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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
April 28, 2015
TO:
Mayor and Councilmembers

FROM:
Administration, Housing & Human Services Division, 

Community Development Department Name

SUBJECT:
Casa Esperanza Homeless Center/People Assisting The Homeless 
Merger
RECOMMENDATION:  
That Council approve, in concept, the assignment of City Agreements Nos. 24,758, 24,757, 24,952, and City Purchase Order No. 387931, pending Casa Esperanza Homeless Center's merger with People Assisting the Homeless (PATH), subject to further assurances as recommended by City Attorney.
EXECUTIVE SUMMARY:

Casa Esperanza Homeless Center (Casa) has been negotiating with People Assisting the Homeless (PATH) regarding a merger.  As a part of its due diligence, PATH is asking for assurances that Casa’s current grant agreements will be assigned to them once the merger is complete.  In addition, the City has interest in three of Casa’s recorded documents.  These documents will be reviewed and updated, if necessary, during the title transaction of the merger.  Casa’s financial situation has improved; however their Fiscal Year 2016 operating budget assumes the continuation of extra discretionary funding from the City and County of Santa Barbara of $125,000 and $120,000, respectively.  It also assumes an additional $180,000 from the County in billings for services provided. The recommendation before Council today has no financial impact for the City.
DISCUSSION:
On November 25, 2015, Council received a report on the operations of Casa Esperanza Homeless Center. This review of operations included programmatic changes, current fiscal position and merger discussions with PATH.  At that time, Council asked Casa to return with an update on the merger talks and the organization’s success in obtaining Fiscal Year 2015 budgeted contributions and private grants.

Merger Update
Casa and PATH have agreed to a merger in which Casa will be merged into PATH. PATH will assume all of Casa’s assets, liabilities, contracts and operations.  The merger is subject to:

· Approval (or non-action) of the California Attorney General;
· Agreement of the City and the County of Santa Barbara to the assignment of Casa’s agreements;
· Approval of PATH as owner and operator of the 816 Cacique Street building, with PATH agreeing to perform under deed restrictions dated August 17, 1999; and
· Renewal of the current year’s discretionary City and County funding for Fiscal Year 2016 to help balance Casa’s budget.

PATH is a 501(c)(3) organization that provides shelter, housing and related services to people experiencing homelessness. Their mission is to end homelessness for individuals, families and communities, and they have been working towards this goal since 1984. They provide emergency, transitional and permanent housing in 22 locations from San Diego to San Luis Obispo. They also provide a comprehensive system of housing-focused supportive services, including strategic street outreach, intensive case management, system navigation, employment assistance, housing location and placement, as well as housing retention.

PATH views homelessness as a community issue and partners with communities throughout Southern California to create and implement customized strategies to reduce homelessness.
The merger will provide Casa with greater technical expertise than it would otherwise be able to develop on its own, including: program design and management, operations, case management, fundraising and development, personnel, and information technology. PATH currently administers dozens of governmental contracts and is familiar with implementing the programmatic and financial requirements that go along with these funds.   
Three current or former members of Casa’s Board will join the PATH Board of Directors, and PATH will form an Advisory Board consisting of the balance of Casa’s Board members, as well as other interested community members.
PATH in Santa Barbara will provide the same services and programs now offered by Casa. PATH will support Casa’s grant writing and development activities; however PATH expects Casa to remain self-funding.  PATH has, in turn, agreed that all public and private money raised from Santa Barbara sources will be used for Santa Barbara programs. Staff will take steps to ensure these commitments are legally documented in the City agreements.
The City currently has three agreements and one purchase order with Casa. 

· $202,100 General Fund contribution ($77,100 for the annual winter shelter and $125,000 additional funding) 
· $51,000 Community Development Block Grant 

· $39,000 Human Services Grant
· $10,000 purchase order for Police Beds allowed by Conditional Use Permit

PATH is requesting assurance from the City that the above agreements will be assigned to them upon completion of the merger, at which time Council can make the final assignment. 

In addition to the City grant agreements, Casa has three recorded documents that involve the City:
1. “Restricted Use Covenant Imposed on Real Property for Operation of a Homeless Shelter and Related Services” (Recorded 8/17/99 as 1999-0064812)
This document dates back to 1999; therefore it will be reviewed in connection with the real estate title transaction with PATH to ensure that it is current.
 2. “Covenants, Conditions, and Restrictions” (Recorded 12/20/99 as1999-0098691) 
This document dates back to 1999; therefore it will be reviewed in connection with the real estate title transaction with PATH to ensure that it is current.  The latest Planning Commission conditions of approval need to be incorporated into a new set of CC&R’s to be drafted by the City Attorney.
 3.  “Off-Site Parking License” (5/26/2013 as 2013-0032925)
This document will remain in effect and runs with the land.  No Council action is required.

           
Financial Update
At the November 25, 2015 Council meeting, Casa representatives described a strategy to further strengthen its financial position:  

· Refinance Casa’s outstanding mortgage with Business First, totaling $994,212 at a 7% interest rate with a balloon payment due on August 1, 2017;  

· Apply to prior funders, describing Casa’s improved circumstances, and ask for ongoing support for their shelter operations;
· Apply for new funding sources that have not been available due to Casa’s previous programs and outcomes; and
· Approach the City, County and Cottage Hospital with a clear description of their costs of operations and request reimbursement at levels that cover the costs of service delivery.

Since that time, Casa has refinanced its mortgage at 4.5%, which has reduced their annual operating expenses; regained funding support from foundations that previously declined to fund them, including the Crawford-Idema Foundation, the Outhwaite Foundation, the Wood-Claeyssens Foundation, and others; and successfully renegotiated their medical respite-bed reimbursement levels with Cottage Hospital to fully pay for bed night costs.  
Casa also began negotiations with the County to more adequately reimburse them for the costs of providing services. Casa’s position is that they still have a number of grants from County Departments, including Probation, Alcohol Drug and Mental Health Services, and Social Services, that are reimbursed at levels below their service delivery cost. Casa has estimated $180,000 in projected cost reimbursement increases in their Fiscal Year 2016 budget.

Casa’s Fiscal Year 2016 budget includes the continuation of the extra funding of $125,000 from the City and $120,000 from the County.  It also assumes a service reimbursement increase of $180,000 from the County as mentioned above. Increased expenses for Fiscal Year 2016 include the addition of the Managing Director’s salary for a full year; reinstatement of security and winter shelter staffing levels; increase of Certified Nursing staff to meet requirements of Casa’s agreement with Cottage Hospital; addition of an employment navigator that is funded by a recently-awarded County grant; and a 1.8% increase in worker’s compensation insurance.
BUDGET/FINANCIAL INFORMATION:

The City’s assignment of Casa’s agreements to PATH will have no financial impact.  Casa’s request for the extra $125,000 will come before Council with the requests from community organizations during the Fiscal Year 2016 budget deliberations.

ATTACHMENT:
Casa Esperanza Homeless Center Merger Approval Letter
PREPARED BY:
Sue Gray, Community Development Business Manager
SUBMITTED BY:
George Buell, Community Development Director 
APPROVED BY:

City Administrator's Office
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