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HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Adopt a Resolution to accept and expend grant funding from the California Department
of Housing and Community Development (HCD), in an amount not to exceed
$36,000,000; and,

Authorize the City Manager, or designee, to execute all necessary documents and any
subsequent amendments, including amending the terms, or changing the amount of the
award, with HCD relating to the grant application and award to the Long Beach
Development Services and Health and Human Services Departments, for acquisition and
operation of an existing hotel and conversion into interim housing options for persons
experiencing homelessness. (Citywide)

DISCUSSION

On July 16, 2020, the State of California Department of Housing and Community Development
(HCD) released a Notice of Funding Availability (NOFA) for approximately $600 million in
grants as part of the Homekey Program (Homekey). The program is a statewide effort to rapidly
sustain and expand housing for persons experiencing homelessness and impacted by COVID-
19 by partnering with local entities to acquire and rehabilitate a variety of housing types,
including, but not limited to, hotels, motels, vacant apartment buildings, and residential care
facilities.

Eligible grant activities include, but are not limited to, acquisition or rehabilitation of motels,
hotels, or hostels, master leasing of properties, acquisition of other sites and assets, as well as
other limited activities in support of housing for those experiencing homelessness.

Specifically, projects include nonresidential structures with a certificate of occupancy such as
a motel, hotel, or hostel; adult residential facilities, residential care facilities for the elderly,
manufactured housing, and other buildings with existing residential uses; muitifamily rental
housing projects; and, other structures. The City’s focus is on using motel structures for
conversion into interim housing for people experiencing homelessness.

Of the $600 million in Homekey grant funds, $550 million is derived from the state’s direct
allocation of the federal Coronavirus Aid Relief Funds (CRF) and $50 million is derived from
the state’s General Fund to supplement the acquisition of, and to provide initial operating
subsidies for, Homekey sites. Any award from the CRF funds must be expended by December
30, 2020, while General Funds must be expended by June 30, 2022.
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Staff intend to apply for funds to offset costs associated with acquisition, conversion, and
operations of an existing motel into interim housing for people experiencing homelessness. A
Resolution of the City Council is required by HCD before grant funds can be received.

Actions Taken

Upon notification of potential availability of Homekey funds, and in light of the extensive need
for interim and permanent housing opportunities within the City, a City team comprised of
representatives from various departments was activated to research potential properties to
target for acquisition. City staff commissioned a commercial real estate firm to gauge interest
from hotel and motel owners in Long Beach. City staff evaluated the cost-effectiveness of each
potential facility along various criteria such as total number of units, proximity to amenities such
as transit, grocery stores, or libraries, physical condition, and potential nuisance abatement.
For the most viable options, City staff then commissioned a “Broker Opinion of Value.”

On August 11, 2020, in closed session, the City Council was presented with an update on
progress and several acquisition opportunities. City staff submitted a grant application to HCD
and pursued negotiations with potential acquisition opportunities.

On August 13, 2020, City staff submitted an application to HCD for Homekey funds to support
both acquisition and operations of a property for use as interim housing. On August 28, 2020,
HCD notified City staff that the application had passed threshold and funds had been reserved,
pending completion of certain milestones of acquisition.

Proposed Project

City staff will use Homekey funds toward the acquisition and conversion of an existing hotel
into units of interim housing, with the goal of up to 110 units depending on which property can
ultimately be secured. The facility will be prioritized for adult-only households with multiple
underlying health issues who have been supported by current Project Roomkey operations,
have already been matched to a permanent housing resource, and/or are high priority for
housing match through the Coordinated Entry System (CES). Interim housing provides
temporary housing for people transitioning to permanent housing solutions within 24 months.
While some residents may live in interim housing for only a short period of time, there is no .
maximum length of stay and the units functionally serve as permanent supportive housing and
housing for rapid entry. The City currently lacks this type of facility within its portfolio of
homelessness and housing services; therefore, the ability to acquire and operate this facility-
type is expected to substantially improve the City’s ability to shelter individuals experiencing
homelessness. The City may sell or transfer the asset to an affordable housing developer or
operator at a future date, but the City is contemplated as the near-term owner and operator
through the assistance of a third-party contract property management provider.

