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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 
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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. 
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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 
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• 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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March 11, 2015 
 
Ms. Sue Gray 
Community Development Business Manager 
City of Santa Barbara 
P.O. Box 1990 
Santa Barbara, CA 93102-1990 
 
Re:  City approvals required for Casa Esperanza’s proposed merger into 

PATH (People Assisting the Homeless) 
 
Dear Ms. Gray: 
 
Casa Esperanza and PATH (People Assisting the Homeless) have agreed, in  
principle, to undertake a statutory merger, in which Casa Esperanza will be 
merged into PATH, and PATH will assume all of Casa’s assets, liabilities, 
fulfillment of contracts and assumption of operations, subject to: 
 

 Approval (or non-action) of the California Attorney General 

 Agreement of the City and the County of Santa Barbara for the 
             assignment of Casa Esperanza’s contracts 

 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 

 Renewal of the current year’s discretionary City and County funding into 
2015-16 to help balance Casa’s budget 

 
PATH 
 
By way of background, PATH is a 501-c-3 whose mission is to provide shelter, 
housing and related services to the homeless, with a goal of ending 
homelessness for individuals, families, and communities.  PATH has been 
working towards this mission since 1984 and now provides housing and 
supportive services in 22 locations from San Diego to San Luis Obispo. Since 
2013, PATH has helped more than 4,000 chronically homeless individuals, 
veterans, and families to move into permanent housing (www.epath.org).  
 
PATH’s audited 2013-14 financial statements, By-Laws, and Articles of 
Incorporation are enclosed for your review.  

Board of Directors 

 
Rev. Mark Asman 

    President 
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Barbara Allen 

Denny Bacon 

John Dixon 

David Hay 

Mark Manion, Esq. 

    Secretary  
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Juliana Minsky 
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David Peri 

    Treasurer 

Richard Ring 

    Vice-President 

Vickie Williams 

 
Board of Directors 

  Emeritus 

 

David Borgatello 

Naomi Schwartz (Dec.) 

Sandra Tripp-Jones 

 

Managing Director 

Jessica Wishan 
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Joseph Tumbler 
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PATH operates three main program types to address the homelessness issue from different 
angles: 

 
1. Housing  

 PATH provides both interim (400 beds of emergency and transitional shelter) and 
permanent housing (over 1500 units of scattered-site and project-based 
permanent supportive housing as well as rapid re-housing programs) throughout 
Southern California. 
 

2. Supportive Services 

 PATH provides 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. 
 

3. Community Engagement 

 PATH sees homelessness as a community issue and partners with communities 
throughout Southern California to create and implement customized strategies 
to reduce homelessness. 

PATH has significant experience successfully performing under Federal, City, County and State 
grant programs, and has deep skills in all areas of homeless service provision.  These significant 
resources and expertise will serve to support and enhance Casa Esperanza’s programs and 
capabilities to better serve the Santa Barbara community. 

The Proposed Merger 

The merger of the two organizations will augment Casa Esperanza’s current activities. A partial 
list of services Casa provides includes:  

 Interim housing and case management focused on housing, employment, and health 
care 

 Food, clothing, personal hygiene assistance and 18 weekly training workshops 

 Job skills development and job placement assistance 

 Dependency counseling and drug and alcohol addiction support services 

 Medical respite beds for the medically fragile who are unable to care for themselves  

 Access to a wide array of support services provided by government and private 
agencies through screening and referrals 

 Support for individuals with mental health issues 
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 Operation of the County’s only emergency winter shelter serving 100 additional clients 
for four months out of the year 

The merged operation is yet to be named, but will likely build upon PATH’s branding in the 
homeless services sector.    
 
PATH in Santa Barbara will provide the same services and programs now offered by Casa 
Esperanza, but with greater technical depth and expertise.  No reductions in staffing or changes 
in basic programs are contemplated as part of the merger.   
 
While PATH will support Casa’s grant writing and development activities, it 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.   
 
PATH will provide a wide variety of technical support to Casa in all areas of operations, 
including program design and management, operations, case management, fundraising and 
development, personnel, and IT.  This will strengthen Casa’s existing capability and allow Casa 
to better fulfill its mission and serve its clients and the community.  PATH has already provided 
assistance in fundraising advice and support, personnel policies and practices, program review, 
and grant writing. 
 
The merger will have a significant benefit to Casa Esperanza and the Santa Barbara community.  
Casa will obtain greater technical expertise than it would otherwise be able to develop on its 
own.  PATH will establish  a stronger physical presence in Santa Barbara from which they can 
administer Casa’s programs in addition to programs they now offer here (a HUD VASH program, 
for example).  PATH currently administers dozens of governmental contracts and is familiar 
with, and skilled at, implementing the programmatic and financial requirements that go along 
with them.   
 
As part of the merger, three current or former members of Casa’s Board will join the PATH 
Board, and PATH will form an Advisory Board consisting of the rest of Casa’s Board members as 
well as other community members to assure strong local input on its programs and to advise 
PATH on local fundraising matters. 
 
