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Los Angeles received an improved outlook from Fitch Ratings ahead of plans to
issue bonds to build housing for people living on the streets.
Fitch revised its outlook on the city's debt to stable from negative ahead of the
$276.7 million competitive deal slated for Wednesday that pays for housing and
refunds existing debt.
The bonds received AAA, AA-plus, Aa2 and AA ratings from Fitch, Kroll Bond
Rating Agency, Moody’s Investors Service and S&P Global Ratings, respectively.

Los Angeles Mayor Eric Garcetti spoke at a recent groundbreaking for housing being constructed using funding from
Proposition HHH. Los Angeles mayor's office

Fitch affirmed Los Angeles' AA issuer default rating; Fitch bases the AAA rating
on the bonds on the application of California's statutory lien to voter-approved
local general obligation bonds.
The housing crisis and homelessness have been at center stage in California
politics and policy in recent years. The state and many big cities and counties
have approved and sold billions of dollars of bonds to fund housing.
And yet, it's hard to see an improvement in the number of people living on the
street in California and in Los Angeles.
The new city bonds are issued under Proposition HHH, a $1.2 billion
authorization by city voters in 2016 to fund supportive housing.
“The only way to move the needle is to increase the number of permanent
supportive housing units,” said Ha To, the city's debt manager. “The completion
of the Prop. HHH units currently in development and the on-going support for
affordable housing financing will do that. Although the city has created thousands
of interim homeless interventions, only permanent housing units will help the city
solve the homeless challenge.”
To date, the city of Los Angeles has completed 42 affordable and supportive
housing projects with over 2,700 units in operation, 16 of which are HHH projects
with more than 1,000 units. There are an additional 60 projects with more than
3,800 units currently under construction, according to the mayor's office.
Omnicap Group is financial advisor on the deal; Kutak Rock is bond counsel and
Hawkins Delafield & Wood LLP is disclosure counsel.
The city self-designated the $211.9 million Series 2021-A taxable general
obligation bonds to support housing projects as “social projects,” based on the
social benefits of addressing homelessness in the city, according to an online
road show. The city also plans to sell $65.7 million 2021-B of tax-exempt GO
refunding bonds.
The city felt comfortable self-designating the bonds, because the Series 2021-A
is the third issuance of bonds for Proposition HHH and the permanent supportive
housing projects that will be financed align with the International Capital
Association’s definition of eligible social projects based on the social benefits of
addressing homelessness within the city, To said.
The city already reports on Proposition HHH expenditures, project status, and
population served on a quarterly basis, as required by the Proposition HHH ballot
initiative and ordinance establishing the Proposition HHH Citizens Oversight

Committee and Prop HHH Administrative Oversight Committee, and will continue
to do so going forward, To said.
Los Angeles Mayor Eric Garcetti held a groundbreaking for Vanowen Apartments
in North Hollywood on Oct. 14.
“Through Proposition HHH, we have created thousands of new supportive
housing units, exceeding our goal of 1,000 per year by 50%,” Garcetti said. “With
every new groundbreaking and ribbon cutting, we welcome home Angelenos who
have been living on the streets for far too long and set them on a path to a better
future.”
The project received $4.9 million in funding from Proposition HHH, along with
funding from Citibank, 4% Low Income Housing Tax Credits, and Federal Home
Bank. The project will receive Section 8 project-based vouchers from Brilliant
Corners.
The city first tapped Proposition HHH in 2017 when it issued $86.3 million in
bonds, and then later sold $276.2 million in 2018.
Eighty percent of the proceeds of GOs issued under Proposition HHH must be
used for permanent supportive housing and the remainder can be used to fund
affordable housing without services.
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