The City will sponsor the acquisition of the proposed site with the support of Homekey funding
and other grant programs including the Homeless Emergency Aid Program (HEAP), the
Federal Emergency Solutions Grant (ESG), and the State's CARES Act allocation. City staff
will partner with its on-call property management provider to manage the property immediately
after acquisition. The tenant population will be primarily people experiencing homelessness
with incomes at or below 30 percent of Area Median Income (AMI) who are engaged in the
City's Continuum of Care Coordinated Entry System. The goal of the City's transitional housing
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program is to facilitate the movement of people experiencing homelessness into permanent
housing within 24 months by using the housing first model to enable stability toward defined
housing goals. There are no anticipated age restrictions on this site, but future operations may
include provisions in that regard depending on projected market demands.

Project Impact

Lack of affordable housing in Long Beach remains a barrier for people to transition out of
homelessness. To alleviate these barriers, transitional housing provides a bridge housing
model using housing first and supportive services to provide stability toward defined housing
goals. Supportive services that aid participants with housing and stability include client-
centered case management, Individual Stability Plan development, employment development,
domestic violence support (including military sexual trauma), stress/anger management, health
education, wellness, and mental health treatment.

The COVID-19 pandemic has increased the need for shelter, interim housing, and permanent
housing solutions, as it poses an additional public health threat to unsheltered people
experiencing homelessness in Long Beach, especially seniors and those with underlying health
conditions. In response, the City utilized the Project Roomkey program to provide temporary
shelter for over 200 individuals, but more support is needed beyond this opportunity. Among
other challenges, the COVID-19 pandemic has exacerbated the shortage of available
permanent housing solutions, in part due to low turnover of units stemming from eviction
moratoriums and delays in acquiring necessary documentation due to closure of agency
locations. Fair market rentals and other permanent supportive housing options have also been
reduced.

Interim housing options in Long Beach remain extremely limited due to lack of resources — the
current interim housing model operates through motel vouchers, and are currently limited to
veteran, family, and domestic violence subpopulations. Adult-only or single adult households
who do not meet these requirements often cycle through shelters or end up living in locations
not suitable for human habitation. Lack of interim housing options also contribute to a lack of
continuity of care. Without local interim housing options, case managers often lose touch with
clients as they move out of the area to access other temporary housing options.

The proposed project would begin to fill a crucial gap in the City’'s Homeless Services. The
proposed units, which could be up to 110 depending on the property selected, represent 6.3
percent of the unsheltered population in Long Beach and will ensure more effective transitions
into permanent housing. After acquisition and minor renovation, the proposed project site would
be temporarily operated by an on-call property management service, leveraging the Long
Beach Multi-Service Center and the Long Beach Continuum of Care to provide wraparound
services. City staff would simultaneously conduct a competitive request for proposals (RFP) for
ongoing site management and wraparound service provision from local providers with
experience in operating housing programs focused on supporting people experiencing
homelessness with multiple special needs.

Property acquisition negotiations are ongoing and there is no guarantee that the City will be
able to complete a motel acquisition. The provisions of the State’s Homekey program, which
limits reimbursement for acquisition to appraised value and the City’s own financial constraints,
place an upward limit on an acquisition. The real estate and hospitality market is currently
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facing uncertainty and not all seller expectations may be reasonable or within the City's
constraints.

