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Chicago Alliance to End Homelessness
White Paper:

Future HUD Funding for Chicago
	Part I.   How Chicago Has Scored


A.  Introduction

This white paper examines trends in funding for homeless services in Chicago from the U.S. Department of Housing and Urban Development. HUD is the largest single source of funding for homeless services in Chicago, totaling $50.1 million in 2007.

HUD issues an annual “SuperNOFA” (Notice of Funds Availability) to solicit applications from continuums of care across the country. By scoring and ranking these applications, HUD allocates funding for homeless programs which are eligible under the current law (McKinney-Vento Act). The SuperNOFA process is highly competitive, as there are more continuums applying than HUD is able to fund. As a result, there is a national “funding line” or cutoff point. A continuum’s application must score above this line to receive HUD funding.
Each June, on behalf of the Chicago Planning Council on Homelessness, the Chicago Alliance to End Homelessness submits a lengthy application to HUD (totaling 3,300 pages in 2007). Chicago must score above the national funding line to receive its allocation of funding, which supports more than 130 programs in Chicago.

B.  HUD Scoring Method

To score each continuum’s application, HUD awards competitive points in five scoring categories: 

· Organizational Structure

· Housing and Service Needs (includes participation in HMIS)

· Strategic Planning

· Performance

· Emphasis on Housing Activities

	Change in HUD Application Scoring 2005-2007

	
	2005
	2007
	Change from 2005

	Organizational Structure
	17
	8
	-52.94%

	Housing and Service Needs
	10
	7
	-30.00%

	HMIS
	5
	5
	0.00%

	Strategic Planning (includes Leveraging)
	13
	10
	-23.08%

	Performance
	5
	18
	+260.00%

	Emphasis on Housing Activities (Housing to Services Ratio)
	10
	12
	+20.00%


In the last two years, HUD has dramatically changed what it emphasizes in scoring applications—with increasing emphasis on performance. As detailed in the chart to the right, HUD previously gave more weight to a continuum’s Organizational Structure, such as whether it represented a public/private partnership to end homelessness. HUD still expects continuums to have this structure but now gives fewer points for achieving it.

HUD now gives significantly more weight to Performance. Between 2005 and 2007, the number of points HUD gave for Performance increased from five to 18. This represents a 260% increase in the emphasis placed on Performance. HUD bases its assessment of Performance primarily on a continuum’s progress in reducing homelessness, including chronic homelessness, and on removal of regulatory barriers to the production of affordable housing. 
HUD has also increased the weight of Emphasis on Housing Activities, because it seeks to fund more housing than services. The key indicator HUD uses is a continuum’s Housing to Services Ratio, which is calculated by dividing housing dollars (operations and leasing) by service dollars. Between 2005 and 2007, the number of points HUD gave for Emphasis on Housing Activities increased from 10 to 12 points—an increase of 20%.

C.  How Chicago is doing

The most recent year for which HUD application scores are available is 2006. HUD will release Chicago’s 2007 scores in late 2007 or early 2008. Overall, in 2006, Chicago scored 87.25 (out of 100). This was 1.25 points above the HUD funding line nationally. It is the closest Chicago has come to falling below the funding line. (Consequences of falling below the funding line are discussed below.)
	Chicago’s HUD Application Scores 2006

	Scoring Category
	Chicago score
	Maximum possible
	Points “lost”

	Organizational Structure
	8.00
	8.00
	0.00

	Housing and Service Needs
	6.00
	7.00
	-1.00

	HMIS


	3.75
	5.00
	-1.25

	Strategic Planning (includes Leveraging)
	8.00
	10.00
	-2.00

	Performance


	14.00
	18.00
	-4.00

	Emphasis on Housing Activities
	7.50
	12.00
	-4.50

	
	47.25
	60.00
	-12.75


The chart to the right details the points HUD gave Chicago in the five scoring categories, and the maximum points possible. The right-hand column shows how many points Chicago “lost” by falling short of the maximum score in each category. 
In response to this “close call” in 2006, the Chicago Planning Council on Homelessness offered incentives to improve the scores for 2007 in two scoring categories: Emphasis on Housing Activities and HMIS.

Emphasis on Housing Activities  

Given that the key indicator in this category is the Housing to Services Ratio, the Chicago Planning Council on Homelessness attempted to improve this ratio by offering applicants an incentive for moving service dollars to housing: 1 point for moving 5% of service dollars to housing, and 2 points for moving 10%. In response to this incentive, agencies moved more than $800,000 from services to housing.
Overall, Chicago’s service dollars decreased considerably from 2006 to 2007. In 2006, Chicago had $20,106,282 in service dollars. In 2007, service dollars had decreased to $16,469,388—a decline of $3,636,894, or more than 18%. This was due in part to the incentive offered and also to a stronger housing focus in the overall mix of programs. For example, the 2007 bonus project was exclusively housing (zero service dollars), while the 2006 bonus project included $840,000 in service dollars. 
With such changes, Chicago’s Housing to Services Ratio increased by more than 34%, from 1.36 in 2006 to 1.83 in 2007.

