Rural-Related Comments from
Responses to MHC Solicitation Letter


The American Institute of Architects
Section 515

The U.S. Department of Agriculture Rural Development's Section 515 program provides invaluable assistance in serving the elderly, disabled, and rural communities, but it is too small to address the needs that exist.

Civil Rights Organizations (multiple)
Civil Rights

One critical element of the new Administration's agenda should be ensuring appropriate resources and policies at the federal civil rights agencies. Among these agencies, the ones with responsibility over fair housing issues include: HUD's Office of Fair Housing and Equal Opportunity; the Department of Agriculture's Office of Civil Rights (particularly as it relates to the Rural Housing Service); and the Department of Justice's Civil Rights Division, particularly the Housing and Civil Enforcement Section.

As reflected in a recent report from the U.S. Commission of Civil Rights, the staffing levels in most federal civil rights agencies have decreased in real terms over the past six years. To remedy this problem, the Administration should increase staffing levels to an appropriate level that, at a minimum, are equivalent to that of FY 94.

Coalition for Indian Housing and Development
Banking

Too many times banks are able to meet their CRA requirements without actually going into rural America. Perhaps there is some way to make Indian Country a component of the CRA, which requires greater scrutiny by lenders. Regulators should act to hold lenders accountable for more rural areas.

Rural Housing and Economic Development Program

We are concerned about the elimination of the Rural Housing and Economic Development Program from the President's budget. Taking into consideration the limited resources available in Indian Country, removing useful programs is counter-productive. If the goal is to increase the capacity of tribes and other rural communities in order to make them self-sustaining, this is just the sort of program that ought to be supported by the Congress and Administration.

Although CIHD would like to see infrastructure funds in the full amount come from IHS, we realize this is hardly realistic. Other programs such as HUD's Rural Housing and Economic Development Program, the Rural Community Assistance Program, and USDA's Rural Development and Rural Utilities Service funds can help meet the infrastructure needs but they also will not be enough.

We also recommend directing federal funding to support the efforts of the Interagency Task Force on Infrastructure to aid in the coordination of federal efforts for providing water and sewer infrastructure in Indian Country.

Rural Community Assistance Program

RCAP, or the Rural Community Assistance Program, currently operates a network of six regional offices and 180 technical assistance providers to facilitate capacity building and development for rural communities with water and waste infrastructure needs. These services are offered free of charge to small, rural communities, including tribes, to enable efficient and effective technical, managerial and financial decisions in addressing infrastructure needs.

Unfortunately, tribes have not yet fully utilized these resources to combat the desperate infrastructure needs on Indian reservations partly because development on tribal land is more complicated than on fee land. Recognizing the positive impact RCAP has had on other rural areas of the country, CIHD recommends the development of a seventh office to deal specifically with tribal needs with additional federal funding of $2 million for support.

Council for Affordable and Rural Housing
Quality of Rural Housing

The General Accounting Office's ("GAO") September 2000 report ("Report") entitled "Rural Housing Options for Optimizing the Federal Role in rural Housing Development" concluded that despite improvements, the quality of rural housing still lags behind that of urban housing. The GAO Report also noted that while housing credit is almost as available in rural areas as in urban areas, rural borrowers often pay somewhat higher borrowing costs. In sum, rural areas are often left out in the competition for development and providing decent affordable housing.

Funding

The Rural Housing Service's budget has been severely limited in recent years and the multi-family housing production budget is a fraction of that appropriated by Congress in years past. This has resulted in relatively little new housing for rural America. Accordingly, we believe that, in all events, rural housing production appropriations should be increased to historical levels of the early 1990s.

Federal Home Loan Bank Program

In light of funding shortages, we have analyzed various ways to utilize federal funds to achieve maximum financial leverage. Our best suggestion outside of restoring budget funds is to leverage federal appropriations through a new program under the Federal Home Loan Bank system (the "Banks"). The Banks and their members ("Members") are an appealing source of financing because Members are largely located in or near rural areas. In our experience, Members also tend to be familiar with the development of rural housing.

