Lorporation fr Suppotive Huuin

S Bake Page j
== CSH bt Specral 2] 2
By

Prioritizing Households with Extremely Low Incomes in
Nevada’s American Rescue Plan

The Need

The COVID-19 pandemic has shed light on critical gaps in housing and community-based services for vulnerable
families and individuals in communities throughout the State. CSH’s National Supportive Housing Needs Assessment
estimates that roughly 8,000 Nevadans need deeply affordable permanent housing paired with wrap around
services, also known as “supportive housing.” These households include families and individuals experiencing
homelessness and/or unnecessary institutionalization, including 2,000 transition age youth, 1,000 aging seniors on
fixed or no income, and 2,500 people with justice involved backgrounds. Today’s housing crisis is further
compounded by an 11 percent increase in rental home prices in 2021 over those of 2020. With a rising demand for
market rate units and low vacancy rates, households who are severely rent burdened or lack sufficient services are
at the greatest risk of experiencing homelessness. These needs are further compounded by years of racial inequality
in our public systems. In Nevada, According to CSH’s Racial Disparities and Disproportionality Index (RDDI) Black
People are five times more likely, compared to other racial groups, to interact with the homeless response, justice,
child welfare, and other crisis response systems. American Indian/ Alaska Native and Hispanic/Latinx populations
are also over represented in these systems.

The Solution

The $3.7 billion allocation of State and Local Fiscal Recovery (SLFR) funds and $37 million allocation from HOME-
ARP from the American Rescue Plan Act (ARPA) offers Nevada a once-in-a-generation opportunity to seed
supportive housing development in Nevada, demonstrate the evidence-based effectiveness, and make the case to
scale this intervention to meet the need.

Although SLFR funds and HOME-ARP fund sources can provide the necessary funding to seed supportive housing,
the process to ensure that a sustainable pipeline continues long after ARPA funds expires requires a collective impact
approach. This undertaking will require all systems of care to prioritize allocating resources to address the need.
The Governor’s commitment, vision, leadership and budget, Legislative Action to codify sound policies, State
Departments like the Housing Division, Health and Human Services, and State Corrections will need to align
resources to provide quality services and prioritize funding for housing. The local Public Housing Authorities play an
important role to help provide needed Project Based Vouchers to keep developed units affordable and align with

community partners to prioritize certain populations like those with justice involvement as stated in HUD Secretary
Fudge's June 23, 2021 letter.

Prioritizing a substantial portion of ARPA funds for development for households with extremely low incomes and
significant service needs aligns with the Every Nevadan Recovery Framework Mission Statement by prioritizing basic
needs, community, economy, and quality of life and helps the State deliver on some of its key priorities:

e Supporting Disadvantaged Communities: increasing access to healthcare and community-based services by
addressing the immediate and long-term housing insecurity;

e Investingin Infrastructure: accelerating capital projects throughout Nevada that will result in the creation of
high-paying construction and development jobs now;

e Modernizing and Enhancing State Government Services: increase efficiency across state government and
align resources across major systems to improve services for Nevada’s residents.
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Addressing communities and households disproportionately impacted by COVID-19 will also address U.S.
Department of Treasury’s May 10, 2021 guidance suggesting that states make “investments in housing and
neighborhoods, such as services to address individuals experiencing homelessness, affordable housing
development, housing vouchers, and residential counseling and housing navigation assistance to facilitate moves to
neighborhoods with high economic opportunity.” Putting opportunity into action will require significant
collaboration among multiple state and local agencies, intricate layering and leveraging of multiple fund sources,
and development and evaluation of key performance indicators to ensure the most vulnerable Nevadans are housed
and remain housed permanently.

About Supportive Housing

Supportive housing is an innovative and proven solution to some of communities' toughest problems. It combines
deeply affordable housing with services that help people who face the most complex challenges to live with stability,
autonomy and dignity. Supportive housing improves housing stability, employment, mental and physical health, and
school attendance; and reduces active substance use. People in supportive housing live more stable and productive
lives. Supportive housing costs essentially the same as keeping people homeless and stuck in the revolving door of
high-cost crisis care and emergency housing.