HMIS  

The Chicago Planning Council on Homelessness also offered an incentive to encourage improvement in HMIS participation: an extra point for applicants with low numbers of “duplicate clients” in HMIS. (“Unduplicated” means  each client has only one record in the system which contains all their data.) Twenty-nine applicants received this extra point.
Citywide, Chicago had 10,086 client records entered into HMIS at the time of the 2007 HUD application. Of these, 8,209 were unduplicated clients, leaving 1,877 duplicate clients. The goal is for the number of client records entered and the number of unduplicated clients entered to be the same. (Atlanta, Georgia is held up as a model, with 41,931 client records entered into HMIS and 41,931 unduplicated clients.)
D.  Consequences of Falling Below the Line

Falling below the funding line would have a negative impact in Chicago in several ways. First, Chicago would lose the bonus project, which has generated $14.6 million for the local continuum in the past three years. In 2007, the bonus project will total $4.2 million and create 150 new permanent housing units for the homeless system, the bulk of them on the south side. 
The impact of bonus projects extends beyond the year in which they are awarded. HUD sees the initial award as a sort of capital investment. Once the bonus project is up and running, typically two years after the initial award, it can return as a renewal and seek operating funds, usually about $2 million annually. This also increases the “hold harmless” amount which HUD guarantees the Chicago continuum will receive in a given year with all of its renewals. As a result, the lack of a bonus project one year could actually mean the loss of more than $10 million over five years—with the value of the project and three years of renewals of operations. 
Second, Chicago would lose all control and influence over the allocation of HUD funding. If Chicago were to fall below the funding line, HUD would respond by automatically renewing existing projects that pass threshold. No new projects could be funded. The priorities, ranking policies, and evaluation instrument created by the Chicago continuum—all of which advance Chicago’s Plan to End Homelessness—would be disregarded.
Third, Chicago’s reputation as a national leader in ending homelessness would be damaged. Those continuums that have fallen below the funding line—such as Los Angeles, Columbus, Detroit, Austin, and the State of Indiana—have suffered negative press, including criticism of individual organizations and mayors. The implication of falling below the funding line is that the continuum and its participants are performing below par and are therefore not competitive. If Chicago is viewed poorly, this could impact national funding for agencies’ programs, as well as opportunities for national research and collaboration.
	Part II. Chicago’s Future: 2008 and Beyond


A.  Increasing Competition Nationally 
	Chicago Scores & HUD Funding Line, 2002-2006

	
	2002
	2003
	2004
	2005
	2006

	Overall Score


	78.75
	86.00
	83.75
	86.25
	87.25

	Funding Line


	73.00
	78.00
	82.00
	82.00
	86.00

	Points Above the Line
	5.75
	8.00
	1.75
	4.25
	1.25


Between 2002 and 2006, Chicago increased its overall score by 10.8% (see chart to the right). However, HUD’s funding line also moved upward during that period. In 2002, a continuum with a score of 73 would get funded. In 2006, a continuum needed a score of 86. This is an increase of almost 18% in the HUD funding line.  

The chart below further illustrates how Chicago’s score and the national funding line have shifted over time.
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The upward trend in the HUD funding line reflects a number of factors. First, more continuums across the country are working to improve their overall scores so they can secure HUD funding. This creates a sort of score inflation. With a limited pool of funding, and more continuums scoring higher, the cutoff line will move upward.
Further, as HUD has changed its emphasis on different scoring categories, some continuums have become more competitive—in other words, more able to achieve a higher score. For example, with greater emphasis on Performance and on Emphasis on Housing Activities (i.e., Housing to Services Ratio), smaller continuums are becoming more competitive. Smaller continuums tend to have few or no Supportive Services Only (SSO) programs and higher outcomes—due at least in part to smaller and less complex homeless populations and service systems. Even some larger cities have no SSOs, such as Columbus, Ohio.

It is not known what will happen in 2007 with Chicago’s overall score and the funding line. It is worth noting, however, that if the 2006 trends were to continue for 2007, Chicago’s overall score would be 88.26 and the funding line would be 90.19—meaning that Chicago would fall below the funding line.