This program would provide an interest credit in which a lump sum is paid to the Banks or the Federal Housing Finance Board, to be used to buy-down mortgage interest rates to support the below-market mission that RHS serves. The Banks' Affordable Housing Program ("AHP") and Community Investment Program ("CIP") already support and encourage Members to loan funds to rural multi-family housing.

Tax Credits

We believe that the Tax Credit rules under Section 42 of the Internal Revenue Code should be clarified to permit the 9% credit for RHS programs, similar to the treatment of the Section 8 rental assistance program. An amendment to specifically provide for 9% Tax Credit eligibility will help make additional rural housing possible.

Similarly, we recommend that Section 42 be amended to provide for a small statutory set aside for properties located in rural housing areas as designated by RHS. This will also help open credit to needy, rural areas. A minimal set aside of at least 10% would be consistent with past set-asides, such as for non-profit entities.

Vouchers

RHS properties would benefit greatly from an allotment of Section 8 vouchers. Currently, rural properties cannot easily access Section 8 voucher holders. An allotment of rural Section 8 vouchers (like the rural housing set aside for project-based Section 8) will open subsidy to very low-income rural residents.

RHS Program Administration

We believe that rural housing is substantially different in underwriting and operations to housing in suburban and urban areas. We believe that RHS' asset management staff would benefit from contracting-out certain tasks to private contractors or to State Housing Finance Agencies. This would give RHS greater flexibility in staffing asset management functions, and it would be consistent with recent HUD requests for proposals (RFPs) that delegate servicing of HUD Section 8 Housing Assistance Payments contracts to local entities.

Notwithstanding the above suggestion, we also believe that RHS operations can be substantially improved by being "federalized." Currently, RHS is administered on a state-by-state basis with state directors reporting to the Undersecretary for Rural Development instead of the Administrator. Each state office has leeway to establish and implement the same federal programs in vastly different ways than other offices, creating a jumble of interpretations to what should be a uniform set of standards. We believe that RHS should have uniform national standards and lines of authority, similar to current HUD operations. RHS should also coordinate with HUD and the IRS to establish a unified set of inspection and asset management standards.

Council of State Community Development Agencies
Low Income Housing Tax Credit

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.

RHS Administration

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.

Delaware State Housing Authority
Technology

Organizational infrastructure should be the premier use of technology in meeting housing challenges; getting technology to the families and individuals we serve and provide them with the necessary support to realize efficient use of that technology. We must take on measures to close the digital divide, especially in remote and rural areas. This should be done in strong collaboration with other public and private agencies including construction financing, which help to satisfy housing needs, particularly, new construction.

The Enterprise Foundation
Production Tax Credit

A homeownership production tax credit would fill a glaring gap in the housing finance system, increase affordable homeownership opportunity for low-income people, encourage mixed-income development and community revitalization in distressed neighborhoods and help combat sprawl. President Bush has proposed such a credit, wisely modeled largely on the Housing Credit.

We recommend the following modifications to the president's proposal:

· the Credit also should be available in rural areas, as defined by Section 520 of the 1949 Housing Act, and on Indian reservations;

· states should be able to serve buyers earning up to 100 percent of area median income (90 percent or less for families of less than 3) in "Qualified Census Tracts" as defined under the Housing Credit statute (census tracts where more than half the families have 60 percent or less of area median income or where development costs are disproportionately high);

· nonprofit developers should receive a minimum of 10 percent of each state's annual allocation of Credits.

Housing Assistance Council
Vouchers

Vouchers are a necessary component of a successful federal housing strategy. The commission should keep in mind, however, that housing vouchers are not universally available throughout the United States. Families and individuals in many rural communities do not have access to vouchers. Furthermore, even where available, vouchers do not always work. Many rural communities that are economically depressed do not have enough adequate, available rental units at any price. In 2000 HAC conducted four case studies on the use of Section 8 in rural areas. Though the areas studied represented a variety of geographic, demographic, political and economic contexts, they were found to experience common regulatory, market, and infrastructure barriers to successful program implementation.

The new Section 8 homeownership program has tremendous potential to help mitigate severe housing needs in rural areas, where homeownership is the overwhelmingly preferred form of tenure. However, administering the program in dispersed rural communities is likely to be problematic and expensive.

