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1390 Market Street, Suite 1025, San Francisco, CA 94102 (415) 554-7642
FAX (415) 252-0461

June 9, 2003

Honorable Jake McGoldrick,
   Chair of the Land Use Committee,
   and Members of the Board of Supervisors
City and County of San Francisco
City Hall, Room 244
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

Dear Supervisor McGoldrick and Members of the Board of Supervisors:

A motion was adopted by the Board of Supervisors on March 25, 2003,
directing the Budget Analyst to analyze the Department of Human Services
(DHS) plans for implementation of Proposition N. Proposition N, an initiative
petition approved by the San Francisco electorate in November of 2002, adjusts
services and payments to homeless individuals and is otherwise known as Care
Not Cash. The provisions of Proposition N were to be implemented on or before
July 1, 2003.

The following report by the Budget Analyst was prepared pursuant to Board of
Supervisors Motion MO3-54, which directed the Budget Analyst to analyze the
DHS and/or the Mayor’s Office responses to an inquiry letter requesting
detailed information on DHS’ plans for implementation of Proposition N.  The
DHS written response dated April 24, 2003, provided by Mr. Trent Rhorer,
Executive Director of DHS, is attached to this report as Attachment I. The
Mayor’s Office deferred to DHS to provide a written response and did not
separately respond to the Board of Supervisors inquiry.

The inquiry letter requested DHS “To explain in specific detail and in writing
how the Department of Human Services will implement the mandates of
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Proposition N, in order to meet the deadline of July 1, 2003, as specified in the
initiative.”  DHS’ April 24, 2003 response contained broad policy goals and
generalizations rather than providing specific details on how Proposition N
would be implemented. The Budget Analyst notes that DHS’ response makes a
significant, but unspoken assumption that many of the homeless individuals
targeted by Proposition N will continue to refuse housing and meals or will
abandon the City’s assistance programs altogether because their monthly cash
assistance payments will be reduced. However, DHS’ response is totally silent
in explaining this major underlying assumption that DHS is using for
implementation of Proposition N.  Furthermore, DHS’ initial response did not
address some of the basic parameters of Proposition N, such as:

! How and where the total homeless population targeted by Proposition N will
be guaranteed housing;

! How and where the target population will be provided meals; and
! How the baseline appropriation of an estimated $13,904,979 will be spent

on homeless services, including housing, meals and other support services.

Because the initial response lacked detail to enable the Budget Analyst to
perform an analysis, further inquiries to DHS were made, including two written
requests for information from DHS and numerous phone calls.  The
information requested by the Budget Analyst did not require complex
calculations or any further data collection by DHS.  These inquiries by the
Budget Analyst’s Office yielded additional information submitted by DHS,
including the details provided in Attachments II through IX to this report.

The contents of some of this additional information provided by DHS, at the
Budget Analyst’s request, significantly deviated from the original response from
DHS. For example, DHS’ subsequent response included 991 additional hotel
units, or 209 percent more than the 321 additional hotel units initially
identified by DHS that would be provided in FY 2003-2004.  According to DHS,
the 321 hotel units initially identified were based on formal proposals received
by DHS. The 991 additional hotel units included the 321 previously identified
units plus another 670 hotel units. DHS advises that these 670 additional
hotel units are based on informal proposals received, the projected need for
additional hotel units and projections of the funding available. According to
DHS, this information subsequently provided to the Budget Analyst
complements, rather than deviates from previous information provided by DHS.
However, the Budget Analyst notes that this additional information, which was
not included in the initial written response provided by DHS, contained a
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significant and greatly expanded housing component of DHS’ implementation
plan which should have been included in the initial response. As another
example of the discrepancies in DHS’ response to the Budget Analyst, DHS
initially made no reference to adding shelter beds pursuant to Proposition N.
However, in a subsequent response by DHS, DHS identified 165 new shelter
beds that would be added in FY 2003-2004. It is unclear as to why DHS
omitted this information in the earlier responses provided to the Budget
Analyst. According to DHS, the information on additional shelter beds was not
specifically requested in the inquiry letter from the Board of Supervisors but
rather was subsequently provided by DHS in response to specific questions
from the Budget Analyst.  However, this information on shelter beds is also a
significant housing component of DHS’ implementation plan and clearly should
have been included in the initial response to the Board of Supervisors since the
Board requested “specific detail” as to how DHS will implement the mandate of
Proposition N.

Proposition N

Proposition N, which was approved by San Francisco voters in November of
2002, requires the City and County (City) of San Francisco to provide housing,
utilities and meals to all homeless adults receiving cash assistance payments
from the City and to reduce the cash assistance received by such adults by the
value of the housing, utilities and meals made available, regardless of whether
the housing, utilities and meal services are used1. In accordance with the
provisions of Proposition N, cash payments to homeless individuals would be
reduced from a maximum of $320 or $395, depending on the cash assistance
program in which the individual is enrolled, to a minimum of $59 per month.

Additionally, Proposition N requires that a baseline appropriation be
established at the amount appropriated in the FY 2002-2003 DHS budget for
cash assistance payments to homeless individuals. According to DHS, an
estimated $13,904,979 was appropriated for cash assistance payments to
homeless individuals in the FY 2002-2003 DHS budget. Pursuant to
Proposition N, this baseline appropriation of $13,904,979 will be used to
provide housing, meals, other support services, and reduced direct cash
assistance to homeless persons, instead of only providing homeless individuals
with direct cash assistance with these funds.
                                      
1 For purposes of this report, utilities are included in the housing component of Proposition N
and not specifically addressed in the Budget Analyst’s assessment of DHS’ plans for
implementation of Proposition N.
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The provisions of Proposition N are to become operative on or before July 1,
2003.  However, if the City is unable to provide housing and meals to homeless
individuals as of July 1, 2003, pursuant to Proposition N, the value of these
services is required to continue to be provided as direct cash assistance.
Proposition N does not require that other support services, such as substance
abuse treatment and mental health services, be provided on or before July 1,
2003, or that reductions be made from individual’s cash payments for the
value of these other support services.

On May 8, 2003, the San Francisco Superior Court invalidated the sections in
Proposition N applying to the General Assistance program.  The Court ruled
that under State law, the Board of Supervisors alone can set the standards for
care and relief for General Assistance recipients.  According to the Court order,
the State delegation of authority in this area of State-wide concern to the Board
of Supervisors is exclusive and, therefore, the voters may not exercise this
power.  Proposition N’s application to the other three county cash assistance
programs to homeless adults (see below) remains in effect.  According to Mr.
Dennis Herrera, the City Attorney, the City will appeal the Superior Court
decision. Given the uncertainties surrounding Proposition N, including the
Superior Court’s recent decision, the appeals process, and any legislative
action that may be taken by the Board of Supervisors2, this report on the
implementation of Proposition N analyzes DHS’ plans for implementation for
the entire population of homeless individuals receiving cash assistance from
the City, including individuals enrolled in the General Assistance program.

