[image: image1.png]CSH




California
Capital Funding Sources
for Permanent Supportive Housing
Corporation for Supportive Housing

June, 2007

csh.org

STATE OF CALIFORNIA

Various State of California Departments oversee and administer the following programs.  To get additional details and to confirm dates, it is best to check the website for the funding source you are researching.
Governor’s Homeless Initiative
Contacts 
MHP Program Staff: 916-323-3178.

&

CalHFA: 916-322-0385.

Phones:
Mental Health Services Act (MHSA): Mike Oprendek at 916-653-3693.

Web:

http://www.hcd.ca.gov/fa/mhp/
The Governor’s Homeless Initiative is an interagency effort administered jointly among the Department of Housing & Community Development, CalHFA, and the Department of Mental Health.

This Initiative integrates three funding programs in its effort to reduce homelessness. The foundation of the initiative is $37,000,000 in Multifamily Housing Program (MHP) funds being set aside for permanent development financing throughout the State.  Announced in November 2005, five applications have been approved for funding throughout the State.  

The MHP monies are for financing of housing for persons with severe mental illness who are chronically homeless.  In addition to the MHP funds, construction, bridge and permanent financing are available from the California Housing Finance Agency (CalHFA).  Projects requesting funding from CalHFA must comply with their underwriting criteria for supportive housing projects.  The third funding stream, $2,000,000 is provided from the State’s share of Mental Health Services Act funds.  The base per unit loan limits were increased from $30,000 to $60,000 for those units serving target populations and not receiving 9% low income housing tax credits.  Though funds are available throughout the State, a reasonable geographic distribution of funds is an objective of the Initiative.   The application period has been extended until funds are exhausted.  There is approximately $19,000,000 available.   Applications are being accepted until the funds are used.  
	A Loan Limits Worksheet is included in the Application.
	
	

	
	
	
	
	
	
	
	

	For Projects Without 9 Percent Tax Credits, the Following Rules Apply:
	

	
	
	
	
	
	
	
	

	When calculating loan amounts for Target population units, 
	
	

	add $30,000 to the traditional loan limits in the Loan Limits Chart, 
	

	regardless of location.
	
	
	
	
	

	For Southern California Counties:  When calculating loan amounts
	

	for Non-target population units, add $15,000 to the traditional loan   
	

	limits in the Loan Limits Chart.
	
	
	
	
	

	
	
	
	
	
	
	
	

	For Projects With 9 Percent Tax Credits, the Following Rules Apply:
	
	

	The target population units will receive the loan limits indicated on  
	

	the Loan Limits Chart regardless of  location. 
	
	
	

	The non-target population units will receive no loan award 
	
	

	regardless of  location.  
	
	
	
	
	


Mental Health Services Act (MHSA)Housing Program
Contact:
Jean Laciste, Chief, MHSA & Special Projects (MHSA Questions)
Phone:

916-654-3529
Contact:
Edwin Gipson, Chief Multifamily Programs (CalHFA Questions)

Phone:

310-342-6899

Web:

http://www.dmh.ca.gov
This program is being administered by CalHFA under an interagency agreement between the CalHFA and the Department of Mental Health.

There will be up to $75,000,000 of Mental Health Services Act funds available annually throughout the State of California for twenty years to create permanent supportive housing to serve mentally ill individuals and their families who are homeless or at risk of homelessness.  These funds can be used to finance the capital costs associated with development, acquisition, construction and/or rehabilitation of permanent supportive housing.  In addition, funds can be used for operating subsidies for those projects getting an award of capital funding.  The long term goal is the creation of 10,000 permanent supportive housing units.   Notices of funding availability are expected to be made in June 2007. 
Some operation principles that will be incorporated into the final guidelines are:
1. There will be geographic allocation to ensure fair share distribution. 
2. Leveraging other funding sources will be strongly encouraged to maximize these resources.  
3. Funding must be restricted to households earning 50% or less of county median income; but developers are encouraged to restrict funds to those earning 30% or less.  

4. Counties will be required to commit MHSA funds to assist in operating the housing and providing necessary services to only those units restricted to serve MHSA populations. Only those applicants who can demonstrate that they have not been able to obtain operating subsidies elsewhere would be eligible to receive MHSA operating subsidies.  
5. Supportive Service Plans appropriate for the target population will be required. Counties will review and approve Service Plans for adequacy prior to forwarding them to CalHFA for underwriting. Supportive service plans must show how services will maximize housing stability for the target population.
6. The Department of Mental Health will verify the completeness of the plans. 
7. CalHFA will conduct the project financial review. 
8. Funds can be used with either 4% or 9% tax credits. 
9. Funds can be used in tandem with other CalHFA products as long as the overall project meets the requirements of the CalHFA product funding stream.