Housing Finance

Rural households have a harder time than their urban counterparts in finding mortgage credit, and they generally pay more for the credit they do receive. HAC believes that the Community Reinvestment Act (CRA), which has increased credit availability and community lending opportunities in many low-income urban neighborhoods, should be extended to smaller banks so that its reach expands into rural America. In addition, federal efforts to protect credit consumers from predatory lending practices, including homebuyer education and credit counseling services, should reach rural borrowers.

Preservation

Rural communities face growing crises in prepayment and expiring use of rental units subsidized by both RHS and HUD and in rental assistance renewal needs. Funds that provide for the permanent preservation of at-risk units via transfer to nonprofit organizations should be increased in order to protect the federal government's significant investment in this housing stock.

Production

Resources should be significantly increased for the production of both homeownership and rental housing for low-income families and individuals.

While homeownership is not the best option for all households, it is the overwhelmingly preferred form of tenure in rural America. Federal public-private partnership strategies such as the Rural Housing Service (RHS) Section 502 Homeownership Loan program and the Department of Housing and Urban Development (HUD) Self-Help Homeownership Opportunity Program (SHOP) are critical to making the American dream of homeownership possible for many rural households.

RHS's Rural Rental Housing program, Section 515, reaches the lowest income rural residents. Annual appropriations for this critical program, however, which reached $540 million in FY 1994, have been drastically reduced in recent years. Recent studies show a need for at least $150 million in Section 515 funding in order to meet existing maintenance needs and still provide enough funding for at least one new development project in each state.

Low Income Housing Tax Credit

Although it provides financing for a segment of the country's affordable housing needs, the Low Income Housing Tax Credit (LIHTC) has limited ability to help the rural poor. Now that Section 515 has been virtually defunded, rural developers attempt to finance their tax credit projects with tax-exempt bonds, which do not seem to offer the same opportunity to focus on lower-income households throughout a project, and HOME funds. Neither of these funding sources, however, is targeted toward rural housing needs.

Technology

Many rural communities lack the infrastructure and the capacity to be able to tackle local housing problems, with or without the latest technology. The USDA Rural Community Development Initiative (RCDI), HUD's Office of Rural Housing and Economic Development and funding for Community Housing Development Organizations (CHDOs) under the HOME program provide much needed resources for building the capacity of local organizations. Resources such as these programs should be increased and made more accessible to the most rural and impoverished communities.

Smart Growth

National policy trends affecting issues of place, such as "smart growth," often do not account for rural housing needs. Smart growth sometimes results in regulatory approval of the Not In My Back Yard (NIMBY) syndrome, prohibiting or restricting development of assisted, multifamily and small-lot single-family homes. Smart growth policies should provide for equitable, planned development that addresses all community needs, including rural low-income housing.

McAuley Institute
Community Development

To help sustain existing and foster new community development organizations, we urge the Commission to recommend that Congress establish a fund that would make investments in response to business plans. Housing organizations would be funded based on a showing of ability to obtain measurable results. Criteria should be flexible enough to account for the size and age of the organization and regional differences in cost, demographics and housing patterns. Credit should be given for factors as well as "units produced" such as income level of the population served, resident involvement on governing boards, neighborhood strategic planning, range of services provided, and willingness to undertake difficult to develop projects (such as in-fill housing consistent with smart growth principles, environmental hazards and, in rural areas, the premium on the cost of construction.)

We need more CHDOs nationally, particularly in the many areas where none now exist. One unofficial estimate is that only 20 percent of communities that could use community development organizations have them. Many are in rural areas and small cities and towns, especially in the South. Often, these are places where there is little interest by the private or public sectors in building affordable housing or supporting community development. The 15 percent set-aside for CHDOs in the HOME program will continue to be an important means of getting federal support to new organizations in such areas.

Mortgage Bankers Association of America
Loan Program

The Rural Housing Service Guaranteed Loan Program is designed to facilitate access to home mortgage financing by families in rural areas who do not qualify for a loan to purchase a home without the government guarantee. In order to eligible for an RHS guaranteed loan, the family must not have an income that exceeds the greater of 115% of the average state metropolitan median family income and statewide median or 115% of the US median family income. Legislative changes recommended for the RHS program include:

· Increasing the median income limits to at least 120%.