Homeless Population and Cash Assistance Programs

The Mayor’s Office of Homelessness’ 2002 Homeless Count Report dated
November 18, 2002 reports that the City’s homeless population included 8,640
persons. The 2002 Homeless Count Report specifically identifies 954 persons as
children, youth or families in shelter or transitional housing, providing a rough
approximation of the balance of 7,686 homeless adults that are not in a family
unit. According to Attachment I, provided by DHS, there are currently an
estimated 2,800 homeless adults receiving cash assistance from the City,
which is an estimated 36.4 percent of the total estimated homeless adult
population of 7,686.  Therefore, the Budget Analyst notes that Proposition N
only addresses approximately 2,800 or 36.4 percent of the estimated 7,686
                                      
2 Files 03-0848 and 03-0871 are ordinances related to Proposition N that are currently pending
in the Board of Supervisors Rules Committee.
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homeless adults and an estimated 4,886 homeless adults, or 63.6 percent of
the total homeless adult population, are not addressed by the provisions of
Proposition N.  As also noted in Attachment I, Proposition N will not impact
adults who receive cash assistance from the City, but who are not homeless.

DHS currently provides cash assistance to the estimated 2,800 homeless
adults through four City programs. The four adult assistance programs are as
follows: (a) Personal Assisted Employment Services (PAES), which is the City’s
welfare-to-work program for single adults; (b) Cash Assistance Linked to Medi-
Cal (CALM), which targets individuals who meet the age and disability
requirements for Medi-Cal but do not qualify for Supplemental Security
Income; (c) Supplemental Security Income Pending (SSIP), which provides
assistance to individuals with a verified disability expected to last 12 or more
months and who have pending Supplemental Security Income applications or
appeals; and (d) General Assistance (GA), which is the State-mandated “safety-
net” program for indigent adults who are ineligible for, or who decline cash
assistance from the other three programs.  These four DHS programs are
specifically for indigent adults and do not enroll families or youth, who are
enrolled in other targeted assistance programs.

Currently, up to $320 in cash payments per month are provided to individuals
enrolled in the General Assistance program and up to $395 in cash payments
per month are provided to individuals enrolled in the other three adult
assistance programs. According to Mr. Steve Arcelona, Chief of Staff of DHS,
approximately 41 percent, or 1,150 individuals, of the estimated 2,800
homeless adults receiving cash payments are enrolled in the City’s General
Assistance program.  All cash payments provided by the City’s four adult cash
assistance programs are made from General Fund monies appropriated by the
Board of Supervisors in the DHS budget.

Attachment II provided by DHS compares the maximum monthly cash
assistance payments in San Francisco at $395 and the proposed Proposition N
payments at $59 to seven other counties in California, including five other Bay
Area counties and Los Angeles and Orange counties. This comparison shows
that all of the seven surveyed California counties have lower monthly cash
payments than San Francisco’s $395 maximum monthly payment. Attachment
II also identifies additional restrictions, including time limits or reduced cash
benefits specifically for homeless individuals that are currently imposed by
these seven other California counties.



Honorable Jake McGoldrick,
   Chair of the Land Use Committee,
   and Members of the Board of Supervisors
City and County of San Francisco
June 9, 2003

BOARD OF SUPERVSIORS
BUDGET ANALYST

6

Housing Programs

Pursuant to Proposition N, DHS plans to expand housing for homeless
individuals with (1) short-term emergency housing and (2) long-term
permanent housing. According to DHS, the City’s shelter bed system is
intended to provide short-term emergency housing assistance to homeless
individuals.  Attachment III provided by DHS is a list of the City’s ten existing
adult shelters, including the number of beds and meals available at each
shelter and the funding levels in FY 2002-2003.  As shown in Attachment III, in
FY 2002-2003, the City is providing 1,419 adult shelter beds at a cost of
$6,962,776 or an average of approximately $4,907 per shelter bed.

The City’s Master Lease Hotel Program, which leases and manages hotel units
in private, single-room occupancy hotels, is used to provide long-term
permanent housing. Attachment IV provided by DHS identifies the name and
locations of the six hotels, utilized by DHS, including the total number of units,
the current vacancies, and the monthly rental rates in each of these hotels
under the City’s existing Master Lease Hotel Program. As shown in Attachment
IV, there are currently 848 single-room occupancy hotel units in the City’s
Master Lease Hotel Program. Of this total, 45 hotel units are funded through a
Federal grant but are still considered part of DHS’ Master Lease portfolio.
Therefore, the City currently has a total of 2,267 shelter beds and hotel units
(1,419 shelter beds plus 848 hotel units) which can be used to serve the City’s
adult homeless population.  DHS advises that in addition to the 848 Master
Lease hotel units there are approximately 2,200 housing units funded through
DHS’ supportive-housing grants and approximately 400 housing units funded
by the Department of Public Health.  According to DHS, many of these units
are also available to homeless adults receiving cash assistance.

According to Attachment I, DHS reports that an estimated 750 persons or
approximately 26.8 percent of the 2,800 homeless adults receiving cash
assistance currently use shelter services. The balance of approximately 2,050
homeless adults3 currently receiving cash assistance from the City are not
receiving housing services. According to Mr. Phil Arnold, DHS Director of
Finance and Planning, once an individual is housed in a hotel unit through the
Master Lease Hotel Program, he or she is no longer considered homeless by
                                      
3 This estimate of 2,050 homeless adults requiring housing is based on 2,800 homeless adults
receiving cash assistance less 750 homeless adults using shelter services.
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DHS and cash assistance would be re-established at the full amount of up to a
maximum of $320 to $395 per month.

Master Lease Hotel Program
According to Mr. Rhorer, DHS plans to increase housing for homeless adults
receiving cash assistance by expanding the Master Lease Hotel Program. As
discussed in Attachment I, it is the intent of DHS to move homeless adults,
who are currently in the shelter system and who would be better served by
placement in a longer-term residence, to the hotel units provided under the
Master Lease Hotel Program. According to DHS, this would then increase the
space available in the short-term emergency shelters for homeless adults who
receive cash assistance from the City and who will require guaranteed housing
pursuant to Proposition N. According to Attachment I, DHS is in the process of
adding 321 hotel units, which have 221 current vacancies through the Master
Lease Hotel Program.

However, the Budget Analyst made a subsequent inquiry to DHS for more
details regarding these additional 321 hotel units. The DHS response to the
Budget Analyst inquiry is contained in Attachment V, which identifies not the
previously reported 321 hotel units, but rather 991 additional hotel units to be
added, which is 670 units or 209 percent more hotel units than were identified
in Attachment I provided by DHS to the Budget Analyst. As previously stated,
according to DHS, the 321 units were based on formal proposals and the
additional 670 units are based on informal proposals, projections of need and
projections of available funding.  However, DHS did not provide any
documentation to the Budget Analyst to support their projections for the
additional 670 units which were based on “informal proposals”. Yet, the data
pertaining to the “informal proposals,” submitted by DHS to the Budget Analyst
subsequent to the Budget Analyst’s draft report being submitted to DHS, are
now being represented by DHS as part of the basis of DHS’ overall
implementation plan for Proposition N. These additional 670 hotel units, based
on “informal proposals”, using the terminology of DHS, are a very important
and significant addition to the housing component of the DHS implementation
plan which clearly should have been included in the DHS initial response to
the Board of Supervisors.