B.  Changes Affecting Chicago

In addition to changes in HUD’s scoring system and Chicago’s competitiveness compared to other continuums, there are two changes for the coming year that will affect Chicago: the end of Grant Extensions and the Supportive Housing Initiative (SHI).

Grant Extensions

In recent years, programs that fell below the funding line could pursue grant extensions. Grant extensions are given by HUD to an agency that has not received renewal funding if that agency can prove that, during the next funding year, it can fund the program through other funding sources. The receipt of a grant extension allows the agency to apply in the next HUD funding round as a renewal, rather than as a new program. This has been significant, since almost no new programs (other than SHI) have been funded with Chicago’s HUD funding for the past several years. 
Using grant extensions, many of the programs that fell below Chicago’s funding line were able to maintain operations for that year, and then receive HUD funding the next year. Another significant benefit of grant extensions was that they added millions to Chicago’s “hold harmless” amount.  

In late spring of 2007, HUD notified Chicago that it would no longer allow grant extensions. 
The Chicago Planning Council on Homelessness, Chicago Alliance to End Homelessness, and the City of Chicago disputed this ruling. In response, HUD agreed to delay the end of grant extensions until the 2008 SuperNOFA. What this means is that, for the upcoming SuperNOFA, no programs may receive grant extensions. If a program is ranked below the funding line, it cannot get HUD funding again unless it essentially closes its doors for one year and then reopens, serving all new clients.

Supportive Housing Initiative

The Supportive Housing Initiative (SHI) is a five-year initiative to develop 788 units of new permanent supportive housing for singles and families in Chicago. Twelve housing projects are being funded under SHI, combining housing development dollars with HUD homeless funding for a total investment of more than $85 million. These new housing developments began coming online in 2005, with the final project expected to open in 2008 or 2009.

SHI projects are large and represent primarily or exclusively housing dollars. Therefore, they have improved Chicago’s Housing to Services Ratio. Currently, only one SHI program remains to be funded: Heartland Housing’s family project.

C.  Possible Corrective Actions

In order to remain competitive and avoid falling below the funding line, Chicago needs to increase its scores. Appendix A contains a detailed analysis of HUD’s scoring categories where Chicago lost points. 
In 2007, Chicago took corrective action to improve scores in two categories, Emphasis on Housing Activities and HMIS (see pp. 2-3). The impact of these efforts on Chicago’s scores will not be known until late 2007 or early 2008, when HUD releases the 2007 scores. 

For 2008 and beyond, Chicago can take a number of corrective actions to improve its scores in all five scoring categories in which it lost points. Following are four possible actions Chicago could take, singly or in combination.

1. Change the weighting of the evaluation tool. This has already been proposed by the Chicago Planning Council on Homelessness’ HUD-McKinney Vento (HMV) Committee for the 2008 SuperNOFA. Overall, these changes would increase points for Housing to Services Ratio and for Performance—giving greater weight to the two scoring categories where Chicago lost the most points.  
2. Create ranking policies for 2008 which address competitiveness. Possible methods include: 

a) Ranking new programs on par with renewals. Only those new programs that are high performers with good Housing to Services ratios would rank competitively.

b) Create a minimal threshold score for renewals, so lower performing programs would not get funded.

3. Reallocate service dollars. Possible methods include:

a) Requiring programs to shift a certain percentage of their service funding to housing.

b) Implementing an across-the-board cut of service dollars for all programs.

4. Implement a technical assistance program to help agencies improve their outcomes. This is a longer-range solution because evidence of improvements is through a program’s annual progress report (APR), which is based on a full year of operations.  Therefore, it would take over a year for the impact of improved outcomes to affect Chicago’s scores. 
D.  Proposed Actions

The Chicago Alliance to End Homelessness proposes two possible actions for consideration by the Chicago Planning Council on Homelessness.

1. Create a committee to develop the 2008 ranking policies in light of the information above. This could be the subcommittee of the HMV Committee that develops the ranking policies, or an ad hoc committee. It should include, at a minimum: the Executive Committee of the Chicago Planning Council on Homelessness, two representatives of the HMV Committee, two representatives of the Tool Subcommittee, and two or three volunteers from the Chicago Planning Council on Homelessness. This committee should also take up the question of reallocating service dollars.

