan Program

From: Julie Conway; Housing Manager

Over the past year, your Commission has been actively participating in the County’s update of its
Accessory Dwelling Unit Program, hosting a2 number of public meetings and providing input into the
developing Program. The County's ADU initiative aims to address promote the creation of ADUs with a
multi-pronged approach that includes the production of accessible, user-friendly guidance materials;
recommendations for changes to County policies, regulations, and practices; and recommendations for new
programs to assist with design, financing, and negotiating the permit process.

To that end, staff is proposing to establish a $200,000 pilot ADU Lending Program with funds from the
Housing Services Contract and the Affordable Housing Impact Fee Fund. Attached please find a draft
summary of a Accessory Dwelling Unit Loan Program to be discussed at the HAC meeting on July 2th.
Following your discussion we will propose the Program and funding on the Board at the August 22m
agenda.
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Program Guidelines

Property Location
The new second unit must be Iocated in the unincorporated Santa Cruz County area that includes the

North Coast, San Lorenzo Valley, Live Oak, Soquel, Aptos, Corralitos, Freedom and Amesti areas.

Loan Terms

Maximum loan amount:  $40,000

Interest rate: Three percent (3%) simple interest

Term: 20-years

Loan Forgiven: Loan is forgiven at the end of the 20-year term

Opt-Out Provision: County rent restrictions will be released prior to the 20 year term of the loan
with payment of the principal plus accumulated interest.

Security: L oan and rent restriction agreement are secured by a deed of trust recorded

against the property.



Maximum Loan to Value Ratio
Total liens of record (including County loan) cannot exceed 100% of “post-construction” value of the
property at the time of loan closing as estimated by an appraisal.

Approved Expenses
Loan transaction costs:  Loan transaction costs including property appraisal, escrow fees and title
' insurance costs (totaling about $500) are eligible loan expenses.

Other expenses: County must approve budget for eligible costs including permit fees, design and
construction. Funds will be released in thiee payments: at recordation of the
County restrictions, at 50% completi nd at final inspection.

[neligible Expenses
Code enforcement costs: Code enforcement staff costs
permits will not be reimbur

Tenant Income Limits
County assisted ADUs can only be rented to” lowering
amounts as defined in the Santa Cruz County Afforda

limits, as adjusted by household size, as follows:

Household
Size 1 5
Income Lim|
(80% of me $87,150

Maximum rents

Rent Subsidy
1,275
1,512
1,831

Opt Out Provision :
The owner may opt out of the affordability provision by paying off the County loan plus accumulated
interest. The County’s rent restriction agreement and deed of trust will then be removed from the

property’s title.

General Terms

Tenant Income Verification: Housing Division staff will verify the initial lower income eligibility of all new
tenants.

Ongoing unit monitoring: Housing Division staff will verify affordable rent levels annually

Exceptions to Guidelines:  The Planning Director may make reasonable exceptions to these guidelines.

More Information
For more information on the County’s ADU Loan Program, please call Carlos Landaverry, Housing

Specialist, at 454-2523.