Of the additional 991 hotel units contained in Attachment V, only 391 hotel
units are specifically identified, with the balance of 600 cited as “Additional
Master Lease Units”. Mr. Arcelona advises that DHS is in various stages of
contract negotiation with hotel owners for these 391 additional hotel units.
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Further, DHS states in Attachment V that “DHS is currently in negotiation to
bring the additional 600 units on board during FY03-04.”  However, DHS did
not provide the Budget Analyst with any details, including the names of the
hotels which DHS is negotiating with for the 600 additional hotel units.

Of the 391 hotel units specifically identified, DHS noted that 231 of these hotel
units are currently vacant and therefore available for occupancy for City use.
According to Mr. Arnold, the remaining 160 hotel units, of the 391 units
specifically identified by DHS, that are not currently vacant, are not available
for City use until the current occupants vacate the units.  As shown in
Attachment V, of the 231 currently vacant hotel units, 65 units are currently
available, an additional 60 units will be available by July 1, 2003, and another
106 units will be available by October 1, 2003.  Mr. Arnold states that DHS
does not have any projections for when the remaining 160 hotel units will be
available to the City for use because DHS does not have any historical data on
turnover rates for these new hotel units. However, the Budget Analyst notes
that these dates of availability are significantly different than the dates
reported in Attachment I, wherein DHS reported that 65 hotel units would be
available by June 1, 2003, an additional 20 units would be available by July 1,
2003, 56 units would be available by October 1, 2003 and 80 of 221 hotel units
would not be available until January 1, 2004.  According to DHS, there is
actually no difference in these dates.  DHS notes that the 65 hotel units shown
in Attachment V as currently available are the same as the 65 units shown in
Attachment I as being available on June 1. DHS reports that these 65 units are
currently under contract and the timing of the availability of the additional
hotel units is dependent on the approval of additional contracts, which is why
the dates may vary.  The Budget Analyst concludes that the changing dates of
availability, as reported by the DHS to the Budget Analyst, when combined
with the DHS changes in reporting to the Budget Analyst with respect to the
number of hotel units added to the Master Lease Hotel Program, make it
evident that DHS’ plan to implement Proposition N is still in flux and both
specific and significant details cannot be confirmed.

Using data in Attachment VI provided by DHS, the Budget Analyst estimates
that DHS would need to allocate $2,724,546 from the $13,904,979 baseline
appropriation in FY 2003-2004 to fund an additional 391 hotel units to be
added through the Master Lease Hotel Program, an average of $6,968 per hotel
unit. The initial inquiry from the Board of Supervisors requested that DHS
provide details on the “Projected numbers of persons who will be affected by
proposed changes in policies with an explanation of such effects.”   A complete
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analysis of the effects of funding these 391 hotel units (of which DHS reports
that only 231 are currently vacant) on homeless adults receiving cash
assistance cannot be conducted, given the data provided by DHS.  According to
DHS, there is no relationship in the DHS financing plan between the amount of
an individual’s cash assistance and the cost of a Master Lease hotel unit.
Further, DHS advises that a Master Lease hotel unit costs more than an
individual’s cash assistance grant. Therefore, DHS states that it is inaccurate
to assume a one-for-one relationship between reduced cash assistance and the
number of Master Lease hotel units added.  However, the Budget Analyst notes
that comparing the housing and meals to be provided with the amount of the
reduced cash assistance to homeless adults is essential to understand because
Proposition N reduces cash assistance in exchange for guaranteed housing and
meals and potential other services, providing either a positive or negative
impact on the homeless adults.

According to Attachment VII, DHS will be allocating a total of $4,495,140 from
the $13,904,979 baseline appropriation in the FY 2003-2004 DHS budget for
the expansion of the Master Lease Hotel Program. The $4,495,140 budget
request includes $2,724,546 for the above noted 231 vacant hotel units,
$1,575,730 for the prorated cost for approximately 600 unidentified hotel
units, and $194,864 for program support and move-in costs. These funds
would be used by DHS to expand the City’s Master Lease Hotel Program from
803 beds now costing a total of $4,622,010 annually to 1,794 beds, an increase
of 991 hotel units, which would cost a total of $8,922,286 in FY 2003-2004, as
shown in Attachment VI4.  According to DHS, of this total cost, $4,622,010 is
already included in the DHS FY2002-2003 budget for housing, which is
therefore separate from the proposed Proposition N implementation budget.

Annually, the cost for these 1,794 hotel units will be significantly more than
$8,922,286 given that the FY 2003-2004 budget includes the cost of
approximately 600 hotel units for only a portion of FY 2003-2004. According to
Attachment VII, of the total 600 hotel units, approximately 200 hotel units will
not be available until January of 2004 and approximately 400 will not be
available until March of 2004. According to DHS, the DHS financing plan for
FY 2004-2005 includes annualized costs for the additional Master Lease hotel
units. DHS advises that these costs will be approximately $3.6 million and will
be funded from a reduction in cash assistance provided to homeless
individuals as these individuals are provided with housing, meals and related
                                      
4 These numbers exclude 45 hotel units in the Master Lease Hotel Program identified in
Attachment IV which are funded through a $100,000 Federal grant.
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services under the provisions of Proposition N.  However, for comparative
purposes, the Budget Analyst notes that according to the original April 24,
2003 DHS response to the Board of Supervisors (Attachment I), the average
annual cost of a Master Lease hotel unit is approximately $6,250 and a
reduction in cash assistance pursuant to Proposition N is either $4,032 or
$3,132 annually, depending on the specific cash assistance program in which
the homeless adult is enrolled.  Accordingly, the Budget Analyst notes the
reduction in cash assistance for homeless individuals, pursuant to Proposition
N, is typically less than the costs of providing Master Lease hotel units.
Further, as previously noted, once an individual is housed in a Master Lease
hotel unit, he or she is no longer considered homeless and cash assistance is
resumed.

Shelter Program
DHS’ initial response on April 24, 2003 in Attachment I made no reference that
the Proposition N implementation plan would include an expansion of the
City’s shelter system. However, DHS reported to the Budget Analyst, on three
subsequent occasions, that 125 shelter beds, then 115 shelter beds, and then,
finally, 165 shelter beds are to be added to the City’s shelter system in FY
2003-2004. These various estimates were provided within a four-week time
frame. According to DHS, the number of additional shelter beds will continue
to evolve based on need and negotiations with shelter providers. However, the
Budget Analyst notes again that the changing number of shelter beds, as
reported by DHS, clearly evidences the fact that the DHS’ plan to implement
Proposition N is still in flux and both specific and significant details cannot be
confirmed.

According to Attachment VIII, which was the last estimate provided by DHS to
the Budget Analyst’s Office, DHS intends to increase shelter space by adding
165 beds in both new and existing shelters. Attachment VIII reports that 25
beds will be added to Sanctuary Shelter, 50 beds at the Providence winter
shelter will be open year-round in FY 2003-2004, and two new shelters, St.
Paulus and 150 Otis Shelter will provide 30 beds and 60 beds, respectively.
DHS expects 105 beds to be available for occupancy as of July 1, 2003 and 60
beds to be available as of October 1, 2003.