2. Instruct the Executive Committee to consider creating a technical assistance program to improve agency outcomes. This could be done by:

a) Seeking funding for a new technical assistance program, and/or

b) Considering peer training conducted by high-scoring agencies.
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Improving Chicago’s Score
In 2006, there were five scoring categories in which Chicago “lost” points (i.e., did not receive the maximum possible points): 

	Chicago’s HUD Application Scores 2006 – Points “Lost”

	Scoring Category
	Chicago score
	Maximum possible
	Points “lost”

	Emphasis on Housing Activities
	7.50
	12.00
	-4.50

	Performance
	14.00
	18.00
	-4.00

	Strategic Planning (includes Leveraging)
	8.00
	10.00
	-2.00

	HMIS
	3.75
	5.00
	-1.25

	Housing and Service Needs
	6.00
	7.00
	-1.00

	Total Points “Lost”
	
	
	-12.75


A clear strategy for improving Chicago’s overall score and ranking is to gain points in the five scoring categories in which points were lost. The way in which HUD assigns scores in the different categories has been described in the Federal Register, most recently in March 2007. Some details may change from year to year, including the point values for each category. 
The most current available information about the scoring categories in which Chicago lost points in 2006 is summarized below, along with examples of possible areas for improvement.

· Emphasis on Housing Activities: 12 points. Chicago “lost” 4.5 points. Points were based on the relationship between housing activities and supportive services (Housing to Services Ratio), with points awarded on a sliding scale against other continuums.  

· Performance: 18 points. Chicago “lost” 4 points. Most points (up to 16) were based on the continuum’s progress in reducing homelessness, including chronic homelessness. Indicators included the continuum’s progress in meeting its goals; whether it increased the number of permanent housing beds for the chronically homeless; its success in moving and keeping clients in permanent housing; the extent to which participants became employed or had financial resources; and the absence of unexecuted grants. Up to 2 more points were awarded based on the extent to which the continuum removed regulatory barriers to the production of affordable housing. 

· Number of clients exiting into permanent housing. Chicago’s performance in this area lags behind other continuums. For example, in 2007, Chicago’s percentage of clients who exited into permanent housing was 62%, compared to 68% for Columbus, Ohio, and 79% for Atlanta.
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· Employment income. Chicago’s percentage of clients who receive employment income is low compared to other continuums. For 2007, for example, Chicago had 18% of clients receiving employment income, compared to 39% of clients in Atlanta and 41% in the state of Montana. 

· Numbers of clients leaving with no financial resources. In 2007, Chicago had 33% of clients leaving with no financial resources, compared to only 21% for Columbus, 24% for Atlanta, and 15% for Montana.

· Strategic Planning: 10 points. Chicago “lost” 2 points. Points were based on elements including: leveraging; the existence of a performance-based 10-year strategy for ending chronic homelessness; how well the continuum develops a discharge policy for persons leaving institutions to prevent them from immediately entering the homeless system; whether the continuum proposes projects that are consistent with identified unmet needs; and whether the priority chart is completed correctly. 

· Leveraging. Chicago’s leverage was only 128% of its grant—the lowest found among large cities. According to HUD staff, this item is scored as follows: 1 point for up to 99%, 2 points for 100% to 199%, and 3 points for 200% or more. Chicago scores consistently at the 2 point level. 

· HMIS: 5 points. Chicago “lost” 1.25 points. Points in this category were based on the continuum’s demonstration of progress in the planning, implementation and operation of an HMIS system covering at a minimum all street outreach, emergency shelters and transitional housing programs so that a reliable, unduplicated count of homeless persons on the street and in shelters may be conducted.

· Duplication, missing values, bed coverage. Chicago’s weaknesses related to HMIS participation include duplicated clients, missing values (i.e., records missing a client name, a date of birth, or other piece of data), and bed coverage. Further, there is a possibility that HUD will increase the point value of HMIS for the 2008 competition—meaning that weaknesses in this area would bring Chicago’s score down even more.
· Housing and Service Needs: 7 points. Chicago “lost” 1 point. Points were based on the extent to which the continuum addresses all the components of a continuum of care system (outreach, transitional housing, permanent housing, emergency shelter, permanent supportive housing and prevention) and serves all types of the population. 

Included in Appendix B is a chart which shows some comparative data for Chicago and a number of other continuums in 2007. The other continuums include: Columbus, Ohio; Atlanta, Georgia; Washington County, Minnesota; Los Angeles, California; the state of Montana; Nassau County, New York; and Suffolk County, New York.
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Additional Data for Consideration

Chart 1: SHP Projects Funded in 2007

Detailed one-year view of how HUD funds are being used within Chicago’s homeless service system.
	Chart 1: SHP Projects Funded in 2007

	
	Leasing
	Services
	Operations
	HMIS
	Admin
	Total

	Stand Alone Supportive Services Only
	$283,078
	$4,019,452
	$0
	$40,139
	$215,135
	$4,557,804

	TH (Interim Housing Model)
	$445,448
	$2,197,545
	$1,351,606
	$0
	$195,037
	$4,189,636

