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I am Jim Morgo, President of the Long Island Housing Partnership, a not-for-profit public/private affordable housing development organization.  The Housing Partnership welcomes the opportunity to testify before the Millennial Housing Commission.


The Long Island Housing Partnership was the nation’s first not-for-profit, public/private housing development company based solely in the suburbs.  It is a consortium of Long Island-based business, religious, civic, professional, and labor organizations.  The Housing Partnership builds affordable homes for sale to low-and moderate-income Long Islanders, administers down payment assistance programs, rents affordable units to low-income Long Islanders, arranges financing for socially-worthy housing developments, offers technical assistance to community housing groups, administers Community Development Programs, and provides free mortgage counseling to first-time buyers.


The Long Island Housing Partnership is a private-sector initiative that invests private and public funds and offers expertise to create housing, which, in turn, spurs economic development and neighborhood revitalization.


The Housing Partnership’s major impact is creating affordable homeownership opportunities in a high cost, greying suburban region of nearly 3 million residents.  Affordable home ownership is critical for Long Island for both its economic and social well being.  Its business community cites the lack of affordable housing as the major barrier to the region’s continued prosperity.  The lack of owner occupied homes in Long Island’s many pockets of poverty contributes to the deterioration and blight of these communities.


The balkanized political structure of suburban Long Island makes developing affordable homes difficult.  There are more than 66 municipalities on the Island.  Each has its own unique municipal approval process.  There exists no coordinated regional approach to the creation of affordable housing.  There is no one community development, planning or housing office with which a not-for-profit developer can partner.


My general recommendation to the Commission is to consider the suburbs when making its legislative and regulatory recommendations.  The nation’s old and new suburbs have housing and planning concerns.  Federal housing programs have been geared to urban and rural regions with the suburbs overlooked or ignored.  A suburban perspective is needed.


Whether the homes exist in suburban, rural or urban areas, homeownership is good for lower-income Americans and their neighborhoods.  Homeownership brings lower income families self-esteem and pride.  It also brings them equity.  Homeownership is the cornerstone of wealth.  The median wealth for renters making less than $20,000 is $1,000 – for owners making less than $20,000, the median wealth is $70,000. This disparity between the net worth of owners and renters exists across demographic lines.  For people over 65 the median net wealth of homeowners is $170,000, for renters $6,000.  For families with incomes under $50,000, owners $105,000, renters $8,000; for African Americans owners $70,000, renters $1,700.  All minorities owners $84,000, renters $600.00.  But what do these figures mean?  May mean that elderly homeowners will be more likely to cope with health costs; younger families can get home equity loans for college education for their kids.  They frequently are not only the first in their family histories to own a home but also the first to send their kids to college.


Although not as well known as the Long Island Housing Partnership’s affordable developments, the Housing Partnership’s pre-purchase counseling has helped more than 2000 families on Long Island achieve affordable homeownership and affordable home mortgages.  Pre-purchase counseling is an effective barrier to predatory lenders who exploit the understandable desire of low-income families to become homeowners.     


Counseling has played a critical role in expanding access to homeownership opportunities for low-and moderate-income families across the nation.  It is a vital tool to ensure that new homeowners succeed.  Pre-purchase counseling helps families learn about affordable mortgage and downpayment assistance programs, deal with credit issues, learn about the homebuying process.  It also helps new buyers understand the multi-faceted responsibilities of homeownership and avoid future problems, significantly reducing the danger of foreclosure.


A study published in May by FreddieMac (A Little Knowledge is a Good Thing: Empirical Evidence of the Effectiveness of Pre-Purchase Homeownership Counseling) concludes that homebuyers who receive face-to-face pre-purchase counseling are 34% less likely to experience delinquency than are buyers who receive no counseling.  Educated buyers are far less likely to fall prey to predatory lending practices that are undermining many of our nation’s neighborhoods.


Post-purchase counseling is particularly important during the first few years of homeownership.  It is during this time period that risk of delinquency, default and foreclosure is highest.  Post-purchase information and support helps new homeowners make informed choices about maintaining and repairing their homes, and avoiding financial difficulty.  Should they encounter problems-and lower income homebuyers are among the most likely to be affected in an economic downturn - counseling is essential.


Over the past five years, funding for the HUD Housing Counseling Program has fluctuated nationally between $15 and $20 million.  Through its program, HUD funds some 300 local housing counseling agencies and national and regional intermediaries (six in 1995, 12 in 2001) who do their counseling through 300 local affiliates.  (The Long Island Housing Partnership receives HUD funding through the Housing Partnership Network)  Thus, funding has largely been static during a time of significant attention to creating new homeownership opportunities.  


The Long Island Housing Partnership would not be able to maintain its pre-purchase counseling program (nor its foreclosure-prevention counseling) if it had to rely on HUD funding.  The New York Mortgage Coalition, a private sector consortium of 11 member banks, funds a far larger percentage of the program than HUD.  Of the total mortgage counseling sources, 8% comes from HUD, the rest from private sources. Additional funding for counseling from FreddieMac in partnership with Wells Fargo Mortgage has also recently been secured.