The COVID-19 pandemic has.illuminated the importance that Housing is HealthCare! Non-congregate housing was
critical to reduce the spread of COVID-19 and we see the health benefits when a person has a roof, can stabilize in
a safe environment and then focus on their personal needs like physical health, behavioral health or increasing
income.

Developing Supportive Housing

Developing new supportive housing requires “three legs of a stool”- capital, operating, and services funding. To
mobilize and leverage ARPA funds to create enough supportive housing to meet the need, the State will need to
carefully braid these new resources with its existing sources noted in Table 2.

* Capital financing is the funding for both the hard and soft costs of new construction and rehabilitation (e.g. land
acquisition, construction costs, and architectural design) needed to plan, re-habilitate and build or acquire new
housing.

* Operating sources cover the gap between the costs of operating an apartment building (e.g., utilities, property
management, maintenance, etc.) and what the tenants can afford to pay in rent and utilities which traditionally
is 30 percent of the household income. As an example, the average Social Security Income (SSI) for Nevada is
$775 per month. If this household only had SSI income, they would not pay more than $232 per month on rent
and utilities.

e Services funding pays for the services that help families and individuals get housed and stay housed (e.g.
navigation, tenancy supports, substance use disorder treatment, and mental health services).

When leasing apartments in the private market, no capital sources are needed, and rental assistance takes the place
of operating subsidies. Rental assistance pays the difference between a tenant’s affordable rent and the market rate
rent for their apartment. A mix of new construction, acquisition/re-habilitation, and leased housing make for the
best array of tenant choices.
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The Funding Request

The State’s initial needs analysis calls for the creation of 4,458 units of supportive housing statewide to address the
supportive housing deficit. These numbers provide a baseline for development goals and targets for the State to
strive towards. Having specific goals for the State helps to align advocacy and planning efforts, maximizes resources
and generates a shared commitment that can support targeted efforts.

In order to determine jurisdictional need of how much supportive housing will address housing deficits and in-flows
into the homeless response system, CSH uses a formula that encompasses local need data, point in time counts for
those experiencing homelessness, existing housing inventory and a variety of sector level data to assess inflows into
the homeless response system and gaps. Considering the importance of this process by jurisdiction, CSH is
recommending that resources be made available to conduct a comprehensive supportive housing needs assessment
for each jurisdiction in the state to truly identify, account, and develop targeted goals for unit production.

For the purposes of this document, CSH is utilizing a hybrid approach utilizing publicly-available data for Northern
Nevada and Balance of State and system modeling results conducted by Southern Nevada to estimate need to
develop 4,458 units of supportive housing.

1. National Supportive Housing Needs Assessment assesses data across a spectrum of public systems that
provides a compilation of point in time, or census counts for people involved in multiple public systems that
have needs consistent with supportive housing.

2. In 2020, Southern Nevada conducted a robust System Modeling process that utilized numerous sources to
determine the permanent supportive housing need across multiple subpopulations. Using data provided
from the August 24, 2020 Southern Nevada System Modeling Report CSH has modified State supportive
housing needs projections to account for this robust process.

Refinements to the exact number of units needed can and should be made on a regular basis to ensure that supply
meets demand over time and to account for inflation and prevailing wage by considering fluctuations in the rental
housing market; new policies that help or hinder unit creation; federal, state, and local resource alignment; and
public support.

Financial Model Assumptions

In order to establish the costs of creating/rehabbing and operating 4,458 units over Three-Phases totaling a ten-year
period, a number of essential costs drivers have to be evaluated. The total costs may differ depending on whether
the supportive housing is created through development of new affordable housing units or buildings purchased and
rehabbed for supportive housing. The cost of newly constructed units includes the one-time capital cost of acquiring
land and building the units as well as the ongoing cost of maintenance and operation of the building. Acquisition will
require building acquisition, rehabilitation to ensure habitability and ongoing cost of maintenance and operation of
the building. Both acquisition/rehabilitation and new constructions of supportive housing requires the ongoing cost
of providing support services to the tenants in the units. The plan outlined in this document used working
assumptions for these costs, summarized below:

1. The average 2021 per-unit cost for new construction, acquisition, and rehabilitation in Nevada using the
Low-Income Housing Tax Credit project estimates.

