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PERCENTAGE ALLOCATIONS

Approved WW Date: 5/31/2024
SO Y <

RECOMMENDATION

1. Approve the following percentage allocations for the spending of Measure E revenues

totaling $50.0 million anticipated to be received in Fiscal Year 2024-2025:

a) 5% for administration with the remaining revenue allocated as follows:

b) 12% for the creation of new affordable housing for extremely low-income
households;

c) 11% for the creation of new affordable housing for low-income households;

d) 2% for the creation of new affordable housing for moderate-income households;

e) 10% for homeless prevention, gender-based violence programs, legal services and
rental assistance; and

f) 65% for homeless support programs including shelter construction and operations.

BACKGROUND

City Council Policy

On March 3, 2020, San José voters approved Measure E which established a transfer tax on real
estate transactions in which the purchase price exceeds $2 million. All revenues received from
Measure E are deposited into the General Fund and can be used for any governmental purpose.
In June 2020, the City Council amended City Council Policy 1-18 to include a new Section 22
that specifies the spending priorities and percentage allocations for Measure E revenue, along
with a process for making changes to the percentage allocations. Any modification of the
percentage allocations requires:

e 60-day public notice in advance of the effective date of the proposed allocation change;

e At least two public hearings prior to City Council action; and

e Two-thirds vote of the City Council.
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Noticing, Public Hearing, and Housing and Community Development Commission Review

In accordance with the process identified in the Council Policy, the City issued a notice of public
hearing to the City’s website on May 1, 2024, 60 days in advance of the proposed changes to the
spending priorities becoming effective. Two public hearings were scheduled as required by
Section 22 of Council Policy 1-18. Concurrent with the 2024-2025 Proposed Budget, the first
public hearing was held at City Council on Tuesday, May 14, 2024, and the second public
hearing will be held at City Council on Monday, June 10, 2024. The approval of the 2024-2025
Proposed Operating Budget, which includes the recommended spending plan, along with any
modifications as included in the Mayor’s June Budget Message for Fiscal Year 2024-2025 will
be considered by the City Council on Tuesday June 11, 2024.

Acting in their role as the Measure E Oversight Committee, the Housing and Community
Development Commission (Commission) reviewed two 2024-2025 Measure E spending plans as
at their meeting on May 9, 2024: the spending plan included in the 2024-2025 Proposed
Operating Budget, which is similar to the percentages included in this memorandum, and the
contingency plan should the City not receive $11.0 million of State grant funding, which is no
longer needed due to the actions included in Manager’s Budget Addendum (MBA) #27. The
Commission voted against the recommended spending plans by a vote of 6-2.

City Council Direction and 2024-2025 Proposed Operating Budget

The City Council’s approval of the Mayor’s March Budget Message for Fiscal Year 2024-2025
directed the City Manager to bring forward a Proposed Budget that addresses the General Fund
shortfall as projected in the 2025-2029 Five-Year General Fund Forecast and allows for
investments the areas identified in the March Budget Message by considering the following
strategies:

e Identifying cost savings and efficiencies that do not result in service impacts;

e Eliminating vacant positions, the removal of which is expected to have minimal service
impacts;

e Reducing or eliminating current services, including the consideration of budget
reductions for Mayor and City Council Offices, that — while important and valued by
many — must be considered in order to bring the General Fund into structural alignment
and still fund the City Council’s most critical priorities as identified in the March
Message; and

¢ Identifying any revenue sources that could be used to offset these service reductions,
including new contributions from state and regional partners and the potential
reallocation of a portion of Measure E resources over a multi-year period, for the
provision of necessary services to our homeless residents and to meet Stormwater Permit
requirements.

The City Manager’s 2024-2025 Proposed Operating Budget complied with this direction by
leveraging all four strategies, including General Fund cost and service reductions, position
eliminations, recognizing new revenues, and the reallocation of Measure E revenues in both


https://www.sanjoseca.gov/your-government/departments-offices/housing/resource-library/housing-investment-plans-and-policy/measure-e-real-property-transfer-tax
https://www.sanjoseca.gov/your-government/departments-offices/housing/resource-library/housing-investment-plans-and-policy/measure-e-real-property-transfer-tax
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2024-2025 and 2025-2026 to provide sheltering and support services to unhoused residents
currently living along waterways and other services as described below.

