


MEMO: 	Strategies for Reducing the Homeless Population in Motels 
TO: 		Governor Patrick
FR: 	Undersecretary Aaron Gornstein, Department of Housing and Community Development (DHCD)
CC:		Secretary Shor
DT:		January 2, 2014

PURPOSE

This memo proposes recommendations to dramatically reduce the motel population by increasing availability of non-motel shelter facilities and supporting policies designed to increase the exit rate.  The total FY15 net cost of the recommendations is $11.4 M.
Additionally, this memo proposes recommendations to increase the availability of permanent supportive and affordable housing with a one-time cost of $20M and $10M annually.

BACKGROUND

Motel use has persistently risen in recent years. A downward trend in motel use through much of FY14 was dramatically reversed with a spike of families seeking shelter this summer. The number of entries has since declined to more manageable levels. Due to scaled back federal investment in Section 8, unemployment benefits, and other anti-poverty measures, we have every reason to expect the historically high demand we have seen will persist, and we remain concerned that it may continue to rise.
As described in a recent memorandum to you, DHCD is on track to add 650 congregate shelter units in FY14. This expansion in the baseline capacity of the Emergency Assistance shelter system diverts demand from motels. Additionally, we are currently implementing a $2,000 benefit for families exiting shelter, which augments the $4,000 HomeBASE Household Assistance benefit, and a reduction in the waiting period to re-enter shelter from 12 months to 3 months. These measures will help increase exits rates overall.
Front door entries are very volatile, subject to other economic and personal factors, and therefore difficult to predict. In the past three years, entries have ranged from a low of fewer than 200 a month to a high of nearly 600 per month. DHCD revises caseload projections on a monthly basis.  While alternative scenarios suggest tens of millions of dollars of variation in potential FY15 costs to continue reducing the number of families in motels, we believe the assumptions used here are reasonable (but not certain) based on the best data we have to date. As we incorporate more FY14 data, we will have increasing confidence in our FY15 projections. It is our intent to continue updating these figures with December data prior to filing your budget, and to work with both Ways and Means Committees to ensure that the final GAA presented for your signature reflects current trends as we enter FY15. 

RECOMMENDATION
The number of families in motels is a function of total demand for shelter, less the availability of other, non-motels shelter units. Expanding non-motel shelter capacity is the only certain mechanism for diverting demand from motels. Of course, the preferable mechanism for reducing demand on motels is to reduce overall demand for shelter. Reducing overall demand is a function of factors largely outside of the emergency shelter system’s control: macroeconomic factors such as housing cost, employment, federal and state support for other cash assistance, housing, and anti-programs. However, DHCD does provide cash assistance for families in need through the HomeBASE Household Assistance program, and support alternative, long term housing solutions. These are discussed, below.
The following recommendations are intended to increase diversion rates, shift capacity from motels to congregate and co-location settings, and increase exit rates. Increased diversion and exit rates have the effect of reducing overall demand for shelter at any given time.
Based on our current caseload assumptions, implementing the policies would result in a total motel population of under 900 families at the end of December 2014 (compared to a projection of approximately 2,248 without these policies), and a total motel and shelter population of 4,568 families. The net FY15 cost of the motel, shelter, and HomeBase proposals described below is $11.4 M, resulting in total spending of $218.5 M for these programs next year.  This estimate assumes that the system will realize significant savings in the motels line item, as illustrated in the table below. Additionally, the FY15 investment assumes implementation as soon as possible in FY14, which requires an additional $4.2 M in an FY14 supplemental appropriation.

