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1. Summary and Proposed Timeline

On July 1, 2016, Governor Brown signed landmark legislation' enacting the No Place Like
Home (NPLH) Program to dedicate $2 billion in bond proceeds to invest in the development of
permanent supportive housing for persons who are living with a severe mental iliness (SMI) and
are in need of mental health and/or substance use services and are experiencing chronic
homelessness, or are at-risk of chronic homelessness, or homelessness. The bonds are repaid
by funding from the Mental Health Services Act (MHSA) Fund.

The NPLH statutes? authorize the California Health Facilities Financing Authority (CHFFA) to
issue $2 billion in bonds and contract with the Department of Housing and Community
Development (HCD) to provide grants or loans to California counties for permanent supportive
housing for the Target Population. Additionally, the authorizing statutes provide that CHFFA
may commence an action to validate the bonds and related contracts prior to the Department
making funding available for the Program.

A 15-member No Place Like Home Advisory Committee (Committee) consisting of State
agencies, city and county officials, and mental health and housing experts will be formed to
advise HCD and receive input from the public regarding the development and implementation of
the Program. HCD expects the Committee to be in place in January 2017.

HCD would like to acknowledge the following departments, commissions and entities identified
in the statute or involved in developing this Program: Business Consumer Services and
Housing Agency, Department of Health Care Services, Department of Social Services,
Department of Veteran Affairs, Department of Finance, Legislative Analyst’s Office, State
Treasurer’s Office, State Controller’s Office, California Health Facilities Financing Authority,
California Housing Finance Agency, Mental Health Services Oversight Commission, Joint
Legislative Budget Committee, and the California State Association of Counties. HCD also
thanks the broad array of mental health and housing organizations, including service providers,
consumers and advocates for their assistance and feedback in this effort.

Program funds shall be used to finance capital costs for multifamily rental housing, including
shared housing and scattered-site housing. Eligible costs include, but are not limited to,
acquisition, design, construction, rehabilitation, or preservation, and to capitalize operating
subsidy reserves for NPLH-funded units.

The administration and allocation of the bond funds includes the following components:

Competitive Program: $1.8 billion to rental housing developments in counties organized into
four competitive groups based on population:

e Los Angeles County
e Large counties with a population greater than 750,000

"AB 1618, Chapter 43, Statutes of 2016, effective July 1, 2016, as amended by AB 1628, Chapter 322, Statutes of
2016, effective September 13, 2016.

2The No Place Like Homes Statutes are Government Code Section 15463, and Part 3.9 of Division 5 (commencing
with Section 5849.1) of the Welfare and Institutions Code, and subdivision (f) of 5890 of the Welfare and Institutions
Code.
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e Medium counties with a population between 200,000 to 750,000

e Small counties with a population less than 200,000. Eight percent of each round is set aside
for small counties within the competitive grant.

Large Counties

LA County
- Population Size >750,000

NPLH Regional County
Funding Pools

Small Counties

Medium Counties . .
- Population Size <200,000

-Population Size 200,000-750,000

Counties may apply for these funds as the sole applicant(s) if they are the development
sponsor, or jointly with a developer as development sponsor. Funds distributed through the
competitive program will be made available as loans underwritten by HCD to individual
multifamily rental properties. There will be at least four rounds of funding in the competitive
program (for more information, see Sections 5 and 6).

Alternative Process: Counties with at least five percent of the State’s homeless population
may choose to administer their own allocation of NPLH funds. Under the Alternative Process,
projects shall be selected and underwritten by the county, and the county shall hold the Notes
and Deeds of Trust. The county shall also be responsible for long-term monitoring of the funded
projects and may use a portion of its available allocation for Program administration. If these
funds are not committed to supportive housing within two years they will be returned to the
competitive program. As of November 2016, the counties of Los Angeles, San Francisco, San
Diego, and Santa Clara have homeless populations that meet the five percent threshold (for
more information, see Section 14). HCD may establish additional parameters for administration
of these funds as necessary to implement the requirements of the program or provide required
State oversight over bond-funded activities.

Over-the-Counter Funds: In addition to the above, $200 million is also available to all counties
based on their proportional homeless count with a minimum allocation to each county of
$500,000. Counties may submit projects for these funds as the sole applicant(s) if they are the
development sponsor, or jointly with a developer as development sponsor. These funds shall
be provided as loans to projects and underwritten and administered by HCD, except that
counties whose noncompetitive formula allocation equals $500,000 may choose to administer
these funds on their own to acquire 1-4 unit properties. For these 1-4 unit properties, up to

10 percent of their allocation may be used for local administration expenses. Counties may also
choose to use their noncompetitive funds as capital leverage for a larger project submitted for
funding under the competitive program. Funds not awarded in the first 18 months will be
redirected to the competitive pool. The over-the-counter Notice of Funding Availability (NOFA)
will be released no later than the first round of the competitive NOFA (for more information, see
Section 7).
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Technical Assistance: Counties may also apply for some of the $6.2 million in funding
provided in the form of a grant for technical assistance related to NPLH Program planning and
implementation. Amounts are available based on the county size (for more information, see
Section 4).

The timeline for the design, implementation and release of the initial NOFA is detailed below.
Additional information is available on the NPLH Program website.

Tentative Schedule for all Program Components:

Initial Research and Stakeholder Outreach Fall 2016
Release of Framework Paper and Start of Public Winter 2016
Comment Period

Advisory Committee Meetings Begin Winter 2017
Development of Guidelines Spring 2017
Completion of Guidelines and NOFA Summer 2017
Release of NOFA Winter 2018*

*Subject to completion of the validation process

2. NPLH Program Goals

¢ Provide financing for acquisition, design, construction, rehabilitation and preservation costs,
and to capitalize operating reserves of permanent supportive housing for individuals living
with a serious mental illness who are Chronically Homeless, At-Risk of Chronic
Homelessness, or Homeless (Welfare and Institutions Code Sections 5849.7, 5849.2).

e Encourage the use of local Coordinated Entry Systems (CES) and more effective
coordination between local departments providing services to address the root cause of
homelessness. Require the use of low-barrier tenant selection practices and Housing First
management approaches that will prioritize available units for the NPLH TargetPopulation,
to ensure flexible, voluntary, and individualized supportive services for tenants.

e Align housing resources toward homelessness with mainstream resources targeted to
supportive service needs, including, but not limited to, mental and physical health and
substance use disorder services, independent living skills, and access to income support.

e Promote innovation in program services and delivery in an effective and efficientway,
thereby improving outreach, continuity of care, and outcomes.

¢ Promote tenant integration into mainstream society through integrated housing complexes
that promote a sense of belonging, are located in areas in close proximity to other
community services, and provide opportunities to improve quality of life.

e Improve the health and well-being of tenants through access to stable, affordable housing,
that includes specialized services to best meet their needs and improve their quality of life.
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3. Definitions

There are three populations of homeless individuals within the NPLH Target Population:
Chronically Homeless, those At-Risk of Chronic Homelessness, and Homeless. The term “At-
Risk of Chronic Homelessness” is a new term that exists only in the NPLH Program. NPLH
tenants must be adults living with a “serious mental disorder,” or seriously emotionally disturbed
children or adolescents, as defined under Welfare and Institutions Code, Section 5600.3 (see
definitions below).

Chronically Homeless: (HUD Definition at 24 CFR 578.3)

(1) Includes an individual or family who:

(A) Is homeless and lives in a place not meant for human habitation, a safe haven, or in an
emergency shelter, and

(B) Has been homeless and living or residing in a place not meant for human habitation, a
safe haven, or in an emergency shelter continuously for at least one year, or on at least four
separate occasions in the last three years, and

(C) Can be diagnosed with one or more of the following conditions: substance use disorder,
serious mental iliness, developmental disability, post-traumatic stress disorder, cognitive
impairments resulting from brain injury, or chronic physical illness or disability.

(2) An individual who has been residing in an institutional care facility, including a jail, substance
abuse or mental health treatment facility, hospital, or other similar facility, for fewer than 90 days
and met all of the criteria in paragraph (1) above, before entering that facility, or

(3) A family with an adult head of household (or if there is no adult in the family, a minor head of
household) who meets all of the criteria in paragraph (1) including a family whose composition
has fluctuated while the head of household has been homeless.

At-Risk of Chronic Homelessness:

(1) Includes, but is not limited to:
(A) Persons who are at high-risk of long-term or intermittent homelessness, including
persons with mental iliness exiting institutionalized settings, including, but not limited to, jail
and mental health facilities, who were homeless prior to admission, transition age youth
experiencing homelessness or with significant barriers to housing stability, and others, as
defined in NPLH program guidelines.