According to Attachment VIII, DHS will be allocating $421,885 of the
$13,904,979 baseline budget in FY 2003-2004 to fund the additional 165
shelter beds, an average of approximately $2,557 per shelter bed. For
comparative purposes, the Budget Analyst estimates the reduction in cash
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payments for 165 homeless individuals to be approximately $604,289
annually5. Therefore, based on the current DHS implementation plan, the cost
to provide additional housing in shelters is less than the amount that would be
recovered through reduced cash payments by $182,4046. According to DHS,
the cost of shelter beds has a very wide range and DHS believes it is misleading
for the Budget Analyst to select specific low-cost shelters to determine average
costs.  In addition, DHS states there is no direct relationship between the cost
of a specific shelter bed and the amount of a cash assistance payment.
However, the Budget Analyst notes that it is exactly these low cost shelter beds
that the DHS itself reports are being added to the shelter program pursuant to
Proposition N and, certainly, an important consideration in the overall
implementation plan is the level and cost of care which will be provided in
exchange for cash assistance payments to homeless adults.

According to Attachment VII, DHS would allocate $864,119 from the
$13,904,979 baseline appropriation in the FY 2003-2004 DHS budget for
expansion of the shelters. These funds will be used to expand the shelter
system from 1,419 beds now costing a total of $6,962,776 annually, or an
average of approximately $4,907 per shelter bed, to 1,584 beds which would
cost a total of $7,384,661 annually, or an average of approximately $4,662 per
shelter bed as shown in Attachment IX. In addition to the $421,885 allocation
to fund additional shelter beds, the $864,119 allocation includes $442,234 for
other shelter related items, such as extending shelter hours, replacing shelter
beds, and back-filling State funding reductions as shown in Attachment VII.

Administration of the Housing and Shelter Component of Care Not Cash
In Attachment I, DHS states “We (DHS) do not anticipate that there will be
individuals turned away (from shelters) as a result of Proposition N
implementation.”  However, according to Mr. Arcelona, the shelter vacancy rate
has averaged 4.6 percent or approximately 59 beds a night over the last two
months, indicating that there are currently insufficient vacancies in the shelter
system to absorb the additional demand of approximately 1,654 homeless
adults who would be guaranteed housing each night, under the provisions of
Proposition N. The Budget Analyst notes that, as detailed in Table 1 below,

                                      
5 This estimate is based on 41 percent of the targeted population enrolled in the General
Assistance program and 59 percent enrolled in non-General Assistance programs. [$604,289 =
165 units x 12 months x {(41 percent x $261 reduction in cash assistance) +  (59 percent x
$336 reduction in cash assistance)}]
6 This estimate is based on the FY 2003-2004 requested budget of $421,885 less $604,289 in
reduced cash assistance for 165 homeless adults.
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given 59 shelter vacancies, the excess demand for housing is 1,595 homeless
adults receiving cash assistance.  Given that ten shelters consisting of 1,419
beds are currently near maximum occupancy, an estimated 1,595 homeless
adults receiving cash assistance could therefore displace up to 610 of other
homeless individuals7.

Table I
Proposition N Demand for Housing

As of July 1, 2003

Individuals
Homeless Adults Receiving Cash Assistance 2,800
Less: Those Already Receiving Shelter 750
Homeless Adults Requiring Shelter as of July 1,
2003

2,050

Less Increases in Housing:
    Master Lease Hotel Program 231
    Shelter Beds 165
Additional Demand for Housing 1,654
Less: Number of Shelter Vacancies 59
Potential Excess Demand for Housing 1,595

Based on the method of allocating shelter beds to homeless individuals, the
Budget Analyst notes that DHS procedures give priority in the shelter bed
system for the remaining 1,654 homeless adults who receive cash assistance
and who will require housing as of July 1, 20038. According to DHS, the DHS
plan gives priority to homeless individuals receiving cash assistance for vacant
shelter beds. According to DHS, these homeless adults will receive a standing
reservation of 30 to 50 days at a shelter, which can be renewed indefinitely
provided that the individual remains eligible for cash assistance and continues

                                      
7 This estimate of 610 homeless individuals is based on 1,419 total shelter beds less 750
homeless individuals currently receiving cash assistance and using shelters less 59 shelter
vacancies.
8  This estimate of 1,654 homeless adults is based on 2,050 currently homeless adults
receiving cash assistance but not using the City’s shelter system less 231 additional shelter
beds made available by expansion of the Master Lease Hotel Program less 165 additional
shelter beds created through expansion of the shelter system.
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to be homeless.  DHS advises that if an individual on cash assistance does not
stay at a shelter the first night of their reservation, then he or she loses the
standing reservation and must see an assistance program caseworker to re-
establish the reservation at a shelter. However, if an individual on cash
assistance stays at the shelter on the first night, on subsequent nights these
individuals retain the reservation even if they do not stay at the shelter.
According to DHS, if a client who has a reservation at a shelter does not use
the shelter, the bed is offered to another individual.

DHS reports that shelter beds are currently set aside for two specific purposes.
According to DHS, some shelter clients sign case management contracts that
guarantee shelter beds while the client meets specified goals identified by a
caseworker, such as participation in drug treatment or job counseling.
Contract terms range from 90 days to six months and can be renewed for one
additional term.  However, DHS reports that DHS will no longer enter into case
management contracts after June 30, 2003, although existing contracts will be
honored. Also, according to DHS, approximately 33 shelter residents who are
frail, elderly and/or disabled will continue to have dedicated beds at designated
shelters per the shelters’ current protocols. DHS reports that all other
homeless individuals who are seeking shelter, but who do not participate in
one of the City’s four cash assistance programs, must re-establish their
placement in a shelter every seven days.  Further, according to Ms. Joyce Crum
of DHS, for these individuals who must re-establish their reservation every
seven days, the determination of availability and assignment of a shelter bed
occurs after 5:30 p.m., whereas, according to Ms. Crum, cash assistance
recipients can have their reservation renewed at any time during the day by a
caseworker.  Accordingly, the Budget Analyst notes that a cash assistance
recipient may renew a reservation for a shelter bed deemed vacant because a
non-cash assistance recipient is unable to renew prior to 5:30 p.m.  As a
result, the Budget Analyst notes that homeless individuals who receive cash
assistance will receive preference for a vacant shelter bed over a homeless
individual who does not receive cash assistance and displacement can occur.

While Mr. Rhorer states that “Non-CAAP (non-cash assistance program) shelter
residents will not be removed to make room for CAAP (cash assistance
program) clients,” DHS has not provided the Budget Analyst with
documentation to explain how displacement won’t occur, given the reservation
procedures detailed above.  According to Mr. Rhorer, DHS will initially allocate
beds in each shelter according to the percent of cash assistance and non-cash
assistance recipients in each shelter and then will give preference to cash
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assistance clients for any beds that are subsequently vacated. According to
DHS, if cash assistance recipients refuse to accept the shelter bed, then the
bed would be provided to a non-cash assistance individual.  DHS projects that,
with the addition of housing units and a decrease in homeless individuals
receiving cash assistance, DHS will be able to continue to serve homeless who
are not in a cash assistance program but who seek shelter. DHS advises that it
is DHS’ goal for all of the shelter clients to identify an appropriate placement
outside of the shelter environment where the individual can stay long-term.
However, the Budget Analyst notes that the DHS representation to the Budget
Analyst that there will be no displacement of homeless individuals who are not
on cash assistance does not provide assurance that displacement will not
occur.  While the long-term goal of DHS may be to house these individuals
outside of the shelter system, in the short-term, cash assistance recipients
receive priority in the shelter system and, as noted above, DHS has not
provided any supporting documentation that indicates that non-cash recipients
will not be displaced.