2. The fair market rents and estimated affordable tenant rents for one-bedroom apartments for single adults
and three-bedroom apartments for families based on the Las Vegas-Henderson-Paradise, NV metropolitan
statistical area.

3. The national average for supportive service costs based on a 1:10 caseload ratio for service providers at a
living salary wage
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Table 1.2 Per Unit Cost Estimates for Supportive Housing N e ]
Developed/ Unit o | Per“'tCOSt

Capital One Time Costs ‘ 5231 580

Southern Nevada
Northern Nevada
Balance of State 03,790,400  $8,20

4458  $1,032,383,640 41,566,392

Phase I) (Years 1 - 2) ARPA Seeding Demonstration Allocation

$29,047,208

Development of deeply affordable supportive housing units are extremely limited throughout the State. To
demonstrate the evidence-based effectiveness of supportive housing for some of the States most vulnerable
populations, Phase | will cover a two-year period and utilize ARPA resources to help seed pipeline development and
jumpstart unit creation or rehabilitation processes.

To seed pipeline development of supportive housing, CSH recommends a phased approach using the following budget
allocations based on eligible uses of various ARPA, state, and local sources. By leveraging HOME-ARP and State Local
Fiscal Recovery Funds to compliment the average LIHTC estimated allocation, Nevada can incentivize developers to
embed deeply affordable units for households who make zero to 30 percent below area median income (AMI) in
planned affordable housing projects.

Based on 2021 estimated LIHTC estimates of 636 units, CSH proposes that 20 percent or 130 units of the total
allocation be set-aside each year for a total of 260 units in Phase I, (roughly 6 percent of the total State need), for
development/rehabilitation of units for households who make zero to 30 percent below AMI. The costs for Phase |

! Southern Nevada need estimate based on the August 24, 2020 System Modeling Report conducted by Written by HUD
Technical Assistance Providers from CSH and The Cloudburst Group
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can be leveraged with ARPA funds with a combination of nine percent LIHTC tax credits, existing HOME funds,
Community Development Block Grants, Health and Human Services resources and the State Affordable Housing Trust
Fund. The estimates provided can be distributed across geographies based on the regional state need percentages
outlined in Table 1.1.

Table 1.4 Phase 1 Funding Request Year 1
Funding Request for 130 Units of Supportive Housing
Sources ’ Operating/yr.

Se_rvices/yr. .I,nitiAal lnyestment
S s A
HOME-ARP? . ]

LIHTC" 9% _ $17,209,384 o  $17,209,384
State Housing Trust Fund $1,212,120 51',,212.'.120
$936,000  $936,000

$30,105,400 $1,212,120  $936,000 $32,253,520

Table 1.5 Phase 1 Funding Request Year 2
Funding Request for 130 New Units and Operating/ Servicing 260 Units in Year 1 & 2

Sources Operating/yr. Services/yr.

Lo Year 2 Total 15-yr. Total

Yr.1&2
_$3,224,004 . $3224004  $6448,008
HOME-ARP’ $9,672,012 | | $9,672,012 | $19344,024 |
LIHTC® 9% - S17o0038 L . s17209388 34418767
State Housing Trust Fund® $2,448,482 : $2,448,482 154,471,586
: e . 81,900,080  $1,900,080  $2,874,041
$30,105,400 $2,448,482 $1,900,080  $34,453,962 $67,556,425

2 SLFR: State Local Fiscal Recovery Funds — American Rescue Plan Act. Amount is 25% of the total set aside capital cost

* HOME-ARP - American Rescue Plan Act is 75% of the total set aside capital cost

# LIHTC: Low Income Housing Tax Credits — Based on 20% of state annual projected allocation. Figures are based on the average
2020 equity investment over the 10-year IRS period.