	Line Item
	FY14
	Compared to Current FY14 Projections
	FY15
	Compared to FY15 Current Projections

	Emergency Assistance
	 $108,680,287
	 $5,081,375 
	 $167,344,145 
	$46,560,000 

	HomeBASE
	 $59,138,055 
	 $0   
	 $26,190,811 
	 $9,041,812 

	Hotel/Motel
	 $51,257,704 
	 $ (3,126,250)
	 $27,120,700 
	 $ (44,182,129)

	Total
	$218,053,421
	 $932,500 
	$220,655,656 
	$11,419,683 



Diversion

$6,000 HomeBASE Household Assistance (HBHA) diversion
HBHA currently diverts 4% of EA applicants from shelter (FY14 YTD), equal to 20 families per month; 3% of families exit shelter each month using HBHA. The outcomes described above are based on a goal of doubling the numbers of families diverted or exiting from shelter each month. The current maximum $4,000 benefit is less than many families need to rehouse immediately, especially in the Boston area. 
As previously noted, DHCD has just begun  providing an additional benefit for families exiting shelter by utilizing $2M from the Housing Stabilization and Preservation Trust Fund for FY14.
I recommend raising the limit on HomeBASE Household Assitance from $4,000 to $6,000 for families entering shelter, to increase diversions and equalize the benefit for entries and exits. A higher benefit for exits creates a perverse incentive. The FY15 gross cost for continuing to provide a $6,000 benefit for both exits and diversions is $8 M, and is factored into the net shelter costs noted above.
Increased Non-Motel Shelter Capacity
As of November, our non-motel family shelter capacity consists of 967 congregate care, 1124 scattered site, and 233 co-shelter units, for a total of 2,324 units.
Congregate Shelter Expansion
Congregate shelter settings consist of a small number of families sharing housing with intensive rehousing and other services, administered by experienced shelter providers who contract with DHCD. The nightly cost of housing a family in congregate shelter tends to be slightly higher than in a motel, but it is a better setting for families. We are already slated to add another 437 congregate beds this fiscal year. 
We recommend adding 1,000 congregate units, beyond those already scheduled to come online, so that baseline capacity will approach the actual capacity needs we are experiencing. This will have a gross cost of $42M annually, which is factored into the net shelter costs noted above. This proposal accounts for a significant amount of the cost savings in the motel line item as a result of moving families into congregate settings.
Scattered Site Conversion
DHCD has actively worked with providers to convert scattered site units to co-housing (shared) units. The scattered site units function similar to long-term housing support, which is not the intended function of the emergency shelter system. Co-location will reduce the average length of stay for families in scattered site facilities, and allows us to increase capacity without incurring additional real estate costs. 
Increased Exit Rates

Incentive Payments
Incentive payments will help support more effective outcomes among the more than 50 different shelter providers, and could inform future contracting decisions. We propose a $1,500 exit payment to providers for each family exiting shelter within six months (currently about half of families). This should support the increased exit rates for families in shelter (not motels) assumed in our financial and population estimates. This is a better outcome for those families, and frees up capacity to reduce demand on motels.
These payments should also help to offset the impacts of a 9C reduction in housing stabilization funds which occurred (and has been built into subsequent budgets) after providers signed contracts in 2008.
DHCD estimates this proposal would have a gross cost of $3.2 M in FY15, not accounting for any motel and shelter savings due to families exiting more rapidly from shelter, and is factored into the net shelter costs detailed above.
Increased Transitional Housing Staffing
Motel conditions and exit rates would be helped by three additional transitional housing specialists at a cost of $220 K per year. This staff would focus on motels and should result in increased exit rates with lower recidivism by helping families develop and implement rehousing plans
Affordable Housing

In a length of stay analysis conducted using data on families exiting shelter in FY2013, roughly 20% of families stayed one year or longer and 5% stayed over two years. The median length of stay was 152 days.  The families staying longer than one year consume a disproportionate amount of resources and require longer term housing solutions.
The following recommendations are meant to mitigate long term housing instability, which is one cause of homelessness. People who experience housing instability represent a much larger population than those in shelter, so increases in these programs are not likely to precipitate a sizeable short term impact on demand for shelter. However, we specifically do not recommend dedicating these resources only to those in shelter, as this creates a perverse incentive for individuals to enter shelter rather than work out alternate arrangements, such as cohabitation with friends or family. To comply with fair housing laws, these will be distributed to individuals who are on long standing waiting lists for public housing (which includes shelter families among tens of thousands of others).
These policies would also signal to the Legislature and the advocate community a continued support for affordable housing, and pre-empt any accusation that increased shelter resources represent a shift away from a “Housing First” policy.
1,000 New MRVPs 
New rental vouchers will primarily serve families on public housing or Section 8 waiting lists at a cost of $10 M per year. 
Permanent Supportive Housing
Adding $10 M to the Housing Stabilization and Preservation Trust will allow us to create 150 additional units of permanent affordable housing to serve families and individuals with more difficult barriers to obtaining and sustaining housing, including those with disabilities, medical challenges, or who are in need of more intensive supportive services.
OUTREACH
Upon your approval, DHCD will work closely with HED and your office to reach out to legislators and stakeholders.  We expect there will be strong support for all of these proposals. We will prepare a short brief and other important fact sheets to ensure that everyone has the same information. 

