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Background

The Governor’s Homeless Initiative is an interagency effort aimed at reducing homelessness.  It includes the creation of a coordinating council and financial assistance for the development of permanent supportive housing for persons with severe mental illness who are homeless.  The financial assistance component of the initiative is a joint project of the Department of Housing and Community Development (HCD), the California Housing Finance Agency (CalHFA), and the Department of Mental Health (DMH).

Proposal

This proposal offers an opportunity for state and local governments to work across silos, improving the effectiveness of public programs.  It would make a coordinated investment in supportive housing, with a minimum new investment of General Fund dollars, that would result in savings to other systems.  

Specifically, by creating a housing finance model that ties together CalHFA debt financing, tax credits, capital subsidies (Proposition 46) and Mental Health Services Act (MHSA) funds in order to encourage development of small projects that target chronically homeless individuals with serious mental illness.  The development finance side of the application process should be as simple as possible to accommodate smaller sponsors experienced with the severely mentally ill (SMI) population but with less extensive background in housing development and more limited financial resources.  To accomplish this, the model will feature a non-traditional centralized loan approval process under which Proposition 46 and CalHFA funding will be approved jointly.  A single review panel that includes CalHFA, HCD and DMH will approve the loan request.  County mental health departments will have to make a long-term commitment of MHSA funds to a project as a condition of funding approval.  

An important component of the proposal is the involvement of county mental health departments.  These local agencies will drive much of the assessment and identification of the populations most in need of this type of housing.  This close attention to assessment of local needs coupled with committed service dollars will result in more effective utilization of State funds.

The projects will be small (generally 20 to 30 units) and will be targeted to homeless individuals with severe mental illness.  Developers that wish to serve these individuals currently have difficulty obtaining available funding due to extensive leveraging requirements in combination with the extremely low income levels of their tenants.  Indeed, absent the structure proposed here, these projects and their respective tenants are unlikely to be funded.

Outcomes

It is anticipated that the Proposition 46 funds in conjunction with tax credits and locality funds, would be used to build approximately 400 - 500 new units of permanent housing.  Each unit would house at least one adult with SMI.  Each Proposition 46 dollar committed to this initiative will leverage $2-$2.50 in private investor capital and locality funding.  The MHSA funds will be used to pay for the cost of ongoing supportive services to ensure that tenants with SMI are able to live successfully in the community.

County mental health departments will be able to evaluate the effectiveness of the model using methods similar to those used in the AB 2034 program.   Appropriate outcomes to be measured might include frequency of homelessness, housing stability, hospitalization rates, emergency room usage, incarcerations, mental health functioning, and quality of life.  Precise measures are currently being developed by DMHthrough meetings with stakeholders.  Once the State and the county have determined which outcomes will be evaluated for a particular project, the county will collect the data and report results to DMH in the same way it currently reports such information for other programs. However, counties may also wish to report project outcome information to their local mental health boards, boards of supervisors and other mental health stakeholders.  Local officials and stakeholders could then use this information to assist them in assessing housing needs for mental health consumers and in identifying the best approaches to meeting those needs.

Resources

Resources available directly from the State under the Homeless Initiative include:

1. Approximately $40 million for developing housing (capital funding) under the Department of Housing and Community Development’s Multifamily Housing Program.

2. $3.15 million in State share MHSA funds for rent subsidies, predevelopment costs and “collaborative efforts to promote stable housing for homeless persons.”  

3. CalHFA development financing, on favorable terms.

These state-controlled funding sources are expected to be complemented by:

1. MHSA funds administered by county mental health departments.  These funds are needed for rent/operating subsidies as well as for services.

2. Local agency funding for housing development, to defray a portion of the capital costs, and as available, assistance with operating subsidies.

3. Investor equity from the sale of 4% tax credits.

4. Resources available under HUD’s Continuum of Care programs, to the extent that they are available.

Additional development funding under the ongoing MHP Supportive Housing program may also be available.

To streamline the process for allocating funds available directly from the State, the three State agencies will conduct a joint review of funding applications, using one set of application forms.   MHP funding will be subject to the regulations applicable to MHP Supportive Housing projects, with exceptions required to implement the Initiative.

