

MEMORANDUM

Date:
June 28, 2001

To:
Conrad Eagan

Millennial Housing Commission

From:
Andy McMahon

Council of State Community Development Agencies

Re:
Recommendations to the Millennial Housing Commission

Thank you for the opportunity to discuss our ideas and recommendations on a wide range of federal housing programs and issues.  Rather than provide a detailed response to each question posed in your survey, we have instead focused on our core programs and on issues we are most knowledgeable about.  Overall, COSCDA firmly believes that states play a critical role in the delivery housing programs.  Over time, states have developed a proven track record of effectively and efficiently administering federal programs and financing affordable housing.  Therefore, we strongly support greater state involvement in the administration of housing programs, including any new housing production program and the McKinney-Vento Programs.  Outlined below are recommendations on the core programs administered by COSCDA members:

HOME Investments Partnership Program:

The HOME Investment Partnership Program (HOME) provides a model on how best to administer and finance affordable housing.  HOME gives state and local government the flexibility needed to provide a variety of forms of housing assistance, tailored to the unique needs of individual communities.  HOME is flexible enough to provide critical gap financing for a number of large projects but is also a major source of funding in a number of other smaller projects.  

HOME is extremely cost effective and does a wonderful job of leveraging other public and private resources.  According to the most recent HUD data, nearly four dollars is leveraged for every one-dollar of HOME funds in a project.  Since 1992, HOME has been successful in developing or rehabilitating close to 600,00 units of affordable housing.  

The same data indicates that a majority of HOME units are occupied by very low-income people (less than 50% of median income), and a substantial portion are occupied by extremely low-income people (less than 30% of median income).  HOME has a proven track record of fairly deep targeting and efficient and effective administration.  COSCDA strongly urges the Commission to recommend a funding level of $2.25 billion.

Given this solid record, COSCDA urges the Commission to oppose any efforts to create set-asides within HOME, specifically the Bush administrations’ current homeownership proposal.  The administration’s proposals add NO new money and the homeownership activities proposed in the plan are already eligible uses of HOME funds.  Lastly, while we feel strongly that HOME is a very successful program, COSCDA recommends two minor modifications to streamline the program and make it more effective and efficient.

· Allow essentially equivalent state and local environmental reviews to substitute for the review requirements of EPA.  

· Simplify the HOME income requirements and make them compatible with Low Income Housing Tax Credits.  Given that many projects include both resources, this will greatly simplify reporting requirements.

Low Income Housing Tax Credit and Mortgage Revenue Bonds:

As the Commission is well aware, the caps on Low Income Housing Tax Credit and Mortgage Revenue Bonds were increased last year.  COSCDA is very appreciative of the increases and believes the housing tax credit provides an invaluable resource for affordable housing.  Recent proposals to raise income limits for this program so as to expand investment opportunities should be considered by the Commission.  However, any consideration of changes to current targeting should focus on providing fairer treatment of rural areas and other “hard to serve” areas where the financial viability of projects is dependent on expanded targeting.

On the Mortgage Revenue Bond side, COSCDA strongly urges the Commission to recommend a repeal of the 10-Year Rule currently in effect.  Eliminating the 10-Year Rule would provide states with the ability to finance additional homeownership opportunities and enhance the impact of the recent cap increases.

New Housing Production Program:

COSCDA and its members support the creation of a new affordable housing production program.  Consistent with the position of the National Governor’s Association, COSCDA believes a new program should be administered by states.  Additionally, as part of any new legislation to produce more affordable housing, COSCDA believes the following principles should be included:

Objective:   To expand the supply of affordable rental housing for very-low and extremely low-income families. 
Source of funds:   A new federal appropriation of at least $2 Billion annually. 
Administration of funds:   HUD would allocate funds directly to states with appropriate HUD oversight and limited regulation.  The Governor of each state would assign responsibility to administer the program to the appropriate agency.  The state would develop an affordable housing production plan consistent with the state’s Consolidated Plan and would be developed with public input.

State allocation formula: Funds would be allocated to states based either on the HOME Program formula, or a similar formula based on the percent of population that is low/extremely low income.

Income targeting:  Funds would be targeted in significant part to extremely low-income families.  Funds should not be used to assist families or individuals above 50% of median income, with some flexibility given for increasing the limits in “hard to serve” areas.  Additionally, the program should encourage mix-income developments.

Coordination with existing program: Funds would be compatible for use in combination with other successful housing programs including the Low Income Housing Tax Credit, the HOME program, and the CDBG program.

Eligible activities: To meet a wide-range of housing housings needs and markets, eligible activities would include new construction, substantial rehabilitation, and preservation of existing affordable housing.

Tenant income devoted to rent:  Rents would be established at levels so residents would pay approximately 30% of income towards rent.

Matching funds: Any match would not be greater than the 25% match currently required under the HOME program.  Any match would also be flexible, and include a broad array of qualified cash and non-cash contributions, (including state and federal Housing Credits, HOME, and CDBG funds.