The Housing Partnership is not meeting the need for counseling on Long Island.  Families often have long waits before they can see one of our counselors.  These waits leave them vulnerable to the snares of predatory lenders.  HUD should increase its national allocation for counseling to at least $50 million to encourage a homeownership counseling system that on a community level approaches meeting the demand for services.


HUD Secretary Martinez has recommended at $200 million set aside in HOME funds for down payment assistance.  The Long Island Housing Partnership currently administers down payment assistance and closing costs assistance programs.  These are effective because in a high cost rental region like Long Island, a family’s mortgage payment – its principal, interest, taxes and insurance – is often little more than what the family would be paying for rent.  Down payments and closing costs are often the only barriers to home ownership.  But for the reasons previously given, a percentage of any down payment assistance allocation should be mandated to be used for pre-purchase counseling.


President Bush has proposed an expansion of the federal low-income housing tax credit program to allow its use for homeownership.  Currently tax credits can only be used for rentals.  The President’s proposal is to create a tax credit program, modeled on the Low-Income Housing Tax Credit, designed to encourage the new construction and substantial rehabilitation of homes for sale to low-and moderate-income families in economically distressed areas.  The credit would be available to developers through a competitive allocation program administered by state agencies.  The credit would bridge the gap that exists in lower-income neighborhoods between the cost of development and the market value of single-family homes.  


  The “Renewing the Dream” tax credit program is designed “to encourage the renewal of distressed communities and increase homeownership opportunities for low and moderate-income families.”  The program would provide investors with a credit of up to 50% of project costs for eligible home rehabilitation or construction.  Eligible areas would include census tracts at or below 80% of area median income, and Native American trust lands.  Eligible home purchasers would include families with income at or below 80% of area median (70% for families with less than 3 members).  The program would provide $1.7 billion of tax credits over five years.


The “homeowners tax credit program” would be welcomed, but with cost of land, labor and material on Long Island, even in low-income neighborhoods, often households at 80% of median will not be able to qualify for homes with a tax credit allocation.  The Housing Partnership suggests a 100% of household median income maximum.


Also the tax credit program needs to be simplified.  There are too many lawyers, accountants, syndicators, asset managers and overseers who have little to do with developing and building homes involved.

No matter the program the federal government should recognize the difficulty in producing affordable homes in high cost regions like Long Island. 

 The regional capping of incomes eligible for participation in HUD programs is unfair and unsound.  HUD calculates the low-moderate income guidelines on an annual basis, and they are supposed to be equal to eighty percent (80%) of an area’s median income.  However, a policy has been set (which is not reflected in any congressional legislation) that whenever eighty percent of an area’s median income exceeds one hundred percent of the national median, the national median income figure will be used instead of the correct number.


Since 1998, the Long Island region has had the regional cap removed.  The Quality Housing and Work Responsibility Act of 1998 (Title V of Public Law 105-276) enacted a provision that directed the Department to grant exceptions to at least 10 jurisdictions that are currently “capped” under HUD’s low-and moderate-income limits.  Under this exception, a total of 69 CDBG entitlement grantees may use “uncapped” income limits, which reflect 80 percent of the actual median income for the area.  (Long Island is one of the “uncapped” jurisdictions.)  Now for Long Islanders, 80% means the true arithmetical 80% of regional median incomes.  Long Island, and other suburban regions, should not be capped.  You can earn a lot more money on Long Island and in other high cost suburban regions that in urban and rural areas and still be poor.  When caps are imposed on a suburban region, many low-income families who need help are denied help.


The redevelopment of blighted suburban downtown’s could provide needed affordable homeownership and could provide an antidote to suburban sprawl.  Redeveloping downtowns and distressed strip malls into housing and other uses makes a great deal of sense, but it is very difficult in the suburbs.  Urban renewal programs often do not apply because the demographic and census tract data in the suburbs do not easily fit into urban renewal criteria.  A flexible, innovative approach for the federal government to suburban renewal is needed.  

Not-for-profits like the Housing Partnership could manage and coordinate the redevelopment to assure that grant conditions are met, to coordinate developer – builder relations, to oversee buyer and renter selection processes and, perhaps most importantly, to engage the community so that the redevelopment has popular support.  To assure community acceptance and support for each redevelopment effort, an essential prerequisite should be a collaborative planning effort.  This process has to be much more participatory than a few obligatory public hearings.  The process must involve all primary stakeholders as well as the affected general public.  Qualified not-for-profits can provide the overall coordination for redevelopments, but funding must be available to sustain their operation throughout the planning to completion time span.


Redevelopments from planning to completion necessarily take significant time, especially in the suburbs.  Not-for-profit developers need operating funds during these redevelopment time stretches.  When properties are sold to homeowners, not-for-profits receive revenues for the sales.  There should be a program (either direct operating fund grants to non-profit housing groups and/or a program to encourage private investment capital for non profit operating capital costs) to provide operating funds while non profit housing developers are coordinating suburban redevelopments.


Creating affordable homeownership and redeveloping communities are not easy tasks anywhere.  In high cost suburban regions that lack a regional approach to affordable housing they are especially difficult.  Regional, experienced not-for-profits can perform these vital tasks, but they require financial operating support during the long planning and development periods.


Thank you for this opportunity to testify.  I hope I have provided a suburban perspective to efforts to increase the availability of affordable homes.
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