> HHS: Health and Human Services Sources: Medicaid, Substance Abuse Mental Health Block Grants, Mental Health Block Grants
etc.

® SLFR: State Local Fiscal Recovery Funds — American Rescue Plan Act. Amount is 25% of the total set aside capital cost

7 HOME-ARP - American Rescue Plan Act is 75% of the total set aside capital cost

& LIHTC: Low Income Housing Tax Credits — Based on 20% of state annual projected allocation. Figures are based on the average
2020 equity investment over the 10-year IRS period.

? State Housing Trust Fund can be replaced with other funding sources that can be used for operating expenses. 15-year
affordability period accounts for a 2% inflation rate per year.

10 HHS: Health and Human Services Sources: Medicaid, Substance Abuse Mental Health Block Grants, Mental Health Block

Grants etc. Sources can be replaced with other funding that can be used. 15-year affordability period accounts for a 3% inflation
rate per year.
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Phase 11) (Years 3 -7) 5-Years Funding Alignment

To support an ongoing pipeline of supportive housing post ARPA funding investments, coordination of resources from
various funding sources will be needed and coordinated during Phase I. Phase Il will utilize coordinated efforts to
jointly fund and scale an ongoing pipeline of supportive housing to continue to address the supportive housing need
by increasing the annual development goal. Coordinated tracking, data integration and evaluation during Phase Il will
help make the business case for dedicated resources to fund supportive housing in perpetuity through a dedicated
~ funding source. Phase Il will account for an annual goal of 260 units year three, 520 units in year four, 780 units in
year five, 1,060 units in year six, and 1,340 units in year seven. The costs for Phase Il are shared using various eligible
funding sources as well as leveraging a combination of 9% tax credits, Community Development Block Grants, and
State Affordable Housing Trust Fund dollars. Five-year totals for Phase Il can create 3,960 units of supportive housing
(combined with Phase I, can meet 95% the total unit need).

Phase I11) (Years 8 - 10) Dedicated Funding for a Supportive Housing Pipeline

Utilizing the research and business case from Phase I, a budget request will be needed in Phase |1l to ensure the state
has:

e adedicated funding source to meet and exceed the current supportive housing need of 238 units,
® resources to sustain the existing supportive housing operating and supportive services costs as well as,

* resources to fully address and account for ongoing capacity building and workforce development needs of
supportive housing.

Coordinated tracking, data integration and evaluation will continue in Phase Ill and will help refine appropriate
requests. Phase Il will account for an annual development goal of 120 units each year along with sustaining the
existing 4,220 units from Phases | and Il. The costs for Phase IIl will be proposed for legislative action and
development continue to leverage a combination of 9% tax credits, Community Development Block Grants, and
State Affordable Housing Trust Fund dollars to pencil the remaining supportive housing project need.

Three-year totals in Phase Il can create 360 new units (combined with Phase | and Il will meet and exceed the total
State need creating a total of 4,580 units) of supportive housing.
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The Policy Request

Develop a Capacity Building Strategy

The workforce related to supportive housing will need training and capacity building to operate quality supportive
housing as defined by CSH’s Dimensions of Quality Supportive Housing standards. To aid in the process of developing
the field to meet quality standards, CSH recommends the State host an annual Supportive Housing Institute aimed to
build the capacity of developers, direct service providers, property managers, and health care partners to develop,
operate, and/or form strong partnerships to deliver new, high-quality supportive housing developments. To ensure
that housing developments created through the Institute are successful in their applications the State should work to
prioritize projects who complete the Institute by setting aside capital, operating and supportive service funding to
help fund projects that complete the Institute training program.