The MHSA Housing Program will fund a maximum of $100,000 per targeted unit in a Rental Housing Development.  The Program will fund all of the costs of a Shared Housing unit up to $100,000 per bedroom provided that each bedroom is restricted for rental to a tenant who meets the MHSA target population definition.
Department of Housing & Community Development

Predevelopment Loan Program (PDLP)

Agency Contact:
Lorraine French

Phone:


(916) 445-0877

Web:


http://www.hcd.ca.gov/fa/pdlp/
This program is administered by the Department of Housing & Community Development.
Under this program, predevelopment costs, including acquisition are eligible activities for funding.  Loans are for up to two years and are loaned at 3% simple interest.  The amount of the loan may vary, though the maximum for purposes other than site control is $100,000.  
Generally, maximum loan units would not apply since this program provides a small portion of costs and would be well below the required maximum loan ceiling per unit.

Department of Housing & Community Development

Multifamily Housing Program (MHP)

Agency Contact:
Kim Losoya or Diane Snyder
Phone:


(916) 449-5607  or  (916) 324-6756
Web:


http://www.hcd.ca.gov/fa/mhp
The General Pool, Supportive Housing and Homeless Youth programs are all administered by the Department of Housing and Community Development. 
A.
General Pool

The Multifamily Housing Program is a Statewide program designed to assist with the development of permanent and transitional rental housing.  Through the General Pool, $345 million has been made available with Proposition 1C funds.   The Program is legislatively mandated to ensure a reasonable geographic distribution of funds.  Local public entities, non-profit organizations, for-profit entities, limited equity cooperatives, limited partnerships, individuals, Indian reservations, and rancherias are eligible to apply for funding. Besides the development of housing units, MHP funds can be used to develop facilities for child care, after school care and social services linked to assisted housing units.  Refinancing to retain affordable rents, property acquisition, onsite and offsite improvements, development fees, consulting costs and capitalized reserves are all eligible items for funding.  Though these are all eligible items, MHP funds only are provided for post construction permanent financing.  Loans are for 55 years with .42% annual interest payments due for the first 25 years with an interest rate reset in year 30.  The lower the income of the population served, the greater the capital subsidy that can be awarded.  On January 25, 2007, a NOFA was released by MHP for $70 million.  Applications for this current funding round are due on October 11.  There are generally two funding rounds per year.
	 
	 
	MHP GENERAL FUND POOL
	 
	 

	Area Median 
	
	
	
	
	 

	Income
	 
	Efficiency
	1 BR
	2 BR
	3 BR
	4+ BR

	60%
	 
	$45,000
	$45,000
	$45,000
	$45,000
	$45,000

	55%
	 
	$53,787
	$54,363
	$56,236
	$57,964
	$59,549

	50%
	 
	$62,430
	$63,726
	$67,471
	$70,929
	$73,954

	45%
	 
	$71,217
	$73,089
	$78,707
	$83,893
	$88,502

	40%
	 
	$79,859
	$82,452
	$89,943
	$96,857
	$102,907

	35%
	MHP A
	$88,646
	$91,815
	$101,178
	$109,821
	$117,456

	30%
	MHP B
	$97,433
	$101,178
	$112,414
	$122,786
	$131,861

	25%
	MHP C
	$106,076
	$110,542
	$123,650
	$135,750
	$146,409


The Maximum Loan amount for the General Fund Pool is $10,000,000.
Multifamily Housing Program (MHP-SH)

Agency Contact:
Mike Greenlaw

Phone:


(916) 327-3630

Web:


http://www.hcd.ca.gov/fa/mhp
B.
Supportive Housing Pool

Through Proposition 1C, $195 million has been allocated to this pool of funds.  The current NOFA was issued in January 2007 for $37 million with about $10 million of additional remaining funds from Proposition 46. The process is an over-the-counter one with applications being accepted until December 3, 2007 or until such time before December 3, 2007 that the Department has received what it determines to be a sufficient amount of applications to reasonably use the original NOFA funding amount.