We will set up meetings with the following:

Legislators:

Senate President, House Speaker, Ways and Means Chairs, Housing Committee Chairs, plus other key legislators who have expressed a strong interest in homelessness issues.  We have been communicating regularly with all of these legislators over the past several months.

Advocacy/Stakeholder Groups

Homes for Families, Mass. Coalition for the Homeless, Regional Housing Network, CHAPA, One Family, Mass. Law Reform Institute, Mass. CAP Directors Association, legal services, shelter providers, medical providers, and others.

Media

We will work closely with your office to develop a media plan.  Given the significant coverage this issue has generated in recent months, I would expect strong media interest.
[bookmark: _GoBack]Appendix: Budget Details

The attached table summarizes the assumptions and consequences of 6 different scenarios. 
· Approved Maintenance Reflects FY15 approved maintenance.
· Updated Maintenance coincides with the cut target exercise, includes updated monthly data since maintenance, and reflects additional cost do to a planned additional 250 congregate units coming online in march, corresponding reductions in assumed motel usage, and the annualized cost of a $6,000 HBHA benefit for entries and exits. 
· YTD Trends (Actual) is a scenario based on actual data from July-November of FY14, with the exception of the Rental Assistance families returning to shelter, which is assumed to be 15% rather than the actual 9%. Since this is a novel, one time situation, we are wary that the number of families may increase as time passes and families who were in HBRA use up HBHA benefits or other resources. This assumes an annualized $6,000 HBHA benefit on exit, but not on entry, in contrast to the updated maintenance figure, which includes both.
· Current Projected represents a slight improvement over the YTD Trends, and is the baseline for cost comparisons in the attached Memo. We use slightly higher assumed HBHA exit rates based on the belief that YTD exit rates are abnormally low due to providers shifting resources to accommodate a sudden spike this summer, and that the increased $2,000 exit benefit and reduced waiting period to re-enter shelter will begin to put upward pressure on exit rates.
· Recommended Projected starts from the current projection and assumes higher exit and diversion rates as a result of the policies described in the Memo. It accounts for increased transitional housing staffing, 1000 congregate units, and an exit incentive for FY15. It does not include the FY14 costs for the exit incentive, though those costs of $1,022,625 are factored in to the table included in the Memo. The net costs when compared to the updated maintenance figure are $25.1M dollars, which includes the $13.7M in extra cost from the updated assumptions in the Current Projected Scenario.
The following notes may also help to interpret the table.
· The term “front door” or “entries” assumed here is exclusive of families transitioning off of Rental Assistance. In theory, this is because these families are “transitioning” rather than “entering.” The rental assistance families are otherwise accounted for in the model. 
· These proposals represent a significant capacity expansion in recent years. Factors behind this increase may include: macroeconomic factors; families who have been doubling up but have exhausted their options; and to a lesser extent, families transitioning off of HomeBASE Rental Assistance (“Rental Assistance”), reductions in federal support for Section 8 and other crucial anti-poverty programs.
· An increased HomeBase benefit for FY14 is not factored into costs because this would require specific legislative authorization, in addition to an appropriation. The current additional exit benefit is being funded through the Trust.
· There is no assumed impact from the affordable housing proposals on any of the homeless shelter scenarios.