· Allowing borrowers to finance, in full, into the mortgage the two percent RHS guarantee fee paid by the borrower to be consistent with other government home-ownership programs. Such fees are able to financed in full in the FHA and VA programs.

· Allow RHS guaranteed loans to be streamline refinanced by RHS without regard to the income limits. Streamline refinancing will save RHS borrowers time and money.

Tax Credits

The MBA supports the Single Family Housing Tax Credit proposal contained in President Bush's budget for FY 2002.

This program would provide investors with a tax credit of up to 50% of project costs for eligible rehabilitation or new construction. Eligible areas would be census tracts with incomes at or below 80% of median, rural areas as defined by RHS and Native American trust lands.

National Affordable Housing Preservation Associates, Inc. (NAHPA) and the Rural Rental Housing Fund, LLC (RRHF)
Preservation

For several decades the USDA/RHS Section 515 program has been the principal funding program for rural multifamily housing serving low-income persons. With a portfolio of some 18,000 properties, USDA/RHS estimates that some 11,000 are at, or nearing eligibility for prepayment and are at risk of sale or removal from the Section 515 program. Affordable housing advocates are concerned that some Section 515 units may be converted to "moderate income" housing, making them unaffordable to low and very low-income persons. An even more pressing concern, owners without opportunity for transfer (and no longer benefiting from tax advantages) may allow the properties to fall into disrepair.

As such, we recommend that Congress take the following steps to support preservation:

· Increase the amount of Rental Assistance available for preservation activity.

· Designate the Rural Housing Administrator as the official with preservation responsibility. The Administrator should set preservation goals for each state and require that USDA State Directors demonstrate, twice annually, efforts underway to meet the goals.

· Direct USDA/RHS to clarify in its regulations that a national or regional nonprofit may acquire a property if such purchase is intended to forestall a possible prepayment or if such purchase will forestall potential deterioration of the property.

· Provide for a preservation fund that can be used by USDA/RHS for appraisals, predevelopment costs and for other discretionary uses to make possible preservation.

· Encourage transfers of USDA/RHS properties by deferring the tax on non-cash gain.

· Permit "doubling" of GSE Affordable Housing Goal Credits under the Special Affordable Housing Goal for accepting loans from institutions with a dedicated program for financing the acquisition or rehabilitation of USDA Section 515 properties serving very-low income families and low-income families.

National Association of Home Builders
New Production Program

In order to encourage mixed-income projects, 15 to 25 percent of the funds for the new production program should be used to target very-low-and low-income households. Housing low-and very-low-income residents will almost invariably require additional subsidies. The new production program should thus be structured with intention and ease of combining it with other programs such as vouchers, FHA mortgage insurance, tax credits, HOME, Community Development Block Grants, and tax-exempt bond financing. Additional set-asides for the production of housing for the elderly (some with service components), small projects, and rural housing development may also be desirable.

National Association of Realtors
Loan Program

To ensure their continued viability and goal of providing safe, decent and affordable housing to American families, NAR recommends that Congress increase resources to the Section 502 direct loan program. The Section 502 direct loan program is the basic RHS individual home-ownership loan program providing funding assistance to states for loans for very-low, low-, and moderate-income homebuyers. While the program has been instrumental in addressing rural housing needs, appropriations have not kept pace with the growing gap between the number of decent, affordable housing units in rural communities and the need for those units.

In addition, RHS should permit borrowers to finance into their mortgages the full two percent guarantee fee under the Section 502 guaranteed loan program. Last year Congress approved a provision increasing the guarantee fee from one to two percent of the principal amount of the loan. Currently, RHS does not permit borrowers to finance the fee into their loan. Modifying this policy will ease rural borrower's financial hardships associated with the fee increase.

National Housing Law Project
Preservation

The Rural Housing Service's Preservation Program must be funded adequately and revamped to ensure long-term affordability.

