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MEMORANDUM
To: Affordable Housing Trust
From: Chris Cotter, Housing Director
Anna Dolmatch, Homeownership Program Manager
Date: August 2, 2023
RE: HomeBridge Program Changes

The HomeBridge program provides financial assistance for eligible applicants
to purchase homes on the open market. In exchange for this assistance,
buyers enter into an Affordable Housing Covenant and purchased homes
become part of the permanently affordable stock.

The HomeBridge program continues to have high demand. In recent months,
we have seen more applications submitted for HomeBridge than for the
Resale Pool. However, after several years of steady success in acquiring units,
the program has not seen a new unit acquisition since February.

There are several factors impacting the ability of approved buyers to
successfully purchase. Interest rate increases have reduced buyers’
purchasing power. In addition, market supply continues to be constrained.

The HomeBridge program is an important part of meeting the City’s goal of
expanding affordable homeownership opportunities. The program provides
both an opportunity to purchase a home and creates permanently affordable
units in mixed-income, scattered-site buildings.

We recommend changes to HomeBridge to advance the following goals:

e Increase the supply of market homes that can be purchased with
HomeBridge;

e Increase the number of buyers who can use their HomeBridge award
to purchase a unit in the current market.

The maximum HomeBridge purchase price limits are based on an annual
review of sales of condos within a certain size range; in recent years, the
program limits have been further limited because the median sales prices,
including HomeBridge subsidy, would not be affordable to the target income
range. In many cases, HomeBridge buyers have been limited to units priced
well below the middle of the market.



The lack of available inventory has resulted in both fewer and less desirable units in the
program price range. Frequently, buyers are looking at units that do not meet program
criteria, may have a higher risk for significant rehab needs, or are just not functional for
a family. While we cannot address the market supply issue, increasing the program
market price limit will increase options for program participants.

The constraint on increasing the program price limits has been the impact on
affordability. Under the current program design, buyers earning less than 90% of AMI
are challenged to use the program to purchase. Increasing the prices alone would
significantly shrink the pool of buyers who would get an award that would be realistic in
the market. HomeBridge was developed as a middle-income program but has served
many buyers at or below 80% AMI. The goal is to maintain and expand the income range
of buyers who can use HomeBridge to purchase.

If prices are increased to better align with the current market, it will be very challenging
for buyers to purchase with HomeBridge without an increase in the subsidy ratio. The
program will likely be limited to buyers in the highest income tier purchasing less-
desirable units. We therefore recommend revising the subsidy ratios for HomeBridge
buyers. The current and proposed maximum percentages of the purchase price paid by
HomeBridge are:

Unit Size Current HomeBridge % Proposed HomeBridge %
1 Bedroom 40% 50%
2 Bedroom 45% 60%
3 Bedroom 50% 65%

Based on new maximum market price limits, the amount of HomeBridge subsidy at the
maximum prices and assistance would be:

Unit Size Max Price | HomeBridge % HomeBridge $ Affordable Price
1 Bedroom S 608,000 50% $304,000 $304,000
2 Bedroom S 819,000 60% $491,400 $327,600
3 Bedroom $1,100,000 65% $715,000 $385,000
This is a significant increase over current subsidy amounts:
Unit Size Current Current Proposed Proposed Increase
HomeBridge | HomeBridge | HomeBridge | HomeBridge
% Funding % Funding
1 Bedroom 40% $242,000 50% $304,000 $62,000
2 Bedroom 45% $348,750 60% $491,400 $142,650
3 Bedroom 50% $437,500 65% $715,000 $277,500




In the past three years, HomeBridge buyers received a total of close to $6.6MM in
subsidy. Using the same number of sales and unit sizes but applying the proposed ratio
and price limits, purchasing the same units at the maximum assistance would require
$11.7MM, an average increase of $1.7MM in subsidy per year. The amount of subsidy
each buyer receives will vary based on what each buyer can afford and each unit price.
Not all buyers qualify for the maximum assistance.

It is hard to predict how many buyers will purchase using HomeBridge in any year. High
interest rates and very limited supply may reduce purchases in the near term, or an
increase in subsidy amounts may lead to an increase in purchases. We do however
anticipate that an increase in subsidy will mean that additional funding will be needed
more frequently. The maximum amount of subsidy will change as the maximum prices
are reviewed and adjusted annually and will correspond with market changes.

One benefit of increased subsidy at purchase is a reduction in the base “affordable
price”, which is the price the buyer pays less the HomeBridge subsidy. Reducing the
prices at purchase will make units more affordable at resale, potentially reducing the
need for additional future Trust subsidy.

One concern with higher subsidy amounts and increased maximum prices is that buyers
might make offers at the maximum price limit to secure a home in a competitive
market, even if the unit asking price and value are well below that limit. While the
program has requirements for unit quality and condition, there are not currently any
restrictions on offering more than the asking price.

We also recommend the Trust modify the program terms to add a requirement that
approved buyers may not offer more than 10% over the listed asking price unless CDD
approves the offer in advance. With higher subsidy amounts, this requirement will
prevent buyers from inflating the cost of units using public funds. In addition, this will
enable CDD to prevent situations where multiple HomeBridge buyers are bidding on a
property and driving up the price.

Recommendation: We recommend the Trust approve the following changes to the
HomeBridge program:

1. Increase subsidy ratios to 50% for a one-bedroom; 60% for a two-bedroom; and
65% for a three-bedroom; and

2. Restrict offers using HomeBridge to no more than 10% over the listed asking
price, unless approved in advance by CDD staff.