The Budget Analyst notes that DHS expects that an unknown number of the
2,050 homeless adults currently receiving cash assistance, but not using
shelter beds, would choose not to utilize the hotel or shelter programs, under
the provisions of Proposition N.   According to DHS, while a precise non-
utilization rate is not known at this time, DHS projects that approximately 50
percent of homeless individuals receiving cash assistance will leave the cash
assistance programs, formalize existing housing relationships or avail
themselves of additional housing opportunities provided under Proposition N.
According to DHS, the remaining 50 percent are expected to continue to
participate in one of the City’s four cash assistance programs.  DHS advises
that these projections are based on the experience of other counties that
switched from a cash-based to a services-based General Assistance program
and on the shelter no-show rate among clients who are presumed eligible or
whose eligibility is pending.  DHS notes that the current no-show rate at
shelters is 84 percent for individuals filing an application for cash assistance
who are offered seven days of shelter in lieu of cash assistance.  Further,
according to Mr. Rhorer, a decline in homeless adults receiving cash assistance
will result because “individuals who live outside of the County will no longer
have an incentive to come into San Francisco to take advantage of a generous
GA (General Assistance) aid payment under Care Not Cash,” since the General
Assistance payment will be reduced to $59 monthly. As noted above, the
current maximum $395 monthly cash payment would decline to $59 per
month.  According to DHS, in July of 1995, Alameda County amended their
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General Assistance program to replace cash assistance with shelter for
homeless clients. DHS reports that after this change was implemented,
Alameda County’s homeless caseload dropped by 90 percent from
approximately 2,000 participants to 200 participants.  However, in response to
inquiries from the Budget Analyst, Mr. Paul Reeves, Assistant Agency Director
of Alameda County’s Department of Medi-Cal and Benefits Administration who
administered the General Assistance program, advised the Budget Analyst that
when this change took place, Alameda County attributed the decrease in the
General Assistance caseload to an “aggressive program” of 32 budget strategies
designed to make obtaining General Assistance “difficult”.  According to Mr.
Reeves, in addition to reduced cash assistance payments, these strategies
included fingerprinting, increased work program requirements, and having
more aggressive investigations of potential fraud.

According to DHS, anecdotal evidence also supports the assumption that a
number of cash assistance clients reside outside of San Francisco. DHS reports
that it is a common occurrence to find editions of the Contra Costa Times and
the Oakland Tribune newspapers in the cash assistance program waiting room.
In addition, cash assistance program caseworkers report missed appointments
and fewer clients in the waiting room during a BART shutdown or when there
is a Bay Bridge accident. The Budget Analyst must deal in facts and not
anecdotal evidence which is insufficient to provide projections and estimates of
homeless individuals who are expected to leave the cash assistance programs
because of a reduction in cash assistance payments.  Additionally, the Budget
Analyst notes that if, in fact, a significant number of individuals who reside
outside of San Francisco are enrolled in the City’s cash assistance programs,
which DHS now indicates is the case, DHS should take immediate measures to
remove these non-San Francisco out-of-County individuals from San
Francisco’s aid programs.

The Budget Analyst must continue to emphasize that the DHS assumptions are
totally lacking in any supporting documentation.  DHS was unable to provide
any specific projections or related documentation of the expected decrease in
the number of homeless adults presently enrolled in cash assistance programs,
as a result of the planned implementation of Proposition N, either immediately
or over time, nor was DHS able to provide an estimate of homeless individuals
believed to be residing outside of San Francisco.

Homeless Management Information System
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In order to deliver housing services to homeless individuals, DHS is in the
process of developing the previously discussed automated shelter bed
reservation system, as part of a larger project to develop a City-wide Homeless
Management Information System. According to Mr. Rhorer, this System is
being developed by the Department of Telecommunications and Information
Services (DTIS) at a cost of $930,000.  Ms. Ruth Lang of DTIS advises that the
Homeless Management Information System and its component automated
shelter bed reservation system are expected to be operational in the City’s
shelters by July 1, 2003.  However, according to Ms. Lang, DHS would then
need to enroll homeless individuals into this automated shelter bed reservation
system before it can be effectively implemented.

As outlined in Attachment I, DHS is planning on a phased enrollment for the
delivery of housing services to homeless adults receiving cash assistance from
the City.  DHS plans to enroll the estimated 750 homeless adults currently
receiving cash assistance and utilizing shelters in July of 2003 and the
remaining 2,050 homeless adults that receive cash payments, but do not use
City housing or shelter services, over six months from August of 2003 through
January of 2004.

This phased implementation would result in full monthly cash payments of up
to $395 continuing to be paid to homeless individuals during FY 2003-2004
because under the current DHS implementation plan, DHS would not provide
housing and meal services to all homeless individuals currently receiving cash
assistance by July 1, 2003, the effective date of Proposition N. As shown in
Attachment VII, DHS estimates that a total of $5,460,689 would be expended
in FY 2003-2004 on monthly cash payments. Of the $5,460,689, $4,950,494 or
90.7 percent would be paid as full cash to homeless adults in lieu of providing
housing and meals and only $510,195 would be paid in reduced cash
payments. Proposition N requires that the City continue to pay full cash
assistance to homeless individuals until the City can provide the necessary
shelter and meal services.

Meal Services

In addition to housing, Proposition N requires meal services to be provided to
homeless individuals receiving cash assistance. Initially, DHS did not provide
any specific information to the Budget Analyst on the implementation plans for
meal services other than that DHS expects that three meals a day will be
available in July of 2003. Subsequent to the initial response, which DHS
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provided to the Budget Analyst, DHS reported that the DHS plan for the
implementation of Proposition N provides three meals per day for all homeless
individuals who are in shelter and who are receiving  $59 in cash assistance.
Because DHS advises that the shelters would provide the meals, the Budget
Analyst notes that meal services would be phased in with the shelter
component of Proposition N. Therefore, full meal services would not be provided
as of July 1, 2003, as indicated in the initial DHS response.

