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Description/Analysis 

Issue Detail: Cosumnes House (Project) is a single family home acquired and 
rehabilitated by Mercy Properties California (Mercy) in 2001 utilizing a City HOME 
Investment Partnership (HOME) Loan under the Sacramento Housing and 
Redevelopment Agency (Agency) Supportive Housing Loan Program. The Project is 
located on approximately 0.41 acres at 7610 La Mancha Way in South Sacramento. 
The Project houses five formerly homeless women. Sacramento Self-Help Housing 
(SSHH) provides both property management and supportive services at the Project. 
The programs and supportive services at the Project are funded by grants from the 
United States Department of Housing and Urban Development (HUD) that are overseen 
by Sacramento Steps Forward (SSF). Minimal tenant rents and the SSF grants 
generate enough income to operate the Project, but not enough to repay the HOME 
Loan which matured on July 1, 2016. HOME regulations allow for loans to be forgiven 
once the period of affordability has been reached, and typically loans made to projects 
serving homeless individuals are forgiven. In this case the Project will remain in 
operation as affordable housing for the formerly homeless women.   

The Agency seeks approval to forgive Mercy’s outstanding loan balance. Mercy has 
addressed urgent physical needs at the property as consideration for the loan 
forgiveness and to facilitate the property transfer. Agency staff inspected the Project 
and found the house and grounds to be in good condition without immediate 
maintenance concerns. The major systems such as the roof, HVAC, and water heater 
all meet Agency standards with a remaining useful life of approximately 10 to 15 years. 
Once the loan is forgiven and the Regulatory Agreement is removed, the Project will be 
transferred to Housing Solutions, Inc. (HSI), a 501(c) 3 non-profit formed as an ancillary 
organization to SSHH. The transfer and forgiveness of the loan will allow the Project’s 
continued operation as affordable housing for formerly homeless women receiving 
supportive services. More information on the loan forgiveness, property transfer, and 
supportive services are provided as Attachment 2. HSI, who will acquire the property, 
lacks the financial resources to purchase the property for fair market value or assume 
the Agency debt as the property does not generate enough income to make loan 
payments. This is detailed in Attachment 3. 

Staff confirmed with SSF that the permanent supportive housing program at Cosumes 
House will continue to receive funding. The program is part of the “Friendship House 
Expansion” program, which is consistently one of the highest rated in the Continuum of 
Care’s annual Notice of Funding Availability process. Staff is confident that, following 
the forgiveness of the outstanding loan and release of the associated regulatory 
agreement, SSHH and HSI will continue to operate Cosumnes House as permanent 
supportive housing. 
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Policy Considerations: The recommended actions are consistent with the 2013-2021 
Housing Element, which encourages the preservation and rehabilitation of existing 
housing to ensure neighborhood livability and promote housing affordability (Resolution 
No. 2013-415).

Economic Impacts: Not applicable.

Environmental Considerations:

California Environmental Quality Act (CEQA): The recommended action, loan 
forgiveness, is not a project under CEQA as defined in CEQA Guidelines, section 
15378(b)(4), as it does not involve any action or commitment to any specific 
project which may result in a potentially significant physical impact in the 
environment. This activity is also not a project under CEQA Guidelines section 
15378(b)(5) because organizational or administrative activities of government 
such as forgiving a loan will not result in direct or indirect physical changes to the 
environment.

Sustainability Considerations: The Project has been reviewed for consistency 
with the 2035 General Plan. If approved, the project will advance the following 
goal and policy that will directly or indirectly conserve energy resources and 
reduce greenhouse gas emissions, in part, from the 2035 General Plan: Housing 
Element – Strategies and Policies for Conserving Energy Resources – Climate 
Action Plan, subsection 7.2: The Sacramento Climate Action Plan (CAP) outlines 
measures to improve energy efficiency in existing buildings.

Other: The recommended transfer of property is exempt under the National 
Environmental Policy Act (NEPA) under 24 DFR 58.34(a)(3) administrative and 
management services.

Commission Action: At its anticipated that, at its meeting of July 20, 2016, the 
Sacramento Housing and Redevelopment Commission will approve the staff 
recommendation for this item. Staff will notify the Council in the event this does not 
occur. 

Rationale for Recommendation: The actions recommended in this report enable the 
Agency to continue to fulfill its mission to provide a range of affordable housing 
opportunities as outlined in the City of Sacramento’s 2013-2021 Housing Element. The 
actions recommended will enable the Agency to remove a non-performing loan while 
ensuring that the asset will remain affordable permanent supportive housing for formerly 
homeless individuals. 
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Financial Considerations: The HOME Loan has a principal balance of $262,025. This report 
recommends forgiveness of this loan.  

