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Table 1  |  Household and Housing Stock Characteristics by Income, 1999 (Thousands)

[image: image1.jpg]Households

Total Households

Not Burdened (0-30%)2
Moderately Burdened (30-50%)
Severely Burdened (>50%)

Working Status of Households

Earning at Least FTE Minimum Wage
Number with Severe Cost Burdens

Earning Between Half and FTE Minimum Wage
Number with Severe Cost Burdens

Earning Less than Half FTE Minimum Wage
Number with Severe Cost Burdens

Elderly, Not Working

Number with Severe Cost Burdens
Non-elderly, Not Working

Number with Severe Cost Burdens

Affordable Housing Stock

Units Affordable at 30% of income
Affordable and Available

Gap between Available Units and Households
Adequate

Moderately Inadequate

Severely Inadequate

Vacant: No Information

ELI 1

6,410
1,854
1,372
3,175

393
167
598
268
703
514
3,188
1,392
1,528
843

6,606
1,724
(4,686)
5,586
511
168
341

VLI

7,138
4,259
1,728
1,151

2,647
582
515

96
355
59

3,086
290
537
124

11,669
3,778
(3,360)
10,602
548
1
347

LI Mi HI ELI 1

10,680 14,284 30,283 8513
7571 11,888 28,701 2,134
2328 1931 1344 1580
783 465 239 4,798

7024 11,478 28,136 1,110
564 383 217 482
495 180 204 1,631

28 5 - 984
349 210 156 1,710
25 16 2 1311
2396 1,678 1306 1,721
118 32 7 898
416 738 481 2340
46 29 13 1124

23,475 17,0563 11,445 6,681
7322 6,324 11,445 3570
(3,358) (7,960) (18,838) (4,943)
22,280 16,440 10,962 5288
539 289 169 609
302 161 67 330
354 163 247 454

VLI

6,243
2,172
2,950
1,121

4,452
679
606
130
146

43
749
181
291

88

12,092
6,631
388
9,598
1,116
397
981

LI

7,270
5,034
1,984

252

6,603
197
131

57

377
42
102

14,222
7,231
(39)
11,845
867
381
1,129

6,681
6,092
496
93

6,056
82
22

15

197
12
389

2,950
1,645
(5,036)
2,483
121

61

285

HI

5,300

5,174

110

15

5,108

19

17

100

55

1,073
1,073

Total

102,802
74,879
15,823
12,092

73,007
3,361
4,401
1,515
3,718
1,975

14,798
2,977
6,877
2,274

107,266
50,743

4,227 (52,059)

840
56
15

162

95,924
4,825
2,053
4,463




Notes: 

1. 
ELI (extremely low income) defined as having incomes at or below 30% of AMI; VLI (very low income) defined as having incomes 30.1-50% of AMI; LI (low income) defined as having incomes 50.1-80% of AMI; MI (moderate income) defined as having incomes 80.1-120% of AMI; HI (high income) defined as having incomes over 120% of AMI. 

2. 
Households in the “not burdened” group include those reporting zero or negative income. Depending on their reported housing costs, the households were included in ELI or MI.

Source: HUD tabulations of the 1999 American Housing Survey prepared for the Millennial  Housing Commission.
Table 2  |  Affordable Rental Stock by Income Group, 1985-1999 (Thousands)
[image: image2.jpg]| Ev U M H | Total

Under 30%  30-50% 50-60% 60-80% 80-100% | 100-120% | Over 120%

1985 6,285 9,392 5,888 8,053 3,832 1,194 502 35,146
1995 6,633 9,936 6,998 8,388 3,545 990 434 36,924
1999 6,681 12,092 6,948 7,274 9,971 678 1,073 37,017
Change in Units 396 2,700 1,060 (779) (1,561) (516) 571 1,871

1985-1999




Notes: Units are classified by comparing their rents (adjusted for number of bedrooms) to the rent affordable in local markets to households with incomes at the upper and lower threshold incomes of the group. For example, units with monthly gross rents that are 30% of monthly incomes between 30% and 50% of AMI are classified as affordable to very low-income households. Income cutoffs are determined by deflating/inflating 1995 HUD Income Limits for general price inflation and real income growth.

Source: HUD tabulations of the American Housing Survey prepared for the Millennial Housing Commission.

Table 3  |  Stock of Federally Assisted Units by Funding Source, 1999

[image: image3.jpg]Thousands

of Units
Inactive: Publicly Owned, Project-Based
Public Housing 1,274
Inactive: Privately Owned, Project-Based
Section 8 New Construction / Substantial Rehabilitation 644
Section 202 Elderly Housing Direct Loan 207
Section 8 Property Disposition 60
Section 8 Loan Management Set-Aside 409
Rent Supplement 21
Section 236 60
Section 221(d)(3) Below Market Interest Rate 71
Active: Tenant-Based
Section 8 Certificates and Vouchers 1,581
Active: Privately Owned, Project-Based
Section 202 Supportive Housing for the Elderly 65
Section 811 Supportive Housing for Persons with Disabilities 18
Section 515 Rural Housing Rental Assistance 410
Total Rental Assistance 4,820
Total Owner Assistance 591

Total Direct Assistance 5,411




Note: Numbers are adjusted for overlap based on HUD’s A Picture of Subsidized Households, 1998, RHS data, and GAO’s 
Tax Credits: Opportunities to Improve Oversight of the Low-Income Housing Program, GAO/GGD/RCED-97-55.

Sources: GAO, Federal Housing Assistance: Comparing the Characteristics and Costs of Housing Programs, GAO-02-76; 
HUD Budget Office; Rural Housing Service, Deputy Administrator for Single-Family Housing; and U.S. House of Representatives, 2000 Green Book.

Table 4  |  Selected Household Characteristics by Tenure and Percent of Area Median Income, 1999 (Millions)
[image: image4.jpg]Households Median Household Income

Amount Median
Percent of Area Total Reported Affordable for Monthly
Median Income Number Percent Income Housing at 30% Housing Cost
Renter Households

Under 30% 8.5 25 $7,000 $175 $426
30-50% 6.2 18 $17,000 $425 $509
50-80% 13 21 $26,541 $664 $565
80-120% 6.6 19 $40,000 $1,000 $643
Over 120% 5.3 16 $68,000 $1,700 $736
All 34.0 100 $24,400 $610 $560

Owner Households

Under 30% 6.4 9 $6,500 $163 $300
30-50% il 10 $15,613 $390 $324
50-80% 10.7 16 $27,000 $675 $453

80-120% 14.3 21 $41,200 $1,030 $633

Over 120% 30.3 44 $81,000 $2,025 $908

All 68.8 100 $45,400 $1,135 $617

All Households

Under 30% 14.9 15 $7,000 $175 $369
30-50% 133 13 $16,000 $400 $426
50-80% 18.0 18 $27,000 $675 $520

80-120% 209 20 $40,050 $1,001 $637

Over 120% 35.6 35 $79,000 $1,975 $865

All 102.7 100 $36,000 $900 $585




Source: HUD tabulations of the 1999 American Housing Survey prepared for the  Millennial Housing Commission.