The information within the 2024-2025 Proposed Operating Budget and presented at the City
Council Proposed Budget Study Sessions describe in detail the use of these reallocated funds,
including a summary of the new investments to comply with the City’s Stormwater Permit!. It is
important to note that while the 2024-2025 Proposed Operating Budget recommends a two-year
strategy for the reallocation of Measure E resources, the formal policy action recommended in
this memorandum is specific only to 2024-2025 Measure E revenue percentage allocations. The
formal percentage allocations for 2025-2026 Measure E revenues will be considered during the
2025-2026 Proposed Budget development process, which will be informed by a revised Five-
Year General Fund Forecast and any revisions to City Council direction with their approval of
next year’s Mayor’s March Budget Message for Fiscal Year 2025-2026.

Manager’s Budget Addendum #27, 2024-2025 Revised General Fund Revenue Estimates and
Recommended Expenditure Allocations

Based on recent information regarding the anticipated receipt of Sales Tax and Parks, Recreation
and Neighborhood Services (PRNS) Fee revenues, and recent developments regarding the State
of California’s budget process related to the receipt of Property Tax revenues, MBA #272
recommends increasing the ongoing General Fund revenue estimates for these categories by a
total of $12.0 million. This increase allows for the partial restoration of Measure E resources
that were reallocated from affordable housing development to interim housing construction and
operations, and results in a revised contingency plan that is much less impactful to affordable
housing production. The percentage allocations included in the recommendation language and in
the table below include the modifications due to MBA #27.

2024-2025 Measure E Spending Plan

The table below provides a breakout of the entire $50.0 million spending plan for 2024-2025
Measure E, including a comparison of percentage allocations and amounts between the 2024-
2025 Base Budget (the existing spending priorities), and the spending priorities included in the
2024-2025 Proposed Operating Budget as revised by MBA #27. A brief description of each line
item follows.

12024-2025 Proposed Operating Budget, Attachment D to the City Manager’s Transmittal Memorandum:
https://www.sanjoseca.gov/home/showpublisheddocument/111397/638504124374800000
2 638527733121726563 (sanjoseca.gov)



https://www.sanjoseca.gov/home/showpublisheddocument/111397/638504124374800000
https://www.sanjoseca.gov/home/showpublisheddocument/112482/638527733121726563
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Spending Category Items
Creation of New Affordable Housing for

Measure E Spending Categories and Percentage Allocations

2024-2025 Base Budget

%

Allocation

Amount

2024-2025 Proposed
Spending Plan (Revised)

%

Amount

Program Administration*

5%

$2,500,000

Extremely Low-Income Households 40% $19,000,000 12% | $5,830,000
Funding for New Construction of Affordable
Rental Housing $5,830,000
Creation of New Affordable Housing for
Low-Income Households 30% $14,250,000 11%| $5,170,000
Funding for New Construction of Affordable
Rental Housing. $5,170,000
Creation of New Affordable Housing for
Moderate-Income Households 5% $2,375,000 2% $1,000,000
Funding for New Construction of Affordable
Rental Housing $1,000,000
Homelessness Prevention, Gender-based
Violences Programs, Legal Services and
Rental Assistance 10% $4,750,000 10% | $4,750,000
Santa Clara County Contract $4,500,000
Eviction Protection and Diversion $250,000
Homeless Support Programs, Shelter
Construction and Operations 15% $7,125,000 65% | $30,750,000
First Street Interim Housing Operations $3,000,000
Supportive Parking Site Berryessa Road $1,700,000
Lived In Vehicle Safe Parking Site $1,000,000
City Outreach Team (Reactive) $600,000
Interim Housing Construction and Operations $9,425,000
Storm Water Permit Implementation $15,025,000
Safe or Alternative Sleeping Sites 310,000,000
Outreach, Sanitation and Other Supporf
Services 33,600,000
Recreational Vehicle Pollution Prevention
Program 31,425,000
Total Funds Allocated $47,500,000

$2,500,000

Program Administration

$2,500,000

Measure E Total Available

$50,000,000

$50,000,000

*5% of the revenue to be used for administrative purposes, which is taken before the remaining

percentage allocations are applied.
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Affordable Housing (25%, $12 million)

New Construction — The proposed plan sets aside $12 million towards the
construction of new affordable housing of which $5.8 million is for the development
of housing for extremely low-income households and $5.2 million for low-income
households. The funds will be used to support waitlisted developments from the
October 2023 NOFA. An additional $1.0 million will help catalyze projects that
target moderate-income households. This amount reflects a decrease of $23.6 million
that would otherwise be available to these spending categories in the 2024-2025 Base
Budget.