LBE/M/WBE/Section 3 and First Source Considerations: Minority and Women’s Business 
Enterprise (M/WBE) requirements will be applied to all activities to the extent required by 
federal funding to maintain that federal funding. Section 3 requirements will be applied to the 
extent applicable. First Source Program is not applicable to this report.  Local Business 
Enterprise (LBE) does not apply to this report. 
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Cosumnes House
Background Information

Description: Mercy Properties California (Mercy) seeks forgiveness of an Agency HOME 
loan originally made for the acquisition and rehabilitation of a single family home located 
at 7610 La Mancha Way, known as Cosumnes House (Project). Mercy is requesting 
forgiveness of the remaining principal balance of approximately $262,025. Once the 
loan is forgiven, the existing Regulatory Agreement will be released and Mercy will sell 
the property for $1.00 to Housing Solutions, Inc. (HSI), an ancillary of the existing 
property management and supportive services provider, Sacramento Self Help Housing 
(SSHH). The programs and services at the Project are funded by grants from HUD and 
are overseen by Sacramento Steps Forward (SSF). Use of these funds requires that 
SSHH and HSI continue to operate the Project as affordable, permanent supportive 
housing. The loan forgiveness and subsequent release of the Regulatory Agreement 
and transfer of property will ensure the property will continue operation as an affordable, 
permanent supportive housing program. 
 
Staff confirmed with SSF the continued funding of the SSHH permanent supportive 
housing program at Cosumnes House. The project is part of the “Friendship Housing 
Expansion” program which is consistently one of the highest rated in the Continuum of 
Care’s annual Notice of Funding Available process. Staff is confident that following the 
forgiveness of the outstanding loan and release of the associated regulatory agreement, 
SSHH and HSI will continue to operate Cosumnes House as permanent supportive 
housing. 

The original HOME loan was made in 2001 under the Sacramento Housing and 
Redevelopment Agency’s (Agency) Supportive Housing Loan Program. Under this 
program, funds were to be used to provide housing for residents actively involved in 
supportive services programs. The loan was made at 0% interest and no payments 
were required or made over the term of the loan. This loan matured on July 1, 2016, but 
the Agency did not demand repayment so as to allow time for the City Council to forgive 
the loan. The existing HOME Regulatory Agreement has a 15-year term which would 
have expired on June 8, 2016, but the loan repayment date is a later date of July 1, 
2016. HOME regulations do not require repayment of funds if the period of affordability 
has been met. Accordingly, there are no statutory provisions that prohibit forgiving debt. 
The loan cannot be assumed, there is no term left to be fulfilled, and the required period 
of affordability has been achieved. Typically loans made to projects serving homeless 
individuals are forgiven once the period of affordability is reached.

The Project is a 2,700 square foot single family home with five bedrooms and two and 
one-half bathrooms. There is a bonus room attached to the garage that is used as office 
space. When Mercy initially acquired the Project in 2001, they completed a substantial 
rehabilitation to the property including: installation of a new roof, HVAC system, 
Americans with Disabilities Act (ADA) compliance, new windows and appliances, and 
painting the exterior and interior. The property remains in fairly good condition. Prior to 
the loan forgiveness, release of the Regulatory Agreement and property transfer to HSI, 
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Attachment 3

5

Mercy has addressed the most urgent physical needs at the property. Mercy has 
replaced or upgraded electrical breakers, concrete walkway, exterior lighting, and water 
heater. Support posts have been removed or re-secured where necessary.  Window 
flashing throughout the exterior of the home has been re-caulked. The backyard fence 
has been repaired. In addition, as part of the property transfer, Mercy will provide HSI a 
$5,000 capital reserve account for the benefit of the property. 

Current Owner: Mercy is a private non-profit corporation dedicated to providing quality 
affordable housing with supportive programs to low-income persons in California. Mercy 
has been responsible for the construction of more than 124 multifamily rental properties 
with a total of more than 7,000 units. Their portfolio includes 18 properties in 
Sacramento County. Though Mercy has built and owned affordable single-family units in 
the past, single family homes no longer fit their property profile and thus they are 
seeking to transfer the property to HSI in order to continue the current usage and public 
benefit of the property.