The Long Beach Homeless Outreach Network has created the Bridge Initiative, which is a
focused effort of increased outreach and engagement within a mile radius of any newly opening
homeless service program. The initiative brings together City departments including Health and
Human Services Outreach Workers, Police Department Quality of Life Officers, Fire
Department HEART Team, and Public Works Clean Team, as well as Outreach Workers from
nonprofit organizations to coordinate outreach and clean-ups within the area. Persons
experiencing homelessness are educated on the services that will be provided once the
program opens as well as engaged for their interest in services available throughout Long
Beach. Engagement activities consist of offering services and opportunities for housing,
encouraging people to work with case managers who can support the establishment of a
sustainable permanent housing plan, and addressing any health-related concerns and
connecting them to care. The team will also focus on posting for cleanup followed by cleanup
of outside spaces, and clearing debris and items used for outside habitation. For the opening
of any new interim housing program, the Homeless Outreach Network will conduct outreach as
well as respond to other requests as they arise in the mile radius surrounding the property.

This matter was reviewed by Deputy City Attorney Sarah E. Green on September 25, 2020 and
by Budget Analysis Officer Julissa José-Murray on October 5, 2020.

TIMING CONSIDERATIONS

Homekey funds must be expended by December 30, 2020. This timeline is challenging in light
of the numerous milestones needed to close a purchase of this scope, but City staff are
confident that acquisition can be completed by this deadline. An adopted Resolution of the City
Council is required on October 20, 2020, to meet the December deadline set by HCD.

EQUITY STATEMENT

The City has incorporated the Equity Toolkit into this recommendation as requested by the City
Council on April 21, 2020. This recommendation will assist people experiencing homelessness
in Long Beach who are at increased vulnerability for COVID-19 exposure by providing quality

shelter services in a non-congregate shelter model. |

FISCAL IMPACT

This recommendation authorizes the City to receive up to $36,000,000 in grant funds to support
costs associated with the acquisition and conversion of an existing hotel facility into interim
housing. HCD guidelines require the City resolution and action to request double the
anticipated grant funds. The actual anticipated grant amount is $15,000,000 although staff will
pursue up to the maximum grant of $30,000,000. A City match of up to $6,000,000 is required
to support the acquisition activities. These funds will be drawn from existing homelessness
funds as well as supplemental COVID-related state and federal dollars, the anticipated funding
mix is found in the table below, these amounts are estimates subject to change:
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Department Amount Funding Source
Health $ 700,000 HEAP Grant
Health $ 1,000,000 States CARES Act allocated
for Homeless Services
Development Services via Health $ 2,600,000 CDBG- ESG
Development Services $ 1,700,000 CDBG- CV3
Total (Up To) $ 6,000,000

Appropriation required to facilitate the acquisition will be included in future City Council action
authorizing the purchase and sale agreement. Existing budgeted positions within the
Departments of Development Services, Economic Development, and Health and Human
Services will administer this grant and pursue acquisition. Property management services will
be provided by an existing on-call firm with a contract already administered by Economic
Development Department staff.

The Health Department anticipates the State will provide some level of funding for operating
and maintenance costs for the first two years of operations. Current negotiations assume $1.2
million annually from the State for two years for a 100-room site or $600,000 annually for a 50-
room site. Staff estimate annual operating costs at $1.5 million for a 100-room site or $1.0
million for a 50-room site. The operating shortfall after the State contributions would range
between $300,000 to $600,000 and is anticipated to be covered by a combination of the City’s
ESG CARES and State HHAP allocations for the first two years. At the end of initial two-year
period, the State will cease supporting site operations and the City would need to find other
funding to cover operation and maintenance costs for the site.

This recommendation has minimal staffing impact beyond the budgeted scope of duties, and
no increase in personnel is requested. This action is consistent with existing City Council
priorities, and there is no local job impact associated with this recommendation.

SUGGESTED ACTION:
Approve recommendation.