[image: image5.jpg]Percent of Area

Median
Housing Cost
as Percent of

Housing Costs

30-50% of Income

Under 30% of Income

Over 50% of Income

Median Income Income Number Percent Number Percent Number Percent
Renter Households
Under 30% 58 2.1 25 1.6 18 4.8 56
30-50% 35 2.2 35 3.0 48 et 18
50-80% 25 5.0 69 2.0 271 0.3
80-120% 19 6.1 92 0.5 8 0.1 1
Over 120% 12 5.2 98 0.1 2 0.0
All 25 20.6 61 1.2 21 6.3 18

Owner Households
Under 30%
30-50%

50-80%

80-120%

Over 120%

All

1.9
43
76
11.9
28.7
54.4

1.4
1.7
23
1.9
1.3
8.6

3.2 50
1.2 16
0.8 7
0.5 3
0.2 1
59 8

All Households
Under 30%
30-50%
50-80%
80-120%

Over 120%

All

4.0
6.5
12.6
18.0
33.9
75.0

3.0
4.7
43
2.4
1.4
15.8

8.0 54
23 17
1.1 6
0.6

0.2 1
12.2 12




Table  5  |  Homeownership Rates by Race and Ethnicity of Householder, 1983-2001 (Percent)

[image: image6.jpg]1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

U.S. Total

64.9
64.5
64.3
63.8
64.0
64.0
64.0
64.1
64.0
64.1
64.1
64.2
64.7
65.4
65.7
66.3
66.8
67.4
67.8

Total
White

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
67.7
68.7
69.1
69.3
70.0
70.5
7.1
71.6

Non-
Hispanic
White

69.1
69.0
69.0
68.4
68.7
GIAl
69.3
69.4
69.5
69.6
70.2
70.0
70.9
LT
720
72.6
782
73
743

Total
Black

45.6
46.0
44.4
448
458
429
42.1
42.6
42.7
42.6
42.0
423
42.7
44.1
448
45.6
46.3
472
477

Other

5853
50.9
50N
49.7
48.7
49.7
50.6
49.2
Bil 3}
5286
50.6
477
47.2
L0
5245
53.0
58N
5386
54.2

American
Indian,
Aleut,
Eskimo

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
51.7
55.8
51.6
51.7
54.3
56.1
56.2
55.4

Asian or
Pacific
Islander

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
Bl
50.8
50.8
52.8
52.6
565l
524
53.9

Other

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
36.1
374
n/a
n/a
n/a
n/a
n/a
n/a

Hispanic

41.2
40.1
41.1
40.6
40.6
40.6
41.6
41.2
S0
8919
39.4
41.2
42.1
428
43.3
447
455
46.3
473




Note:  Breakdowns of “other races” are not available before 1994. Starting in 1996, all “other races” were added into one of two existing categories.

Source: U.S. Bureau of the Census.
Table 6  |  Households Receiving Direct Housing Assistance Administered by HUD, 1977-2000

[image: image7.jpg]Assisted Renters

Existing Housing
Tenant- Project- New Total Assisted | Total Assisted | Total Assisted
Based! Based? Construction3 Renters* | Homeowners 5 Households
1977 162 105 1,799 2,067 331 2,398
1978 297 126 1,928 2,350 293 2,643
1979 427 175 1,978 2,580 262 2,842
1980 Bl 185 2,090 2,797 285 3,032
1981 599 221 2,228 3,212 219 3,431
1982 651 194 2.818 3,379 241 3,620
1983 691 265 2,485 3,615 242 3,857
1984 728 357 2,589 3,851 230 4,081
1985 749 431 2,657 4,015 210 4,225
1986 797 456 2,686 4,135 200 4,335
1987 893 473 2,721 4,279 182 4,461
1988 956 490 2,736 4,371 159 4,530
1989 1025 509 2,748 4,485 148 4,633
1990 1,090 527 2,755 4,569 141 4,710
1991 1,137 540 2,778 4,656 130 4,786
1992 1,166 554 2,786 4,705 125 4,830
1993 1,326 574 2,762 4,861 98 4,959
1994 1,392 593 2,764 4,939 95 5,034
1995 1,474 607 2,778 5,049 80 5,129
1996 1,413 608 2,817 5,028 76 5,104
1997 1,465 586 2,822 5,063 68 5;131
1998 1,481 564 2,786 5,021 60 5,081
1999 1,613 542 2,757 5,101 58 5,164

2000 1,621 522 2,728 5,061 43 5,104




Notes: 


1. Includes units assisted with Section 8 certificates and vouchers.

2. Includes units assisted through the Section 8 Loan Management Set Aside, PD, Conversion (from rent supplement and Section 236 Rental Assistance Program), and Moderate Rehabilitation Programs.

3. Includes units assisted through the Section 8 New Construction and Substantial Rehabilitation Program, Section 236, Rent Supplement, and Public Housing Programs (including Indian units constructed under Public Housing but now assisted through the other programs).

4. The total number of assisted renters has been adjusted since 1980 to avoid double-counting of households receiving more than one type of subsidy. The total number therefore is lower than the sum of the components.

5. Includes units assisted through various Section 235 programs. 

Source: 2000 Green Book: Background Material and Data on Programs within the Jurisdiction of the Committee of Ways and Means, U.S. House of Representatives, October 6, 2000.
Table 7  |  Number of Units Eligible for Assisted Housing Payments by Program, 
1957-2000 (Thousands)
[image: image8.jpg]Section 515 Section 236

With With Rent Other
Public Section Rent Supplement | Tenant- New Project-
Housing Total 8 Supplement Total or Section 8 Based Subrehab! Based? LIHTC

1957 366 0 0 0 0 0 0 0 0 0
1958 374 0 0 0 0 0 0 0 0 0
1959 401 0 0 0 0 0 0 0 0 0
1960 425 0 0 0 0 0 0 0 0 0
1961 465 0 0 0 0 0 0 0 0 0
1962 483 n/a 0 0 0 0 0 0 0 0
1963 511 n/a 0 0 0 0 0 0 0 0
1964 540 n/a 0 0 0 0 0 0 0 0
1965 BT n/a 0 0 0 0 0 0 0 0
1966 609 n/a 0 0 0 0 0 0 0 0
1967 640 n/a 0 1 0 n/a 0 0 0 0
1968 687 n/a 0 3 0 n/a 0 0 0 0
1969 768 n/a 0 12 0 n/a 0 0 0 0
1970 830 n/a 0 31 B n/a 0 0 0 0
1971 893 n/a 0 58 32 n/a 0 0 0 0
1972 989 n/a 0 92 99 n/a 0 0 0 0
1973 1,047 n/a 0 118 191 n/a 0 0 0 0
1974 1,109 n/a 0 148 294 n/a 0 0 0 0
1975 il, fli5l n/a 0 165 400 n/a 0 0 0 0
1976 gz 26 0 174 447 n/a 162 6 105 0
1977 1,174 50 il 180 543 n/a 297 30 126 0
1978 NS 81 i 172 545 n/a 427 89 75 0
1979 1,178 114 16 179 541 n/a G2 192 185 0
1980 1,192 151 24 165 538 163 599 333 221 0
1981 1,204 185 32 158 537 161 651 474 194 0
1982 1,224 217 40 153 537 175 691 571 265 0
1983 1,314 247 44 77 583 177 728 664 357 0
1984 1,341 274 45 56 Bl 178 749 730 431 0
1985 18355 301 46 46 528 196 797 757 456 0
1986 1,380 326 46 34 529 192 893 778 473 0
1987 1,390 349 46 23 528 189 956 794 490 34
1988 1,398 368 46 23 528 203 B025 799 509 116
1989 1,404 386 46 20 528 197 1,090 804 BT 242
1990 1,405 402 46 20 Beill 200 (MiSH 823 540 316
1991 1,410 418 46 20 528 199 1,166 827 554 428
1992 1,409 434 46 20 510 199 1,326 822 574 519
1993 1,408 449 46 19 510 190 1,392 827 593 623
1994 1,409 464 46 19 505 190 1,487 845 595 740
1995 1,397 476 46 21 508 190 1,413 890 608 827
1996 1,389 483 46 21 505 190 1,465 907 586 902
1997* L3772 483 46 21 494 190 1,499 880 564 972
1998* 1,295 483 46 21 476 190 1,606 854 542 1,041

1999* 1,274 485 45 21 464 n/a 1,581 8b1 n/a 1,104




* These numbers are estimates.

Notes: 1. Excludes units funded with capital grants and project rental assistance through the Section 202|811 program, but includes Section 202 Direct Loans.

2. Includes units receiving assistance through the Section 8 LMSA program, Property Disposition, Conversion (from Rent Supplement and Section 236 RAP), and Moderate Rehabilitation programs.

Sources: 1957-1998: Edgar O. Olsen, Housing Programs for Low-Income Households, National Bureau of Economic Research, April 2001. 1999: Federal Housing Assistance: Comparing the Characteristics and Costs of Housing Programs, GAO-02-76. LIHTC numbers: Estimates by Recapitalization Advisors in a paper prepared for the Millennial Housing Commission.