Key Questions

1. Should the definition of At-Risk of Chronic Homelessness be expanded to include
persons who have been institutionalized longer than 90 days who were homeless
prior to their institutionalization and have no fixed domicile upon discharge and/or
release from an institutional facility and/or residential treatment program?

2. Should the definition of At-Risk of Chronic Homelessness be expanded to include
persons who have cycled through homelessness and have at least three hospital
admissions over the past year?

3. Should the definition of At-Risk of Chronic Homelessness be expanded to include
Transition-Age Youth?
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Homeless: (HUD Definition at 24 CFR 578.3)
Includes, but is not limited to:

(1) An individual or family who lacks a fixed, regular, and adequate nighttime residence,
meaning:

(A) An individual or family with a primary nighttime residence that is a public or private place
not designed for, or ordinarily used as, a regular sleeping accommodation for human beings,
including a car, park, abandoned building, bus or train station, airport, or camping ground, or

(B) An individual or family living in a supervised publicly or privately operated shelter
designated to provide temporary living arrangements (including congregate shelters,
transitional housing, and hotels and motels paid for by charitable organizations or by federal,
State, or local government programs for low-income individuals), or

(C) An individual who is exiting an institution where he or she resided for 90 days or less,
and who resided in an emergency shelter or place not meant for human habitation
immediately before entering that institution.

(2) An individual or family who will imminently lose their primary nighttime residence, provided
that:

(A) The primary nighttime residence will be lost within 14 days of the date of application for
homeless assistance,

(B) No subsequent residence has been identified, and

(C) The individual or family lacks the resources or support networks, such as family, friends,
faith-based or other social networks, needed to obtain other permanent housing,

(3) Unaccompanied youth under 25 years of age, or families with children and youth, who do not
otherwise qualify as homeless, but who:

(A) Are defined as homeless under section 387 of the Runaway and Homeless Youth Act (42
U.S.C. 5732a), section 637 of the Head Start Act (42 U.S.C. 9832), section 41403 of the
Violence Against Women Act of 1994 (U.S.C. 14043e-2), section 330(h) of the Public Health
Service Act (42 U.S.C. 254b(h)), section 3 of the Food and Nutrition Act of 2008 (7 U.S.C.
2012), section 17(b) of the Child Nutrition Act or section 725 of the McKinney-Vento
Homeless Assistance Act (42 U.S.C. 11434a),

(B) Have not had a lease, ownership interest, or occupancy agreement in permanent
housing at any time during the 60-days immediately preceding the date of application for
homeless assistance,

(C) Have experienced persistent instability as measured by two moves or more during the
60-day period immediately preceding the date of applying for homeless assistance, and
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(D) Can be expected to continue in such status for an extended period of time because of
chronic disabilities; chronic physical health or mental health conditions; substance addiction;
histories of domestic violence or childhood abuse (including neglect); the presence of a child
or youth with a disability; or two or more barriers to employment, which include the lack of a
high school degree or General Education Development (GED), illiteracy, low English
proficiency, a history of incarceration or detention for criminal activity, and a history of
unstable employment, or

(4) Any individual or family who:
(A) Is fleeing, or is attempting to flee, domestic violence, dating violence, sexual assault,
stalking, or other dangerous or life-threatening conditions that relate to violence against the
individual or a family member, including a child, that has either taken place within the
individual‘s or family‘s primary nighttime residence or has made the individual or familyafraid
to return to their primary nighttime residence,
(B) Has no other residence, and

(C) Lacks the resources or support networks, such as family, friends, and faith-based or
other social networks to obtain other permanent housing.

Continuum of Care:

As defined by 24 Code of Federal Regulations (CFR) 578.3, Continuum of Care refers to the
group organized to provide coordinated services to homeless individuals. This group is
composed of representatives of organizations such as non-profit homeless providers, faith-
based organizations, businesses, governments, public housing agencies, victim service
providers, medical providers, advocates, law enforcement, social service providers, school
districts, universities, mental health services providers, affordable housing developers, and
organizations that serve homeless and formerly homeless veterans, and homeless and formerly
homeless persons, to the extent they reside within the geographic area and are available to
participate.

Coordinated Entry System:

The centralized system developed pursuant to HUD requirements and guidance to assess the
eligibility and needs of each individual or family who seeks homeless assistance and prioritize
access to assistance based on individual needs and strengths. For more information see HUD'’s
Coordinated Entry Policy Brief.

Development Sponsor:

Development sponsor has the same meaning as “sponsor” as defined in Health and Safety
Code Section 50675.2(g), and includes any individual, joint venture, partnership, limited
partnership, trust, corporation, cooperative, local public entity, duly constituted governing body
of an Indian reservation or rancheria, or other legal entity, or any combination thereof, certified
by the Department as qualified to own, manage, or rehabilitate, a rental housing development.
A sponsor may be organized as a for-profit, limited-profit, or non-profit corporation.
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County Homeless Plan

A county plan to combat homelessness, which includes a description of homelessness
countywide, any special challenges or barriers to serving the Target Population, county
resources applied to address the issue, available community-based resources, an outline of
partners and collaborations, and proposed solutions.

Housing First:

An evidence-based model that uses housing as a tool, rather than a reward, for recovery, and
centers on providing or connecting homeless people to permanent housing as quickly as
possible. Housing First providers offer services as needed, and requested, on a voluntary basis
and do not make housing contingent on participation in services or programs.

Permanent Supportive Housing:

Housing with no limit on length of stay that is occupied by persons with lease agreements who
qualify under the Target Population, and is linked to on-site or off-site services that are flexible,
voluntary, and individualized in order to assist an individual or family retain their housing,
improve their health status, and maximize their ability to live, and, when possible, work in the
community. “Permanent supportive housing” shall include associated facilities if used to provide
services to housing residents.

Serious Mental Disorder:

Excerpts below are from Welfare and Institutions Code, Section 5600.3; for a full definition see
WIC Section 5600.3.

(1) “Serious mental disorder” means a mental disorder that is severe in degree and persistentin
duration, which may cause behavioral functioning which interferes substantially with the primary
activities of daily living, and which may result in an inability to maintain stable adjustment and
independent functioning without treatment, support, and rehabilitation for a long or indefinite
period of time. Serious mental disorders include, but are not limited to, schizophrenia, bipolar
disorder, post-traumatic stress disorder, as well as major affective disorders or other severely
disabling mental disorders. This section shall not be construed to exclude persons with serious
mental disorder and diagnosis of substance abuse, developmental disability, or other physical or
mental disorder.

(2) Persons qualifying under this definition shall meet the following criteria:

(A) The person has a mental disorder as identified in the most recent edition of the
Diagnostic and Statistical Manual of Mental Disorders, other than substance use disorder or
developmental disorder or acquired traumatic brain injury pursuant to subdivision (a) of
Section 4354 unless that person also has a serious mental disorder as defined in paragraph
(1) above.

(B) (i) As a result of the mental disorder, the person has substantial functionalimpairments
or symptoms, or a psychiatric history demonstrating that without treatment there is an
imminent risk of decompensation to having substantial impairments or symptoms. (ii) For
the purpose of this part, “functional impairment” means being substantially impaired as the
result of a mental disorder in independent living, social relationships, vocational skills, or
physical condition.
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(C) As aresult of a mental functional impairment and circumstances, the person is likely to
become so disabled as to require public assistance, services, or entitlements.

(3) For the purpose of organizing outreach and treatment options, and to the extent resources
are available, this target population includes, but is not limited to, persons who are any of the
following:

(A) Homeless persons who are mentally ill,

(B) Persons evaluated by appropriately licensed persons as requiring care in acute
treatment facilities including State hospitals, acute inpatient facilities, institutes for mental
diseases, and crisis residential programs,

(C) Persons arrested or convicted of crimes,

(D) Persons who require acute treatment as a result of a first episode of mental illness with
psychotic features, or

(E) Veterans as set forth in the Welfare and Institutions Code, Section 5600.3(B) 5.

“Seriously Emotionally Disturbed Children or Adolescents” (from Welfare and Institutions Code,
Section 5600.3) means minors under the age of 18 years who have a mental disorder as
identified in the most recent edition of the Diagnostic and Statistical Manual of Mental Disorders,
other than a primary substance use disorder or developmental disorder, which results in
behavior inappropriate to the child's age according to expected developmental norms.

Persons qualifying under this definition shall meet the following criteria:

(1) As a result of the mental disorder, the child has substantial impairment in at least two ofthe
following areas: self-care, school functioning, family relationships, or ability to function in the
community; and either of the following occur:

(A) The child is at-risk of removal from home or has already been removed from the home,
or

(B) The mental disorder and impairments have been present for more than six monthsor
are likely to continue for more than one year without treatment.

(2) The child displays one of the following: psychotic features, risk of suicide or risk ofviolence
due to a mental disorder.