Respectfully submitted,
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OSCAR W. ORCI APPROVED:
DIRECTOR OF DEVELOPMENT SERVICES '

THOMAS B. MODICA

KELLY COLOPY CITY MANAGER
DIRECTOR OF HEALTH AND HUMAN SERVICES

ATTACHMENT: RESOLUTION
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF LONG BEACH AUTHORIZING APPLICATION TO
THE HOMEKEY PROGRAM

WHEREAS, in 2014, the City of Long Beach had its lowest violent crime
rate in 42 years, but there are still too many residents who are victims of gun violence.
Long Beach saw an increase in violent crimes in 2015, reflecting a statewide and national
trend. In 2015, the Long Beach Police Department responded to 286 reported shooting
incidents involving both hit and no-hit shootings.

WHEREAS, The Department of Housing and Community Development
(Department) has issued a Notice of Funding Availability (“NOFA”), dated July 16, 2020, for
the Homekey Program (“Homekey” or “Homekey Program”). The Department has issued
the NOFA for Homekey grant funds pursuant to Health and Safety Code section 50675.1.1
(Assem. Bill No. 83 (2019-2020 Reg. Sess.), § 21.); and

WHEREAS, the City of Long Beach (“Ap.‘p!icant”) desires to apply for
Homekey grant funds. Towards that end, Applicant is submitting an application for
Homekey funds (“Application”) to the Department for review and consideration; and

WHEREAS, The Department is authorized to administer Homekey pursuant
to the Multifamily Housing Program (Chapter 6.7 (commencing with Section 50675) of Part
2 of Division 31 of the Health and Safety Code). Homekey funding allocations are subject
to the terms and conditions of the NOFA, the Application, the Department-approved STD
213, Standard Agreement (“Standard Agreement”), and all other legal requirements of the
Homekey Program; and
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NOW, THEREFORE, the City Council of the City of Long Beach resolves as
follows:

Section 1. Applicant is hereby authorized and directed to submit an
Application to the Department in response to the NOFA, dated July 16, 2020, and to
apply for Homekey grant funds in a total amount not to exceed Thirty-Six Million Dollars
($36,000,000). That amount includes Thirty Million Dollars ($30,000,000) for capital
expenditures (as allowed under Health and Saf. Code, § 50675.1.1, subd. (a)(1)-(6)) and
Six Million Dollars ($6,000,000) for a capitalized operating subsidy (as allowed under
Health and Saf. Code, § 50675.1.1, subd. (a)(7)).

Section 2. If the Application is approved, Applicant is hereby authorized
and directed to ensure that any funds awarded for capital expenditures are spent by
December 30, 2020, and that any funds awarded for capitalized operating subsidies are
spent by June 30, 2022.

Section 3. If the Application is approved, Applicant is hereby authorized
and directed to enter into, execute, and deliver a Standard Agreement in a total amount not
to exceed Thirty-Six Million Dollars ($36,000,000), any and all other documents required or
deemed necessary or appropriate to secure the Homekey funds from the Department and
to participate in the Homekey Program, and all amendments thereto (collectively, the
“Homekey Documents”).

Section4.  Applicant acknowledges and agrees that it shall be subject to
the terms and conditions specified in the Standard Agreement, and that the NOFA and
Application will be incorporated in the Standard Agreement by reference and made a part
thereof. Any and all activities, expenditures, information, and timelines represented in the
Application are enforceable through the Standard Agreement. Funds are to be used for the
allowable expenditures and activities identified in the Standard Agreement.

Section 5.  The City Manager or his designee is authorized to execute the
Application and the Homekey Documents on behalf of Applicant for participation in the

Homekey Program.
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Section 6.  The City Manager or his designee, does hereby attest and
certify that the foregoing is a true and full copy of a resolution of the governing body
adopted at a duly convened meeting on the date above-mentioned, and that the
resolution has not been altered, amended, or repealed.

| hereby certify that the foregoing resolution was adopted by the City
Council of the City of Long Beach at its meeting of , 20 , by the

following vote:

Ayes: Councilmembers:
Noes: Councilmembers:
Absent: Councilmembers:

City Clerk
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