According to Mr. Arcelona, DHS plans to implement the meal component of
Proposition N by using existing shelters to provide either on-site meal service or
by referring individuals to Glide Memorial United Methodist Church.
Attachment III identifies seven existing shelters that provide three meals a day.
However, according to Mr. Rhorer, five of the seven listed shelters do not
currently have lunch services and at least one shelter does not currently offer
breakfast and another does not currently offer dinner. These inconsistencies
once again demonstrate the inadequacies of the DHS plan to implement
Proposition N. According to DHS, Glide Memorial United Methodist Church has
agreed to restructure its existing contract with DHS in order to provide lunch
service to shelters that currently do not have lunch services.  According to Mr.
Arnold, a modification letter, dated May 19, 2003, to restructure the existing
contract does not result in increased costs to the City. Yet in subsequent
discussions with the Budget Analyst, Mr. Arnold acknowledged that the
modified contract with Glide Memorial does not provide additional services
which would in any way differ from the existing services which Glide Memorial
is already providing under contract with DHS. According to Attachment VII,
DHS will be allocating only $24,090 to fund additional meal services in FY
2003-2004. According to Mr. Rhorer, these funds are for breakfast at one
shelter and dinner at another shelter. Given the information provided by DHS,
that while the demand for meals would not be met by July 1, 2003, the Budget
Analyst concludes that it is not clear that demand for meals will be met under
the DHS plan to implement Proposition N within the available funding.

As previously noted, according to DHS, the DHS implementation plan does not
provide meals effective July 1, 2003 for all 1,595 homeless individuals for
whom there are no available shelter beds. According to DHS, the DHS
implementation plan phases in new services, including meals for homeless
individuals at shelters, over the year. DHS reports that individuals for whom
services are not available will continue to receive their full cash assistance.
DHS advises that individuals placed in hotels would not separately be provided
with meal services but would receive their full cash assistance. The Budget
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Analyst points out that if meal services were increased to provide three meals a
day to an additional 1,595 homeless individuals for whom there are no
available shelter beds or hotel units, the estimated cost would be $2,066,721
annually9.

Other Support Services

The Budget Analyst notes that Proposition N does not require that support
services be provided to homeless adults receiving cash assistance from the
City. However, as stated in Attachment I, DHS intends to use the baseline
appropriation of an estimated total of $13,904,979 to finance support services
provided to homeless individuals. Specifically, DHS plans to enhance mental
health and substance abuse services through providing an initial assessment
to identify needs and through increased funding for behavioral health services,
including methadone maintenance. DHS also plans to increase health services
provided to homeless individuals by offering medical screening and referral.
Finally, DHS plans to expand case management and other support services,
such as providing money management services, SSI advocacy and subsidized
move-in costs.

While the DHS response contained in Attachment I states that DHS is in the
process of developing the support services component of Proposition N,
Attachment I also states that these services will be available in July of 2003.
However, DHS did not provide any budgetary detail or related documentation of
such support services in their written response in Attachment I. Attachment
VII subsequently provided to the Budget Analyst identifies $3,060,941 of the
total $13,904,979 baseline appropriation to provide such support services.
According to DHS, the DHS implementation plan for Proposition N has been
developed over a very short time of approximately six months. DHS reports that
development of this plan included an extensive public process and that many
specific features of this implementation plan are only now being finalized.
According to DHS, many of the specific services identified in the plan will be
provided by or through the Department of Public Health (DPH) and that DHS
and DPH are now working to identify specific contracts and contractors to
provide these services. However, as the Budget Analyst noted above, DHS has
not provided detailed information on these plans, including identification of the

                                      
9 According to Mr. Steve Arcelona, the cost of three meals per day is approximately $3.55.
[$2,066,721 = 1,595 individuals x 365 days x $3.55 per day]
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support services providers, locations, and any specific contracts that have been
established for delivery of these services.

Implementation Plan and Budget for Baseline Appropriation

Proposition N requires that a baseline appropriation be established at the same
level appropriated in the FY 2002-2003 DHS budget for cash assistance
payments to homeless adults. Pursuant to Proposition N, this annual baseline
appropriation would be used to provide housing, meals and other support
services, such as mental health and substance abuse treatment. The Budget
Analyst notes that the language in Proposition N does not require the funding
of additional services with such funds, such that this baseline appropriation
could be used to supplant or fund other existing programs, that might
otherwise be decreased due to budget reductions in FY 2003-2004.

However, the City Attorney’s Office advises that Article IX of the City’s Charter
provides that future Mayors and Board of Supervisors have discretion in
setting and approving annual appropriations. Therefore, the City Attorney’s
Office advises that the funding language regarding the baseline appropriations,
as contained in Proposition N, cannot be mandatory and must be interpreted
as a policy recommendation or advisory only for future Mayors and Boards of
Supervisors. Therefore, although the Department of Human Services advises
that $13,904,979 is the baseline appropriation of cash assistance provided in
FY 2002-2003 for homeless individuals, the Budget Analyst notes that, based
on the City Attorney’s opinion, the $13,904,979 level of funding may or may
not be included by the City for cash payments, housing, food and support
services in future years to homeless adults.

DHS has estimated the baseline appropriation by multiplying the FY 2002-
2003 appropriation for cash assistance payments in the four cash assistance
programs (General Assistance, PAES, SSIP, and CALM) by the percentage of
homeless adults in each program in June of 2002. This DHS estimate of the
baseline appropriation at $13,904,979 for FY 2003-2004 was included in the
Voter Information Pamphlet for the November of 2002 election. According to
Mr. Arnold, the assumptions, which were the basis for the $13,904,979
estimate, have not changed since the original estimate was completed. The
Budget Analyst notes that the percentage of homeless adults that receive these
cash assistance payments can vary from month to month. Therefore, DHS’ FY
2002-2003 actual experience would likely result in a different baseline
appropriation.
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Initially, DHS did not provide the Budget Analyst with a detailed
implementation plan or budget for the use of the baseline appropriation. A
detailed budget, shown in Attachment VII, was only provided after the Budget
Analyst’s third request. DHS responds that DHS provided the Budget Analyst
with a detailed budget for the implementation of Proposition N on May 19 and
that this budget, which was not completed until May 12, was provided along
with other detailed information in response to specific requests from the
Budget Analyst dated May 2 and May 13. As shown in Attachment VII, the
$13,904,979 would be expended as follows: $5,460,689 for monthly cash
assistance payments and $8,444,290 for the “Care” budget which includes
$4,495,140 for the Master Lease Hotel Program, $3,060,941 for support
services such as residential treatment facilities and case management,
$864,119 for the shelter program and $24,090 for additional meals.

DHS has developed its implementation plan and budget for the baseline
appropriation based on the assumption that 2,050 homeless adults currently
receiving cash assistance, but not using shelter beds, would continue to not
use the City’s hotel or shelter program. According to DHS, DHS has developed
a projection model which shows a gradual increase in the availability of shelter
to homeless individuals receiving cash assistance, a gradual increase in the
number of Master Lease hotel units available and a gradual decrease in the
number of homeless individuals receiving cash assistance who cannot be
provided with shelter and meals. According to DHS, the DHS projection shows
a need for approximately 165 additional shelter beds and approximately 1,000
additional Master Lease hotel units. DHS reports that these units are
identified, and funded, in the FY 2003-2004 budget provided to the Budget
Analyst and an annualized budget has also been developed with a financing
plan based on the $13,904,979 available under the provisions of Proposition N.
Although Mr. Rhorer made reference to a DHS “projection model” in responding
to a draft version of the Budget Analyst’s report, in further discussions with
Mr. Arnold pertaining to this “projection model”, Mr. Arnold clarified that the
so-called “projection model” was an “informal back of the envelope” DHS
document. The DHS first made reference to their “projection model” on the
evening of May 30 in commenting on the Budget Analyst’s draft report.