Nearly 300,000 units of Rural Rental Housing administered by the Rural Housing Service (RHS) are at risk of prepayment. Most of these units are located in rural communities that have few if any alternative housing resources for low-income households. Currently, there is at least a four-year backlog in approved incentive offers to owners that remain unfunded. Congress should therefore immediately appropriate sufficient funds to enable RHS to fund all currently approved equity loans and on an annual basis appropriate sums necessary to fund future incentive offers.

Use Restrictions

Although RHS has statutory authority to require owners that accept incentives to extend use restrictions for the remaining term of the mortgage or longer, RHS has chosen to only require the owner to extend use restrictions for a term of 20 years. Congress should require RHS to maximize the effectiveness of its incentive offers by requiring owners to extend use restrictions for at least the remaining term of the mortgage.

Tax Incentives

In addition, Congress should adopt "exit tax" relief for those owners willing to transfer developments to nonprofit and public agencies willing to operate the developments for their remaining useful life. Congress should also increase the administrative grants that are available to nonprofit and public agencies to purchase Section 515 housing from the current $10,000 to at least $25,000.

Vouchers

Under the current RHS preservation program, residents are not entirely protected from displacement. Owners whose prepayment requests are approved or who unsuccessfully offer the housing for sale to nonprofit or public agencies are frequently allowed to displace current tenants through increased rents and other mechanisms. To protect tenants in Section 515 housing, RHS should be given authority similar to that of HUD to provide tenants threatened with displacement with enhanced vouchers that would allow them to remain in their homes after prepayment. Owners of prepaying project should be required to accept the vouchers for as long as the residents wish to remain.

Housing Conditions

The RHS rental housing stock is aging. As a result, Congress should require RHS to inventory its stock, assess the need for repairs and rehabilitation and make funds available to actually undertake the rehabilitation of the stock. In addition, Congress should make additional rental assistance subsidies available to ensure the continued affordability of the stock after repairs are made.

New Production Program

A new housing production program geared to families should be instituted in urban areas and existing housing production programs, that serve special populations, such as the 202 and the Section 811 programs or directed at special areas, such as the Section 515 Rural Rental Housing Program, should be expanded to meet the needs of those populations and areas. Similarly, funding for homeownership programs such as the Rural Housing Service's Section 502 single-family home-ownership program must be restored to the funding levels of the early 1990s.

National Low Income Housing Coalition
Funding

We recommend additional investment in affordable housing with substantial increases in HOME, CDBG and USDA Rural Housing programs, as well as an examination of ways to reform the Low Income Housing Tax Credit program to improve access to the program by a wider range of non-profit, community-based housing developers.

National Neighborhood Coalition
New Production Program

There should be strong targeting of resources for new production to existing urban, rural, and suburban communities. New housing development should be located accessible to jobs and transportation. In places such as rural communities where people already live but these and other necessary components of healthy communities do not already exist, housing should be developed or improved in tandem with other economic and infrastructure improvements. Providing affordable housing alone in areas that are isolated from community supports, existing infrastructure, quality schools, jobs and transportation does not create community linkages, does little to promote the creation of healthy communities, and ultimately does not address the long term needs of the occupant.

National Neighborhood Housing Network (NNHN)
Rural NeighborWorks Alliance

An alliance of rural NeighborWorks organizations, Rural NeighborWorks Alliance (RNA), was certified as a community development financial institution in 1999 and built or renovated over 100 homes last year alone. The National Neighborhood Housing Network supports funding Neighborhood Reinvestment at $110 million for FY 2002. The President's budget has called for $95 million for FY 2002. The increase to $110 million will provide additional assistance for three of the agency's initiatives: the Section 8 Home Ownership Initiative, the Multifamily Initiative, and the Rural Initiative.

National Rural Housing Coalition
Data

Rural areas have a disproportionate share of the nation's substandard housing. More than 1.6 million rural households that earn 80 percent or less of the area median income (AMI), live in moderately to severely inadequate housing. These are units without hot or cold piped water, and/or with leaking roofs or walls, rodent problems, inadequate heating systems, and peeling paint, often lead-based.

