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Background











Public and private sector participants, including housing authorities, developers, syndicators, and lenders established the Council for HOPE VI and Mixed Finance (“Council”) in June 2000 to help ensure the success of current and future HOPE VI and mixed finance projects.  The Council’s primary focus has been to extend Congressional appropriations for the HOPE VI program beyond the September 2002 sunset date and to recommend improvements for the operation and regulatory oversight of the program. 


The Council’s membership includes over 40 public and private sector organizations involved in the financing, production, and provision of affordable housing.  The experience and dedication of the members, all active participants in HOPE VI and mixed finance projects,  forms the basis for our suggestions for the continuation and improvement of the HOPE VI program.  Accordingly, it is with great interest and enthusiasm that we present this paper to the Millennial Housing Commission.  


In its short history, the HOPE VI program has already proved to be very valuable for many reasons—it is both a preservation and a production program.  It is different from any other housing program in our nation’s history because it focuses not only on transforming the physical structures of public housing, but also transforming the lives and futures of residents.


In addition to demonstrating the many successes of the HOPE VI program, we wish to present recommendations for the following broad programmatic areas:


1.  Coordination with other national housing programs and related agencies


2.  Leveraging and resident income targeting


3.  Homeownership opportunities


4.  Resident relocation 


Lastly, we will briefly explain in an attachment five technical adjustments that we hope will earn the support of the MHC.  The Council expects to become a leader and an advocate for instituting the agency and legislative changes necessary for these technical improvements.

Keep HOPE Alive:  The Many Successes of the HOPE VI Program


Since its inception in 1993, the HOPE VI program has effectively facilitated partnerships between the public and private sector to serve the nation’s widely divergent low income populations and housing needs.  The demonstrated achievements in the following areas are a testament to the program’s flexibility and adaptability: 

Nationwide Implementation:  Through fiscal year 2000, a total of over $4.05 billion of HOPE VI funds have been awarded as 148 revitalization grants to 90 cities in 34 states, the District of Columbia, Puerto Rico and the Virgin Islands.

Leveraged Resources: As a result of the program’s public-private partnership fundamental core, HOPE VI transformed HUD’s $4.05 billion investment into nearly $7.5 billion in public housing and community revitalization.  In 2000, HUD estimates that each HOPE VI dollar will yield $3.25 in private investment.

Resident Self-Sufficiency:  The guiding mission of HOPE VI is the transformation of people’s lives—moving public housing residents from dependency to self-sufficiency.  The infrastucture of supportive services encouraged by HOPE VI has delivered dramatic results.  As of 2000, HUD estimates that 3,447 residents have left welfare; 6,584 have found employment; and over 2,500 residents have completed job training.  

Communities Served:  Along with revitalized housing, many HOPE VI sites also construct new community centers to house and more closely coordinate the many supportive services integral to the program.  New centers that include childcare, afterschool programs, computer labs, and healthcare are common at HOPE VI sites.  Many of these centers serve neighborhood populations beyond just the residents of the specific development.

Design Revitalized:  The HOPE VI design aesthetic draws on the principals of New Urbanism to create residential environments that are sensitive to the needs of the residents and the architectural character of the neighborhood, while promoting sustainable, pedestrian-friendly developments that are safe and accessible.  HOPE VI neighborhoods in Baltimore and Washington, DC,  for example, have received Honor Awards for Urban Design from the American Institute of Architects.

Local Successes:  As more mixed-finance HOPE VI developments are successfully completed, housing authorities, mayors, and city leaders around the country are increasingly recognizing the potential of HOPE VI as an engine of community revitalization and economic growth which can benefit the entire city.  Successful transformations in Atlanta, Baltimore, Louisville and Seattle have inspired other local communities to launch the revitalization process.

HOPE VI has been so influential in changing the lives of Americans that it was honored in 2000 with an “Innovations in American Government” award from the Kennedy School of Government at Harvard University.  The award recognizes HOPE VI as an outstanding example of creative problem-solving in the public sector.