	TH (PH with Short Term Support)
	$3,240,726
	$1,761,392
	$1,133,104
	$0
	$294,550
	$6,429,772

	TH (2nd Stage)


	$0
	$382,157
	$329,790
	$0
	$32,136
	$744,083

	PSH Scattered Site


	$4,421,438
	$2,090,338
	$372,908
	$15,000
	$344,165
	$7,243,849

	PSH Project Based


	$4,576,371
	$4,048,682
	$2,209,301
	$0
	$327,889
	$11,162,243

	PH Youth, Project Based


	$183,428
	$464,028
	$311,037
	$0
	$47,922
	$1,006,415


Chart 2: HUD Funding as a Percentage of Programs’ Total Budgets

Approximates the percentage of support provided by HUD for different kinds of units, by dividing the HUD grant amount for each kind of program by the total cost (HUD grant plus leveraging). 

	Chart 2: HUD Funding as % of Programs’ Total Budgets

	2007
	Leveraging
	HUD Grant Amount
	% of Each Unit Funded by HUD

	SSO
	$8,711,723
	$4,557,804
	34.4%

	TH-Interim Housing Model
	$4,706,082
	$4,189,636
	47.1%

	TH-PH w/Short Term Support
	$6,107,198
	$6,429,772
	51.3%

	TH-Second Stage
	$331,852
	$744,083
	69.2%

	PSH-Scattered Site
	$9,222,191
	$7,243,849
	44.0%

	PSH-Project Based
	$14,268,598
	$11,162,243
	43.9%

	PH-Youth, Project Based
	$1,878,484
	$1,006,415
	34.9%
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Chart 3: 2007 Data for Chicago Compared to Other Continuums

Provides key data for Chicago and for seven other continuums: Columbus, Ohio; Atlanta, Georgia; Washington County, Minnesota; Los Angeles, California; the state of Montana; Nassau County, New York; and Suffolk County, New York. All data is from 2007, with the exception of Los Angeles, which fell below the funding line in 2006 and has not yet released 2007 data.

	2007 Data for Chicago Compared to Other Continuums

	 
	Chicago IL
	Columbus OH
	Atlanta GA
	Washington County MN
	Los Angeles, CA (2006)
	State of Montana
	Nassau County NY
	Suffolk County NY

	Grant amount
	$47,949,838 
	$7,512,775 
	$9,035,824 
	$182,976 
	$66,868,158 
	$2,114,215 
	$6,508,803 
	$3,748,492 

	Leveraging amount
	$61,431,791 
	$14,721,816 
	$19,878,498 
	$118,665 
	$124,358,412 
	$6,294,303 
	$17,612,681 
	$7,378,459 

	Leveraging % (leveraging amount / grant amount)
	128.1%
	196.0%
	220.0%
	64.9%
	186.0%
	297.7%
	270.6%
	196.8%

	% of people exiting program into PH
	62.2%
	67.7%
	79.0%
	All progs. PH
	43.7%
	64.0%
	53.0%
	All progs. PH

	% of clients who remained housed for more than 6 mos. in PH
	84.1%
	87.9%
	70.0%
	82.0%
	82.2%
	85.0%
	79.3%
	88.6%

	% of clients who receive employment income
	17.7%
	21.0%
	39.4%
	1.0%
	17.0%
	41.0%
	28.3%
	22.8%

	% of clients who left with no financial resources
	33.0%
	21.0%
	24.0%
	0.0%
	26.4%
	14.8%
	34.8%
	2.7%

	Number of client records entered into HMIS
	10086
	34426
	41931
	345
	N/A
	356
	1189
	1189

	Number of unduplicated clients entered
	8209
	9744
	41931
	326
	N/A
	346
	1046
	1046

	Missing Values in HMIS Results

	No Name
	59.9%
	0.0%
	0.0%
	0.0%
	N/A
	0.0%
	0.0%
	0.0%

	No Date of Birth/DOB
	8.0%
	0.0%
	0.0%
	4.8%
	N/A
	0.0%
	0.0%
	0.0%

	No Veteran Status
	55.5%
	0.0%
	0.0%
	16.7%
	N/A
	0.0%
	0.0%
	0.0%

	No Disabling Condition
	39.8%
	1.0%
	0.0%
	22.2%
	N/A
	0.0%
	0.0%
	0.0%

	No Residence Prior to Program Entry
	26.9%
	0.0%
	0.2%
	16.7%
	N/A
	0.0%
	0.0%
	0.0%

	No Zip Code
	5.5%
	0.0%
	0.2%
	22.2%
	N/A
	0.0%
	0.0%
	0.0%
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