Project development costs for new construction, rehabilitation, or conversion are eligible expenses, though funds can be used only for permanent financing.  Projects must include supportive housing units equal to the greater of 5 or 35% of total project units.  Supportive housing units mean permanent housing units linked to services where occupancy is restricted to households that are both homeless or at risk of homelessness and include a disabled adult.  A formal supportive services project plan must be submitted as part of the application.  Projects serving the homeless are eligible for a higher loan amount;  or the ability to use the MHP funding as leverage with 9% tax credit applications.  There will be an attempt to award at least 45% of the funds to Southern California.  MHP is piloting a new universal application that will be used by other state administered programs.  

The Maximum Loan amount for the Supportive Housing Pool is $8,000,000.  In Southern California, base loan amounts can be increased by $65,000 per unit above the amount shown in the General Pool.  For projects with at least 35% of the total units reserved for the homeless, base loan amounts can be increased by $80,000 above the amount shown in the General Pool.

Multifamily Housing Program (MHP)
Agency Contact:
Mike Greenlaw

Phone:


(916) 327-3630

Web:


http://www.hcd.ca.gov/fa/mhp
C.
Homeless Youth Supportive Housing Pool

Through Proposition 1C, $50 million has been made available in this category.  An over-the-counter application process for these funds was announced on January 31.  Funds can be applied for through October 30, 2007 (or until funds are exhausted).  Projects must contain at least 5 housing units (rooms in single family houses or apartments do not count as units).  Projects must include new construction, rehabilitation or conversion, and development costs are eligible.  The target population is individuals between the ages of 18-24 who are homeless, at-risk of homelessness, or have aged out of the foster care system; have run away from home or a person less than 18 who is emancipated and homeless or at risk of homelessness.  

The maximum loan per project is $5,000,000. The maximum loan amount per Homeless Youth Unit is a function of unit size, location, and affordability level. The per-unit maximum is calculated by adding a base amount to an amount intended to compensate for debt service payment capacity lost as a result of rent restrictions.  The base loan amounts under this NOFA will be:   

· In Southern California, $80,000 for units in projects not receiving 9 percent tax credits, and $65,000 for units in projects receiving 9 percent tax credits.

· In Northern California, $65,000 for units in projects not receiving 9 percent tax credits, and $50,000 for units in projects receiving 9 percent tax credits.

Tables listing per-unit loan limits and targeted income limits and rents will be posted on the Department’s website.  

CALIFORNIA HOUSING FINANCE AGENCY
The Agency was created to serve as the State’s affordable housing bank in 1975.  The Agency has a full spectrum of its lending products available on its website.  These other programs can be used in combination with the programs listed below.  In addition to the program requirements being detailed, document checklists are available on the site.

Agency Contact:
Kathy Weremiuk
Phone:


(310) 342-1256
Web:


http://www.calhfa.ca.gov/index.html
Both  programs below are administered by the California Housing Finance Agency, and the agency will also administer the financial components for the MHSA program.
California Housing Finance Agency (CalHFA)

Special Needs Financing Program

The CalHFA Special Needs Financing Program offers low interest rate financing for the development of rental housing to serve special needs tenants requiring an array of supportive services to live independently.  Funds are available to non-profit and public agency sponsors, and must be used for the real estate development aspect of the project.  Funds from other government entities are encouraged to leverage the CalHFA funds and ensure project feasibility, and these loans must be subordinated.  At least 35% of the units must be restricted to special needs households; and if 60% or 100% of the units are restricted, projects may receive reduced interest rates lower than the rate at which CalHFA is lending for other programs.  Rates are fixed, fully amortizing with 5 to 30 year terms.  The project must meet CalHFA project design and underwriting standards.  An application fee of $500 and an origination fee of 1% of the requested loan amount are required.  

California Housing Finance Agency (CalHFA)

Housing Enabled by Local Partnerships (HELP) Program

Agency Contact:
Amanda Rose
Phone:


(916) 445-9313
Web:


http://www.calhfa.ca.gov/index.html
The HELP Program offers to local government entities (Cities, Counties, Housing Authorities, and Redevelopment Agencies) twice annually an opportunity to apply for funds to increase housing opportunities consistent with their housing priorities.  Funds are loaned at 3.5% simple interest. Principal and interest payments are deferred for ten years at which time the funds are due.  The amount available varies annually, but the current round has 7.5 million dollars available throughout the State.  Amounts available vary.  The maximum an entity could request in the most recent funding round was $1,500,000. Shelters and group home projects as well as other housing to meet special needs are eligible.  

Maximum loan limits would depend upon the programs being used in conjunction with CalHFA.  It is necessary to verify maximum loan limits.  
Mental Health Services Act (MHSA)

CalHFA will be doing all financial reviews and underwriting of proposals for funding submitted under the Mental Health Services Act (MHSA) (see page 3).