Coordination With Related Agencies and Other National Housing Programs


Central to HOPE VI is that it brings to bear resources from various agencies and programs on the housing crisis in our neighborhoods and communities.  While the opportunity is there, greater coordination is required to maximize the impact of these resources and programs.


Access to education, employment, and transportation is critical to HOPE VI’s vision to transform the lives of individuals and families.  While some HOPE VI initiatives in cities throughout the country have been able to integrate one or more programs related to education, job-training, and transportation, the need for even greater cooperation among agencies is essential.  Coordination at both the national and local levels will open the doors to a more comprehensive approach to the revitalization of America’s communities.


Similarly, other housing programs, including HOME, CDBG and Section 8, must be more readily integrated with HOPE VI financing efforts.  All of these programs were designed to serve the urgent immediate needs of similar populations.  Although comprehensive redevelopment initiatives often require multiple sources of financing to make them viable, the requirements and idiosyncracies of each program sometimes operate to complicate the efficient blending of resources.  Streamlining the relevant provisions of these programs will reduce unnecessary costs, while at the same time permitting a greater concentration of dollars on revitalization. 

Leveraging and Resident Income Targeting


As mentioned above, one of the strengths of the HOPE VI program is its designed intention to meet the increased challenge of providing affordable housing for the nation’s poorest families in an economically diverse setting.  The ability to leverage public dollars with private investment and the desire to create mixed-income developments and neighborhoods are hallmarks of the program.  The Council believes that more successes can be achieved from the increased integration of these concepts.


The Quality Housing and Work Responsibility Act of 1998 permits the use of operating subsidy to pay debt service in mixed financed projects.  However, it has been a longstanding policy of HUD not to permit operating subsidy to be allocated to the payment of debt service.  A modest change in this HUD policy would create the opportunity for greater leveraging of HOPE VI funds.


Specifically, the Council recommends permitting public housing residents’ rent contributions to be used to pay debt service in developments that have achieved break-even cash flow.  The HOPE VI program permits targeting occupancy to residents with a range of incomes (income tiering) to ensure that a proposed development is viable both financially and in its ability to attract families with a broad range of incomes.  Most HOPE VI developments involve equity investment created through the Low Income Housing Tax Credit Program (“Tax Credit Program”).  The Tax Credit Program’s limit of 60% of area median income has become the defacto income cap for residents (notwithstanding that public housing income limits can be as high as 80% of area median income).  Thus, even with this ability to target incomes, residents with very low and low incomes are being served.  Often, break-even operations can be achieved with average incomes at 30-40% of the area median.  Accordingly, many HOPE VI projects can generate some amount of positive cash flow within the public housing rent limits.  The ability to leverage this positive cash flow can be a significant source of capital in many HOPE VI developments.  

We propose that HUD modify its policy to permit the resident contribution (but not the operating subsidy portion) to be used to pay debt service in projects that are at or above break-even.  Among other benefits, this would create a lessened up-front dependence on Capital Funds and an increased ability to borrow money for development on the private market, thus permitting a portion of rent for additional leveraging.

Homeownership Opportunities


National housing efforts have long sought to include the “American Dream” of homeownership as an integral component, and public housing policy is no exception.  Unfortunately, the policies created to encourage public housing residents to save for and achieve that dream have met with only limited success.  HOPE VI and other mixed finance initiatives provide a new opportunity to meet the ever-present challenges of homeownership for low-income families.


As previously mentioned, HOPE VI projects often involve equity investment created through the Tax Credit Program.  In the homeownership context, the overlay of these two programs causes regulatory obstacles to achieving the desired goals.  Specifically, the Tax Credit Program requires that units remain as rental housing units for 15 years in order to avoid the recapture of the credits.  However, because HOPE VI and tax credit units are often one in the same, it is very difficult to include such units in a homeownership program.  Accordingly, we recommend a modification of the tax credit rules to permit the release of units in conjunction with a homeownership program without triggering the recapture penalties.


