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Summary Report

Purpose of the Hearing

Four years ago California voters approved Proposition 46, the Emergency Shelter and Housing Trust Fund Act of 2002.  This general obligation bond provided $2.1 billion for a variety of new and existing affordable housing programs.  

The purpose of this hearing was to ascertain the current status of Proposition 46 funding and to review the funding commitments that have been made to date.  The hearing was also intended to focus attention on remaining housing needs in Southern California, especially the needs of homeless families with children, domestic violence victims, seniors, veterans, and emancipated foster youth.  
Brief Synopsis of Speakers’ Remarks
Tim O’Connell, Century Housing
Mr. O’Connell testified that he is shocked by the relative invisibility of California’s housing problem.  He was recently reminded of this in an editorial board interview when asked what the basis of the affordable housing crisis is.  Most Californians are adequately housed and do not see the plight of the homeless or the underhoused.  Nonetheless, there are 90,000 homeless persons in Los Angeles every night.  California has the lowest homeownership rate of any state, and Los Angeles the lowest rate of any city.  California also has the highest percentage of families paying more than 30% of their income for housing and the highest rate of overcrowding.  

Mr. O’Connell cited three primary factors that contribute to the affordable housing crisis.  First, wages are not keeping up with housing costs.  Second, the market does not provide a full range of housing opportunities.  Third, the social network for the needy is insufficient, leaving many families one crisis away from homelessness.

Frank Tamborello, Los Angeles Coalition to End Hunger and Homelessness
Mr. Tamborello cited the overwhelming magnitude of homelessness in Los Angeles.  On any given night, there are 80,000 to 90,000 homeless persons, including 20,000 parents and children.  Thirty-four percent suffer from mental illness, and 35% are disabled.  Only 17,000 shelter beds exist to accommodate this need.
Moreover, Mr. Tamborello argued that the goal is not to shelter homeless persons, but rather to provide them with permanent housing.  For a large portion of the homeless population, this means supportive housing with services.  Los Angeles’ Measure H would provide $250 million for supportive housing.  The state’s Proposition 1C has funds for both supportive housing and emergency shelters, which are still necessary.  Passage of these measures would support the development of 7212 single-room occupancy units or 3173 three-bedroom apartments in Los Angeles.  Leveraging these funds would provide enough resources to do both, housing a total of 16,000 persons or 20% of the city’s homeless population.  The additional resources for homeless shelters would help provide for persons who are waiting for permanent housing.
Kay Buck, California Partnership to End Domestic Violence
Ms. Buck testified that the California Partnership to End Domestic Violence advocates for emergency shelter and permanent affordable housing for victims of domestic violence, both of which are in short supply.  During the 2005 calendar year, 5,108 victims were turned away from shelters.  In addition, children become victims when their mothers cannot find emergency shelter.  There are other victims as well.  California has a large number of victims of slavery and trafficking, yet only one shelter in the entire state serves them.  Equally troubling to the lack of shelters is the fact that the supply of permanent affordable housing is at an all time low, meaning that victims who are ready to leave shelters have nowhere to go.  
Victims see home as a place of terror.  They are in dire need of a safe haven, an alternative that can help them escape abuse and rebuild their lives.  Funding is needed not only to build such facilities but also to operate the programs that assist survivors in the rebuilding process.
Elizabeth Calvin, Human Rights Watch
Ms. Calvin stated that her organization has investigated the rights of children in foster care.  Research has found an extremely high rate of homelessness among emancipated foster youth.  In California, each year 4000 foster youth “age out” of the foster care system every year, leaving them on their own when they turn 18.  One study found that 25 percent of these youth experience homelessness within two years of leaving foster care.  Another study in Los Angeles estimated that 50 percent of former foster children experience homelessness within the first six months of emancipation.  Moreover, 30 percent of adults who are homeless were in foster care as children.

