
C alifornia voters will be asked Nov. 5 to decide
whether to authorize $2.1 billion in bonds for
a variety of housing that includes emergency

shelters for battered women, affordable housing for
seniors and low-income families, and homeless shel-
ters with social services. Proposition 46, the
Emergency Shelter Trust Fund Act of 2002, would
preserve as many as 22,000 affordable rental units
and allow more than 78,000 families to purchase
homes. It is a general obligation bond that will be
paid through the state general fund and will not
require a new tax.

The proposition has many supporters, including
the California Apartment Association, the
California Building Industry Association, Fannie
Mae, the Bay Area Partnership, the League of
California Cities, the California Redevelopment
Association, the California State Association of
Counties and more than 45 housing organizations
and not-for-profit housing developers such as
Mercy Housing of California and the National
Housing Development Corp.

Yes on 46, a broad coalition of business,
women’s, seniors’ and housing organizations, labor
unions, law enforcement groups and local govern-
ment entities, expects the funds to create 276,002
full-time jobs and $9.38 billion in wages, in addition
to the 22,000 permanently affordable housing units
it would fund. The $2.1 billion also will serve as a
catalyst for an additional $13 billion in private
investment and federal funds. 

The Growing Housing Crisis
California’s growing housing crisis threatens the

very foundation of its economy. In a state where
more than 360,000 people are homeless and hous-
ing is notoriously unaffordable, one-third of all

renters spend more than 50
percent of their income for
housing. The latter percent-
age swells to one-half of low-
income renters and three-
fourths of very low-income
renters. For many residents,

that leaves little income for life’s other basic needs.
Additionally, an analysis by the state attorney

general’s office points to a historic lack of pre-
dictability of funds the state has provided for low-
to moderate-income households and seniors, and
the homeless. In 1988 and 1990, voters approved a
total of $600 million in general obligation bonds to
fund state housing programs, but these funds have
been spent. Since that time, the analysis found that
the state has spent less than $20 million annually in
general fund revenues on state housing programs.
On a one-time basis, however, the state recently
provided more than $350 million in general fund
revenues for these uses.

The growing housing crisis is further exacerbat-
ed by expiring subsidies on low-income housing.
Subsidies for more than 15,000 units will expire in
California during the next two years, providing the
units’ owners the option of returning their proper-
ties to market-rate rents. 

The challenge for state and federal lawmakers,
state housing agencies, local housing authorities,
and owners and investors is to find ways to imple-
ment strategies to preserve affordable housing.
The challenge for all Californians is to support
efforts to replace the nearly 20,000 federally funded
affordable housing units in California that have
already been lost through expiring subsidies.

Where the Money Would Be Spent
Major allocations of the measure’s $2.1 billion

would be given to 21 housing programs.
• $910 million is earmarked for multifamily hous-

ing such as rental housing for low-income seniors,
rental housing for low-income persons with disabili-
ties, rental housing for families with children, stu-
dent housing and supportive services (job training,
health services, child-care).

• $495 million is slated for homeownership pro-
grams including sweat equity housing, down pay-
ment assistance for low- and moderate-income fami-
lies and grants to making housing accessible to
persons with disabilities.

• $390 million would be made available for emer-
gency shelters and permanent housing with support
services for homeless seniors, battered women,
mentally ill people and veterans.

• $200 million would be set aside for farmwork-
er housing (both rental and ownership).

• $100 million is tagged for incentives to local
governments to approve housing developments.

• $5 million would be provided for the Housing
Rehabilitation Loan Fund for local code enforce-
ment to revitalize neighborhoods.

Cost Analysis
The cost of Proposition 46 bonds depends on the

interest rates and the time period over which they
are repaid. According to the attorney general’s
analysis, if the bonds were sold at an average inter-
est rate of 6.25 percent (the current rate for this type
of bond) and repaid over 30 years, the cost would be
about $4.7 billion to pay off the $2.1 billion principal
and the $2.6 billion in interest. The average payment
would be about $157 million per year, which would
be paid through existing funds in the state general
fund and will not require a new tax.

Supporters suggest that Proposition 46 will be
an economic boon for the state, jump-starting a sag-
ging economy. With the infusion of Proposition 46
dollars earmarked for the construction of afford-
able housing, the state will attract private invest-
ment and be eligible for matching federal grants. In
fact, economists estimate that Proposition 46 will
generate at least $13 billion in private and federal
funds.

An Uphill Battle
The need for more affordable housing may be

evident to voters, but the state’s latest budget crisis
and recent tax increases color their view and post a
threat to the initiative’s chance of passage.

Some observers predict a record low voter
turnout as a result of the state’s lackluster guberna-
torial race, which could attract “naysayers” who are
voting not because they favor Bill Simon or incum-
bent Gray Davis but because they dislike his oppo-
nent. If this is the case, according to Steve Kinney,
a partner with Public Opinion Strategies, a national
political and public affairs research firm, most ini-
tiatives will be voted down.

“Especially on initiatives that have money
attached to them, they will vote ‘no,’” Kinney said.

Any voter rejection of Proposition 46 most likely
will be the result of voter fiscal concern. It will be
the money — and not the acute need for affordable
housing — that will be the issue. But, to use the
words of California State Treasurer Phil Angelides,
who spoke to the participants of a recent affordable
housing conference in San Francisco, given current
low interest rates, “Today is the best time to make
prudent investments in our future.”
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$2.1 billion housing bond measure will shore up dwindling affordable housing stock
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