While existing vacancies and new hotel units and shelter beds will meet part of
the demand for housing, an estimated 1,595 additional hotel units or shelter
beds will be needed for homeless adults receiving cash assistance pursuant to
Proposition N. The Budget Analyst estimates the cost of providing 1,595
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additional hotel units through the Master Lease Hotel Program at $9,968,750
annually, using DHS’ estimate of the average cost for a hotel unit of $6,250
annually provided in Attachment I.  Additionally, if these 1,595 homeless
adults are housed in Master Lease Hotel units, then full cash assistance would
be reinstated at an estimated increased cost of $5,841,460 annually10.
Alternatively, the Budget Analyst estimates the cost of providing 1,595
additional shelter beds at $8,134,500 annually, using DHS’ estimate of the
average cost for a shelter bed of $5,100 provided in Attachment I.  The Budget
Analyst notes that clearly these costs would be a significant component of, if
not greatly exceeding, the $13,904,979 baseline appropriation.  If the Budget
Analyst accepts the DHS assumption that 50 percent of cash assistance
recipients will leave the cash assistance programs, formalize existing housing
relationships or avail themselves of additional housing opportunities although
DHS has not provided any documentation substantiating this assumption, the
Budget Analyst estimates that it will cost between $2,907,000 annually for
additional shelter beds and $3,562,500 annually for additional hotel units11 to
house an estimated 570 homeless adults who will remain in the cash
assistance programs12. In response, DHS reports that 600 units will be added
to the Master Lease Hotel Program in late FY 2003-2004.  According to DHS,
these units will cost approximately $1,575,730 in FY 2003-2004 and
$4,744,719 annually thereafter. However, as the Budget Analyst has previously
noted, these 600 additional Master Lease Hotel units have not been identified
and therefore are not currently available for implementation on July 1, 2003.
Furthermore, the Budget Analyst notes that DHS is relying on significant
assumptions and projections, which are unsupported by documentation, that
must be realized to meet the demand for housing pursuant to Proposition N.

Summary and Conclusions

                                      
10 This estimate is based on 41 percent of the targeted population enrolled in the General
Assistance program and 59 percent enrolled in non-General Assistance programs. [$5,841,460
= 1,595 units x 12 months x {(41 percent x $261 increase in cash assistance) +  (59 percent x
$336 increase in cash assistance)}]
11 This estimate of costs associated with additional hotel units does not include increased costs
due to reinstatement of full cash assistance payments because those individuals are no longer
considered homeless by DHS.
12 This estimate of 570 homeless adults remaining on cash assistance and requiring housing is
based on 2,050 homeless adults initially on cash assistance and not receiving housing
multiplied by 50 percent, less 231 additional hotel units, 165 shelter beds, and 59 vacant
shelter beds.
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Based on the information provided by the Department of Human Services to
the Budget Analyst, with respect to the Department’s plans for the
implementation of Proposition N, otherwise known as Care Not Cash, the
Budget Analyst concludes that DHS’s plan has not been fully formulated and
lacks data and information needed to successfully implement the provisions of
Proposition N. The Budget Analyst further concludes that the DHS does not
have sufficient facts to support its representation that there will be sufficient
services in place to meet the needs of San Francisco’s homeless adults who are
receiving cash assistance payments by the Spring of 2004, as has been
represented by the Department of Human Services.

As detailed in our report, some of the major factors which have led us to the
conclusions stated above are as follows:

• DHS’ responses to both the Board of Supervisors and the Budget Analyst
make  a significant assumption that many of the homeless individuals
targeted by Proposition N will continue to refuse housing and meals or will
abandon the City’s assistance programs altogether because their monthly
cash assistance payments will be reduced. DHS’ responses were repeatedly
silent in explaining the details behind this major underlying assumption
that DHS is using for implementation of Proposition N.

• DHS’ initial written response did not address some of the basic parameters
of Proposition N, including:
! How and where the total homeless population targeted by Proposition N

will be guaranteed housing;
! How and where the target population will be provided meals; and
! How the baseline appropriation of an estimated $13,904,979 will be

spent on homeless services, including housing, meals and other support
services.

• In subsequent responses to the Budget Analyst, DHS significantly deviated
from their original response. For example, DHS’ subsequent response
included 991 additional hotel units, which is 670 hotel units or 209 percent
more than the 321 additional hotel units initially identified by DHS. As
another example, DHS initially made no reference to adding shelter beds
and then subsequently responded on three separate occasions that first,
125 shelter beds would be added to the City’s shelter system in FY 2003-
2004, then changed the number to 115 shelter beds, and then again
changed the number to 165 new shelter beds.
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• DHS did not provide any documentation to support their projections for the
additional 600 hotel units, which were based on “informal proposals”,
according to DHS.  Further, although DHS reports that they are currently in
negotiation to bring these additional 600 hotel units under the City’s Master
Lease Program in FY 2003-2004, DHS did not provide any details, including
the names of these hotels.

• The dates of availability provided by DHS for new Master Lease Hotel units
were inconsistent in two different DHS responses and DHS was unable to
provide projections for when approximately 160 hotel units that are
currently occupied would become available for City use.

• A complete analysis of the effects of funding the housing and meals for
homeless adults receiving cash assistance cannot be determined, given the
limited and conflicting data provided by DHS. Such an analysis is essential
to understand because Proposition N reduces cash assistance in exchange
for guaranteed housing and meals.

• DHS anticipates that no individuals will be turned away from shelters as a
result of Proposition N implementation. However, based on vacancy rate
data in the City’s shelters provided by DHS, the Budget Analyst projects
that, as a result of Proposition N, homeless adults receiving cash assistance
could displace up to 610 other homeless individuals.

• Homeless individuals who receive cash assistance will receive preference for
a vacant shelter bed over a homeless individual who does not receive cash
assistance, therefore resulting in potential displacement of other homeless
individuals who do not receive cash assistance from the City. While the DHS
Executive Director states that non-cash assistance shelter residents will not
be removed to make room for cash assistance shelter residents, DHS has
not provided the Budget Analyst with any supporting documentation to
explain how displacement will be prevented, given the reservation
procedures provided by DHS and detailed in our report.

• The Executive Director reports that a decline in homeless adults receiving
cash assistance will result because “individuals who live outside the County
will no longer have an incentive to come into San Francisco to take
advantage of a generous GA (General Assistance) aid payment under Care
Not Cash”, since the General Assistance payment will be reduced to $59
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monthly from up to a maximum of $395 monthly. DHS projects that
approximately 50 percent of homeless individuals receiving cash assistance
will leave the cash assistance programs. The Executive Director notes that
Alameda County amended their General Assistance program in 1995 to
replace cash assistance with shelter for homeless clients. The Executive
Director reports that, as a result, Alameda County’s caseload dropped by 90
percent. However, Alameda County advised the Budget Analyst that this
significant decrease in the General Assistance caseload was due to “an
aggressive program” of 32 budget strategies designed to make it “difficult”
for persons to become enrolled in the General Assistance program. The
strategies of Alameda County included fingerprinting, increased work
program requirements and more aggressive investigations of General
Assistance recipients.