Homelessness is prevalent among this population largely because emancipated foster youth have so few resources.  In interviews conducted by Human Rights Watch of former foster children in California who have become homeless, approximately 83 percent had no source of income when they aged out of the system. Seventy-one percent did not have medical coverage upon emancipation, despite the fact that all former foster children are eligible for medical coverage until age twenty-one. Sixty percent did not have a high school diploma when they were deemed to have reached adulthood and expected to provide for themselves.  Eighty-nine percent said that when they left foster care they had no adult to whom they could turn for help.
One of the clear problems is the lack of assistance, including housing assistance, that emancipated foster youth receive during the transition to adulthood.  Sixty-five percent of the youth who aged out in 2000-2001 were in need of affordable housing, but with a few exceptions they have nowhere to go.  The key to preventing homelessness among foster youth is to provide more affordable housing to serve the needs of foster youth.  

Porschea Williams, California Youth Connection
Ms. Williams described her experience as an emancipated foster youth.  She was able to get into a transitional housing program, but the program failed to provide the services that had been promised.  She was pregnant when she entered the program and had been told child care would be available, but there was none.  She had been told there would be job search assistance, but there was none.  After she did find a job on her own, she was moved to a different facility.  The commute was impossible, and she lost the job.  

Ms. Williams urged the committee to provide transitional housing that is both more professional and comes with real services to meet the needs of foster youth.  She also advocated for more affordable permanent housing to help foster youth when they leave transitional housing programs.

Marvin Schachter, Los Angeles County Area Agency on Aging
Mr. Schachter cited the fact that California’s senior population is growing rapidly.  Within 10 years, the population will double to 7 million seniors, and within 20 years seniors will represent 20 percent of the state’s total population.  Both in California and nationally, the three big issues facing seniors are housing, health care, and transportation.  
Mr. Shachter stated that 85 percent of seniors own their own home, but seniors are still vulnerable in many ways.  Most seniors are on a fixed income, and those who rent cannot afford rent increases or moving expenses when forced to relocate.  In addition, many of the affordable housing developments that do exist currently are eligible to convert to market rate rents.  At least 25,000 affordable housing units have already been converted to market rate rents in California.  Lastly, senior homeowners often need services or modifications to their homes to be able to live independently.  

Mr. Schachter testified that funding is desperately needed to preserve existing senior affordable housing developments and construct new ones to meet the growing need.  California also needs a universal design program to ensure that all new housing is accessible to disabled occupants and visitors.  Moreover, the growing number of seniors over 85 who will need housing that is both supportive and affordable presents a challenge that California has hardly begun to address.

Toni Reinis, New Directions
Ms. Reinis cited the famous quote, “The debt to our veterans can never be repaid.”  Nonetheless, the prevalence of homelessness among veterans is a national disgrace.  Nationally, there are 200,000 homeless veterans.  Los Angeles alone has 24,000 homeless veterans, yet the local Veterans Administration contracts for only 1,500 shelter beds and provides no permanent housing for veterans.  

Within the population of homeless veterans, drug and alcohol addiction is rampant.  Many spend time in mental hospitals, and for too many, suicide is the end.  The average homeless veteran is 48 years old, has little education, and suffers from addiction and mental health problems.  Seventy-five percent are African-American.  
As a result of the Gulf War and the Iraq War, over 589,000 recent veterans have left active duty, 53 percent of whom are between the ages of 20 to 29 years.  Twenty thousand of these new veterans are returning home with disabilities, and 15,000 of these recent veterans have been treated in Veterans Administration hospitals in Southern California.  Newer veterans are more educated, more heavily white and Hispanic, and more angry.  
While the housing and service needs of veterans are great, progress is being made to develop housing opportunities.  New Directions has created a continuum of housing for homeless veterans.  Ms. Reinis shared photographs of the projects New Directions currently runs or is in the process of developing (see her power point presentation in Appendix __), including over 200 shelter beds for disabled veterans on the grounds of the West Los Angeles Veterans Administration; the Regional Opportunity Center with 156 transitional housing units, an array of services, and a restaurant in which residents obtain work experience; 150 units of affordable supportive housing for disabled veterans on the grounds of the Sepulveda Veterans Administration; and two houses in West Los Angeles for women veterans.
Lucetta Dunn, Orange County Business Council
Ms. Dunn testified that while job growth and business are good in Orange County, 250,000 employees are required to cross county lines each day to get to work because of the severe shortage of workforce housing within the county.  One-third of the staff at Mission Hospital lives outside the county.  CSU Fullerton cannot attract the 500 new professors they need because of the cost of housing.  The Boeing Corporation cannot successfully recruit talent from out-of-state and instead must focus on young adults still living at home locally.  At the same time, Orange County’s population of young adults has dropped 15% in the last five years, creating a troubling trend under which the county in 20 years will be heavily dominated by seniors and children with a declined middle class.  Employers are wondering where their workers will come from.  Housing is the number one factor to assure economic prosperity and quality of life, yet a number of cities within the county continue to resist and fight new development to meet their own population and job growth.  