Table 8  |  Key Federal Housing Budget Trends (Billions of Constant 2002 Dollars)
[image: image9.jpg]Federal Spending for Housing 1977-1981 1982-1986 1987-1991 1992-1996 1997-2001 2002-2007
Assisted Housing Outlays $23.7 $28.6 $33.8
Assisted Housing Budget Authority $18.8 $18.6 $31.4
Tax Expenditures $107.6 $117.9 $120.2
All HUD Outlays $26.0 $31.1 $34.0
All HUD BA $27.9 $25.4 $35.2

Federal Tax Expenditures for Housing 19771981 1982-1986 1987-1991 19921996  1997-2001  2002-2007

Mortgage Interest Deductions $39.4 $55.4 $66.3
Property Tax Deductions $13.9 $16.5 $19.2
Capital Gains $3.9 $21.8 $20.1

Other Homeowner $0.9 $0.0 $0.0
Homeowner Subtotal $58.1 $93.7 $105.5

Investor Deductions $5.6 $13.8 $14.7
Total $63.7 $107.5 $120.2





Source: National Low Income Housing Coalition, Changing Priorities: The Federal Budget and Housing Assistance, 

1996-2006, 2001.

Table 9  |  Housing Market Indicators, 1975-2001 (Thousands)
[image: image10.jpg]Year Single-Family | Multifamily = Single-Family = Multifamily = Manufactured New Existing
1975 676 264 892 268 229 549 2,476
1976 894 403 1,162 375 250 646 3,064
1977 1,126 564 1,451 536 258 819 3,650
1978 1,183 618 1,433 587 280 817 3,986
1979 982 570 1,194 5bil 280 709 3,827
1980 710 480 852 440 234 545 2,973
1981 564 421 705 379 229 436 2,419
1982 546 454 663 400 234 412 1,990
1983 902 704 1,068 636 278 623 2,719
1984 922 759 1,084 665 288 639 2,868
1985 957 77l 1,072 670 283 688 Sl
1986 1,078 692 1,179 626 256 750 3,565
1987 1,024 510 1,146 474 239 671 3,626
1988 994 462 1,081 407 224 676 3,594
1989 932 407 1,003 B8 203 650 3,346
1990 794 317 895 298 195 534 3,211
1991 754 195 840 174 174 509 3,220
1992 911 184 1,030 170 212 610 3,620
1993 987 2113 1,126 162 243 666 3,802
1994 1,069 303 1,198 259 291 670 3,946
1995 997 385 1,076 278 319 667 3,812
1996 1,070 356 1,161 316 338 757 4,196
1997 1,062 379 1,134 340 336 804 4,382
1998 1,188 425 1,271 346 374 886 4,970
1999 1,247 417 15302 339 338 880 5,205
2000 1,198 394 1,231 338 273 877 5,113

2001 il 390 1,275 328 n/a 200 5,251




Note: Single-family is defined as both attached and detached one-unit dwellings; multifamily as any structure with two or more units. Manufactured housing is defined as HUD-code housing.

Source: U.S. Bureau of the Census, Construction Reports, 1975-2001.

Table 10  |  Terms on Conventional Single-Family Mortgages, 1980-2001 (Annual National Averages, All Homes)

[image: image11.jpg]Effective Term Mortgage Purchase
Interest to Loan Amount Price Percent of Loans With

Rate Maturity (1000s of (1000s of | Loan-to-Price | Loan-to-Price  Adjustable
Year (%) (Years) 2001 Dollars) 2001 Dollars) Ratio Ratio Above .9 Rates
1980 128 21.2 111.1 157.8 72.9 10 n/a
1981 14.9 26.4 104.6 148.7 731 15 n/a
1982 15,3 25.6 100.9 143.9 72.9 21 4
1983 127 26.0 106.5 147.8 74.5 21 40
1984 125 26.8 109.9 147.6 71.0 27 62
1985 11.6 25.9 585 158.2 528 21 il
1986 10.2 25.6 128.1 178.7 7.1 11 30
1987 9.3 26.8 138.9 189.9 75,2 8 43
1988 9.3 207 145.8 197.0 76.0 8 58
1989 10.1 21.7 149.3 204.0 74.8 7 38
1990 10.1 21.0 140.9 193.2 4.7 8 28
1991 9.3 26.5 8.2 190.8 74.4 9 28]
1992 8.1 25.4 1372 184.8 76.6 14 20
1993 71 25.5 33l 175.4 2 17 20
1994 75 2711 13173 169.7 79.9 25 39
1995 79 27.4 1253 165.9 79.9 27 32
1996 757 26.9 134.0 175.1 79.0 25 27
1997 i 21.5 139.7 181.5 79.4 25 22
1998 il 21.8 143.2 188.4 78.9 25 12
1999 73 28.2 148.1 195.8 7885 23 2
2000 8.0 28.7 {15285 204.6 71.8 22 24

2001 7.0 27.6 iiGbY 2155 76.2 21 12




Source: Federal Housing Finance Board, Monthly Interest Rate Survey.

Appendix 2   |   Assumptions Used in Analyzing the American Housing Survey

To approximate the extent of need, housing affordability, and cost burdens for this report, the Millennial Housing Commission worked with the U.S. Department of Housing and Urban Development to generate special tabulations of the 1985, 1995, and 1999 American Housing Surveys (AHS). The estimates cited in this report reflect the following assumptions and calculations.

Household Income Groups

The Commission used HUD-Adjusted Median Family Income (HAMFI) to define house-hold income groups. Using this method, the HAMFI value was adjusted to establish cutoffs for extremely low-income (not exceeding 30 percent of area median income (AMI)), very low-income (30.1 to 50 percent of AMI), low-income (50.1 to 80 percent of AMI), moderate-income (80.1 to 120 percent of AMI), and high-income (more than 120 percent of AMI) groups.

The first step was to estimate income cutoffs for the three years examined. To do this, the MHC chose to use published 1995 HAMFI cutoffs for all three years and then adjust for both inflation and real income growth to approximate 1985 and 1999 cutoffs.

While almost all households can be grouped using this simple method, additional criteria are necessary for those with zero or negative income. Households reporting zero or negative income and housing costs greater than or equal to the fair market rent (FMR) for their areas were included in the middle-income group. Those with housing costs below FMR were considered extremely low-income households.

Households were sorted by how their income compared with the HAMFI cutoffs. Household income includes wages and salaries, business income, social security and pensions, interest income, stock dividends, rental income, welfare or SSI payments, alimony or child support, and “other income,” such as worker’s compensation and unemployment payments. This measurement is before tax or other deductions.

Housing Costs

Real housing costs were examined for each record in the AHS. For renters, housing cost is defined as rent plus utilities as reported by each survey respondent. For owners, housing cost includes reported mortgage payments, taxes, insurance, and utility payments. These are the real housing costs for each household.

Households who reported paying no cash rent were included in the appropriate income group and labeled as having no 
housing costs.

Cost Burdens

To determine the extent and severity of affordability problems in America, the MHC calculated the ratio of income to housing costs for each household surveyed. Households were then grouped by these ratios to determine the extent of their cost burdens. A household is considered moderately cost-burdened if it pays between 30 percent and 50 percent of income for housing. A household is considered severely cost-burdened if it pays more than 50 percent of income for housing.

Again, households reporting zero or negative income were treated separately. Regardless of their income grouping, the Commission considered these households not burdened for purposes of this report (i.e., paying less than 30 percent of income for housing). This was done to ensure a more conservative estimate of the extent of housing affordability problems since there is no way to discern which of these households may be cost-burdened. Households who reported paying no cash rent were also considered to have no housing cost burden. 

Affordable Units by Income Range

Each unit included in the American Housing Survey was placed into an affordability category by comparing its gross rent or estimated ownership cost (described below) to the household income cutoffs noted above. A unit was considered affordable to an income group if the gross rent or estimated ownership cost fell between 30 percent of the monthly income that demarcated the top and bottom of the income group. To approximate the actual number of affordable units, the Commission excluded those identified as “seasonal” or “usual residence elsewhere” (URE), which are typically second homes and unavailable to households seeking affordable housing.

To sort units by income group, the Millennial Housing Commission attempted to include all housing costs in the measurement. To this end, utility costs for vacant units had to be imputed or allocated. These allocations are based on four factors: monthly housing costs (rent or mortgage payment), structure type (single- or multifamily), region of the country (census region), and tenure (owner or renter). 

Reported monthly principal and interest payments for owner-occupied units varied widely and therefore did not correlate well with property values. To standardize owner-occupied housing costs, the MHC assumed a 30-year mortgage with a 7-percent interest rate as well as a 10-percent downpayment, plus the cost of utilities, taxes, and insurance.