McKinney-Vento Homeless Assistance Programs:

The McKinney-Vento Homeless Assistance Programs provide vital services to the most vulnerable in our population. To more adequately address the problem, we need additional federal resources and increased capacity at the state and  local levels.  COSCDA strongly believes these programs should be block granted to the state and local level.  Block granting these programs has many benefits, including: 1.) Block granting would allow for local decision making and ensure that McKinney-Vento funds are tailored to meet the unique needs of communities. 2.) Block granting provides for consistency of resources and therefore more strategic and comprehensive planning, and 3.) Block granting would drastically reduce the time between the allocation of resources and the time the funds are actively sustaining and developing projects and services.
As part of a block grant, COSCDA believes that the following principles should be considered:

Local Planning: McKinney-Vento should provide for extensive local planning and priority setting.  The inclusion of state and local governments, homeless service providers, faith-based groups, and advocates in the decision making process allows the program to be tailored to local needs.  Additionally, a local planning process facilitates the development of a comprehensive plan to address homelessness and allows for collaboration among partners. 

Local Flexibility: As part of the local planning process, HUD should provide maximum flexibility to state and local government and their partners in assessing which projects and programs will most effectively assist homeless people in moving out of homelessness and into stable housing. 
Access to Mainstream Programs and Services: The McKinney-Vento Programs were originally intended to provide emergency assistance, and as such are not equipped to provide all the housing and services necessary to end homelessness.  Greater access to social services, including services provided under the Department of Health and Human Services should be a high priority.  Additionally, the development of affordable housing for low-income people should primarily be the responsibility of HUD’s core housing programs.
Coordination of Services: In order to comprehensively address the problem, there must be coordination among a wide-range of programs and services related to homelessness including prison systems, mental health systems, and substance abuse programs. 

Steady Funding Stream for Permanent Housing: Renewals of permanent housing projects should be funded out of the Housing Certificate Fund.  Renewing these contracts out of the Housing Certificate Fund will provide the same stable source of ongoing housing funding for formerly homeless people.

Focus on Results: The program should be designed to achieve an overarching goal – assuring that all homeless people are able to enter stable housing as expeditiously as possible.  All partners in the process, including state and local government, service providers and advocates should be held accountable for financing and operating programs that assist people in quickly progressing out of homelessness.

Eligible Uses: The McKinney-Vento Programs should allow for a wide range of activities to be included as eligible uses.  Included as eligible uses should be: outreach, homelessness prevention, emergency shelter, transitional shelter, supportive services, supportive housing, and permanent housing.  Within each of these activities, flexibility should be given allowing local needs to dictate the appropriate strategy for addressing the problem.
Leveraging Requirements: The inclusion of leveraged funds are important and should be used to promote the maximum possible investment, but any requirement should not provide strong disincentives or make projects too difficult to finance and complete.  

Community Development Block Grant Program – State and Small Cities:

The Community Development Block Grant Program (CDBG) has been used to successfully meet the unique needs of cities and towns since 1974.  The State and Small Cities program, authorized in 1981, allowed for special attention to be paid to places and people that might otherwise fall through the cracks. 

Nationally, it is estimated that, over the life of the program, approximately 20% of  State and Small Cities CDBG funds have been spent on housing related activities.  What this figure does not and cannot reflect is the indirect benefits that have resulted from the billions of CDBG dollars invested in infrastructure, economic development activities, and services.  These physical and social improvements in turn allow for healthier communities from which better housing may stem.

COSCDA believes that the success of the state and small cities program centers on its ability to address locally identified significant needs in significant ways.  Specifically, where housing availability or affordability is an issue, CDBG can be used in conjunction with other programs such as HOME, USDA’s Rural Housing Programs and tax credits to address the need.   Countless practitioners and private sector investors speak of projects that could never get off the ground if not for the flexible seed money provided by CDBG.  Given the overwhelming importance of the valuable source of funds, COSCDA strongly urges the Commission to support increased appropriations for CDBG.

Rural Housing

The Department of Agriculture offers a myriad of grant and loan programs targeting rural America.  The Rural Housing Service successfully runs nine programs focused on single family housing and five focusing on multi-family housing.  

Ultimately, better coordination of rural housing programs is in order.  While housing programs are currently funded through both USDA and HUD, staff in the two agencies rarely interact or coordinate efforts.  States recognize that despite the vast number of programs, the need still far outweighs the available resources.  Regardless of any consolidation of programs that may be possible, we urge the commission to recognize the unmet housing needs of rural America and fund such efforts at a level commensurate to the need.

Conclusion  

While we have limited our comments to those programs we are most knowledgeable, COSCDA recognizes that there is a wide-array of other housing programs that serve millions of Americans.  To effectively address the growing housing needs in America, more federal resources must be matched with state and local resources and capacity to effectively provide housing opportunities for low-income Americans.  In considering how best to design and implement all of these federal housing programs, we urge the Commission to keep in mind two important  principles: 1.) Provide the greatest possible degree of flexibility to state and local governments to meet the unique needs of their communities.  Excessively prescriptive federal rules and regulations hinder efforts to develop affordable housing in a timely and efficient manner, and 2.) With so many different funding sources required for most projects, it is vitally important that program requirements be as uniform as possible to ease the administrative and cost burden of affordable housing projects.
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