Ms. Dunn argued that continued funding for Proposition 46 programs is critical to housing the needy.  It is a little known fact that Orange County is second to Detroit in the rate of homeless per capita.  In addition, in order to meet workforce housing needs, the state must incentivize infill housing, publicize and educate about the need for housing, share housing success stories, and exorcise the regulatory barriers that prevent housing from being built.  Housing is the lynchpin of the economy, and failure to meet our housing needs will have significant economic consequences.
Di Richardson, California Housing Finance Agency
Ms. Richardson handed out and elaborated on a chart detailing the number of loans CalHFA made under the various Proposition 46 programs it administered (see appendix ___).  She stated that the agency has enough funding remaining to administer the Housing Downpayment Assistance Program (CHDAP) for about one more year and the Extra Credit Teacher Program (ECTP) for two more years.  Once the ECTP funds run out, CalHFA is likely to continue this program with agency funds.  The Homeownership in Revitalization Areas Program (HIRAP) has been successful in the Central Valley and Bay Area in partnership with local agencies.  Use of the Preservation Opportunity Program (POP) has been light, in large part due to the scarcity of permanent financing.  As a result, most of the funds under this program have reverted to the Multifamily Housing Program at HCD to support the Governor’s Homeless Initiative.  Lastly, most of the funds in the mortgage insurance program have rolled over to CHDAP for downpayment assistance or to the recently rolled-out Residential Development Loan Program (RDLP) that provides short-term, low-interest loans to local government agencies for site acquisition and predevelopment expenses attributed to specific affordable, infill, owner-occupied housing developments.  The agency has already awarded $7.75 million under RDLP and hopes to fund its first Southern California project in the very near future.  
Lynn Jacobs, California Department of Housing and Community Development

Ms. Jacobs testified (see her Power Point presentation in appendix ___) that Proposition 46 will result in at least 110,000 units of housing and shelter spaces throughout the state.  Moreover, HCD has been able to deliver the funds efficiently.  The programs the bond funded were up and running within six months of the bond’s approval by voters in the November 2002 election, and HCD maintained administrative costs below the 5 percent cap in the legislation.  

To date, HCD and CalHFA have awarded $1.5 billion of the total $2.1 billion that the bond made available.  Forty-six percent of these funds ($561 million) have been awarded to Southern California, providing for 31,000 units.  Los Angeles County alone has received $218 million from HCD and an additional $18 million from CalHFA.  

HCD has awarded $826 million under the Multifamily Housing Program, HCD’s main rental housing program.  Recipients have leveraged these dollars at a ratio of 3:1 to create approximately 14,000 affordable apartments.  Southern California applicants received almost $330 million of these funds.  HCD recently issued its last notice of funding availability (NOFA) and received $122 million in applications for $32 million in remaining Proposition 46 funds.  

HCD has awarded an additional $121 million under the Emergency Housing Assistance Program to support the construction of new or expanded shelters or transitional housing for the homeless.  Recipients also leveraged these funds at a 3:1 ratio to provide 10,000 new shelter bed spaces, more than half of which are in Los Angeles County.  HCD has also dedicated $40 million of bond funds to provide permanent housing with supportive services for the chronically homeless.
HCD has awarded all of the funds available for the Farmworker Housing Grant Program to create almost 7,000 affordable homes and apartments for farmworker families.  Two thousand four hundred of these units are in Southern California.  