(3) The child meets special education eligibility requirements under Chapter 26.5 (commencing
with Section 7570) of Division 7 of Title 1 of the Government Code.

Target Population:

The Target Population is comprised of individuals or households who are Chronically Homeless,
At-Risk of Chronic Homelessness, or Homeless. All populations must also be living with a
“serious mental disorder,” or a serious emotional disturbance, as defined in Welfare and
Institutions Code, Section 5600.3.
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Technical Assistance (TA) Over-the-Counter

Pursuant to the Welfare and Institutions Code, Section 5849.10, $6.2 million is available to
provide technical assistance (TA) to counties. HCD shall provide funds to a county in the form
of a grant as follows:

e $150,000 to the County of Los Angeles and to large counties (population greater than
750,000),

e $100,000 to medium counties (population between 200,000 to 750,000), and

e $75,000 to small counties (population less than 200,000).

For county designation information, see Appendix B.

Eligible uses of TA funds shall include, but are not limited to, providing technical assistance
around the performance of the following activities:

Applying for program funds,
Implementing NPLH activities,
Coordinating funded activities with local homelessness systems, including CESs,
Delivering a range of supportive services to tenants
Collecting data, sharing data amongst multiple systems, evaluating program activities, and,
meeting other NPLH program requirements related to these systems.
Promoting evidence-based service delivery, including soliciting consumer feedback,
e Hiring staff or consultants to assist with:
o ldentifying potential sites
o Developing a process to identify potential developers
o Monitoring activities of developers to ensure adherence with NPLH requirements
o Brokering relationships between the county and affordable housing developers and/or
housing authorities
o ldentifying and applying for additional resources for capital, supportive services, and
operating costs
e Coordinating and partnering with other county and community providers (e.g., social
services, healthcare, education, homeless providers) to increase understanding of the
intersections and overlapping needs of these sectors’ shared clientele
e Coordinating and communicating with HCD, DHCS, and other state agencies to support
learning, identification of additional training and TA needs, and regional collaboration, and.
e Developing or updating a homeless plan

Unspent Allocations:

If a county does not expend the allocated funds by June 30, 2020, funds shall revert back to
HCD.

Remaining Funds:

After allocating TA funds to counties, HCD may use the remaining $450,000, and any other
unspent TA funds, to contract for other TA. TA provided through HCD’s TA funds could include
activities such as:
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e Assistance to counties and/or regions of counties to create or enhance developer capacity to
build supportive housing for the Target Population,

e Assessment of TA and training needs of counties to build staff expertise and supportcounty
capacity to work effectively with housing developers and other supportive service providers.

e Provide cross-training opportunities between housing, behavioral health and other county
provider agencies to enhance understanding and cooperation.

e Housing providers might offer training to behavioral health providers on:

o Fair housing law

o Reasonable accommodation requirements

o Housing admission, lease and violation policies

o Understanding of various housing models, practices, and trends being successfully
implemented with behavioral health clients

e Funding programs that support the creation and operation of housing for the Target
Population.

e Behavioral health providers might offer training to assist housing staff with:

o Achieving a basic understanding of mental iliness and substance use disorders
o ldentifying early signs of self-neglect, depression, anxiety or substance abuse among
residents

Addressing and averting crisis situations,

Creating a recovery-oriented environment

Approaching residents and steering them to appropriate services,

o Responding to mental health or substance use emergencies,

¢ Understanding the unique procedures and protocols being pursued in their particular
counties

e Assistance for creating Continuums of Care or to create or strengthen CESs,

e Training and capacity-building support to counties, regions, or Continuums of Care on
appropriate services promoting housing stability,

e Assistance in creating a data warehouse that links Continuum of Care and Coordinated
Entry/access system data, with the goal of providing the State more accurate data onthe
needs of homeless residents of California, and/or

e Coordinating NPLH funding with other local, federal and state funding sources for capital,
services, and operating to streamline the development and effective operation of supportive
housing.

O O O

Proposed Timeline:

TA NOFA release January/February 2017
Applications Accepted (rolling deadline) February-June 2017
Award Letters (as applications are received) February-August 2017

Key Question:

1. Are there any other TA activities the Department should consider funding?
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5. Competitive Allocation

Background:

The NPLH statute authorizes HCD to award up to $1.8 billion through a competitive program
among counties within the State. In addition, the Department may establish an alternative
process for allocating funds directly to counties that have at least five percent of the State’s
homeless population. (As of November 2016, these counties are Los Angeles, San Diego,
San Francisco, and Santa Clara). While these counties may participate in the Alternative
Process, they may opt instead to participate in the Competitive Program (the proposed
Alternative Process is discussed further in Section 14). For Competitive Allocations, see

Appendix A.

Counties are grouped into categories based on their total population using population data from
the California Department of Finance (DOF) E-1 2016 Population Report. Funds are allocated
to each group through a formula based on the number of homeless persons in each county,and
any additional factors needed to ensure that enough money is made available within each pool
to develop permanent supportive housing. Additional formula factors may also be considered.
The formula will determine how much money the Department will make available:

¢ In each competitive funding round to each group of counties,
e To counties that are eligible for the alternative process with more than five percent of the
State’s homeless population.

Alternative Process Competitive Program

Alternative Program Los Angeles
= Los Angeles
= Santa Clara
= San Diego
= San Francisco
¥ These counties have five percent or
more of the State’s homeless population
and can decide to administer their own

allocation. OR
Competitive Program
Large Counties Large Counties
= Population size >750K (includes Santa Clara, San
Diego, San Francisco)
Medium Counties Medium Counties
= Population size 200 -750K
Small Counties Small Counties

= Population size <200K

Formula Goals and Objectives:

The NPLH statute directs HCD to establish a funding formula that considers factors that are
appropriate to the allocation of funds under the competitive program, including, but not limited
to, the number of persons experiencing homelessness residing in each county. Key questions
considered in selecting the proposed formula factors were:
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a. Target Population: Does the formula allocate funds to counties with the mostdemonstrated
need related to homelessness?

b. Accessibility: Is the data readily available and can it be replicated for all counties?

c. Transparency: Is the formula easy to understand?

Formula Factors:

Based on these general goals, the proposed formula allocates funds to competitive funding
pools based on the following two factors:

1. Homeless Point-in-Time Count (PIT) — weighted at 70 percent; and
2. Extremely Low Income (ELI) Renter Cost Burden — weighted at 30 percent.

The NPLH statute requires HCD to consider the number of homeless in a county when
determining the amount of funds to be made available to each funding pool. The Homeless PIT
Count (Factor 1) was chosen as the measure of homelessness because the PIT count is one of
the most comprehensive homelessness measures in the state. It is a snapshot of a county's
unduplicated one-night estimates of both sheltered and unsheltered homeless populations. The
Department of Housing and Urban Development (HUD) requires Continuums of Care (CoC) to
count persons experiencing homelessness regardless of where they reside (e.g., in a shelter or
in places not meant for human habitation, such as the streets, abandoned buildings, vehicles, or
parks). The one-night counts are conducted by CoCs statewide and occur during the last week
in January of each year. CoCs, which are local planning bodies responsible for the coordination
of full range homelessness services in a geographic service area, cover virtually all the counties
in the State. All CoCs use a variety of HUD-approved methods to produce the counts. HUD
reviews the data for accuracy and quality prior to publishing it.

Although the PIT Count is the most direct measure of homelessness, it is important that the
formula not solely rely on PIT. There is some concern by HUD and others that overreliance on
PIT count may disadvantage communities that have fewer resources to conduct a thorough
count; therefore, in addition to PIT count, the Extremely Low Income (ELI) Renter Cost Burden
(Factor 2) is proposed to be used in the allocation formula. This factor measures the number of
ELI households (households earning no more than 30 percent of the Area Median Income) that
have severe rent burden (are paying more than 50 percent of their income for rent). ELI
households that have severe rent burden are more likely to become homeless than other renter
households. HCD is weighting PIT heavier, because it is the best measure of homelessness
statewide.

Small County Set-Aside:

Counties with populations of less than 200,000 shall be eligible to receive a minimum of eight
percent of the total funds available in a given funding round, or an amount greater than eight
percent when considering their need under the proposed formula. Based on available 2015
data, eight percent will be set-aside for Small Counties. This may change as the formula data is
updated over time.
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Other Factors Considered:

HCD considered using a weighted average of the Total Development Cost (TDC) of actual
projects closed between 2009 and 2016 for the Mental Health Services Act (MHSA) Housing
Program administered by the Department of Health Services and California Housing Finance
Agency. This formula factor was not used for the following reasons:

e By the time an NPLH project is ready for construction, the TDC data used in the formula
allocation may be outdated or be inconsistent with current costs,

e The county designations by population size include a mix of the State’s higher andlower
housing cost areas, making it difficult to justify using an average as an adequate
representation of TDC among individual counties in each group,

e Not all of the counties had MHSA projects so their TDC data was not represented.