HUD has not done its part in responding to the housing needs of our rural communities. HUD's programs provide a disproportionately small amount of services to rural areas, even in programs with rural requirements. Programs such as the HOME Investment Partnerships Program (HOME), the Community Development Block Grants (CDBG) program, and the Federal Housing Administration (FHA) may have the intention of serving rural areas, but fail to do so to the appropriate extent.

[For more data on rural housing conditions, see NHRC's Recommendations to the Millennial Housing Commission, June 30, 2001.]

HOME and CGBG

HOME and CDBG are not a permanent resource for rural areas. Members of the Coalition express concern about the structure of CDBG and HOME funding. Few states provide rural areas with multi-year funding through these block grants. As a result, when a small communities is lucky enough to gain access to funding, it is usually for a discreet, one time project. Therefore, small communities are unable to count on a continuing resource to provide housing assistance.

Rural Community Development Initiative

Without a uniform system of housing assistance in rural areas, non-profit organizations are increasing important as a vehicle to deliver housing assistance. However, there is only meager funding available for the Rural Community Development Initiative (RDCI), a new program that provides capacity building support to non-profits through intermediaries. Funding for RCDI should be expanded from $6 million to $25 million.

Counseling

Counseling both before and after buying a home is a key to successful homeownership. RHS's Section 502 self-help program, which includes funds for housing counseling, is highly successful, in part because the counseling is so effective. Despite the proven value of counseling, however, non-profit organizations generally lack access to resources to help defray its costs.

RHS should incorporate housing counseling into its programs and allow its rural program managers to refer renters to organizations that provide homeownership counseling. A $500 housing counseling fee for non-profits providing housing counseling for 502 borrowers should be an allowable fee covered by the loan, even if it is in excess of the appraisal.

Section 515

NRHC suggests increasing the allocation for preservation and providing adequate rental assistance to ensure affordability. RHS should provide at least $100 million over the next three years to provide adequate incentives to preserve and maintain the existing stock of rural rental housing, along with adequate levels of rental assistance for low income households. In addition, RHS should move aggressively to reach out to its current housing grantees - self help housing, farmworker housing, the Rural Home Loan Partnership and the Rural Community Development Initiative - to develop a network of non-profit organizations that will work with the Agency to preserve rural rental housing.

Rural Rental Housing Act of 2001 (S.652).

To improve rural rental housing resources Senators John Edwards, Jim Jeffords, Patrick Leahy, and Paul Wellstone introduced S. 652, the Rural Rental Housing Act of 2001. This legislation will provide will provide a source of flexible funding to finance rental housing in our small town and farming communities. The legislation will encourage partnerships with the public and private, non-profit sector partners. A variety of financing tools may be used to match the federal funds, including loans, grants, interest subsidies, annuities and other forms of assistance. The proposal would encourage partnerships among federal agencies, state and local governments, private financial institutions, private philanthropic institutions, and the private sector, including non-profit organizations.

Funding

NRHC recommends increasing funding for Sections 514 and 516 programs to $100 million in budget authority. This will provide $100 million in loans and $50 million in grants to finance housing and related facilities for farm workers. Non-profit housing organizations and public bodies use the loan and grant funds, along with RHS rural rental assistance, to provide units affordable to eligible farm workers.

In addition, we recommend increasing the appropriation for the USDA's water sewer loans to $1.05 billion, and water sewer grants to $700 million. The appropriations for this program are at only 92 percent of the 1995 level. Accounting for inflation, they are at 82 percent of the 1995 level.

Block Grants

NRHC suggests the following changes to federal block grant programs for housing and community development, as well as tax credits for low-income housing:

· States and HUD adopt a uniform definition of rural. NRHC recommends a limit of 25,000 population;

· 25 percent of HOME and CDBG funds be allocated to communities with populations up to 25,000;

· States be required to develop implementation plans that adequately and accurately address rural needs;

· States be authorized to waive matching requirements for projects in small, poor communities;

· States should be encouraged to provide permanent, multi-year, resources to local non-profit organizations and communities to rural communities.

Patrick N. Sheridan
Vouchers

From a rural perspective, vouchers have not worked very well. Vouchers give tenants the freedom to choose where they live. Unfortunately, in rural areas there often is a lack of rental housing to choose from. Without production programs to create rental housing, many vouchers go unused or ultimately join the waiting list for subsidized rental housing already experiencing long waiting lists. For a voucher program to be successful there must be an adequate supply of rental housing, at affordable prices.