The final calculation to ensure that housing units were grouped appropriately was to adjust the threshold for affordable rents by bedroom size. The following adjustments were made to reflect the size of the households that would occupy the unit: 

0 bedrooms: 
AMI * 0.70

4 bedrooms: 
AMI * 1.16

1 bedroom: 
AMI * 0.75

5 bedrooms: 
AMI * 1.28

2 bedrooms: 
AMI * 0.90

6 bedrooms: 
AMI * 1.40

3 bedrooms: 
AMI * 1.04

7+ bedrooms: 
AMI * (1.40 + 0.12 per bedroom over 6)

Earnings Classifications

The Millennial Housing Commission was also interested in determining the working status of households. To this end, households were first sorted by total household income. Wage and salary earnings within each income group were then calculated, and households were again sorted into four groups: those with zero wage earnings, less than half the full-time equivalent of minimum wage, half- to full-time minimum wage, or greater than minimum wage. Households were then classified by cost burden, based on housing costs relative to total household income.

Household groups were also sorted by age to identify which were elderly (65 or older) and non-elderly (younger than 65). 
To examine the cost burdens and characteristics of some working households, a second set of tabulations was run using salary cutoffs based on the average incomes of several professions.

Appendix 3   |   Description of Housing Programs
Public Housing

Public Housing

Enactment: U.S. Housing Act of 1937

Program Description:  Full subsidy of capital costs and those operating costs of public housing that exceed tenant rent billed up to an allowable expense level. Subsidy paid to local public housing authority (PHA).

Tenant Eligibility: Income lower than 80% of area median, adjusted for family size. Forty percent of  new admissions every year must have incomes below 30% of area median. Local PHAs may apply further prioritizing criteria, such as family size or type, age, employment status, and income based on local housing need.

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of monthly adjusted income for rent, or a minimum rent (up to $50) set by the housing authority.

Number of Existing Units: 1,273,500

FY 2001 Budget Authority:  $3,000,000,000 (Capital Fund), $3,242,000,000 (Operating Fund), $310,000,000 
(Drug Elimination Grants)

FY 2001: Outlays $3,550,000,000 (Capital Fund), $3,137,000,000 (Operating Fund), $310,000,000
(Drug Elimination Grants)

Current Status:  Funding for public housing development stopped in 1995 when Congress rescinded the final development funds appropriated. PHAs were permitted to use capital funds for new housing development, but funding was not increased. The public housing stock reached its peak in 1991 (1,410,137 units). 

Revitalization of Severely Distressed Public Housing (HOPE VI)

Enactment:  U.S. Departments of Veterans Affairs and Housing and Urban Development, and Independent Agencies Appropriations Act of 1993 

Program Description:  Project-specific grants to PHAs to demolish, rehabilitate, or replace distressed public housing units while promoting mixed-income communities. Units may be privately owned and managed, and some may be market-rate rentals or affordable homeownership.

Tenant Eligibility: The same as public housing for units receiving public housing subsidy.

Rent Structure:  Units receiving public housing subsidy have public housing rents.

Number of Existing Units:  14,554 as of September 30, 2001

FY 2001 Budget Authority:  $575,000,000

FY 2001 Outlays:  $487,000,000

Current Status: Since 1993, HUD’s HOPE VI Revitalization Grant program has awarded 165 grants to 98 cities, representing approximately $4.55 billion in development funds. According to HUD program data, this will result in demolition of about 78,000 distressed public housing units and development of a roughly equal number of new units. As of September 2001, about 47,000 units had been demolished and about 14,500 units had been developed.

Rental Assistance

Section 202 Supportive Housing for the Elderly
Enactment: Housing Act of 1959

Program Description: Direct federal grants and project-based Section 8 subsidies to nonprofit sponsors to finance rental or cooperative housing for the elderly.

Tenant Eligibility: Only households with heads 62 years or older and with very low incomes.

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of adjusted monthly income.

Number of Existing Units: 65,000

FY 2001 Budget Authority:  $779,000,000

FY 2001 Outlays: See Section 811 below.

Current Status: Approximately 6,500 units are funded annually in recent years.

Section 811 Supportive Housing for Persons with Disabilities

Enactment: Cranston-Gonzalez Affordable Housing Act of 1990

Program Description: 
Direct federal grants and project-based Section 8 subsidies to nonprofit sponsors to finance rental or cooperative housing for the disabled.

Tenant Eligibility: Available only for very low-income people with disabilities.

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of adjusted monthly income. 

Number of Existing Units:  18,000

FY 2001 Budget Authority:  $217,000,000

FY 2001 Outlays: Section 202 and 811 had $774,000,000 in combined outlays.

Current Status: Approximately 1,650 units have been funded annually in recent years.

Section 221(d)(3) Section 221(d)(4) Multifamily Rental Housing for Moderate-Income Families

Enactment: National Housing Act of 1961

Program Description: HUD insures mortgages made by private lenders to help finance construction or substantial rehabilitation of multifamily rental or cooperative housing for moderate-income or displaced families. The principal difference between the two programs is that HUD may insure up to 100% of total project cost under Section 221(d)(3) for nonprofit and cooperative mortgagors, but only up to 90% under Section 221(d)(4), regardless of the type of mortgagor. 

Applicant Eligibility: Section 221(d)(3) and 221(d)(4) mortgages may be obtained by public agencies; nonprofit, limited dividend, or cooperative organizations; private builders; or investors who sell completed projects to such organizations. Section 221(d)(4) mortgages may also be obtained by profit-motivated sponsors.

Tenant Eligibility: Tenant occupancy is not restricted by income limits. Projects may be designed specifically for the elderly or handicapped.

FY 2001 Program Level: $2,353,706,686 in mortgages insured

Current Status: In FY 2001, the department insured mortgages for 179 projects with 32,343 units.

Section 221(d)(3) Below Market Interest Rate (BMIR)
Enactment:  National Housing Act of 1961

Program Description: Subsidized below-market interest rate mortgage insurance program providing rental housing for low-income families. Loans are made by private lenders at the reduced rate and then purchased at face value by the federal government.

Tenant Eligibility: New tenants generally could not have an income exceeding 95% of area median. The program was intended to serve those ineligible for public housing but unable to meet market rents.

Rent Structure: Tenants paid the established FHA rent or, if their incomes exceeded 110% of the area median, an amount equal to 120% of the FHA rent. In some of the projects, deeper subsidies were added to some units so that tenants would pay no more than 30% of their income.

Number of Existing Units: 144,978 (73,939 also have Section 8 funding)

Current Status: There have been no additional financial commitments for this program since 1968. Many BMIR projects ran into financial difficulties in the early 1970s. All projects suffered from the surge in operating costs after 1973 and many received assistance under the Section 8 Loan Management program.

Rent Supplement Program

Enactment:  Housing and Urban Development Act of 1965

Program Description: 
The first direct rent supplement. This subsidy paid the difference between the economic rent (the rent necessary to cover debt service, operating costs, and limited profit) and 25% of tenant income (now raised to 30%).

Tenant Eligibility: Rent supplement subsidies were converted to Section 8 subsidies by 1983. Section 8 eligibility rules now apply.

Rent Structure: Tenants paid between 25% and 30% of monthly adjusted income or 30% of the market rent, whichever was greater.

Number of Existing Units: 20,860

Current Status: No new commitments since 1973.

Section 236 Rental Program

Enactment:  Housing and Urban Development Act of 1968

Program Description: Interest-rate subsidy to nonprofit or limited-dividend developers. The mortgage interest rate was subsidized down to 1% for loans made through private lenders and insured by FHA. Basic rents on the projects were calculated to cover the mortgage, operating costs, and a limited profit.

Tenant Eligibility: Incomes at or below 80% of the area median. In addition, tenants had to be able to pay a “basic rent” (the lowest rent made possible by the mortgage interest subsidy that supported the project’s development), unless supplemented with some form of rental subsidy (e.g., Rental Assistance, Rent Supplement, or Section 8 Loan Management Set Aside).

Rent Structure: Tenants paid the higher of basic rent or 30% of adjusted monthly income (up to an established ceiling). Rents in excess of basic rents were remitted to the government. 

Number of Existing Units: 464,020 (403,697 also have Section 8 Loan Management funding)

Current Status: No new commitments since 1973. 