As part of PATH’s due diligence, they need assurances that: 

 City contracts currently in place with Casa Esperanza will be assigned to PATH 

 City approval of PATH as owner of the shelter building at 816 Cacique Street and 
approval of PATH as the homeless services operator (retaining the current deed 
restrictions) will be forthcoming 
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Casa Esperanza’s Operational and Fiscal Outlook: 
 
As you know, Casa has made significant strides in improving its financial situation.  FYTD 
through January 31, 2015, we reported operating revenues in excess of expenses in the amount 
of $1,137,902 which was $64,000 ahead of budget.  This includes $1 million of mortgage debt 
forgiveness by the City and County – in accordance with original contract terms.   
 
Casa has reduced its long-term debt by $2,194,000 over the past 7 months; we have refinanced 
our mortgage at 4.5% from 7%; we have become a good neighbor by almost any measure of 
community satisfaction; and importantly, we have recruited an experienced Managing Director 
that will assume Joe Tumbler’s role when the merger concludes.  
 
Prior to merger discussions with PATH, Casa had a two-pronged strategy to further strengthen 
its financial position: to approach foundations not currently funding us and obtaining their 
support; and negotiating for more adequate cost reimbursement from organizations for which 
we provide services. 
 
To that end, this fiscal year, we have regained funding support from foundations that previously 
declined to fund us, including the Crawford-Idema Foundation, the Outhwaite Foundation and 
the Wood-Claeyssens Foundation, and others.   
 
We have also begun negotiations with the City and County to more adequately reimburse us for 
our actual costs of providing services.  At the suggestion of County staff, we also submitted to 
the County of Santa Barbara’s Human Services Commission, grant requests to support the costs 
of our Community Kitchen and our Winter Shelter - both essential services to the homeless 
population we serve.  These grants were not funded because of insufficient funding through 
this agency.  We still have a number of grants for which our reimbursements are far below our 
cost of service delivery, including Probation, ADMHS, and Department of Social Services.  
Negotiations to improve reimbursement levels are currently underway.  We have included a 
total of $180,000 of such cost reimbursement increases in our budget. 
 
We have successfully renegotiated our medical respite bed reimbursement levels with Cottage 
Hospital to fully pay for our actual 2014-15 bed night costs.  This revenue enhancement will be 
offset by reduction from other funders including the Santa Barbara and Hutton Foundations, 
whose support for basic operations is not available in straight, consecutive years.   
 
Our costs have increased from our 2014-15 budget in several important areas: 

 We will have a Managing Director for a full year (an essential cost for Casa to remain 
viable without a pro bono Interim Executive Director) 
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 Necessary Security and Winter shelter staffing were aggressively reduced during our 
budget cutbacks and the current budget returns them to necessary staffing levels 

 Certified Nursing staffing now reflects levels required by our new agreement with 
Cottage Hospital 

 An employment navigator, funded by a recently awarded County grant, is included in 
the budget 

 Workers’ compensation costs have increased 1.8%, the result of prior experience, and 
not the current year’s favorable experience 

 
Our budget for 2015-16 is essentially “break-even” and includes the maintenance of $125,000 
of City discretionary funding (and $120,000 of County discretionary funding).  We expect that 
our merger with PATH will bring access to more funding sources in the future.   
 
This budget for fiscal 2015-16, the lists of contracts requiring assignment and the deed 
restrictions on the 816 Cacique Street building are attached for your review. 
 
Casa and PATH welcome the opportunity to address any questions or concerns you may have 
and are prepared to meet with you at your convenience to discuss this matter.  We also will 
offer to meet with City Council members that have an interest in discussing our plans further. 
 
We would welcome knowing your thoughts on the timeline for obtaining the requisite 
approvals so we can undertake merger planning in an appropriate timeline. 
 
 
Sincerely, 
 
 
 
Joe Tumbler       Joel John Roberts 
Interim Executive Director     Chief Executive Officer 
Casa Esperanza Homeless Center    PATH 
 
 
  