Table 2: available funding sources

Layer Housing and Services Funding Sources

Funding Capital { Operating | Service | In response to COVID-19, the CARES Act and American
SAMSHA X Rescue Plan Act appropriates significant new resources
Medicaid X that, if aligned strategically, can have a substantial
Ryan White X impact in supporting systemic change from emergency
LIHTC X Limited | response and institutional settings to long-term,
HOME X permanent housing. Coronavirus funds such as
CoC X X X Community Development Block Grants (CDBG-CV),
CDBG X X State and Local Fiscal Recovery funds and HOME-ARP
HOPWA X X can be used for longer-term options such as capital,
Hospitals/Philanthropy X X X rental assistance, housing navigation, and tenancy
CDFI Loans X support services. Waivers may also be requested for
National Housing Trust Fund X X CDBG appropriations from FY19 and FY20 to align these
Public Housing Authority X X monies for broader, long-term COVID-19 responses. In
Social Impact Bonds X X addition to the CARES Act funding, it is critical to
Tax Reserves X X consider additional sources of funds that can be
Housing Bonds X X aligned. The adjacent table outlines additional
OZ Funds X resources that may be available that can be used to
STge L IHTG L maximize LIHTCs. Table 2 provides examples of possible
FgLEmE VOL_‘CherS X available funding sources for consideration. Based on a
gtate fgenries e X review of other resources to expand supportive housing

development, almost two-thirds of HFAs incentivize braiding of funds such as project-based rental assistance or
state housing tax credits. HFAs should extend this model and look to partner with other state agencies such housing,
child welfare agency, and/or department of corrections to pair housing vouchers and services dollars with
development capital. State Medicaid Waivers and Substance Abuse and Mental Health Block Grant dollars are ideal
sources to consider braiding to address the supportive service needs for supportive housing.

Develop a Multi-Jurisdictional, Multi-Sector Team

The State should develop a non- partisan, cross-divisional team responsible for identifying solutions, aligning
resources throughout the state, and promoting best practices. This can be achieved through executive order and/or
legislative action. In some cases, states may have already developed an HFA workgroup to guide the QAP process
or a State Interagency Council on Homelessness (SICH) that brings together secretaries and commissioners from
key governmental departments, often including the HFA, with stakeholders. States may look to leverage the SICHs
as a platform for solving the upstream challenges of housing instability and affordability. Alternatively, in states that
have not developed SICHs or where SICHs choose to remain explicitly focused on ending homelessness, states can
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create a cross-divisional team by bringing together the HFA with core state agencies, such as Housing, Health and
Human Services, Child Welfare, Corrections, Economic Development, Education, and Finance. The governor may
appoint a chair for the taskforce or members may select a leader or co-leaders. It should be the goal of the taskforce
to coordinate available development and services resources across all partner agencies to ensure impact is
maximized.

Conduct a Supportive Housing Needs Assessment

As a first step, the Housing Taskforce should conduct a thorough housing needs assessment, with a specific focus
on supportive housing. This should include total number of units needed in each community across the state and
details on specific vulnerable populations. The taskforce should leverage the administrative data across state
agencies to create a wide reach in their review. To underscore the necessity of linking data across systems, data
sharing agreements should be codified in statute or through an agreed upon Memorandum of Understanding
(MOU). The findings from the need’s assessment should be accompanied with concrete solutions including an
implementation strategy and a supportive housing production plan. The production plan must include the number
of units needed in each community and details on funding resources that developers can access to meet the
production goals.

Develop Key Performance Indicators (KPIs) and Report on Progress

In addition to HFAs reporting on the number of units projected and actualized from the LIHTC supportive housing
allocation, similar efforts should be made to report on the progress of the Housing Taskforce. The taskforce must
set clear expected outcomes and review data annually to determine progress on both implementation and unit
production plans. While the Housing Taskforce is encouraged to develop its own set of KPIs to track outcomes based
on the goals set forth and agreed upon by its members, at a minimum it should track the total number of units in
the production pipeline and the total number of units created. The governor or legislature may consider mandating
an annual report to key offices or committees to ensure outcomes are being met. During annual reporting, the
taskforce may consider budgetary requests to support the Housing Taskforce goals and develop capacity through
training for service providers, developers, and property managers.
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