Section 8 New Construction and Substantial Rehabilitation

Enactment:  Housing and Community Development Act of 1974

Program Description: Subsidy to fill gap between tenant rent and contract rent for the unit. Subsidy commitment to owner for 20-40 years provides incentive for construction and for owner to reserve units for low-income tenants. Many projects were built with Section 202 direct loans for elderly housing.

Tenant Eligibility: Income below 80% of the area median, adjusted for family size. Forty percent of new admissions each year must have incomes below 30% of area median.

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of monthly adjusted income in rent. 

Number of Existing Units: 850,766 (including 207,131 built under the original Section 202 direct loan program)

Current Status: No new commitments since 1983.

Section 8 Moderate Rehabilitation

Enactment:  1978

Program Description: Rental subsidy administered by the housing authority and tied to rehabilitated units. Subsidy commitment to owner is 15 years.

Tenant Eligibility: Income lower than 50% of the area family median, adjusted for family size.

Rent Structure: Rents are limited to 125% of the local fair market rent (FMR) for comparable Section 8 Existing units.

Current Status: No new commitments since 1991.

Section 8 Certificate and Voucher (Existing Housing) Program

Enactment: Housing and Community Development Act of 1974 (certificates) and 1987 (vouchers). In 1998, the Quality Housing and Work Responsibility Act (QHWRA) merged the two programs into the housing choice voucher program.

Program Description: Vouchers that pay property owner the difference between 30% of the tenant’s income and the lower of the unit rent or a payment standard. Any unit meeting program housing quality standards with a reasonable (i.e., market comparable) rent that leases for no more than the FMR is eligible. Recipients are chosen by local PHAs from Section 8 waiting lists. Recipients have the freedom and responsibility to find housing that meets program quality and rent standards. If recipients’ existing housing units meet standards and are available at a reasonable rent, they do not need to move. 

Tenant Eligibility: Income must not exceed 50% of the area median adjusted for family size or, on an exception basis, 80% of the area median. At least 75% of families admitted to the voucher program must have extremely low incomes (not exceeding 30% of area median).  

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of adjusted monthly income in rent. Tenants may choose to rent units for more or less than the payment standard. When initially leasing a unit where the gross rent exceeds the payment standard, a tenant may not pay more than 40% of adjusted monthly income.

Number of Existing Units: 1.8 million

FY 2001 Budget Authority: $11,970,000,000

FY 2001 Outlays: $16,720,000,000

Current Status: In recent years, an average of 38,000 vouchers has been added to the budget annually. In 2001, the voucher utilization rate (defined as the percentage of available vouchers under lease or the percentage of annual budget authority spent) was 93%. In 2002, the utilization rate is estimated at 95%. In comparison, the national voucher success rate (defined as the percentage of families provided vouchers who succeed in leasing units) was estimated to be 71% in 2000, down from 86% in 1993.

Section 8 Loan Management, Property Disposition, and Conversions

Enactment:  Housing and Community Development Act of 1974

Program Description: Section 8 Loan Management Set Aside program reduces claims on the department’s insurance funds by aiding FHA-insured or Secretary-held projects with potentially serious financial difficulties. The Section 8 Property Disposition Program provides assistance with the sale of HUD-owned multifamily rental housing projects and the foreclosure of HUD-held mortgages on rental housing projects. The conversion of Rent Supplement and Rental Assistance Payments contracts to Section 8 Loan Management was completed over a decade ago. These converted units are now accounted for as Loan Management contracts and units. 

Tenant Eligibility: Income below 80% of the area median adjusted for family size. Forty percent of new admissions each year must have incomes below 30% of area median.

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of adjusted monthly income. Section 8 subsidizes the difference between the tenant rent and the basic rent (Section 236 mortgages) or the tenant rent and the economic rent (Section 221 BMIR mortgages). 

Number of Existing Units: Approximately 5,200 Loan Management contracts cover 388,000 units. Approximately 650 Property Disposition contracts cover 59,000 units.

FY 2001 Outlays: Annual outlays for these units amount to approximately $1.5 billion for the Loan Management Program and $330 million for the Property Disposition Program.

Current Status: The department has not provided new funding for several years. At present, the only activity associated with these programs is the renewal of previous contracts. The FY 2003 budget request to renew expiring Loan Management units amounts to $1.5 billion for an expected 331,879 units. The Property Disposition renewal request for the 34,066 units is $232 million.

Mark-to-Market

Enactment: Multifamily Assisted Housing Reform and Affordability Act of 1997

Program Description: Preserves low-income rental housing affordability while reducing the long-term costs of federal rental assistance, including project-based assistance, and minimizing the adverse effect on FHA insurance funds. This includes (1) reducing project rents to no more than comparable market rents, (2) restructuring the HUD-insured or HUD-held financing so that monthly payments on the first mortgage can be paid from the reduced rent levels, (3) performing any needed rehabilitation of the project, and (4) ensuring competent management.

Tenant Eligibility: Income below 80% of area median, adjusted for family size. Forty percent of new admissions each year must have incomes below 30% of area median.

Project Eligibility: The project must have one or more FHA-insured mortgages, orone or more project-based Section 8 or other approved housing assistance contracts expiring on or after October 1998, and assisted rents must exceed comparable market rents. 

Rent Structure: Tenants pay the greater of 10% of monthly income or 30% of monthly adjusted income. 

FY 2001 Obligation: $293,000,000 for loan restructures

FY 2001 Program Level: As of May 2001, $53,900,000 in payments from the FHA fund had been made since the Office of Multifamily Housing Assistance Restructuring (OMHAR) came into existence. The Mark-to-Market program is expected to result in Section 8 program savings of $218 million in FY 2002.

Number of Existing Units: About half of the HUD-insured Section 8 portfolio is estimated to have above-market rents and eventually enter the Mark-to-Market program. OMHAR estimates that about 62% of those would receive full mortgage restructuring and the remaining 38% would receive rent restructuring only.

Current Status: As of June 15, 2001, OMHAR had contracts with 33 administrative entities and the number of properties in the program was 1,558. OMHAR had completed restructurings for 138 of the properties requiring full mortgage restructurings and 500 of those requiring only rent reductions. OMHAR estimates that the restructurings will result in about $563,000,000 in federal savings over a 20-year period. In January 2002, President Bush signed legislation extending the program for another five years.

Section 515 Rural Rent Housing Direct Loans

Enactment: Housing Act of 1949

Program Description: Direct loans made to developers at 1% interest rate through the Rural Housing Service (RHS) of the U.S. Department of Agriculture. Payments are made directly from the federal government to the developer.

Tenant Eligibility: Tenants must have incomes at or below 80% of area median. Households with incomes below 50% of median may receive additional assistance through the HUD Section 8 program or the FmHA Section 521 program.

Rent Structure: Tenants may obtain rental assistance through the Section 521 program, which provides funds directly to developers so that tenants pay no more than 30% of adjusted income for rent and utilities. The developer receives enough rent to cover mortgage costs, with any excess going back to the government to offset the reduced interest rate.

Number of Existing Loans: 484,672 (including 45,000 Section 8 units)

FY 2001 Authorized Level: $114,000,000 (direct loan level supportable by subsidy budget authority)

FY 2001 Program Level: In FY 2001, $1,212,000,000 new disbursements were made for all RHS direct loan programs, including the Section 515 program.

Current Status: Through 2000, 523,609 loans had been made through the Section 515 direct loan program.

Homeownership Assistance

Section 235 Low-Income Homeownership Program

Enactment: Housing Act of 1968

Program Description: Interest rate subsidy to low- and moderate-income homeowners. In its initial form, the interest rate could be reduced as low as 1% to limit mortgage payments to 20% of income. Subsidy is attached to the unit, not the family, and is non-transferable.

Homebuyer Eligibility: Homebuyers must have incomes at or below 95% of area median. 

Number of Existing Units: 31,176

Current Status: No funding since 1974. 

Section 502 Rural Homeownership  Program,  Direct Loan Program

Enactment: Housing Act of 1949

Program Description: Direct loans from the Rural Housing Service of the U.S. Department of Agriculture to rural homeowners to assist in the purchase, rehabilitation, or improvement of housing units. Section 502 direct loans may also be used to refinance debts when necessary to avoid losing a home or when necessary to make rehabilitation of a house affordable.