Future Owner: HSI was set up as an ancillary organization to SSHH, to own real 
property intended to be used as transitional and permanent supportive housing for 
formerly homeless individuals or those at risk of homelessness. SSHH operates two 
permanent supportive housing programs funded by SSF, Friendship Housing and 
Friendship Community Housing. Both programs serve chronically homeless individuals 
in shared housing. The program at the Project provides housing and services for five 
formerly chronically homeless women. Through its Coordinated Entry system, SSF 
refers its most vulnerable, chronically homeless women to the program operated at the 
Project. Given that SSF supports these programs with funds from HUD and relies on the 
operation of the Project to house clients from its Coordinated Entry system, both HSI 
and SSHH will remain accountable to SSF for the operation and performance of the 
Project as permanent supportive housing.

Resident Services: Services will continue to be provided to residents by Sacramento 
Self Help Housing (SSHH), a non-profit that runs a number of housing and 
homelessness prevention programs throughout Sacramento. SSHH operates and 
provides services at 19 master-leased houses with 94 beds in Sacramento. The SSHH 
program employs a formerly homeless woman as an on-site house leader. Additionally, 
case managers visit the house weekly and work with residents to develop a service 
plan, including addressing alcohol and drug dependencies, medical needs, legal issues, 
mental health concerns, financial barriers and rebuilding relationships. Maintaining 
stable housing is also central to the program. All five women currently living at 
Cosumnes House are extremely low-income. They pay 30 percent of their income 
towards rent. The remaining portion of the rent is covered by SSF grants. 

Property Management:  The Project will continue to be managed by SSHH, which has 
managed the property as permanent supportive housing for formerly homeless women 
since 2007. Given SSHH’s history as a successful property management and resident 
supportive services provider in the Sacramento Continuum of Care, staff has found that 
its management plan meets the Agency requirements. 
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Annual 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Income Increase Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15

Tenant Rent 2.50% $13,920 $14,268 $14,625 $14,990 $15,365 $15,749 $16,143 $16,547 $16,960 $17,384 $17,819 $18,264 $18,721 $19,189 $19,669
SSF Subsidy 3.50% $10,080 $10,433 $10,798 $11,176 $11,567 $11,972 $12,391 $12,825 $13,273 $13,738 $14,219 $14,716 $15,232 $15,765 $16,316
Effective Gross Income $24,000 $24,701 $25,423 $26,166 $26,932 $27,721 $28,534 $29,371 $30,234 $31,122 $32,038 $32,981 $33,952 $34,954 $35,985

Operating Expenses
Operating Expenses 3.00% $18,940 $19,508 $20,093 $20,696 $21,317 $21,957 $22,615 $23,294 $23,993 $24,712 $25,454 $26,217 $27,004 $27,814 $28,648
Assessments 2.00% $500 $510 $520 $531 $541 $552 $563 $574 $586 $598 $609 $622 $634 $647 $660
Property Management 3.00% $2,400 $2,472 $2,546 $2,623 $2,701 $2,782 $2,866 $2,952 $3,040 $3,131 $3,225 $3,322 $3,422 $3,524 $3,630
Resident Services 2.00% $2,160 $2,203 $2,247 $2,292 $2,338 $2,385 $2,433 $2,481 $2,531 $2,581 $2,633 $2,686 $2,739 $2,794 $2,850
Total Expenses $24,000 $24,693 $25,407 $26,142 $26,898 $27,676 $28,477 $29,301 $30,149 $31,023 $31,922 $32,847 $33,799 $34,780 $35,788

Net Operating Income $0 $7 $16 $25 $34 $45 $57 $70 $84 $99 $116 $134 $153 $174 $197
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RESOLUTION NO. 2016 - 

Adopted by the Sacramento City Council

on date of

COSUMNES HOUSE: APPROVAL OF LOAN FORGIVENESS OF $262,025 IN CITY 
HOME INVESTMENT PARTNERSHIP (HOME) FUNDS; RELEASE OF HOME 

REGULATORY AGREEMENT; AND ENVIRONMENTAL FINDINGS

BACKGROUND

A. Mercy Properties California (Mercy) currently owns and operates a single family 
home known as Cosumnes House (Project) to house formerly homeless women.  
Mercy acquired the Project in 2001 utilizing a Sacramento Housing and 
Redevelopment Agency (Agency) HOME Loan (Loan). Minimal tenant rents and 
grants from Sacramento Steps Forward (SSF) generate enough income to 
operate the Project, but not enough to repay the HOME loan that matured on 
July 1, 2016. Mercy seeks forgiveness of this Loan which has a current principal 
balance of $262,025 in order to allow for the Project to be transferred to another 
entity to retain the affordable housing program.  The Loan was made at 0% 
interest and no payments were required or made over the term of the Loan. 