 
Jessica Wishan 
Managing Director   
Casa Esperanza Homeless Center 
 





































































































































Casa Ezperanza Homeless Shelter

 Bugdet 2014-15 and Preliminary Budget 2015-16

 Approved 

Budget 2014-15 - 

Adjusted 

 Preliminary 

Budget 2015-16 

Income

4000 · RESTRICTED REVENUE

4055 · COTTAGE HEALTH SYSTEM 121,000$             200,000$            

4060B · SB Found Thrive (City Program) 19,640$               -$                     

4065 · ST. FRANCIS FOUNDATION 150,000$             100,000$            

4085 · FOUNDATION INCOME - GILDEA 75,000$               75,000$               

4050 · FOUNDATIONS-Other 250,000$             250,000$            

Total 4050 · FOUNDATIONS-Restrct'd 615,640$             625,000$            

4265A · City SB CDBG 51,000$               51,000$               

4267A · City SB Human Svc Comm 39,000$               39,000$               

4270 · CITY OF SB - CDD (WINTER SHLTR) 77,100$               79,500$               

CITY - REQUESTED ADDITIONAL FUNDS 125,000$             125,000$            

Total 4260 · CITY OF SB 292,100$             294,500$            

4315 · CO of SB-Probation 60,000$               60,000$               

4285A · Co SB ADMH Night Shltr BL02033 66,000$               66,000$               

4285C · Co SB ADMH Mntl Hlth Wk 61,200$               63,036$               

4288A · Co SB CSD Emer Svc Grnt 110,700$             114,000$            

4296A · Co SB HCD Emer Shltr 20,000$               -$                     

NOFA-Mini Grant -$                      -$                     

NOFA-Basic Services Grant -$                      -$                     

NOFA-Best Practices-Employment -$                      80,000$               

NOFA-Basic Needs-Operations -$                      -$                     

4296D · Co SB HCD Emer Sv Util 11,190$               -$                     

4296E · Co SB HCD Rapid Rehousing 11,190$               -$                     

4305A · Co SB Pub Hlth Substance Abuse CN15428 15,000$               -$                     

Additional program funding based on Actual Costs * 180,000$            

COUNTY - REQUESTED ADDITIONAL FUNDS 120,000$             120,000$            

Total 4280 · COUNTY OF SB 475,280$             683,036$            

Total 4250 · GOVERNMENT-Restr'd 767,380$             977,536$            

Total 4000 · RESTRICTED REVENUE 1,383,020$          1,602,536$         

Total 4355 · CONTRIBUTIONS 449,500$             378,000$            

Total Income 1,832,520$          1,980,536$         

*NOTE: 2015-16 Underfunding Revenue Opportunities

     ADMHS 170,000$     

     Probation 50,000$       

     DSS 22,000$       

     Shelter Operations Grant 50,000$       
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Casa Ezperanza Homeless Shelter

 Bugdet 2014-15 and Preliminary Budget 2015-16

 Approved 

Budget 2014-15 - 

Adjusted 

 Preliminary 

Budget 2015-16 

Expense

5050 · AUTOMOBILE 6,386$                  6,578$                 

5100 · BANK CHARGES 1,059$                  1,091$                 

5110 · BUS TOKENS 4,933$                  5,081$                 

Total 5120 · CLIENT EXPENSES 20,674$               12,000$               
5155 · COMPUTER EXPENSE 5,262$                  6,500$                 

5180 · DEPREC. EXPENSE 139,012$             138,000$            

Total 5200 · EMPLOYEE BENEFITS 232,663$             298,575$            

5275 · EQUIPMENT RENTAL 4,331$                  4,500$                 

5300 · FOOD EXPENSE 22,284$               25,000$               

Grant Writing 9,000$                  11,000$               

5330 · DIRECTOR'S & OFFICERS INSURANCE 70,000$               70,000$               

5335 · FLOOD INSURANCE 7,000$                  7,200$                 

5340 · LIABILITY INSURANCE 32,000$               27,000$               

Total 5325 · INSURANCE EXPENSE 109,000$             104,200$            

5350 · INTEREST EXPENSE 130,247$             92,000$               

5375 · LICENSES & PERMITS 1,500$                  2,000$                 

5425 · MISC. & LEGAL EXPENSE 100,700$             30,500$               

5450 · OFFICE EXPENSE 4,436$                  5,000$                 

5500 · PAYROLL EXPENSE 773,416$             935,469$            

5520 · PEST CONTROL 3,000$                  5,000$                 

5525 · POSTAGE EXPENSE 6,415$                  15,000$               

5550 · PRINTING EXPENSE 24,673$               25,000$               

5575 · ACCOUNTING 2,500$                  -$                     

5580 · AUDIT EXPENSE 18,500$               19,000$               

Total 5570 · PROFESSIONAL FEES 21,000$               19,000$               

Total 5640 · RENT EXPENSE 1,300$                  1,339$                 

5675 · REPAIRS & MAINTENANCE 25,000$               50,000$               

5700 · SECURITY EXPENSE 2,800$                  1,000$                 

5705 · SMALL EQUIPMENT 250$                     250$                    

5715 · STAFF EDUCATION 2,100$                  9,000$                 

5725 · SUPPLIES 52,667$               53,000$               

5750 · TAXES 225$                     232$                    

5760 · TELEPHONE 23,665$               24,375$               

5770 · UTILITIES 103,000$             98,000$               

Total Expense 1,832,498$          1,980,234$         

Net Operating Income 22$                       302$                    
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Grant Name

FY 14-15 

Number

Contract 

Period Grant Total

CDBG

Federal Community 

Development Block 

Grant 24,758 7/1/14-6/30/15 51,000

Human Services Housing Program 24,757 7/1/14-6/30/15 39,000

City of SB General Fund 24,952 12/1/14-3/31/15 202,100

Grantor

City of SB
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