Other formula factors also proposed for use in the HUD CoC Program were considered for
NPLH, but rejected in order to keep the formula as simple and transparent as possible while
using the best measures of homelessness or housing need related to the NPLH Target
Population; people experiencing Chronic Homelessness, At-Risk of Chronic Homelessness, or
Homelessness.

The amounts listed in Appendix A 3 are calculated using the formula allocation.

Additional Information On Formula Allocations:

e If a county participates in the Alternative Program, a funding allocation is made specifically
for that county’s use provided the county administers the funds in accordance with the
minimum program requirements discussed in Section 14. These counties cannot access
funds through the regional funding pools if they choose to participate in the Alternative
Program.

e Other counties must submit projects to compete for the funds available within the regional
funding pools.

e The estimated amounts reflected in Appendix A will be made available over several years
and funding rounds. Unallocated funds in a regional funding pool will be used to fundeligible
unfunded projects in the other regional funding pools according to their application ranking in
order to allocate all funds available under a particular NOFA, or these funds will be
reallocated through the next NOFA. HCD may also add funds to a particular NOFA to fund
all eligible projects within the regional funding pools.

6. Competitive Program Threshold Requirements and Application Rating Criteria

Pursuant to the Welfare and Institutions Code, Sections 5849.7(b) and 5849.8 (a)(1)(A) through
(C), the Department shall administer a competitive program with the following minimum
threshold criteria:

3 These amounts reflect available funds after subtracting five percent for Department administration and two
percent for a default reserve from the amounts available to the regional competitive funding pools as permitted
under the Welfare and Institutions Code, Section 5849.8 (f). Allocating two percent for the default reserve is based
on historical use of such reserves.
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e A county may apply as the sole applicant if it is the development sponsor, or jointly with a
separate entity as development sponsor,*

e Funded developments shall integrate the Target Population with the general public,

e Funded developments shall utilize low barrier tenant selection practices that prioritize
vulnerable populations and offer flexible, voluntary, and individualized supportive services,

e Funds shall be provided as deferred payment loans directly to projects to finance capital
costs including acquisition, design, construction, rehabilitation, or preservation, and to
capitalize operating reserves for permanent supportive housing for the Target Population,

e Projects shall use Department income and rent standards, each county must commit to
provide mental health services and to coordinate the provision of, or referral to, other
services, including, but not limited to, substance use treatment services to the tenants ofthe
supportive housing development for a minimum of 20 years; services shall be provided
onsite at the supportive housing development or in a location easily accessible to tenants,

e The county shall have a county plan to combat homelessness, which includes a description
of homelessness countywide, any special challenges or barriers to serving the Target
Population, county resources applied to address the issue, available community-based
resources, an outline of partners and collaborations, proposed solutions, and

e Projects shall meet other threshold requirements including, but not limited to, developer
capacity to develop, own, and operate a permanent supportive housing development forthe
Target Population, and project financial feasibility.

Funds distributed through the competitive program will be made available as loans to individual
multifamily rental properties underwritten by HCD.

4Pursuant to Section 8301 of the Department’s Uniform Multifamily Regulations (UMRs), “Sponsor” means the
legal entity or combination of legal entities with continuing control of the Rental Housing Development. Where the
borrowing entity is, or will be, organized as a limited partnership, Sponsor includes the general partner or general
partners who have effective control over the operation of the partnership, or, if the general partner is controlled by
another entity, the controlling entity. Sponsor does not include the seller of the property to be developed as the
Project, unless the seller will retain control of the Project for the period of time necessary to ensure Project
feasibility as determined by the Department.
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Threshold Factors:

Based on the above requirements, applications shall be evaluated for threshold compliance, as
follows:

Threshold Comments

Category

Applicant e County may apply as sole applicant if it is the project sponsor, as
Eligibility defined in UMR section 8301, or jointly with a developer/sponsor.

e Two or more counties may apply together as joint applicants on a
project if there is a commitment to collaborate in service provision
or in providing other resources to the project.

Note: Although the county must be an applicant for the funds, the
ultimate borrower on loans made by HCD with these funds will be
the Project Sponsor under the Department’s Uniform Multifamily
Regulations.®

Capacity to e To encourage developer participation and to help ensure project
Develop, sustainability, the Department requires that an Applicant or its
Own, and development partners must have a minimum of two affordable
Operate, rental housing projects, including one project which contains one

or more permanent supportive housing (PSH) units serving

Perman(:znt chronically homeless, homeless or those At-Risk of chronic

Supportive homelessness funded by a federal, State or local housing agency,

Housing within the last 10 years, whose audited financials indicate the
projects are not in default. All PSH projects qualify as affordable
housing.

e The Lead Service Provider and the Property Manager must each
demonstrate a minimum of three years’ experience in serving
people experiencing chronic homelessness or homeless people
with serious mental illness.

Key Question:

e Are these minimum experience thresholds achievable?

Integration of | ¢ In order to promote the integration of the persons living with

the Target mental health disabilities with other tenants, in projects of more
Population than 20 units underwritten by HCD, NPLH will fund/restrict no
with the more than 49 percent of a project’s total units.

General

i This limitation shall not be interpreted to preclude occupancy of
Public any project units by persons with disabilities, or restrictions by
other funding sources that result in more than 49 percent of the
total project units being restricted to persons with disabilities,
subject to the requirements of California Constitution Article

5 See previous footnote.
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Threshold Comments
Category

XXXV, Section 1, clarified by Public Housing Election
Implementation Law (California Health & Safety Code §37000 et

seq.)

e Projects of 20 units or less underwritten by the Department are
subject to California Constitution Article XXXIV, Section 1,
clarified by Public Housing Election Implementation Law
(California Health & Safety Code §37000 et seq.).

¢ NPLH units must be integrated into the project and not be
separated from other tenant populations within the project.

e Applications must explain how projects encourage social
interaction through community building activities, architectural
design (community space, wide hallways, etc.), and do not
impose restrictions in coming and going of guests beyond typical
limitations imposed by other unsubsidized rental housing.

Project ¢ Projects must have a minimum of five units (except as permitted in

Financial the Noncompetitive County Allocation). Scattered site housing of

Feasibility / five or more units is permitted as long as the housing has common

ownership, financing, and property management, and each

household signs a lease. A single family home is a one unit, a

duplex is two units, a triplex is three units, a fourplex is four units,

et cetera.

Underwriting
Standards

e HCD will restrict NPLH units from 15 percent -30 percent of the
Area Median Income (AMI). NPLH households cannot earn more
than 30 percent of the AMI. If a project has rental subsidies or a
COSR, the tenant-paid portion of the rents will be restricted to no
more than 30 percent of household income, or higher if required
by the rental subsidy source. Higher contract rents will also be
permitted if permitted by the rental subsidy source.

e Projects of five or more units are subject to the Department’s
Uniform Multifamily Regulations (UMRs), except as may be
modified by the program guidelines in order to meet statutory
requirements or objectives.

e HCD will allow both nine percent and four percent Low Income
Housing Tax Credit (LIHTC) funded projects, and will provide
higher loan limits for projects utilizing four percent LIHTC funding.

e For a discussion of COSR limits, per unit subsidy limits, and
maximum loan amounts. See Section 10.
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Threshold
Category
20-Year
Commitment
to Provide
Supportive
Services to
NPLH
Tenants

Comments

The application must contain a commitment letter from the county
to provide mental health services, and to coordinate the provision
of, or referral to, other supportive services, including, but not
limited to, substance use treatment services, for a minimum of 20
years.

The application must contain the county-approved Supportive
Services Plan for the NPLH units which will be scored in the
application rating process. Minimum services that must be made
available to NPLH tenants are identified in the Supportive
Services Plan discussed in Section 11. Counties may add
additional services to their plan as appropriate.

Supportive Service Plans must identify any additional
subpopulation targeting, or occupancy preference, for NPLH units
that a project wishes to undertake beyond what is permitted under
the NPLH Target Population requirements. In this instance,
counties must provide a legal opinion letter explaining how this
additional targeting/preference complies with federal and State fair
housing and anti-discrimination requirements, and any other
related requirements. Any additional subpopulation targeting or
occupancy preference for NPLH units must be approved by HCD
prior to project rent-up.

Utilization of
Low-Barrier
Tenant
Selection
Practices that
Prioritize
Vulnerable
Populations

NPLH-funded projects will utilize Housing First practices, as set
forth in the Welfare and Institutions Code, Section 8255(b) (SB
1380).