Homebuyer Eligibility: Homebuyers must have incomes at or below 80% of area median. At least 40% of appropriated funds are reserved for households with incomes at or below 50% of area median; the remaining funds may be used for households with incomes between 50% and 80% of area median. 

FY 2001 Loans Outstanding: 547,622 

FY 2001 Authorized Level: $1,065,000,000 (direct loan level supportable by subsidy budget authority)

FY 2001 Program Level: In FY 2001, $1,212,000,000 in new direct loan disbursements were made for all RHS direct loan programs, including but not limited to the Section 502 direct loan program.

Current Status: The FY 2002 obligation for the program is estimated at $1,076,998,750. Approximately 15,000 new direct loans have been made annually in recent years. 

Community Development

Urban Renewal


Enactment: Housing Act of 1954

Program Description: Funding for the acquisition, clearance, and development of large parcels of urban land to achieve large-scale redevelopment of blighted communities. Displaced households had to be relocated to other affordable units. The program’s primary focus was not housing development.

Eligibility: Open space or rundown or deteriorated residential areas. 

Number of Existing Units: During the program’s duration, approximately 400,000 units were demolished and 10,760 units were constructed. 

Current Status: No funding since 1974.

Model Cities


Enactment: Housing and Urban Development Act of 1966

Program Description: Demonstration program to help 150 cities improve living conditions. Cities were chosen for participation with the consent of the elected leadership. Participating cities were allowed to plan and develop, with citizen participation, individual programs according to their particular needs.

Eligibility: Communities chosen on a competitive basis to receive grants based on needs.

Number of Existing Units: Unknown. 

Current Status: The program  was funded for a total of $2.3 billion, to be used over a six-year period. No new funding since 1974.

Community Development Block Grants (CDBG)

Enactment: Housing and Community Development Act of 1974

Program Description: Block grants to localities to fund neighborhood redevelopment, economic development, and community services. Eligible uses include acquisition, rehabilitation, or demolition of real estate and public facility provision. 

Applicant Eligibility: Any central city of an MSA, any local government of over 50,000 people (842 jurisdictions), and urban counties with at least 200,000 people (147 counties) automatically qualify for formula-based funds. All other jurisdictions receive their funds through the state.

Recipient Eligibility: At least 70% of all funds must be used for people with low or moderate incomes. The national average share used for these groups is 90%. 

FY 2001 Budget Authority: $5,112,000,000

FY 2001 Outlays: $4,939,000,000

Current Status: The CDBG program receives widespread political support for providing local flexibility in community development. Since its inception, approximately 28% of CDBG funds have gone to housing. In FY 2001, housing’s share was 35%. 

HOME Investment Partnerships

Enactment: National Affordable Housing Act of 1990

Program Description: Block grants to localities to expand the supply of affordable housing. Uses include acquisition, rehabilitation, and new construction of rental units; development of homeownership units; direct assistance to homebuyers; and tenant-based rental assistance.

Applicant Eligibility: States, cities, urban counties, and consortia (of contiguous units of general local governments with a binding agreement) are eligible to receive formula allocations.

Beneficiary Eligibility: The maximum income for HOME-assisted rental housing units is set at 80% of area median adjusted for family size. However, 90% of families receiving rental assistance from a fiscal year’s allocation must have incomes of no more than 60% of area median family income. In projects with five or more HOME units, at least 20% of the units must be affordable to households earning no more than 50% of the area median income. Assisted homeowners and homebuyers must earn less than 80% of the area median income.

Number of Existing Units: 627,000 units created, rehabilitated, or purchased with funds committed; 72,000 families have received tenant-based rental assistance.

FY 2001 Budget Authority: $1,796,000,000

FY 2001 Outlays: $1,424,000,000

Current Status: Funding for the program continues. Households with incomes below 30% of area median occupy 45% of HOME rental housing; 97% of recipients have less than 50% of area median income. Recent annual production has been 55,000-85,000 units annually.

Empowerment Zones and Enterprise Communities

Enactment: Omnibus Budget Reconciliation Act of 1993

Program Description: Project grants and tax relief to distressed neighborhoods to encourage economic revitalization and job creation, as well as move residents toward self-sufficiency. Recipients of Empowerment Zone designation receive $10 million per year for 10 years as well as access to $2.2 billion in tax-exempt bond authority. Enterprise Communities alternatively receive a smaller grant of $3 million per year. 

Recipient Eligibility: Criteria for urban areas: Areas of pervasive poverty and unemployment and general distress; maximum population of 200,000 or 20 square miles or less in area; a continuous boundary, or consists of not more than six noncontiguous parcels, with the total noncontiguous are a no more than 2,000 acres; located entirely within the jurisdiction of the application group; 90% of census tracts in the zone must have a poverty rate of at least 25% and none may have less than 20%; may not include any part of the CBD unless the poverty rate in all parts of the district exceeds 35%. Note: Rural area criteria are set by the Department of Agriculture.

Beneficiary Eligibility: Residents and businesses in designated urban areas.

FY 2001 Budget Authority: $185,000,000

FY 2001 Outlays: $31,000,000

Current Status: Education and job training have been provided to 42,000 residents of zones, and 30,000 people have received help finding employment. In the first round of funding in 1994, 8 urban Employment Zones (EZs) and 65 Enterprise Communities (ECs), and 33 rural EZ / ECs were designated. In 1999, a second round of funding established another 15 urban EZs. 

Special Populations

Homeless Assistance Grants

Enactment: McKinney Act of 1987

Program Description: Funds provided for emergency shelter, supportive housing, Section 8 Moderate Rehabilitation for single-room occupancy developments, and the Shelter Plus Care program, all of which provide both housing and services for the homeless. Grants are disbursed to local groups that belong to continuums of care through a combination of formula and competitive NOFA programs.

Applicant Eligibility: States, local governments (as well as local consortia), nonprofits, and PHAs are all eligible. Funds can be used for acquisition, rehabilitation, new construction, operations, assistance, and services.

Number of Existing Units: FY 2001 funding will be used to support or create 70,000 beds (emergency, transitional, and permanent) for the homeless. FY 2001 funding will serve 229,000 people at any one time, with 683,000 people served over the terms of the contracts.

FY 2001 Budget Authority: $1,023,000,000

FY 2001 Outlays: $965,000,000

Current Status: In 2001, 3,275 communities applied for funds totaling $1.33 billion; 78% of the community program proposals were approved.

Native American Housing Assistance and Self-Determination Act (NAHASDA)

Enactment: Native American Housing Assistance and Self-Determination Act of 1996

Program Description: Block grant assistance to Indian tribes to permit affordable housing- related activities including development, assistance, services, housing management, and safety.

Eligibility: Low-income families living within Indian tribal jurisdictions.

FY 2001 Budget Authority: $650,000,000

FY 2001 Outlays: $684,000,000

Number of Existing Units: Since 1997, 25,000 units have been rehabilitated or developed using block grant funds.

Current Status: Tribes use the block grants for a variety of housing and housing-related services. Funding has consistently been less than necessary to meet needs.

Housing Opportunities for Persons with AIDS (HOPWA)

Enactment: AIDS Housing Opportunity Act, as amended by the Housing and Community Development Act of 1992

Program Description: Resources and incentives for states and localities to devise long-term comprehensive strategies for meeting the housing needs of persons with AIDS or related diseases and their families.

Applicant Eligibility: Entitlement grants are awarded by formula to states and qualifying cities for eligible metropolitan statistical areas (EMSAs) with the largest numbers of cases of AIDS. The most populous city serves as the applicant / grantee for the award. Competitive grants are also awarded to (a) states, local governments, and nonprofit organizations for special projects of national significance, and (b) projects submitted by states and localities in areas that do not qualify for HOPWA formula allocations. Nonprofit organizations can apply for projects of national significance and may also serve as a project sponsor for other types of grants.

Beneficiary Eligibility: Beneficiaries are low-income persons with HIV or AIDS and their families. Regardless of income, persons with AIDS may receive housing information. Persons living near community residences may receive educational information.

Rent Structure: When the grant is used for rental housing, rents cannot exceed 30% of tenant incomes.

Number of Existing Units: HOPWA funds have been used for either operating costs or capital development of approximately 8,000 units. 