• According to DHS, anecdotal evidence supports the assumption that a
number of cash assistance clients reside outside of San Francisco. DHS
reports that it is a common occurrence to find editions of the Contra Costa
Times and the Oakland Tribune newspapers in the DHS cash assistance
program waiting room. In addition, cash assistance program caseworkers
report missed appointments and fewer clients in the waiting room during a
BART shutdown or when there is a Bay Bridge accident. The Budget Analyst
must deal in facts and not anecdotal evidence, which is insufficient to
provide projections and estimates of homeless individuals who are expected
to leave the cash assistance programs because of a reduction in cash
assistance payments.  Additionally, the Budget Analyst notes that if, in fact,
a significant number of individuals who reside outside of San Francisco are
enrolled in the City’s cash assistance programs, which DHS now indicates is
the case, DHS should take immediate measures to remove these non-San
Francisco out-of-County individuals from San Francisco’s aid programs.

• The Budget Analyst must continue to emphasize that the DHS assumptions
are totally lacking in any supporting documentation. DHS was unable to
provide any specific projections or related documentation of the expected 50
percent decrease in the number of homeless adults presently enrolled in
cash assistance programs, as a result of the planned implementation of
Proposition N, either immediately or over time, nor was DHS able to provide
an estimate of homeless individuals receiving cash assistance from the City
that are believed to be residing outside of San Francisco.
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• Initially, DHS did not provide any specific information to the Budget Analyst
on the implementation plans for meal services other than that DHS expects
that three meals a day will be available in July of 2003. Subsequent to the
initial response, DHS reported that the DHS plan for the implementation of
Proposition N provides three meals per day for all homeless individuals who
are in a shelter and who are receiving  $59 in cash assistance.  Therefore,
the Budget Analyst notes that meal services would be phased in with the
shelter component of Proposition N and full meal services would not be
provided as of July 1, 2003, as indicated in the initial DHS response.

• DHS identified seven existing shelters that provide three meals a day.
However, according to the DHS Executive Director, five of the seven listed
shelters do not currently have lunch services and at least one shelter does
not currently offer breakfast and another does not currently offer dinner.
These inconsistencies once again demonstrate the inadequacies of the DHS
plan to implement Proposition N.

• According to DHS, Glide Memorial United Methodist Church has agreed to
restructure its existing contract with DHS in order to provide lunch service
to shelters that currently do not have lunch services. Yet in subsequent
discussions with the Budget Analyst, the DHS Director of Finance and
Planning acknowledged that the restructured contract with Glide Memorial
does not provide additional services which would in any way differ from the
existing services which Glide Memorial is already providing under contract
with DHS.

• Proposition N does not require that support services, such as mental health
and substance abuse services, be provided to homeless adults receiving
cash assistance from the City. However, DHS intends to use the baseline
appropriation of an estimated $13,904,979 to finance support services to
homeless individuals. While DHS is in the process of developing such
support services, and states that these services will be available in July of
2003, DHS did not provide detailed documentation of such support services,
including identification of the support services providers, locations, and any
specific contracts that have been established for delivery of these services.

• The City Attorney’s Office advises that the funding language regarding the
baseline appropriations, as contained in Proposition N, cannot be
mandatory and must be interpreted as a policy recommendation or advisory
only. Therefore, although the Department of Human Services advises that



Honorable Jake McGoldrick,
   Chair of the Land Use Committee,
   and Members of the Board of Supervisors
City and County of San Francisco
June 9, 2003

BOARD OF SUPERVSIORS
BUDGET ANALYST

26

$13,904,979 is the baseline appropriation of cash assistance provided in FY
2002-2003 for homeless individuals, the Budget Analyst notes that, based
on the City Attorney’s opinion, the $13,904,979 level of funding for
homeless adults may or may not be included by the City for cash payments,
housing, food and support services in future years.

• Initially, DHS did not provide the Board of Supervisors or the Budget
Analyst with a detailed implementation plan or budget for the use of the
baseline appropriation. A detailed budget was only provided after the Budget
Analyst’s third request.

• Although the Executive Director made reference to a DHS “projection model”
in responding to a draft version of the Budget Analyst’s report, in further
discussions with DHS, the DHS Director of Finance and Planning clarified
that the so-called “projection model” was an “informal back of the envelope”
document. The DHS first made reference to their “projection model” on the
evening of May 30 in commenting on the Budget Analyst’s draft report.

• While existing vacancies and new hotel units and shelter beds will meet part
of the demand for housing, an estimated 1,595 additional hotel units or
shelter beds will be needed for homeless adults receiving cash assistance
pursuant to Proposition N. The Budget Analyst estimates the cost of
providing 1,595 additional hotel units through the Master Lease Hotel
Program at $9,968,750 annually. Additionally, if these 1,595 homeless
adults are housed in Master Lease Hotel units, then full cash assistance
would be reinstated at an estimated increased cost of $5,841,460 annually.
Alternatively, the Budget Analyst estimates the cost of providing 1,595
additional shelter beds at $8,134,500 annually. The Budget Analyst notes
that clearly these costs would be a significant component of, if not greatly
exceeding, the $13,904,979 baseline appropriation.

• The Budget Analyst notes that Proposition N only addresses approximately
2,800 or 36.4 percent of the estimated 7,686 homeless adults.  Even with
successful implementation of Proposition N, an estimated 4,886 homeless
adults, or 63.6 percent of the total homeless adult population, are not
addressed by the provisions of Proposition N.

The written response of the Executive Director of DHS to the Budget Analyst’s
report is included as Attachment X. In his written response, the Executive
Director states that he agrees with the Budget Analyst’s report that DHS’ plan
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will not provide, as of July 1, 2003, shelter and meals to all of the homeless
adults in San Francisco who are currently receiving cash assistance. However,
the Executive Director states that “We have purposely developed a phased
implementation plan which gradually adds services in the form of housing,
meals and supportive services throughout the next fiscal year, which is
consistent with the language in Proposition N. Our plan is based on various
assumptions about caseloads and requests for services.” Based on the
assumptions of the DHS, the Executive Director reports that, by the Spring of
2004, the implementation plan for Proposition N will result in sufficient
services to meet the needs of San Francisco’s homeless. However, as repeatedly
noted in the Budget Analyst’s report, documentation provided by DHS to
support their assumptions is lacking in sufficient detail, and the DHS data is
unsupported and contradictory. The Budget Analyst concludes that there is no
assurance that the intent of Proposition N to replace cash assistance with
housing, meals and support services will be achieved by the Spring of 2004, as
represented by the Executive Director of DHS.

Respectfully submitted

Harvey M. Rose
Budget Analyst

cc: President Gonzalez
Supervisor Ammiano
Supervisor Daly
Supervisor Dufty
Supervisor Hall
Supervisor Ma
Supervisor Maxwell
Supervisor Newsom
Supervisor Peskin
Supervisor Sandoval
Mayor Brown
Clerk of the Board
City Attorney
Controller
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Ben Rosenfield
Ted Lakey
Trent Rhorer
Steve Arcelona
Phil Arnold