To be referred to a NPLH unit, a tenant must have a qualifying
diagnosis of a serious mental disorder (see Section 3; Definitions)
or, if a child or adolescent is the qualifying tenant, have a serious
emotional disturbance diagnosis by a qualified medical
professional. A county shall not limit eligibility to clients of the
county mental health system, or county residents currently
receiving any MHSA or other mental health services, and shall not
restrict ongoing tenancy to clients or recipients of county services.

HCD will develop homeless documentation requirements that will
allow projects and CESs to meet the definitions for Chronically
Homeless, At-Risk of Chronic Homelessness, and Homeless.
These requirements will aim to minimize some of the barriers to
accessing housing. For example, HCD may allow an assessment
of eligibility under the “Chronic Homeless,” “At-Risk of Chronic
Homelessness,” and “Homeless” definitions, at intake, and
completion of a HCD Certification Form. For a discussion of the
definitions of Chronically Homeless, At-Risk of Chronic
Homelessness, and Homeless, see Section 3.
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Threshold Comments

Category
Key Question:
1. What other alternative method(s) can be utilized to document
Chronic Homelessness, At-Risk of Chronic Homelessness,
and Homelessness to minimize barriers to documentation?
Eligible e Multifamily rental housing projects receiving NPLH funds must
Housing provide a minimum of five permanent supportive housing units.
Types

e Shared housing or scattered site housing of five units or more
qualifies as multifamily housing and will be evaluated under
HCD’s Uniform Multifamily Regulations (UMRs). The housing
must have common ownership, financing, and property
management, and each household must sign a lease. A single
family home is one unit, a duplex is two units, a triplex is three
units; a fourplex is four units, etc.

e Shared housing of one to four units may be permitted in counties
with Non-competitive County Allocations totaling no more than
$500,000, if the funds are used for housing acquisition with or
without rehabilitation., the county holds the loan for the NPLH
funds, and the county assumes ultimate responsibility for
management of any rehabilitation work and long-term monitoring
to ensure all program requirements are met. For more information
on the Noncompetitive County Allocations, see Section 7.

e All structures must be on a permanent foundation, and meet all
State and local building code, and health and safety requirements,
including, but not limited to, requirements for minimum square
footage.

Key Questions:

1. What ideas or concerns do you have around doing shared
housing?

2. Under what circumstances will group home licensing
requirements be triggered by shared housing?

Demonstrated | « Each county must provide its Plan to reduce homelessness. This

a Developed Plan can be a local homeless Continuum of Care plan, an MHSA
County Plan to expenditure plan that that includes a specific section discussing
Combat how expenditures address homelessness, or other county
Homelessness planning document that addresses homelessness.

and Proposed

Solutions- e The Plan should include a description of homelessness

countywide, any special challenges or barriers to serving the
Target Population, county resources applied to address the issue,
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Threshold Comments

Category

“ County available community-based resources, an outline of partners and
Homelessness collaborations, and proposed solutions.

Plan”

¢ The plan must be an approved county plan that was subject to
public input, and is easily available to the public.

e Counties may use their NPLH technical assistance funds to
develop or update these plans if they do not already have them.

Rating Factors:

Pursuant to the Welfare and Institutions Code, Section 5849.8 (a)(2), the Department shall
evaluate applications under a competitive process, (assuming the total amount of funds
requested exceeds the amount of funds available under the current NOFA), using, at minimum,
the following criteria:

e Extent to which units assisted by the program are restricted to persons who are Chronically
Homeless or At-Risk of Chronic Homelessness,

e Extent to which non-HCD funds are leveraged for capital costs (except that use of a County’s
NPLH Noncompetitive Allocation funds may count as leverage),

e Extent to which projects achieve deeper affordability through the use of non-State project-
based rental assistance, non-HCD operating subsidies, or other funding,

e Project readiness,

e Extent to which applicants offer a range of on-site and off-site supportive services to tenants,
including mental health services, substance use disorder services, primary health,
employment, and other tenancy support services, and

e Past history of implementing programs that use evidence-based best practices that have led
to the reduction of the number of chronically homeless or at-risk of chronic homelessness
individuals within the Target Population.

Proposed Application Process:

To better facilitate project readiness and improve coordination with the California Tax Credit
Allocation Committee (TCAC) nine percent Low Income Housing Tax Credit (LIHTC) application
rounds, the Department plans to offer two funding rounds per year through a competitive
application process, as detailed in a NOFA.

Applications will be evaluated for compliance with the threshold requirements discussed above.
Applications that meet the minimum threshold requirements will be scored as set forth below.
The application rating factors will be designed to be “self-scoring” where feasible, and a process
for appealing the Department’s determinations will be available.
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D. Scoring Category
Units Restricted to

Chronically . Percentage of total project units proposed to be restricted to
Homeless or At-Risk | those who are Chronically Homeless or At-Risk of Chronic
of Chronic Homelessness using a CES to provide tenant referrals.

Homelessness

Capital Leverage

Applications will be scored based on the ratio of identified
permanent enforceable non-HCD development funding to
the NPLH requested amount. (Exception: use of a
county’s NPLH Noncompetitive Allocation funds may count
as leverage),

Land donations can count toward this commitment based
on current appraised value,

May calculate the percentage of capital leverage on a per-
unit basis to score,

May cap the percentage of capital leverage needed to
score full points.

Leverage of
Operating/Rental
Subsidies (Deeper

Applications will be scored based on the commitment of
operating subsidies and private funding, or any other non-
State project-based rental assistance to support the NPLH

Affordabilit units,
& e May be calculated on a per-unit basis to score,

¢ 100 percent of NPLH units with committed non-State
operating subsidy will receive full points; (however, HCD is
also proposing to fund capitalized operating subsidy
reserves; See Rental Subsidies Section 10),

e Operating leverage may include, but is not limited to,
Section 8 Housing Choice Vouchers, VASH Vouchers,
Family Unification Program Vouchers, Shelter Plus Care
Rental Subsidy, Project-Based Vouchers, or other
permanent project-based housing subsidies.

Project Readiness e Acceptable site control under UMR Section 8303,

e Market study meeting TCAC’s requirements and appraisal,

(Projects must meet | « Completion of all required environmental clearances

minimum point score including a Phase | that shows no Recognized

in this category) Environmental Concerns (REC), or other dangerous
conditions, or a Phase I/l with remediation adequately
budgeted,

¢ Obtaining all required land use approvals except building
permits and other ministerial approvals, and, if applicable,
obtaining local design review approval.

Extent of Onsite and
Offsite Supportive
Services

Based on county-approved, project-specific Supportive
Services Plan submitted with the application, the plan must
include:

(Including mental e Number and type of Minimum Services offered on-site.
health services, (Services tenants must be provided access to),
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D. Scoring Category

behavioral health e Number and type of Expanded Services offered on-site,
services, primary e Transportation plan to off-site services,

health, employment, e Frequency of available services.

and other tenancy

support services) See Threshold Section 6 and Supportive Services Plan

Section 11 for a discussion of requirements for service
provider experience, service funding commitments, use of low-
barrier tenant selection practices, staff-to-client ratios, and
other elements of a supportive services plan.

Key Question:

1. Should the Department provide more points to
projects with staff to client ratio of 1:25 or lower?

Past History of Points will be awarded to projects that provide evidence of
Evidence-Based Best | past history of incorporating evidenced-based practices
Practices successfully in addressing housing placement, and retention

barriers, for Chronically Homeless and At-Risk of Chronic
Homelessness target populations.

Practices that focus on things such as:

e Project design and safety features
e Provision of services including, but not limited to,

= A critical time intervention model,

= Service provision that follows practices that the
Substance Abuse and Mental Health Services
Administration (SAMHSA) recognizes as evidence-
based,

= Cognitive Behavioral Therapy,

= Motivational interviewing engagement tools, and/or

» Trauma-informed care.

Key Question:

What Best Practices should be prioritized in the rating

process?
Additional Point Possible additional point score areas may include the
Score Areas following:

o Efforts to streamline entitlement approvals and
development timeline.

Collaboration:
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D. Scoring Category

e A county applies jointly with a developer or,

e If not applying jointly with a developer, the county can
provide a letter or written agreement documenting
collaboration on the proposed project between their
housing department or, a consultant with affordable
housing development experience,

e Other demonstrated collaboration between housing
department and/or CoC and behavioral health agencies,

e Demonstrated collaboration between Applicant and health
plans and/or, in counties with Whole Person Care or Drug
Medi-Cal Organized Delivery System pilots, the pilot’s lead
entities, to encourage linkage of non-MHSA services
dollars to NPLH units, as well as tracking of health
outcomes.

Use of a Coordinated Entry System (CES):

Projects that commit to utilize the local CES for their tenant
referrals will be incentivized.

e CESs must prioritize for NPLH units who are the most
vulnerable or have the highest barriers to housing stability,

e Those who are At-Risk of Chronic Homelessness who do
not meet the definition of Homelessness, may be referred
through a system other than the CES, if that process
prioritizes vulnerability in housing needs.