Administration

The RHS Single Family Housing programs, both direct and guaranteed work well. For low-income potential homeowners, the RHS field offices have provided an effective method for reaching rural residents. However, with recent reductions in staff, consolidations of offices have become necessary. Nonprofit groups or technical assistance contractors may be able to pick up some of the slack. However, many areas do not have such contractors to provide the services and the contractor capacity itself must be built.

As with the RHS Single Family Housing programs, the RHS field office structure has worked well. Accessibility to the office is less important for the borrower, often a for-profit or nonprofit developer who is sophisticated in finance with the resources to come to a centralized office. However, to have effective asset management and service direct loans, it is critically important to have field staff located closer to the properties than the finance production staff may need to be.

Multifamily Housing

From my perspective, there may not be a need to create new rural MFH programs. Between the sections 515 and 538 programs, and the section 514/516 Farm Labor Housing Program, the ability to cover the spectrum of rural residents, from very low- to moderate-income to farm labor, already exists. What is necessary is adequate funding for these programs so that they can be delivered quickly and without needless complication from having to layer several different financing and grant sources together to make a deal work.

Tax Credits

I suggest that it may be appropriate to have a federally mandated minimum of tax credits assigned to rural communities. The rural communities could be defined, as those considered rural under the RHS programs so as to ensure consistency in definition between states. I would like to see a set aside for RHS financed properties, but by allocating to RHS eligible areas, the same goals could be realized in most cases.

Thomas C. Wright
Funding

Under the existing system, when states receive their funding from HUD, a disproportionate share of the money will go to serve the needs of heavily populated urban centers. Extensive research should be done on State Housing Finance Agencies and their historical impact on small rural communities before any thought can be given to increasing their role in the affordable housing equation.

Homeownership

There should be greater emphasis on home ownership in rural communities where ownership levels are low. Outreach efforts must begin with education designed to heighten awareness of federally sponsored lending programs and the availability of down payment assistance for low and moderate-income families.

Home ownership should be the primary focal point of a domestic economic agenda that places a premium on job creation for the in rural communities and for the urban poor. By fostering an environment wherein more families are positioned to make the decision as to whether home ownership is right for them rather than remaining rents by default, the country will benefit from a resurgence of pride.

Native Americans
When the President's budget zeroed out HUD's Rural Housing and Economic Development Grant, the administration sent a tough message to communities that rely on this valuable program. Self-sufficiency, self-determination, and self-reliance are all terms used to describe the goals for Native American and rural stimulus initiatives.

NAHASDA is up for reauthorization. This legislation by proclamation promotes self-determination. Under NAHASDA, housing starts are at record levels in Indian Country. Nonetheless, at its current funding levels NAHASDA cannot keep pace with growing needs within Native communities. States should be required to set-aside a percentage of LIHTC for Native communities based on housing conditions and poverty statistics.

Vermont's State Housing Agencies
Vouchers

In rural market areas and in small projects a 25% allowance for project-based assistance is too restrictive. To make small projects viable, particularly in communities where the entire population may have low median incomes, you need more vouchers with less targeting at 30% of median.

Rural Development 515

RD rules and implementation should reflect communities' desires to build in village centers and do substantial renovation. Approved project designs should reflect the rural community (multiple buildings, rather than one building, designs that might adapt to future homeownership). Consider changing the funding to be like 202 with a capital advance and rental assistance, and administer the advance like a grant (i.e. don't supervise every detail of the production). Provide automatic access to 4% housing credits.

Areas of potential improvement include the amount of time between approval of the pre-application and the application, the fact that the rules for market studies for 515 projects render them not particularly meaningful and, similar to the HUD 202 and 811 programs, RD will not pay for non-profit development fees and doesn't allow the non-profit to pay itself for administration during the period of program operation.

The 515 program suffers from the cuts that were made in the program resulting in not enough resources for projects and not enough staff in the state offices to successfully administer the program. The contribution per unit is unrealistically low in today's housing market.

