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Supportive housing has been proven to reduce the emergency and inpatient Medicaid costs of 
homeless individuals and families with behavioral health issues, chronic illnesses and other 
barriers to independence.  The supportive housing model can also be adapted to house some 
individuals who would otherwise reside in nursing homes and institutional settings.  Increasing 
development of and expanding access to supportive housing will help New York State to reduce 
Medicaid spending and improve the quality of care for these vulnerable populations.   
 
For this reason we encourage the State to work with New York City and other localities and 
counties to establish a new capital and scattered-site housing initiative to expand access to 
supportive housing for the high-cost Medicaid population. The following brief identifies barriers 
to achieving these goals, along with measures that can be explored and in many cases 
implemented to increase the production and availability of supportive housing.  
 
I.  Improve Interagency Coordination 
 
1. BARRIER: Responsibility for supportive housing development and management is 
dispersed across multiple State agencies, making it difficult to design and implement a 
cohesive housing and service strategy for high-cost Medicaid recipients. 
 
SOLUTION:  The State should establish a position in the Governor’s office with authority 
to coordinate supportive housing efforts across agencies.  This position would lead a council 
of reps from HCR, OMH, OTDA, OASAS, DOH and OPWDD that would work together to: 

o Establish and monitor supportive housing unit production goals 
o Streamline capital development processes 
o Simplify contract management 
o Ensure effective asset management 
o Establish placement priorities 
o Evaluate the effectiveness of service models 
o Identify and redirect new and existing resources for development, operations and services 

 
A coordinator located in the Governor’s office would be able to direct a cohesive statewide 
supportive housing policy, while allowing agencies to retain control over day-to-day budgeting 
and management of their supportive housing stock, service programs and client populations. 
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2. BARRIER:  Information on State and local supportive housing resources is     
compartmentalized and incomplete.   
 
SOLUTION:  The State should develop a database that captures all supportive and other 
housing resources for people with special needs in one location.  Such a tool could track 
development, occupancy and performance, while compiling data across agencies to help inform 
State policy decisions and strategy. 
 
3. BARRIER: It is not clear whether units set aside in HCR-financed housing for people 
with special needs continue to house people with special needs, or house the most 
vulnerable individuals in those special needs cohorts. 
 
SOLUTION: Survey the existing HCR affordable housing stock to ensure that units built 
to serve people with special needs are indeed occupied by people with the disabilities 
identified for those units.  While we may find that buildings  are indeed meeting requirements 
in this area, those that are found to be housing fewer people with special needs than indicated in 
financing agreements will need to prioritize new vacancies for vulnerable people identified by 
the State.  State agencies serving people with special needs will need to do their part to prioritize 
and facilitate referrals of appropriate tenants and ensure that adequate services are in place. 
 
4. BARRIER: Multiple agency application processes for capital, operating and service 
funding delay development and increase risk.  Supportive housing development typically 
requires capital financing from more than one government agency.  Even when capital funding is 
secured, service and operating funds may not be assured upon opening.  Assembling such 
financing lengthens development times, and creates uncertainty that increases costs and risks to 
both developers and government agencies. 
 
SOLUTION: Identify ways to coordinate and/or consolidate funding application 
procedures to reduce development time.  New processes could allow providers and developers 
to apply for multiple sources of capital, as well as service and operating funds at the same time 
(as was done in this year’s HCR Unified Funding Round for capital financing that included an 
opportunity to apply for OMH service and operating funding).  Or it could establish an RFQ 
process that would guarantee service dollars upon completion of capital construction.  
Commitments of service funding should more closely mirror the timeframes of capital 
investments to reduce investor unease.  Application processes should consider the specific 
challenges faced by smaller upstate and rural projects. 
 
5. BARRIER: Capital financing from multiple agencies creates duplicative, inefficient and 
sometimes contradictory oversight of development and construction.  While HCR, DASNY, 
and NYC HPD are all capable of providing construction oversight, there is no need to have all 
involved in every project.   
 
SOLUTION: Appoint one lead agency to oversee the design, construction and development 
processes for each project.  If necessary, additional work can be done to standardize design 
guidelines across agencies. 
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6. BARRIER: Nonprofit provider-developers require adequate pre-development resources 
to develop efficiently.  Developers often incur considerable upfront costs as they prepare 
applications, create architectural plans, secure site control, investigate site characteristics and 
conduct other activities before being awarded capital financing.  Inadequate funding in the early 
stages of development can lead later to construction issues that contribute to extensive delays. 
 
SOLUTION: Ensure that a revolving pre-development fund is adequately funded and 
readily available early in the process to nonprofit groups seeking to develop supportive 
housing.  Such pre-development funds can be managed and provided by HCR, OTDA, the 
Corporation for Supportive Housing, or a bank or CDFI. 
 