FY 2001 Budget Authority: $258,000,000

FY 2001 Outlays: $241,000,000

Current Status: In FY 1999, HOPWA provided housing assistance to 51,875 people; 68% of the funds went to housing assistance.

Mortgage Insurance and Loan Guarantees

FHA-Single Family


Enactment: National Housing Act of 1934

Program Description: Mortgage insurance provided through private lenders to enhance the credit of homebuyers and help them qualify for mortgages. The Section 203(b) program is currently the primary FHA single-family mortgage insurance program and provides mortgage insurance without a subsidy.

Eligibility: There are no income limits for this program. Insurance premiums vary based on the applicant’s loan-to-value (LTV) ratio.

Loans Outstanding: 810,995 at the end of 2000

FY 2001 Authorized Level: $160,000,000,000 (guaranteed loan level supportable by subsidy budget authority)

FY 2001 Program Level: $107,449,000,000 in insurance written

Current Status: Since 1934, FHA and HUD have insured the mortgages on 30 million homes.

FHA-Multifamily


Enactment: National Housing Act of 1934

Program Description: Mortgage insurance provided for credit enhancement of privately developed multifamily properties. The primary programs are the Section 221(d)(4) and Section 221(d)(3) programs for the construction and substantial rehabilitation of multifamily rental or cooperative housing, and the Section 223(f) program for the purchase and refinance of existing multifamily rental properties.

Tenant Eligibility: There are no specific tenant requirements for FHA multifamily loans.

Number of Existing Units: An estimated 1.4 million units are in developments with active insurance contracts. 

FY 2001 Authorized Level: $10,685,000,000 (guaranteed loan level supportable by subsidy budget authority)

FY 2001 Program Level: $4,195,000,000 of insurance written

Current Status: Since 1934, FHA has insured 38,000 multifamily properties with 4.1 million apartments.

VA Loan Guarantees


Enactment: Serviceman’s Readjustment Act of 1944

Program Description: Encourages private lenders to make mortgages to Veterans by guaranteeing payment on a portion of the loan in the case of default.

Eligibility: A varying amount of duty served depending on the type and timing of service.

Number of Outstanding Loans: 3,090,338 in FY 2000

FY 2001 Authorized Level: $31,948,000,000 (guaranteed loan level supportable by subsidy budget authority)

FY 2001 Program Level: $31,138,000,000 of new guaranteed loans disbursed

Current Status: From its beginning through 1996, VA guaranteed 15.3 million loans.

Section 502 Guaranteed Rural Housing Loan Program

Enactment: Housing Act of 1949

Program Description: Variant of the Section 502 Direct Loan program (described above), designed to assist low- and moderate-income rural households in purchasing homes. In this case, the Rural Housing Service does not make a loan directly to an eligible borrower, but instead guarantees a loan made by a commercial lender.

Homebuyer Eligibility: Homebuyers must have incomes at or below 115% of the area median and be unable to qualify for conventional mortgage credit. 

Number of Existing Units: 215,708 as of April 2001

FY 2001 Authorized Level: $3,136,000,000 (guaranteed loan level supportable by subsidy budget authority)

FY 2001 Program Level: See Section 538 below.

Current Status: The FY 2002 obligation is estimated at $3,137,968,750.

Section 538 Rural Rental Housing Guarantee Program

Enactment: Housing Act of 1949

Program Description: Guarantees up to 90% of the total loan amount for development of rural rental housing. Applicants must be approved by Fannie Mae, Freddie Mac, HUD, or a state HFA. The guarantees are awarded by NOFA applications on a monthly basis. In FY 2000, an earlier demonstration program became the Section 538 Guaranteed Rural Rental Housing Loan.

Tenant Eligibility: Very low- or moderate-income families. Elderly or disabled persons are permitted with incomes up to 115% of area median income.

Number of Existing Units: 672 units as of January 2002

FY 2001 Authorized Level: $100,000,000 (guaranteed loan level supportable by subsidy budget authority)

FY 2001 Program Level: In FY 2001, $2,171,000,000 in new loan disbursements were made for the Section 502 and Section 538 programs combined.

Current Status: In 2000, the Section 538 program guaranteed 2,895 units.

Tax and Bond Programs

Private Activity Bonds


Enactment: Private activity bonds were referred to as Industrial Development Bonds before the Tax Reform Act of 1986. (See Tax-Exempt Multifamily Bonds, below.)

Program Description: Tax-exempt bond issuances from the state that have a public benefit but can be used by private individuals. A per capita allocation is provided to each state, with a “small state minimum” of $225 million. Uses include single-family and multifamily housing, manufacturing facilities, student loans, transportation, and municipal services, among others.

FY 2002 Authorized Level: $24,216,606,217

FY 2001 Program Level: $3,750,000,000 (outlay equivalent of tax expenditures) 

Current Status: Per capita allocation was put in place in 1986 and set at $50. This amount was raised in 2001 and will now increase with inflation.

Mortgage Revenue Bonds

Enactment: Single-family bonds were authorized by the Tax Code of 1954 and generally followed Industrial Development Bond rules until enactment of the Mortgage Subsidy Bond Tax Act of 1980. This act created “mortgage subsidy bonds” and restricted their issuance through various requirements, including purchase price limits.

Program Description: Low interest-rate bonds issued as part of the private activity bond authority are used to provide below-market interest rate mortgages to first-time homebuyers to lower the costs of homeownership.

Homebuyer Eligibility: First-time homebuyers with up to median income (either state or area). The cost of the home cannot exceed 90% of the area average purchase price. In disadvantaged areas, income and price limits can be higher.

2000 Program Level: $10,767,892,177 (total 2000 issuance); $1,150,000,000 (outlay equivalent)

Current Status: Through 2000, 2,177,873 loans had been made through the MRB program. Most loans are used to assist homebuyers with incomes below the program limits. 

Tax-Exempt Multifamily Bonds

Enactment: Tax-exempt multifamily bonds were authorized under the Tax Code of 1954 as Industrial Development Bonds. The 1986 Tax Reform Act prohibited issuance of industrial development bonds except for certain purposes, such as creation of rental housing. 

Program Description: Authority for state HFAs to issue bonds (private activity, taxable, nonprofit, or government purpose) for multifamily housing. Bonds for nonprofits are uncapped; issuances for all other groups have limits.

Project Eligibility: Developers have two ways to meet affordability requirements—20% of the units in the development must be available to tenants with less than 50% of area median income, or 40% of the units must be occupied by tenants with incomes of less than 60% of area median.

Rent Structure: Rents must be held at a reasonably affordable level “consistent with other federal programs.” This is generally interpreted as no more than 30% of the selected income thresholds.

Number of Existing Units: 766,392 as of the end of 2000

2000 Program Level: $1,668,713,563 (total new issuances); $280,000,000 (outlay equivalent)

Current Status: This program financed 52,000 units in 2000. Three-quarters of these units were affordable to families with 60% or less of area median income.

Low Income Housing Tax Credit

Enactment: Tax Reform Act of 1986

Program Description: A ten-year tax credit as an incentive to private developers to acquire, build, or rehabilitate low-income rental units. Developers enter into a minimum 30-year, extended low-income use agreement. Four percent tax credits are uncapped and can be used in combination with tax-exempt multifamily bonds. Nine percent tax credits are authorized based on a per capita allocation by state; they are administered by state HFAs and can be used in conjunction with certain additional subsidies. Developers also have access to a national pool of unused tax credits.

Project Eligibility: Developers have two ways to meet affordability requirements—20% of the units in the development must be available to tenants with less than 50% of area median income, or 40% of the units must be occupied by tenants with incomes of less than 60% of area median.

Rent Structure: Gross rents on designated units may not exceed 30% of the “imputed income limitation,” which is the maximum income a family within the rent restrictions could have.

Number of Existing Units: 1,122,240 units received allocations (of 9% credits) between 1987 and 2000.

FY 2002 Authorized Level: $513,800,832 in per capita credits

FY 2001 Program Level: $4,360,000,000 (outlay equivalent)

Current Status: Tax credits serve an even lower-income population than is required and produce 60,000-100,000 units per year. Per capita allocations have recently been raised. Starting in 2003, both the per capita allocation and small state minimum will be adjusted for inflation. 