Key Question:

1. What rating factors should be prioritized/assigned the
most points?

2. What other factors should be evaluated or taken into
consideration?

7. Non-Competitive Formula Allocation

Background:

HCD may distribute up to $200 million in “over-the-counter” (OTC) or non-competitive program
funding to finance the construction, rehabilitation, or preservation of housing serving the NPLH
Target Population, and to capitalize operating reserves for such projects.

Fund Distribution:

HCD will award OTC funds proportionate to the number of persons experiencing homelessness
who reside within each county, based on the most current sheltered and unsheltered Homeless
PIT Count, or in the amount of $500,000, whichever is greater. For estimated Non-Competitive
Allocations per County, See Appendix C.
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The following are the general requirements for the NPLH OTC allocation:

a.

b.

HCD will make funds available continuously for eighteen (18) months.

The County may apply as sole applicant if it is the project sponsor, as defined in UMR
Section 8301, or jointly with a developer/sponsor.

Applicants may submit single-county applications or collaborate with one or more countiesto
submit a multi-county application(s) using the funds available under the formula to each
collaborating county. Collaborating counties must demonstrate a benefit to the NPLH Target
Population in their respective counties.

All housing funded under this Non-Competitive Allocation must meet the same threshold
requirements as the competitive program.

These funds will be provided in the form of loans to projects and administered and
underwritten by HCD, with the exception of funds used for shared housing of fewer than five
units, as permitted in subsection (h) below.

Scattered site or shared housing of five or more units is permitted as long as the housing has
common ownership, financing, and property management, and each household signs a
lease. A single family home is one unit, a duplex is two units, a triplex is three units, a
fourplex is four units, etc.

HCD will issue a NOFA for both the OTC and the competitive program concurrently, and
provide incentive points in the competitive program to counties that couple the OTC funds
with funds for projects submitted under the competitive allocation.

For counties with allocations of $500,000, HCD will permit rental-shared housing of one to
four units as an acquisition with or without rehabilitation activity, with a 20-year affordability
period. Under this option, the county is ultimately responsible for ensuring that:

e The project is financially feasible for the 20-year period of affordability,

e Income, Target Population, rent restrictions, and local habitability standards are met, and
the county enters into a regulatory agreement covering these issues that is recorded on
title. (The Department may make sample agreements available),

e Supportive Services are provided,

e Oversight of any rehabilitation work performed, and ongoing monitoring is done by the
county or another contracted entity to ensure program requirements are met.

e Under this option, counties may use up to 10 percent of their allocation for administrative
expenses.

e All funds will be provided once the property has been acquired.

8. Occupancy and Rent Restrictions

All NPLH funded units must be occupied by at least one NPLH eligible resident. Occupancy of
these units will be restricted exclusively to the “Target Population” of persons who meet the
criteria identified in the Welfare and Institutions Code, Section 5600.3 and are Chronically
Homeless, At-Risk of Chronic Homelessness, or Homeless, as defined in the NPLH statute and
guidelines, and, if income-eligible, the family of the Target Population.
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e HCD will restrict NPLH units from 15 to 30 percent of the AMI. NPLH households cannot
earn more than 30 percent AMI. If a project has rental subsidies or a COSR, the tenant-paid
portion of the rents will be restricted to no more than 30 percent of household income, or
higher if required by the rental subsidy source. Higher contract rents will also be permitted if
permitted by the rental subsidy source.

9. Eligible Use of Funds

Program funds shall be used to finance capital costs, including, but not limited to, acquisition,
design, construction, rehabilitation, or preservation, and to capitalize operating subsidy reserves
for NPLH funded units for the Target Population.

10. Assistance Terms

Development Funding:

For loans which HCD will administer, it proposes to structure development funding as residual
receipt permanent financing loans, with small required payments to cover long-term monitoring
costs (.42 percent), similar to the Veterans Housing and Homeless Prevention Program (VHHP).
Loans will not be available for construction financing. Per-unit loan limits will be established
based on affordability restriction levels, geographic location, unit size, and whether the project is
accessing four or nine percent tax credits (or no tax credits), following a county-based sizing
method similar to VHHP, but allowing for higher levels of funding if a project needs a Capitalized
Operating Subsidy Reserve (discussed below). A per project loan limit will also apply. Eligible
costs will be limited to those attributable to NPLH units, and include cost categories for the
above-eligible activities in accordance with approved HCD allowances. For multifamily loans
which HCD will administer, projects will also be subject to HCD’s Uniform Multifamily
Regulations (UMRS).

Capitalized Operating Subsidy Reserve (COSR):

In some projects developed through the MHSA Housing Program, COSR funding levels have
been insufficient to meet projected needs due to an under-estimation of operating costs, higher
than expected unit turnover and furnishing replacement costs, and inadequate coverage of rents
due to the length of time it is taking for MHSA clients to get SSI/SSP or access Section 8 rental
subsidies, or tenant ineligibility for SSI.

Drawing on lessons learned through the MHSA Housing Program, the Department is seeking to
refine the COSR sizing methodology for loans it will administer in order to help address
operating shortfalls. In the coming months, the Department will be completing projections for
COSR-sizing in large, medium, and small counties based on the following proposed
methodologies. The modeling will assume that the Department subsidizes no more than 49
percent of the total project units as NPLH units since for the majority of NPLH projects, this will
be the case. The modeling also assumes that a COSR should last 20 years.
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A. Rent-Based Cap:

Under this methodology, COSRs will be sized on a project-by-project basis based on a
typical AMI rent per county, (for example, 45 percent AMI), at different unit sizes, with an
annual escalator for operating expenses, and a smaller annual escalator for tenant income.
Assumptions will be made regarding:

e The percentage of NPLH units/tenants expected to receive Section 8 or other local rental
subsidy,

e The percentage expected to receive SSI/ SSP within two years of initial occupancy
without rental subsidy, and

e The percentage expected to remain at zero income indefinitely without rental subsidy.
These percentages will be based on available project data from VHHP, MHSA, and other
relevant sources.

B. Budget-Based Cap:

Under a budget-based model, instead of sizing a project’'s COSR based on a standard
AMI rent level, an increase in the percentage of costs attributable to NPLH units will be
applied, along with the assumptions for tenant income, rent subsidy, and inflation used
above.

Under both models, ineligible costs under the COSR will include:

Loan Payments (except payments for HCD loans),

Ground lease payments,

Sponsor distributions,

Costs associated with non-NPLH units,

Allowable deferred developer fees, asset management fees or partnership management fees

that can be paid for out of cash flow from the non-NPLH units or for which the payment of the

NPLH pro-rata share of these fees would jeopardize the 20-year viability of the COSR,

e Deposits to contingent operating reserves beyond those required by HCD under the UMRs
or by other project financing sources,

e Vacancy loss beyond three months for a tenant who has left the unit,

e Supportive services costs not permitted as part of the project budget under the UMRs.

HCD will issue a memorandum discussing the results of this modeling, along with the proposed
framework for the COSR, including discussion of some COSR administration issues, when it
issues the NPLH Program Guidelines for public comment (anticipated spring 2017). The memo
will also include a discussion of per-unit subsidy limits and maximum loan amounts.

11. Supportive Services Plan and Requirements

NPLH requires that projects utilize low barrier tenant selection practices that prioritize vulnerable
populations and offer flexible, voluntary, and individualized supportive services.

Counties, in collaboration with a project’s developer, must develop a project-specific service

plan that addresses the needs of the NPLH Target Population, and must commit to providing, or
coordinating, services to the project’s residents for a minimum of 20 years.
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Services shall be provided on-site at the housing development or in a location otherwise easily
accessible to tenants. Services must also be provided in a manner that is culturally competent
and accessible to persons with language or other communication barriers.

Available Supportive Services:

Participation in supportive services is voluntary. Services offered to NPLH tenants shall be
flexible, voluntary, and individualized.

Below is a list of services that must be made available to NPLH tenants. These services can be
provided directly by the county, or the county may coordinate the provision of or referral/linkage
to these services as appropriate according to an individual tenant’s supportive service needs.

Except as otherwise noted below, services can be provided either on-site or off-site; however,
applications submitted within the competitive funding allocations will be given additional rating
points for services provided on-site. The availability of 24/7 case management services or crisis
lines after hours may also receive more points.

¢ On-site case management.

¢ Mental health care, such as assessment, crisis counseling, individual and group therapy, and
peer support groups,

e Substance use services, such as treatment, relapse prevention, and peer support groups,

¢ Physical health care, including access to routine and preventative health and dental care,
medication management, and wellness services,

e Benefits counseling and advocacy, including assistance in accessing SSI/SSP, enrolling in
Medi-Cal, and obtaining other needed services,

e Life skills (such as unit maintenance and upkeep, cooking, laundry, and money

management),

Transportation planning and assistance for access to off-site services,

On-site peer support and advocacy,

Housing retention services,

Linkages to community resources,

e Recreational and social activities.