 
II. Increase Capital Resources 
 
7. BARRIER: Capital funding resources are inadequate to current need.   
 

• Since 1994, HCR Housing Trust Fund and OTDA Homeless Housing Assistance 
Program have remained flat-funded at $29 million and $30 million respectively (except 
for two years that had one-time increases). These funds can now finance less than two-
thirds the number of units they did in 1994. 

• Capital funds at OMH have been frozen for the past three years.  At least $100 million for 
capital housing development already appropriated for construction of permanent housing 
units promised by the NY/NY III Supportive Housing Agreement remains frozen and 
unavailable.   

• Federal HOME dollars are likely to be cut by 25% to 38% this fiscal year.       
 
SOLUTION: Increase and unfreeze funding to levels adequate to complete both NY/NY               
III production goals and new targets set by the MRT.  
 

o Fund HHAP and HTF at $60 million each.  Such an increase would add just $2.4 
million in additional annual debt service costs to the State budget. 

o Unfreeze OMH capital funds. 
o Increase HPD production of supportive housing by creating new integrated financing 

models.  
o Advocate for restorations to the HUD HOME budget. 
o Allocate the $75 million in capital funds at DOH to permanent supportive housing 

projects this year. 
o Reinvest some of State and local Medicaid savings into capital housing development; 

convince federal government to reallocate a portion of its savings to this purpose as 
well. 
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8. BARRIER: A larger share of HCR’s federal Low Income Housing Tax Credit (LIHTC) 
allocation should go toward supportive housing production.  At present, HCR allocates 
approximately 14% to 17% of its $220 million in annual tax credit equity to supportive housing.  
By comparison, HPD sets aside 30% of its LIHTC for supportive housing. 
 
SOLUTION: Increase share of HCR tax credits allocated to supportive housing. It would be 
vastly preferable to increase capital funding available for all affordable housing production, a 
viable option at today’s low interest rates, especially when one considers the economic benefits 
of increasing housing construction in the state at this time.  Nevertheless, it makes sense to target 
the State’s precious affordable housing resources to those most in need.  Increasing the share of 
HCR tax credits that go to supportive housing to 30% would allow the state to further target 
existing resources to additional vulnerable populations, like high-cost Medicaid users.  Tax credit 
allocations for supportive housing can be increased by adjusting requirements of the State’s 
Qualified Allocation Plan (QAP) for tax credits, including the following: 
 

o Increase the HCR Supportive Housing Set-Aside.  Currently, the set-aside for 
supportive housing is for $2.2 million in LIHTC annually.  Typically, HCR awards 
approximately $4.4 million.  The set-aside should be raised to $6 million. 

o Increase the requirement for qualifying for the set-aside from a minimum of 30% of 
the units to 50%. 

o Consider requiring developers to reserve at least 15% of their units for people with 
special needs as a mandatory, threshold requirement.  Currently, developers receive 5 
points out of 100 for doing this.  In recent years, 78-84% of all applications included 15% 
special needs units, indicating that this would not be too heavy a burden for developers. 

o Offer 5 points for reserving 30% of a project’s units for people with special needs. 
o Review HCR’s priority categories for people with special needs.  Ensure that they align 

with State priorities. High-cost Medicaid users could be added and other pops removed. 
o Ensure that developers identify a nonprofit service provider and make arrangements to 

provide adequate supportive services for people with special needs.  It is important to 
ensure that units for special needs have adequate services available delivered by a 
qualified service provider. 

 
III. Facilitate Siting and Community Support 
 
9. BARRIER:  Proposed supportive housing residences often face misinformed opposition 
from some members of the community.  This “NIMBYism” can cause delays, increase costs, 
and sometimes stop development, or reduce the number of units included in a project. 
 
SOLUTION:  The Governor’s Office can provide the leadership necessary to facilitate the 
successful siting of new residences.  State agencies have a strong track record supporting 
proposed residences in the face of community opposition.  The Governor’s Office can respond to 
occasional political pressures to stop the development of specific supportive housing residences 
by educating community members and elected leaders about the benefits of supportive housing 
both to tenants and communities.  In addition to State efforts, NYC HPD can work with 
providers to redesign its community outreach process to make it more predictable and shorten the 
time it takes to site new residences. 
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10. BARRIER: The new Consolidated Funding Application (CFA) and Regional Economic 
Development Councils (REDC) add an additional layer of review that may hinder the 
State’s supportive housing development.  Affordable housing developers must now apply for 
HCR capital funds through the new CFA process that includes review by one of ten REDCs.  
While this new structure is likely to improve the effectiveness of regional economic development 
initiatives, it may further delay the affordable housing development process.  Proposals for 
supportive housing in particular may be disadvantaged when judged in an economic 
development context by REDC members unfamiliar with the State’s social service and Medicaid 
strategies and priorities.    
 