HCD has also awarded $171 million to assist 6,500 families achieve the dream of homeownership.  The Building Equity and Growth in Neighborhoods (BEGIN) Program has exhausted its funding, and the CalHome Program is almost out of money.

Local cities and counties have received $71 million under the Jobs-Housing Balance Program and the Workforce Housing Reward Program as rewards for permitting more than 39,000 new housing units.  Eighteen thousand of these units are located in Southern California, including almost 7,400 in Los Angeles County.  

Ms. Jacobs stated that if Proposition 1C on the November ballot passes, HCD would be able to provide access to more than 37,000 affordable homes and shelter spaces, including assisting 23,600 families to become homeowners, providing 4,000 new affordable apartments, building 2,800 farmworker housing units, and creating 2,400 units of supportive housing for the homeless, those transitioning out of homelessness, and foster care youth.    

Beth Stochl, City of Los Angeles Housing Department
Ms. Stochl (see her power point presentation in appendix ___) stated that the City of Los Angeles, compared to other major American cities with high housing costs, has the greatest population with the lowest incomes.  It also has the largest population of homeless individuals and families.  The city has made significant contributions to its affordable housing trust fund, which is leveraged with other public and private funding sources and made available in lock step with state funding cycles.  Recently, the city’s major focus has been to create permanent supportive housing to house homeless and chronically homeless adults and families as well as transition-age foster youth.  
Ms. Stochl showed slides of seven individual projects that have received Proposition 46 funds.  Six of the projects, including two special needs and one senior development, received a combined total of $10.4 million in funds from HCD’s Multifamily Housing Program.  The developments created a total of 292 units.  The seventh development received BEGIN Program funding to support the construction of 39 single-family townhomes in Boyle Heights, including 11 units reserved for purchase by low-income families.
Overall, the City of Los Angeles received $110 million in Proposition 46 funds.  This money was leveraged with $400 million in others resources to support the development of 2,500 affordable housing units.  

Tom Scott, San Diego Housing Federation
Tom Scott testified that the San Diego region has received $118 million in Proposition 46 funds.  This money was leveraged with $346 million in other funding sources (a ratio of 3:1) to support housing and shelter opportunities for more than 4,000 households.  Eleven of the eighteen cities in the county received funding, including six that received awards under the Workforce Housing Reward Program.  

The large majority of the region’s awards, a total of $85 million, came from HCD’s Multifamily Housing Program (MHP).  Mr. Scott showed slides of eight MHP projects, and argued that MHP has been critical to achieving deep income targeting of new rental housing developments.  One of the projects, Fairbanks Ridge, offers rents affordable to households making as little as 25 percent to 35 percent of the area median income as a result of MHP funding.  
Overall, Proposition 46 funds were involved in half of all affordable housing development within San Diego County over the last four years.  Nonetheless, the region still faces a dire affordable housing need.  There are 100,000 very-low-income households that pay more than 50% of their income for rent, yet there are only 25,000 rent vouchers and 27,000 assisted housing units, all of which are in use or occupied.  

Findings
Based on the testimony of the hearing, Senator Lowenthal expressed the following findings and recommendations:
· Proposition 46 programs have created or preserved over 14,000 units of rental housing, helped more than 25,000 families achieve the dream of homeownership, and provided homeless shelter beds for 10,000 persons.  

· HCD and CalHFA have implemented the Proposition 46 in an efficient and expeditious manner.

· There are very significant remaining housing needs in Southern California.  The job is not finished.  

· Proposition 46 funds are already exhausted in most programs and will be exhausted in the remaining programs in the very near future.  
· California is still in the midst of a housing crisis, and continued efforts to provide shelter and affordable housing are desperately needed.  
· California needs to find a source of funding to keep the important affordable housing and shelter programs at HCD and CalHFA in operation.  
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