Enhanced Services:

HCD strongly encourages counties to offer enhanced services to NPLH tenants, which may
include, but are not limited to:

e Educational services, including assessment, GED, school enroliment, assistance accessing
higher education benefits and grants, and assistance in obtaining reasonable
accommodations in the education process,

e Employment services, such as supported employment, job readiness, job skills training, job
placement, and retention services, or programs promoting volunteer opportunities for those
unable to work,

¢ Tenant advocacy programs that engage and train tenants to become tenant representatives
or advocates,

e Co-occurring supports and services,

e Community-based services, partnerships, and programs.
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Supportive Service Plan:

The county’s approved supportive service plan for the project must be submitted with the
project’s application for NPLH funds, and must include the information listed below. A sample
format will be provided by HCD that will include tables for providing the information in a format
that will expedite review.

Description of NPLH Target Population to be served,

Tenant outreach activities including referral sources and low-barrier tenant selection
process,

Description of tenant engagement and retention strategies to be used,

Description of each service to be offered, how frequently each service will be offered or
provided, who will be providing the services and the location of the services,

Supportive service line item budget,

Reasonable Accommodation policy and procedures, including appeal process,

Eviction prevention practices and services,

Service provider and property manager communication protocols,

Identification of the parties responsible for Homeless Management Information System
(HMIS) if using a CES and other required reporting. See Section 13 for more information on
“Outcome Measures,”

Description of ongoing training for supportive services and property management staff,
Description of how the physical design of the project fosters tenant engagement, on-site
supportive service provision, safety and security, and sustainability of furnishings,
equipment, and fixtures. See Section 12 for more information on related “Best Practices”,
Description of how the supportive services are culturally and linguistically competent,
including how services will be provided to NPLH tenants who do not speak English and how
communication between the property manager and the non-English speaking tenants will be
facilitated, and

|dentification of any additional subpopulation targeting or occupancy preference for NPLH
units that a project wishes to undertake beyond what is permitted under the NPLH Target
Population requirements. In this instance, counties must provide a legal opinion letter
explaining how this additional targeting/preference complies with federal and State fair
housing and anti-discrimination requirements. Any additional subpopulation targeting or
occupancy preference for NPLH units must be approved by HCD.

Written Agreements:

The county application must include the following for each project:

Copies of signed written agreements between the county, contracted service providers, and
the project owner and property manager must be provided which are consistent with the
information set forth in the Supportive Service Plan,

A copy of the tenant selection plan and property management plan that is materially
consistent with the philosophy and practices set forth in the Supportive Services Plan.

HCD may request updated documents prior to award of funds or loan closing.
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12. Best Practices

Pursuant to the Welfare and Institutions Code, Section 5849.8 (a)(2)(F), all applications in the
regional competitive funding allocations will be evaluated based on the applicant’s past history
of implementing programs that use evidence-based best practices that have led to the reduction
of the number of Chronically Homeless or those At-Risk of Chronic Homelessness.

The following is a list of Best Practices that applicants may want to consider implementing in
their projects. These are recommended practices and are not application threshold
requirements. Elements of some of these practices related to supportive services may be part of
the supportive services rating factor.

Safety Features

Safety concerns (internally and externally) should be factored in site selection and development
of the project, including, but not limited to, the following:

e Ample lighting that promotes overall safety, including safety lighting that reduces or
eliminates blind or dark spaces where people can hide,

e Secured entrance and exit points allowing admittance to residents or guests that residents
admit,

e Security cameras to be placed at all entrances, common areas and exits. Written policy on
the use of the cameras (including usage of cameras, authorized access of footage and
conditions of release to authorities),

e Visitor policy that clearly defines the policies for visitors, to include the hours visitors are
allowed on the property and physical spaces visitors may access. This policy is to be posted
in public areas for resident awareness and reviewed with the resident at the time the lease is
signed,

e Centralized common areas, with multiple entries and exits and visibility to the area from
outside of it, such as windows in walls or doors.

Housing Components:

e Incorporate elements of nature to help individuals better assimilate to being indoors (such as
large windows in the units and common areas),

e For pest control and overall durability, use of sustainable materials for furniture, equipment
and fixtures.

Other Components:

¢ Availability of onsite property manager and 24-hour on-call supportive services staff,

e Standardized ongoing staff training on roles, responsibilities, and best practices focused on
low barrier tenant selection practices, tenant engagement and retention,

e Use of peers in the provision of services, peer advocacy and support,

¢ Post in common areas and annually review with residents written policies suchas
reasonable accommodation, smoking, noise, pets, and grievance procedures.

13. Outcome Measures

HCD is required to evaluate the NPLH Program in order to make recommendations for
improvements. Specific performance measures, as outlined below, will be required to be
reported by counties for use in the evaluation. Additional outcome measures are also proposed.
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Pursuant to the Welfare and Institutions Code, Section 5849.11, counties shall annually report
the following information:

Project location, services, and amenities,

Number of NPLH-assisted units and total assisted and non-assisted units,

Project occupancy restrictions,

Number of individuals and households served,

Income levels for NPLH tenants,

Homeless status (upon entry),

Veteran status,

Current mental health status (no identifying information will be collected as part of this
report).

Proposed additional outcome measures submitted by the county may include:

Project/Tenant Characteristics: (Can be obtained through a CoC’s Homeless Management
Information System (HMIS))

e Demographic data (race, ethnicity, gender, age, etc.) for each tenant,

e Disability type(s) (SMI with or without other physical or developmental disabilities, chronic
health conditions, or substance use),

e Length of time each tenant was homeless or institutionalized prior to being housed and prior
living situation (streets, shelter, institutional setting, etc.),

e Referral source (CES, County DMH, other source),

¢ Number of days from referral to move-in for each tenant,

e Each tenant’s length of residency, measured in days,

¢ Information on which tenants have moved out of the project and to where eachtenant
moved, including returns to homelessness,

e Vacancy rate,

¢ Information on which tenants have moved into non-PSH affordable housing or private market
housing.

Additional Measures:

e Source(s) of income, and annual increases in each tenant’s income from employment, public
benefits, or other sources,
¢ Information on which tenants have moved to lower or higher levels of care

To the extent counties possess the following data, the following information is relevant to HCD’s
evaluation:

Utilization:

e Emergency room visits for each tenant before and after housing,

e Average number of hospital and psychiatric facility admissions and inpatient days (including
inpatient days in psychiatric facilities) before and after move-in,

e Number of arrests and returns to jail or prison before and after move-in, and

¢ Reduction in public benefit payments resulting from employment.
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Impact on MHSA:

o Use of MHSA funds for services,
e Amount of MHSA funds contributed per project for services,
e Impact of supportive services and bond interest costs on MHSA funding.

State Reporting:

In addition to county reporting requirements, HCD will report annually to the Legislature on its
method of distribution for NPLH funds, the distribution of funds among counties, and any
recommendations as to modifications to the program for the purpose of improving efficiency or
furthering the goals of the program. Additional information may be requested of counties as
needed to comply with other Department reporting requirements.

Key Questions:

1. Are there any other outcome measures HCD should consider using?

2. Of the measures proposed, are there any that HCD should eliminate?

3. What are the challenges with data collection that HCD should be aware of in designing
this part of the program?

14. Alternative Program

Pursuant to the Welfare and Institutions Code, Section 5849.8(b), HCD may establish an
alternative process for allocating funds directly to counties with at least five percent of the
State’s homeless population. As of November 2016, these counties are Los Angeles,
San Diego, San Francisco, and Santa Clara. For proposed allocation amounts, see

Appendix A.

Under the Alternative Program, projects shall be selected and underwritten by the county
according to its own criteria, and the county shall hold the Notes and Deeds of Trust. The
county shall also be responsible for long-term monitoring of funded projects.

Administration:

Alternative Process counties may take up to 10 percent of their formula allocation for
Administration costs. These funds will be available annually and will be disbursed proportionate
to the County’s annual allocation. Counties may also charge other reasonable and customary
fees to projects.

To administer their own allocation of NPLH funds, these counties must:

e Demonstrate the capacity to directly administer loan funds for permanent supportive housing
serving the Target Population,

e Have the ability to prioritize individuals with mental health needs who are Chronically
Homeless or At-Risk of Chronic Homelessness consistent with program requirements.

Counties participating in the Alternative Program shall not be eligible for funds under the
Competitive process.
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Through a solicitation of interest process conducted by HCD, prior to the release of the
competitive NOFA, HCD will determine each county’s capacity to administer NPLH funds based
on the criteria below. County allocations, including funds used for Administration activities, may
be released by HCD over a four to six-year period based on the anticipated demand for funds
within that county.