Homelessness Prevention and Rental Assistance (10%, $4.75 million)

Homelessness Prevention — $4.5 million will be dedicated towards homelessness
prevention activities. The goal of the Homelessness Prevention System is to expand
the ability of families with children to become quickly connected to prevention
services with multiple points of entry to keep them housed. The Homelessness
Prevention System identifies households at risk of experiencing homelessness and
provides client-centered services, including short-term rental subsidies, financial
assistance, and supportive services to help them regain stability. Measure E will fund
program personnel and financial support for at-risk San Jos¢ households.

Eviction Diversion and Settlement Program — $250,000 will be dedicated to the
City’s Eviction Diversion and Settlement Program. The purpose of the Eviction
Diversion and Settlement Program is to intervene in pending eviction court actions
based on non-payment of rent due to temporary financial impacts experienced by
tenants, in which the tenant households are able to pay rent going forward. In eligible
cases, the landlord receives payment for all or part of the unpaid rent and agrees to
dismiss the eviction action, and the tenant household remains stably housed.

The overall amount for this category is unchanged from the 2024-2025 Base Budget.

Homeless Support Programs including Shelter Construction and Operations (65%, $30.75
million)

First Street Interim Housing (Formerly the Surestay Hotel) — $3.0 million has
been set aside to support the maintenance and operations at First Street Interim
Housing. The program provides various support services to 58 households, including
meals, case management, life skills development, employment opportunities, housing
navigation, and linkages to other community resources. The funding will cover
expenses such as site maintenance to improve operational efficiency, utilities,
security, and services for clients.

Berryessa Supportive Parking — $1.7 million will pay for the annual lease of 1300
Berryessa Road, which is currently under development to host a supportive parking
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site. The project aims to provide a secure location with amenities and supportive
services for individuals living in recreational vehicles and cars.

Lived-In Vehicle Safe Parking Site — $1.0 million will be used to open one safe
parking site for residents of lived-in vehicles. As directed by City Council’s approval
of the Mayor’s March Budget Message for Fiscal Year 2024-2025, in contrast to the
Berryessa Supportive Parking Site, this new site will provide a minimally serviced,
controlled environment for lived-in vehicles to be safely parked off city streets.

City Outreach Team (Reactive) — $600,000 will fund a program that provides
reactive outreach services in response to concerns received from San José 311,
homelessness concerns hotline, or other sources, regarding an individual or
encampment.

Interim Housing Construction and Operations — $9.4 million will be allocated for
commitments to new interim housing construction and ongoing operations and
maintenance of existing interim housing to improve operational efficiencies, which
includes $2.4 million of the existing allocation and $7.0 million of additional funding.
As described in the 2024-2025 City Manager’s Budget Request and 2025-2029 Five-
Year Forecast, the General Fund Base Budget includes $25 million of ongoing
resources to support this portfolio in 2024-2025, an amount that increases to $40
million in 2025-2026. This action would reallocate $7 million of this cost from the
General Fund to Measure E resources in 2024-2025 and $10.5 million in 2025-2026.

Stormwater Permit Compliance Implementation — $15.0 million will be necessary
in 2024-2025 to comply with Stormwater Permit requirements which involves
preventing and removing discharges associated with people experiencing unsheltered
homelessness and relocating individuals away from waterways. This amount
decreases to $10.2 million in 2025-2026.

o Safe or Alternative Sleeping Sites — $10.0 million will be allocated towards
developing sleeping sites for an initial estimate of up approximately 500
unsheltered community members that are currently in encampments along
waterways. While the scope and operational model of these sites are under
development, the identified goal is to move these unsheltered community
members to a managed environment within a tent or other minimal temporary
shelter. ($5.0 million assumed in 2025-2026)

o Qutreach, Sanitation, and other Support Services — $3.6 million will be
allocated to providing sanitation services to encampments, as well as count of
homeless residents, along the waterways. Outreach and other support services
will be dedicated towards meeting the basic needs of residents along the
waterways and conduct housing assessments to refer and place individuals
into shelter and housing opportunities. ($3.5 million assumed in 2025-2026)
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o Recreational Vehicle (RV) Pollution Prevention Program — $1.4 million will
be allocated towards the RV Pollution Prevention Program which provides
waste disposal services to residents of RVs and lived-in vehicles so that waste
from vehicles is prevented from entering into the storm drains and waterways.
($1.7 million assumed in 2025-2026)

The overall amount for this category is $23.6 million higher than the amount included
in the 2024-2025 Base Budget.

Program Administration ($2.5 million)

¢ Program Administration — $2.5 million is programed towards administration costs.
This cost covers personnel and outside costs that support the initiatives within the
Measure E spending plan.