B. Upon forgiveness of said Loan, the current HOME Regulatory Agreement will be 
released. The Regulatory Agreement has a 15-year term, which also expired 
when the loan was to be repaid. The required HOME regulatory period has  
expired.

C. The recommended action, loan forgiveness, is not a project under the California 
Environmental Quality Act (CEQA) as defined in CEQA Guidelines, section 
15378(b)(4), as it does not involve any action or commitment to any specific 
project which may result in a potentially significant physical impact in the 
environment. This activity is also not a project under CEQA Guidelines, section 
15378(b)(5) because organization or administrative activities of government such 
as forgiving a loan program will not result in direct or indirect physical changes in 
the environment.

D. The recommended action is exempt under the National Environmental Policy Act 
(NEPA) under 24 DFR 58.34(a)(3) - administrative and management services. 

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. All of the evidence having been duly considered, the facts as presented 
and stated above, including the environmental facts and findings, are 
found to be true and correct and are hereby adopted.

Section 2. The Agency is authorized to forgive Mercy from having to pay the 
outstanding loan balance of $262,025 in HOME funds 
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Section 3. The Agency is authorized to enter into and execute documents, as 
approved to form by Agency Counsel, and perform actions necessary to 
fulfill the intent of forgiving the loan and releasing the associated 
Regulatory Agreement. 
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RESOLUTION NO. 2016 - 

Adopted by the Housing Authority of the City of Sacramento

on date of

COSUMNES HOUSE: APPROVAL OF LOAN FORGIVENESS OF $262,025 IN CITY 
HOME INVESTMENT PARTNERSHIP (HOME) FUNDS; RELEASE OF HOME 

REGULATORY AGREEMENT; AND ENVIRONMENTAL FINDINGS

BACKGROUND

A. Mercy Properties California (Mercy) currently owns and operates a single family 
home known as Cosumnes House (Project) to house formerly homeless women. 
Mercy acquired the Project in 2001 utilizing a Sacramento Housing and 
Redevelopment Agency (Agency) HOME Loan (Loan). Minimal tenant rents and 
grants from Sacramento Steps Forward (SSF) generate enough income to 
operate the Project, but not enough to repay the HOME loan that was due July 1, 
2016. Mercy seeks forgiveness of this Loan which has a current principal balance 
of $262,025 in order to allow for the Project to be transferred to another entity to 
retain the affordable housing program. The Loan was made at 0% interest and 
no payments were required or made over the term of the Loan. 

B. Upon forgiveness of said Loan, the current HOME Regulatory Agreement will be 
released. The Regulatory Agreement has a 15-year term which expired when the 
loan was to be repaid. The required HOME regulatory period has expired.

C. The existing Project Loan, due to the funding source (City HOME funds) and 
related regulatory agreement, is a housing asset under California Health and 
Safety Code Section 34176.

D. On April 1, 2013, the California Department of Finance issued its final 
determination related to the Housing Asset Transfer assets. This final 
determination included this existing HOME loan.

E. The recommended action, loan forgiveness, is not a project under California 
Environmental Quality Act (CEQA) as defined in CEQA Guidelines, section 
15378(b)(4), as it does not involve any action or commitment to any specific 
project which may result in a potentially significant physical impact in the 
environment. This activity is also not a project under CEQA Guidelines, section 
15378(b)(5) because organizational or administrative activities of government 
such as forgiving a loan program will not result in direct or indirect physical 
changes in the environment.

F. The recommended action is Exempt under the National Environmental Policy Act 
(NEPA) under 24 DFR 58.34(a)(3) administrative and management services. 
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BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE HOUSING 
AUTHORITY OF THE CITY OF SACRAMENTO RESOLVES AS FOLLOWS:

Section 1. All of the evidence having been duly considered, the facts as presented 
and stated above, including the environmental facts and findings, are 
found to be true and correct and are hereby adopted.

Section 2. The Agency is authorized to forgive Mercy from having to pay the 
outstanding balance of $262,025 in HOME funds.

Section 3. The Agency is authorized to enter into and execute documents, as 
approved to form by Agency Counsel, and perform actions necessary to 
fulfill the intent of forgiving the loan and releasing the associated 
Regulatory Agreement.
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