1. Demonstrated ability to finance permanent supportive housing with local and federalfunds
and ability to monitor the requirements for the life of the loan;

e The county must provide evidence of administration of at least one affordable housing
program within the past five years that funded a minimum of two multifamily rental project
loans per year, including at least one loan per year for permanent supportive housing.

¢ The county must clearly describe its current project selection process and requirements,
underwriting standards, financial management systems, and long-term monitoring
systems in place for program(s) it submits as evidence of its capacity.

e The county must establish a Method of Distribution (MOD) for NPLH funds which
examines, at a minimum, developer, service provider, and property manager capacity, as
well as project financial feasibility and readiness. Other minimum standards for project
financial feasibility and long-term monitoring will be established in HCD'’s Program
guidelines. Counties must address how their proposed MOD for NPLH funds will meet
other NPLH Program requirements in statute and program guidelines.

Key Question:

1. If an Alternative Program county cannot meet the above requirements, should the
Department allow these counties to contract with one or more cities or housing
authorities in the county that can meet these requirements on their own to administer
the county’s NPLH allocation?

2. Past performance in delivering supportive services to the Target Population in housing:

e The county must provide a list of projects where it is currently providing or coordinating
the provision of supportive services to the Target Population. The county also must
discuss the types of services offered, financing sources, and location of services for each
project.

3. Past history of committing project-based vouchers to supportive housing;

e The county must provide a list of projects with the number of units where the county

Public Housing Authorities (PHA) have committed project-based vouchers (PBV) within

the last two years to supportive housing units serving the NPLH Target Population.

4. Ability to prioritize the most vulnerable within the Target Population through a Coordinated
Entry System (CES):

e The county must have a CES that is operating by the time HCD certifies the county to
participate,
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¢ The county must demonstrate how it will be able to prioritize the most vulnerable within
the NPLH Target Populations by utilizing the CES or another similar system if the CES
cannot refer individuals who were homeless, but have been living in an institution for
longer than 90 days.

5. Demonstration that NPLH project selection process will ensure projects meet the statutory
threshold requirements (Section 5849.7(b)) as set forth in HCD’s NPLH Program Guidelines;

These include, but are not limited to:

e Integration requirements: In order to promote the integration of the persons living with
mental health disabilities with other tenants:

(1) NPLH units must be integrated into the project and not be separated from othertenant
populations within the project, and

(2) Funded projects must encourage social interaction through community building
activities, architectural design (for example, community space, wide hallways, etc.), and,
do not impose restrictions in coming and going, or guests beyond typical limitations
imposed by other unsubsidized rental housing.

(3) In projects of more than 20 units, an Alternative Program county may choose to
fund/restrict no more than 49 percent of a project’s total units. If an Alternative Program
county chooses not to impose this restriction, the county must document for HCD the
specific measures it will take to ensure that the requirements of Olmstead v. L.C. and are
being met in the implementation of the NPLH Program. The Alternative Program county
will also be required to describe the processes it has in place to ensure that projects meet
federal and State accessibility, fair housing, and nondiscrimination requirements.

e Low-barrier Tenant Selection: Practices that prioritize vulnerable populations and offer
flexible, voluntary, and individualized supportive services for 20 years. As part of this
evaluation, counties must also discuss how the Housing First requirements of SB 1380
(Chaptered 9-29-16) will be evaluated and achieved.

e Eligible Uses of Funds: Funds shall be offered to finance eligible NPLH capital costs
including capitalized operating reserves,

e Financial Feasibility: Requirements/underwriting standards that enable projectsto
remain affordable to NPLH tenants for a minimum of 55 years.

6. Reporting and Program Evaluation:

Each county must certify compliance with all of HCD’s reporting and program evaluation
requirements, including:

e Providing an annual schedule of proposed NPLH-NOFA/Request For Proposal releases

and amounts made available, and awards made,
e Quarterly Expenditure Reports,
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e Data on required program outcome measures. For more information on program
outcome measures, see Section 13.
e Other information as may be required by the Legislature.

HCD Monitoring Responsibilities:

HCD may conduct annual monitoring of the Alternative Program until completion of all NPLH
projects to ensure basic administrative processes are in place, funds are being drawn for eligible
expenses, and basic statutory and State Program guideline requirements are being met.
Additional monitoring may be done in subsequent years if HCD has good cause to believe that
program requirements are not being met.

HCD may establish additional parameters for administration of these funds as necessary to
implement the requirements of the program or provide required State oversight over bond-
funded activities.

Unused Funds:

Funds not committed to supportive housing developments within two years following the
allocation of funds to the Alternative Program counties shall be returned to the State for
distribution through the competitive allocation process.
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Appendix A: Tentative Total Competitive Program Formula Allocations®

$1.8 Billion Competitive Program

Alternative

Program

Large Counties Medium

Counties

Small Counties

Los Angeles San Diego San Francisco Santa Clara
$627.1M $130.0M $86.0M $86.0M $386.1M $245.1M
$134.1M

For more information, see Section 5.

6 Amounts above are rounded and reflect deductions for State administration ($90 million) and default reserves ($15.6 million).
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Formula Allocation — NPLH Tentative Competitive Allocations (No Alternative Process Participation)’

$1.8 Billion
Competitive
Program

7 See Section 5 for more information. Amounts above are rounded and reflect deductions for State administration ($90 million) and default

reserves ($34.2 million).

Los Angeles County

-

(

Large Counties

includes San Diego,

San Francisco, & Santa Clara

$614.1M

$682.5M

Medium Counties

$245.1M

Small Counties

$134.1M




Appendix B: County Designations

*Los Angeles

Large Counties

Alameda
Contra Costa
Fresno

Kern

Orange
Riverside
Sacramento
San Bernardino
*San Diego
*San Francisco
*Santa Clara
San Mateo
Ventura

Medium Counties

Butte

Marin

Merced
Monterey
Placer

San Joaquin
San Luis Obispo
Santa Barbara
Santa Cruz
Solano
Sonoma
Stanislaus
Tulare

Yolo

Small Counties

Alpine
Amador
Calaveras
Colusa
Del Norte
El Dorado
Glenn
Humboldt
Imperial
Inyo
Kings
Lake
Lassen
Madera
Mariposa
Mendocino
Modoc
Mono
Napa
Nevada
Plumas
San Benito
Shasta
Sierra
Siskiyou
Sutter
Tehama
Trinity
Tuolumne
Yuba

* These counties currently have five percent or more of the State’s homeless population and may elect to

administer their own NPLH allocations.




Appendix C: Tentative Non-Competitive Allocations by County 8

Alternative Program Small Counties
1 | Los Angeles $69,870,183 1 Humboldt $1,860,867
2 | San Diego $13,771,432 2 Mendocino $1,493,880
3 | San Francisco $10,673,299 3 San Benito $1,027,664
4 | Santa Clara $10,328,363 4 Imperial $874,883
Total $104,643,277 5 Yuba $791,720
Large Counties 6 Shasta $684,322
1 | Orange $7,014,447 7 El Dorado $500,000
2 | Alameda $6,365,524 8 Madera $500,000
3 | Sacramento $4,190,374 9 Kings $500,000
4 | Riverside $3,738,333 10 Napa $500,000
5 | San Bernardino $3,387,096 11 Nevada $500,000
6 | Contra Costa $3,201,240 12 Sutter $500,000
7 | San Mateo $2,338,109 13 Lake $500,000
8 | Fresno $2,298,733 14 Tehama $500,000
9 | Ventura $2,234,156 15 Tuolumne $500,000
10 | Kern $1,504,905 16 Calaveras $500,000
Total $36,272,917 17 Siskiyou $500,000
Medium Counties 18 Amador $500,000
1 | Sonoma $4,880,247 19 Lassen $500,000
2 | Monterey $3,637,529 20 Glenn $500,000
3 | Santa Cruz $3,095,711 21 Del Norte $500,000
4 | Santa Barbara $2,725,573 22 Colusa $500,000
5 | San Joaquin $2,692,496 23 Plumas $500,000
6 | San Luis Obispo $2,388,511 24 Inyo $500,000
7 | Stanislaus $2,219,980 25 Mariposa $500,000
8 | Marin $2,078,225 26 Mono $500,000
9 | Solano $1,706,512 27 Trinity $500,000
10 | Merced $1,416,702 28 Modoc $500,000
11 | Tulare $1,004,038 29 Sierra $500,000
12 | Butte $901,659 30 Alpine $500,000
13 | Placer $816,606 Total $18,733,336
14 | Yolo $786,681
Total $30,350,470 Non-Competitive Total $190,000,000

8$200 million less $10 million for State Administration = $190 million to counties
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