The overall amount for this category is unchanged from the 2024-2025 Base Budget.
Interim Housing Funding

At the beginning of the 2024-2025 budget development process, March 1, 2024, the
Administration released a five-year forecast of revenues and costs associated with the City’s
interim housing portfolio®. Previously provided as an MBA later in the budget process, this
earlier forecast provided a level of knowledge regarding the budgetary impact of the work the
City has undertaken to reduce unsheltered homelessness, with ongoing costs projected to range
from $70 million to $80 million, and with an estimated General Fund contribution of $70 million
preliminarily estimated for 2028-2029. While no new information is available yet to
substantially change this forecast, ongoing operating costs will likely be revised as bids for new
operating contracts are received and evaluated, and as operating models are refined. The
ongoing costs related to the transition of unsheltered homeless out of the waterways will also
impact the forecast in future years.

The Administration considers as standing direction from the City Council the continued need to
aggressively pursue other funding sources to support the work related to unhoused individuals
experiencing homelessness and preserve resources to develop new affordable housing (see
Attachment A for the waitlist of affordable housing projects from the most recent Notice of
Funding Availability). Additional revenue will also be necessary to continue support of overall
City operations alongside the continued cost pressures of supporting unhoused residents
experiencing homelessness. The 2024-2025 Proposed Operating Budget, MBA #27, and MBA
#10, Exploring Options for Additional Revenue®, all document the commitment to this pursuit.
The Administration will continue to provide the City Council updates as new information is
received.

3 See the 20242-2025 City Manager’s Budget Request and 2025-2029 Five-Year Forecast and Revenue Projections,
Appendix C: https://www.sanjoseca.gov/home/showpublisheddocument/109516/638448985456570000
4 MBA #10: https://www.sanjoseca.gov/home/showpublisheddocument/112014/638518872821730000



https://www.sanjoseca.gov/home/showpublisheddocument/109516/638448985456570000
https://www.sanjoseca.gov/home/showpublisheddocument/112014/638518872821730000
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COORDINATION

This memorandum has been coordinated with the City Attorney’s Office.

/s/
ERIK L. SOLIVAN JIM SHANNON
Director, Housing Department Budget Director

Attachment A: Waitlisted 2023 NOFA Developments



Project Name

Attachment A: Waitlisted 2023 NOFA Developments
NOFA Applications on Waitlist

Site Address

Developer o]

# of

# of Supportive

Total Cost

NOFA Funds

2920-2928 Alum Rock

District

Homes

Housing

Requested

Alum Rock East Avenue, San Jose, CA Charities Housing 5 63 13 $46,485,033 $9,300,000
675 E. Santa Clara St, San

gass Santa Clara Jose, CA Eden Housing 3 64 0 §51,148,031 |  $9,600,000

- 1390 S. Winchester Blvd,

g‘r':ft'xsfg) Blvd Apts | Jose. CA Charities Housing 1 101 55 $82,200,957 | $14,850,000
501 S. Almaden Avenue, Satellite Affordable

501 Almaden San Jose, CA Housing Associates 3 53 13 $42,065,011 $7,800,000
1565 Mabury Road, San )

Berryessa Apartments | jose CA Affirmed Housing 4 195 94 $155,852,122 $12,500,000

Casa De Novo 2188 The Alameda, San Abode Housing

Community Apts Jose, CA Development 6 59 29 §57,693,517 $8,700,000

E. Santa Clara St 675 E. Santa Clara St, San Core Affordable

Leviege Dol A Jose, CA Housing, LLC 3 114 0 $99,154,055 $16,950,000

. . E. Capitol & Narvaez Ave, _ )

VTA Capitol Station | san Jose, CA 95136 MidPen Housing 2 203 51 $171,212,936 $20,250,000

Milestone Senior Arts 934-948 East Santa Clara Milestone Housing

C St, San Jose, CA Group, LLC / Abode 3 103 52 $69,095,948 $15,000,000

olony .
Housing Development

520-544 W. Alma Ave, San Resources for

520-544 W. Alma Ave | Jose, CA Community 6 91 18 $74,376,876 $13,650,000

Development

1999 Camden Avenue, San .

Camden Place Jose, CA Abode Communities 9 90 23 $88,924,088 $13,500,000
259 Meridian Avenue, San Milestone Housing

259 Meridian Family | Jose, CA Group, LLC/ 39

Apartments Affordable Housing 6 154 $101,836,886 $18,000,000

Access, Inc.
The Gardens at 2315 Canoas Garden, San Sand Hill Property
Cathedral of Faith Jose, CA Company 9 237 48 $160,141,662 $47,400,000
Totals 1527 $207,500,000
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