Public housing homeownership programs traditionally have included “anti-speculation” provisions.  In short, such provisions limit the amount the subsidized purchaser can realize due to appreciation of the property on resale.  The provisions typically outline the terms of sharing the appreciation realized upon resale between the housing authority and the homeowner.  While it is understandable that federal dollars are not intended to create personal windfalls for subsidized homeowners, such conventional policy assumptions must be reconsidered for HOPE VI projects.  


HOPE VI was designed to revitalize distressed public housing projects and encourage investment in our most economically disadvantaged areas.  Accordingly, a modification of policies and incentives is appropriate for residents who wish to take a risk on the gradual success of redeveloped neighborhoods.  Americans value homeownership because it is an investment that holds the promise of financial gain.  This risk-reward calculus must be the same for low income as for middle income citizens.  Through participation in a homeownership program, public housing residents are often making an investment in our most precarious neighborhoods.  It is only fitting that anti-speculation provisions be modified to recognize the risk with commensurate financial reward.   

Resident Relocation


The revitalization of public housing has created many challenging issues related to residents and neighborhoods.  HOPE VI is an ambitious effort that continues to transform the physical appearance and infrastructure of communities.  As the dilapidated high-rises are demolished, questions have arisen as to what is being done for former residents.  The answers are unclear and often contradictory.  Accordingly, HOPE VI, and the residents, will benefit from the collection and analysis of accurate statistics regarding the relocation of residents.


It is critical to the success of HOPE VI that myth is separated from reality concerning the impact of redevelopment on people and neighborhoods.  It is a reality that current national efforts to resolve our public housing crisis are resulting in more demolition than creation of public housing units.  But it is less certain what effect this is having on our nation’s low- and very low-income populations.  HOPE VI’s mixed-income developments provide a safe place for people to work their way to self-sufficiency.  Through the relocation provisions of several HOPE VI initiatives, residents received extensive relocation counseling and had other housing alternatives, including Section 8 vouchers, made available to them.


We must begin to assess the impact of relocation on both residents and neighborhoods, including access to quality housing and employment.  While a low return rate to a redeveloped neighborhood may indicate that residents did not feel welcome to return, it may just as readily demonstrate the success of relocation counseling and Section 8 vouchers.  Once we are committed to gathering and analyzing the data concerning resident relocation experiences, housing authorities, developers, and community service providers will be better equipped to meet the changing needs of our low-income populations.

Technical Adjustments


In addition to these more general recommendations, the Council has worked extensively on a series of more technical adjustments for the HOPE VI program.  We have outlined these specific issues and proposed resolutions in a memorandum which is attached for your consideration.  While we realize these issues are rather technical and likely beyond the scope of your endeavor, we will gladly respond to any comments you may have to our proposals.  The Council has already begun negotiations with the appropriate agency and Congressional personnel for many of these issues, and intends to pursue each initiative to implementation.

HOPE for the Future


The Council strongly believes that any national housing policy for the new millennium must continue and build on the strengths of the HOPE VI program.  As the MHC has demonstrated by this undertaking, searching for the means to revitalize communities and families through access to development financing and self-sufficiency programs must be central to our national affordable housing initiative.  HOPE VI was thoughtfully designed to meet the various needs of local communities by integrating innovative opportunities for access to public and private capital, partnerships for capacity-building for public housing agencies, and the rebirth of mixed-income communities.  

 
The eight year history of the HOPE VI program has illuminated the program’s many strengths, as well as some areas in need of adjustment.  We believe that minor changes can have a major impact on the positive change that HOPE VI projects have brought to neighborhoods and families throughout the nation.


We thank the Commission for this opportunity to comment on one aspect of its important task, and look forward to the opportunity to respond to questions and work toward solutions.
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