CALIFORNIA TAX CREDIT ALLOCATION COMMITTEE PROGRAMS (TCAC)

Federal 9% & 4% & State Tax Credit Programs

Agency Contact:
Ed Johnson
Phone:


(916) 654-5882
Web:


http://www.treasurer.ca.gov/ctcac/
The federal and state tax credit programs are under the administration of a seven member appointed committee.
There are two federal tax programs administered by this Committee; the 9% and 4% federal tax credit program.  In addition, there is also a State of California tax credit program.  To be eligible for State Tax Credits, a project must first be awarded tax credits under the 9% or 4% federal tax credit program.  The 9%  Federal Tax Credits available are a little more than $71,000,000 at this time.  The State Tax Credit cap is $70,000,000. 

The Federal program was created in 1986.  Rent and income restrictions apply.  Rents are capped at 30% of the household income and units must be restricted so that at least 40% of the units must be occupied by households are 60% or less of the area median gross income; or 20% of the units are occupied by households with incomes 50% or less than the area median.  There is a maximum dollar amount of credits allowed per project based on HUD 221d3 formula calculations which are annually revised.  The amount of credits awarded are only sufficient to fill the project gap and are calculated on the total development cost of which only some items are considered, “eligible basis”, that is deemed eligible for an award of tax credits.  Project rent reserves are not eligible, nor are land costs, permanent financing or marketing costs.   The 9% program allows an investor to buy twice as many credits and consequently invest twice as much money as does the 4% program; however the 9% program is extremely competitive.  There is an apportionment of funds geographically and an attempt is made each round to allocate 20% of the total funds available for special needs, at-risk, or single-room occupancy units.    Homelessness is both one of the special needs categories and also has a separate pool of money set-aside for projects serving the homeless.  Application periods for 2007 have passed, and TCAC has not yet announced dates for 2008 applications.
The 4% program can be used with CDLAC tax exempt bonds whereas the 9% can not be.  The 4% tax credits are generally awarded as a matter of right for those applicants who compete successfully in the CDLAC review process outlined below.  
	TCAC LOAN CEILING
	 

	 
	 
	UNIT SIZE
	221 D 3 LIMITS 9/05

	SUBSIDY LIMITS
	STUDIO
	 $                                       111,041.0 

	 
	
	1 BR
	 $                                       127,286.0 

	 
	
	2 BR
	 $                                       154,781.0 

	 
	
	3 BR
	 $                                       200,232.0 

	 
	
	4 BR
	 $                                       219,794.0 

	THE  TCAC SUBSIDY IS FIXED BY UNIT SIZE.


The TCAC loan ceiling is set in accordance with the HUD 221d3 program guidelines.  This amount changes regularly, and is different for elevator and non-elevator buildings, so the 221d3 guidelines need to be consulted.  The TCAC subsidy is fixed by unit size; however, there are several variables that need to be considered in determining the maximum subsidy that would be requested in order to ensure scoring the maximum number of points for the application.  It is necessary to review the TCAC guidelines to determine the appropriate size.
California Debt Limit Advisory Committee (CDLAC)

Qualified Residential Rental Projects

Agency Contact:
Misti Armstrong
Phone:


(916) 653-3461
The California Debt Limit Allocation Committee (CDLAC), a three-member body comprised of the State Treasurer as Chair, the Governor, and the State Controller; was created in response to the 1984 Tax Reform Act to allocate the state’s bond ceiling.
The California Debt Limit Advisory Committee (CDLAC) is responsible for establishing procedures and allocating the annual debt ceiling which is done through a series of funding pools, including a general pool which has more than 50% of the units designated as restricted rental units and a mixed income pool having 50% or less of the units designated as restricted rental units. The current State ceiling for issuing bonds is $2.9 billion. Public agencies or joint powers authorities (JPA) may file an application.  Private and non-profit developers may apply for funding through one of the recognized public bodies.  For instance, in Los Angeles in the last funding round, applications and awards were made to the City of Los Angeles, the County of Los Angeles and the Community Redevelopment Agency of Los Angeles.  Applications are ranked according to points specified for categories in the application.  The California Tax Credit Allocation Committee (TCAC) has 4% tax credits reserved for projects which receive a CDLAC allocation and meet the TCAC requirements. An application fee is required.  Applications in 2007 are accepted at any time.  

The TCAC Maximum per unit subsidy guidelines noted above apply the CDLAC program.  
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