Fair Housing

Fair Housing Initiatives Program (FHIP)

Enactment: Civil Rights Act of 1968

Program Description: Funds fair housing enforcement efforts. The program concentrates on areas where significant discrimination has occurred or where there is a lack of local fair housing assistance or enforcement services. Funds can be used for starting new organizations aiding grantees to use good methods to investigate or resolve fair housing complaints. 

Applicant Eligibility: Eligible entities include state and local government, public or private nonprofit organizations or institutions, and other public or private entities formulating or carrying out programs to prevent or eliminate discriminatory housing practices.

Beneficiary Eligibility: Any person or group of persons aggrieved by a discriminatory housing practice because of race, color, religion, gender, disability, familial status, or national origin.

FY 2001 Budget Authority: $24,000,000

FY 2001 Outlays: See FHAP below.

Current Status: In FY 2000, FHIP made 26 awards totaling about $5.5 million. One of the projects was national in scope while the rest were regional, local, or community-based. Six grants emphasized disability rights or homeownership.

Fair Housing Assistance Program (FHAP)


Enactment: Civil Rights Act of 1968

Program Description: Funds to promote coordination of federal, state, and local efforts to enforce and uphold fair housing laws. Funding is provided through a formula grant for enforcement and training activities.

Applicant Eligibility: State and local fair housing enforcement agencies administering state and local fair housing laws and ordinances that have been certified by HUD. The agencies must be dedicated to upholding the Fair Housing Act and have executed formal written agreements with HUD to process housing discrimination complaints.  

Beneficiary Eligibility: Any person or group of persons aggrieved by a discriminatory housing practice because of race, color, religion, gender, disability, familial status, or national origin.

FY 2001 Budget Authority: $22,000,000

FY 2001 Outlays: FHIP and FHAP together had outlays of $39,000,000.

Current Status: Since passage of the strengthened Fair Housing Act in 1989, 89 jurisdictions have amended their fair housing laws to make them substantially equivalent to the act. In 2000, 88 jurisdictions received financial assistance under this program.

Federal Income Tax Treatment

Rental Housing Deductions

Distinction Between Cash Flow and Taxable Income: Depreciation and amortization are deductible expenses for federal income tax purposes; deposits to the reserve for replacements and mortgage principal payments are not. A substantial fraction of rental property cash flow is therefore sheltered from taxes, at least in the early years when depreciation and amortization deductions are high and when reserve deposits and principal payments are low. 

Refinancing: Excess proceeds are not subject to income taxation but, instead, create a deferred income tax liability payable when the property is sold.

Basis: The rental property owner’s basis is the original acquisition cost, plus additional capital investments made over time, minus depreciation deductions. Any amount that exceeds this is taxed at the capital gains rate.

“Step up on Death”: Under current tax law, if an owner dies, his or her estate receives the rental property at its fair market value and no capital gain is recognized. This creates a powerful incentive for owners of rental property to hold properties until death.

Depreciation: Under current tax law, investments in buildings can be depreciated on a straight-line basis over a standard 27.5-year useful life. Investments in fixtures and site improvements can be depreciated over shorter useful lives.

Passive Losses: Prior to 1986, owners whose rental properties generated tax losses could offset those losses against other taxable income. In 1986, however, Congress provided that passive losses could be offset only against passive income and not against other types of income. This restriction does not apply to active investors (generally, real estate professionals who directly manage their real estate investments).

Homeowner Deductions

Mortgage Interest: Homeowners who itemize on their tax returns can deduct the interest paid on their mortgages. 

Capital Gains on Sales: Only gains on home sales that exceed $250,000 per individual are taxable.

Property Taxes: Homeowners may deduct the value of state and local property taxes paid on their homes. 

Information verified by Abt Associates, Inc.

Sources: Catalog of Federal Domestic Programs website (http://www.cfda.gov/); Code of Federal Regulations; HUD website (http://www.hud.gov/); HUD Office of the Deputy Assistant Secretary for Public and Assisted Housing Delivery, Real Estate and Housing Performance Division; National Council of State Housing Agencies; Congressional Legislation website (http://thomas.loc.gov); U.S. General Accounting Office, Multifamily Housing: Issues Related to Mark-to-Market Program Reauthorization, Report #GAO-01-800, July 11, 2001; Barry G. Jacobs, HDR: Handbook of Housing and Development Law: 1999 (New York: West Group, 1998); National Association of Home Builders, Low and Moderate Income Housing: Progress, Problems and Prospects (Washington, D.C.: 1986).

Appendix 4   |   Acronyms Used in Report

ACC

Annual Contributions Contract
AIDS

Acquired Immune Deficiency Syndrome

AMI


area median income

AMT

alternative minimum tax

BMIR

below-market interest rate

CBD

central business district

CBO

Congressional Budget Office

CDBG

Community Development Block Grant

CDC

community development corporation

CDFI

Community Development Financial Institution

CRA

Community Reinvestment Act

DOI


U.S. Department of the Interior

DOL

U.S. Department of Labor

DOT

U.S. Department of Transportation

EITC

earned income tax credit

ELI


extremely low income

EMSA

eligible metropolitan statistical area

EZ/EC

Empowerment Zone / Enterprise Community

FASIT

Financial Asset Securitization Investment Trust

FHA

Federal Housing Administration

FHAP

Fair Housing Assistance Program

FHIP

Fair Housing Initiatives Program

FHLB

Federal Home Loan Bank

FHLMC

Federal Home Loan Mortgage Corporation (Freddie Mac)

FmHA

Farmers Home Administration

FMR

Fair Market Rent

FNMA

Federal National Mortgage Association (Fannie Mae)

FSS


Family Self-Sufficiency program

GAO

General Accounting Office

GCCA

Government Corporation Control Act

GDP

Gross Domestic Product

GI/SRI

General Insurance and Special Risk Insurance fund

GNMA

Government National Mortgage Association (Ginnie Mae)

GSE

government-sponsored enterprise

HAP

Housing Assistance Payment

HDR

Housing and Development Reporter

HFA

housing finance agency

HHS

U.S. Department of Health and Human Services

HI


high income

HIV


human immunodeficiency virus

HOME

Home Investment Partnerships Program

HOPWA

Housing Opportunities for Persons with AIDS

HQS

Housing Quality Standards

HUD

U.S. Department of Housing and Urban Development

IBC


International Building Code

IHDA

Individual Homeownership Development Account

IRA


Individual Retirement Account

IRC


Internal Revenue Code

LI


low income

LIHTC

Low Income Housing Tax Credit

LTV


loan to value

MAP

Multifamily Accelerated Processing

MFIP

Minnesota Family Investment Program

MI


moderate income

MRB

Mortgage Revenue Bond

MSA

metropolitan statistical area

MTO

Moving to Opportunity program

NAHASDA
Native American Housing Assistance and Self Determination Act

NCDI

National Community Development Initiative

NOFA

Notice of Funding Availability

OFHEO

Office of Federal Housing Enterprise Oversight

OMB

Office of Management and Budget

OMHAR

Office of Multifamily Housing Assistance Restructuring

PHA

public housing authority or agency

PHAS

Public Housing Assessment System

PHMAP

Public Housing Management Assessment Program

PTI


preservation tax incentive

QAP

Qualified Allocation Plan

QHWRA

Quality Housing and Work Responsibility Act of 1998

RAP

Rental Assistance Payment

REMIC

Real Estate Mortgage Investment Conduit

RESPA

Real Estate Settlement Procedures Act

RHS

Rural Housing Service

TANF

Temporary Assistance to Needy Families

TILA

Truth in Lending Act

VA


Veterans Administration

VLI


very low income

WIA


Workforce Investment Act

Appendix 5   |   Materials Available on CD-ROM & MHC Website 

In addition to its report, the Millennial Housing Commission makes available a number of items on its CD-ROM and website (www.mhc.gov).

CD-ROM
 

· Description of methods by which the Commission sought public input.

· List of Commission-sponsored meetings and hearings, including names of participants.

· Text of letter the Commission distributed seeking input on key issues, as well as a list of the people and organizations to which it was sent. 

· Hearing testimony and statements submitted during other Commission-sponsored meetings.

Website
 

· Commissioner bios.

· Commission task forces.

· List of MHC hearings and links to testimony.

· Consultant products.

· List of focus meetings and links to statements.

· Responses to MHC solicitation letter, including summaries of responses on a variety of topics. 

· PowerPoint presentation titled “Federal Housing Assistance.”
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