SOLUTION: Establish safeguards that prioritize supportive housing in the CFA REDC 
process. There are compelling arguments for removing affordable housing capital funds from the 
CFA and REDC process entirely – HCR scoring already takes into account community priorities 
while minimizing NIMBY obstructions, and bond-financed affordable housing projects now 
approved on a rolling basis may encounter significant, unnecessary delays in the new process.  
Even if HCR affordable housing dollars must still go through the CFA REDC process, the State 
can take action to increase supportive housing production, including: 
 

o Educate all the REDCs on the economic and social benefits of supportive housing 
o Police REDCs for unwarranted NIMBY obstruction 
o Explore ways to respond to local concerns about the tax and infrastructure burdens of 

nonprofit affordable housing. 
o Increase the HCR Supportive Housing Set-Aside of federal Low Income Housing Tax 

Credits to $6 million, or to a level that ensures robust production of supportive housing 
by HCR. 

o Continue to exempt funding for special needs housing at other agencies (OMH, 
OPWDD, OTDA and OASAS) from the CFA REDC process. 

 
11. BARRIER:  Suitable building sites are in short supply.  This makes it difficult to site new 
supportive housing residences, and often adds to costs and development delays as developers 
contend with additional problems when they build on less desirable sites. 
 
SOLUTION: Identify vacant land owned by the State, NYCHA, HHC and other public 
housing authorities, localities and entities that can be allocated to supportive housing 
capital development. 
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IV. Use Existing Supportive Housing Resources More Efficiently 
 
12. BARRIER: Stable supportive housing tenants lack viable independent housing 
alternatives. There is a lack of both supportive and affordable housing in the state. The overall 
rental vacancy rate in NYC is 2.9%; for units under $700, it is less than 1%.  There are over 
200,000 New Yorkers receiving SSI who are unable to afford fair market rents without rental 
assistance, even in lower cost areas Upstate.  Most supportive housing residents may require on-
site services and supports for the rest of their lives to remain stably housed.  But many can and 
want to move on to more independent apartments, provided the apartments suit their needs, and 
they are made to feel confident that there is adequate aftercare support when crises arise.   
 
SOLUTION: Offer adequate subsidies, supports and incentives to encourage and facilitate 
stable supportive housing tenants to move on to more independent housing.  A central 
component of the supportive housing model’s success is that it is permanent housing.  The tenant 
needs to have the peace of mind that comes from the knowledge that they can remain in their 
supportive apartment for the rest of their lives if necessary.  But supportive housing residents 
should also be able to move on from supportive housing, both to further their own personal 
development, as well as to free up units for those in need.  In addition to expanding overall 
affordable housing production, the State can facilitate moves from supportive housing to more 
independent housing with some of the following policy changes:   
 

o Prioritize stable supportive housing tenants for other affordable housing.  A small pilot 
program at HCR already helps move supportive housing tenants to affordable apartments 
developed through the “80/20” program.  This initiative could be expanded.  In addition, 
supportive housing tenants could be prioritized for moves into affordable units financed 
by HCR, NYC HPD and HDC, as well as those operated by public housing authorities. 

o Provide aftercare and transitional support. To encourage tenants’ participation, there 
must be a mechanism to provide some intermittent aftercare contacts with case managers, 
with a safety net in place to handle crises as they may arise.  Residents will typically need 
access to Section 8 vouchers, as well as assistance finding apartments, negotiating leases 
and managing the move and transition.  

o Implement a 30% rent cap in HIV/AIDS independent housing. People living with 
HIV/AIDS who receive rental assistance are not capped at 30% of their income unless 
they are in federally subsidized supportive housing programs.  Many independent 
housing residents living with HIV/AIDS pay as much as 70% of their incomes toward 
rent.  As a consequence, supportive housing residents are disincentivized from moving on 
from supportive housing to more independent apartments. 

o Increase HASA rent payment rates. Unlike other populations, HASA-eligible 
individuals have access to portable HASA rent subsidies.  Increasing rent payment limits 
(not updated since 2003) would facilitate more movement to independent housing. 

o Facilitate aging in place in Section 202 senior housing.  As they age, seniors have 
changing service needs that may require home care, personal care and/or service 
coordination activities.  The State must ensure that provision of these services does not 
trigger licensure requirements on 202 residences, or residences may choose to move 
residents to more expensive settings in an effort to avoid falling under Assisted Living 
and other licensing requirements. 
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13. BARRIER: Many members of the high-cost Medicaid user population with active 
substance abuse and untreated psychiatric problems remain homeless. They cycle through 
shelters, emergency rooms and other institutional care because they lack access to low-threshold 
residential models that address these issues in stable, low-demand housing.  

SOLUTION: Create workgroup of providers and government to apply what we’ve learned 
in successful “Housing First” housing and service programs for homeless and/or 
marginally housed people with chronic illnesses. In particular, consider new financial models 
to support "low-threshold" models of long-term transitional and "gateway" housing, coupled 
with intensive clinical, medical and personal care services. Develop numerical targets and a 
long-range development plan to adequately house everyone in need.  
 
14. BARRIER: Some of the highest Medicaid costs are incurred by hospitalizations that 
could be avoided or shortened if there were adequate alternatives available. 
 
SOLUTION:  Create hospital alternatives to help individuals transition to permanent 
housing. 
 

o Convert some transitional OMH beds into crisis residences that can provide 
alternatives to psychiatric hospitalization. In many cases, a community-based haven is a 
more appropriate and considerably less expensive setting for persons with psychiatric 
disabilities to manage and recover from crises. 

 
o Provide respite care opportunities for homeless people leaving hospitalizations.  By 

upgrading additional Respite Centers to a Medicaid level of funding, the State can create 
temporary settings that remain less expensive than detox or medical hospitalization, with 
better outcomes at achieving placement into permanent housing. 

 
15.  BARRIER: People living with HIV/AIDS could benefit from earlier interventions of 
medical services, support services and housing but do not qualify for these until their 
disease enters a more advanced stage.  For example, many counties do not participate in the 
State Enhanced Rental Assistance Program.  In New York City, the program is only accessible to 
people living with a clinical diagnosis of AIDS, even though earlier interventions to stabilize an 
individual’s health and housing have been proven to be effective and cost-efficient.  Homeless 
youth in general have low Medicaid costs, but high risk for HIV/AIDS and other illnesses that 
will drive up their healthcare costs in the future. 
 
SOLUTION: Identify and fund opportunities for earlier interventions for people living 
with HIV/AIDS: 
 

• The State should expand eligibility for the State Enhanced Rental Assistance Program 
to all low-income persons living with HIV.   

• All counties should participate in the State Enhanced Rental Assistance Program. 
• Supportive housing options and other interventions should be expanded for homeless 

youth.   
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V. Ensure Adequate Funding for Services and Operations 
 
16. BARRIER: Supportive housing residents have increasingly complex service needs that 
must be met to keep residences safe and effective.  Since 2006, supportive housing providers 
in New York City have prioritized chronically homeless individuals with at least one disability.  
The proportion of tenants with high service needs and extended periods of homelessness who 
live in congregate buildings has also grown.  At the same time, service and operating funds have 
remained flat or have been cut.  Low salaries for entry level positions make retention a challenge 
and reduce opportunities for staff training and development. It is important to note: 
  

o NY/NY III service contracts remain at 2006 rates; NY/NY III rent subsidies no longer 
cover rent levels required by tax credit underwriting; service funding for new residences 
is scarce.  

o In high rent areas of the state, providers now pay as much as 90% of the OMH Supported 
Housing stipend towards rent.  

o OTDA NYSSHP has not had a COLA for 6 years; providers in the city received a 17% 
cut last year that erased the value of the previous COLA; Upstate providers received a 
3% cut to their only source of State service funding. 

o McKinney-Vento funding has made no increases to SHP after the initial awards, many of 
which were made 17 years ago. 

o Providers can no longer depend on Section 8 and Advantage subsidies and are now being 
asked to rent to homeless referrals with no income. 

o HASA and OASAS contract payments are often 8 to 12 months late. 
 
SOLUTION: Identify ways to increase and stretch service and operating funds.  With 
funding streams flat or cut, and promised payments delayed or not made at all, the quality of 
services will suffer without some funding increases.  While additional funding is needed, an 
effort can be made to find efficiencies. 
 

o Direct more project-based and tenant-based Section 8 vouchers to supportive housing 
residences.  The largest source is NYCHA; HCR, HPD and other authorities also control 
Section 8 funds. 

o Develop new financing models that underwrite for increased operating income to 
supportive housing and other residences housing service-needy populations.  A higher 
building income can be used to supplement essential services and operations, increasing 
tenant stability in the residence. 

o The State can engage with philanthropic foundations to explore opportunities to create 
a pilot program of “social impact investment bonds” that would pay for operations and 
services in supportive housing.  Investing foundations would receive market rate or close 
to market rate returns only if the subsidies were measured to reduce Medicaid and other 
public costs.  In this way, new philanthropic funds could be accessed, but the State would 
only pay for success, after that success is achieved.  

 
For more information, please contact the Supportive Housing Network of New York: Ted 
Houghton, 646-619-9640 thoughton@shnny.org or Maclain Berhaupt, 518-465-3233 
mberhaupt@shnny.org 

mailto:thoughton@shnny.org
mailto:mberhaupt@shnny.org

