July 10, 2001

The Honorable Susan Molinari, Co-Chair

Mr. Richard Ravitch, Co-Chair

Millennial Housing Commission

800 North Capitol Street, NW

Suite 680

Washington, DC 20002

Dear Chairpersons Molinari and Ravitch,

On behalf of Habitat for Humanity International, we would like to thank you for the opportunity to respond to your request for input on specific aspects of housing policy.  I commend you both for your strong commitment to developing comprehensive legislative and regulatory strategies, with the feedback of diverse groups from around the country, to help combat the affordable housing crisis.

As you may know, the mission of Habitat for Humanity is twofold: to eradicate substandard housing worldwide and to make the issue of affordable, decent housing a matter of public conscience.  Habitat for Humanity has spent the past 25 years proving that our self-help construction and affordable financing approach is one of the most successful ways to help low-income families attain the dream of homeownership. 

While homeownership rates are currently at record high levels, there still exists a significant gap in the achievement of homeownership among many groups, including low-income families, minorities, and female-headed households.  These are the families living beyond the reaches of the economic mainstream, with little or no access to credit and unable to qualify for a mortgage in the conventional market.  Many hard-working families find homeownership an impossible dream and instead live in squalid, overcrowded housing conditions and pay a significant amount of their income towards rent.  Oftentimes, a Habitat house, with a zero interest, no profit mortgage, is the only opportunity a family will ever have to own their own home. 

It is our hope that as the Millennial Housing Commission undertakes the evaluation of this country’s efforts to house its people, they will look to groups such as Habitat for Humanity as not only successful builders of affordable homes for homeownership, but as a transforming force in the lives of thousands and thousands of homeowners, volunteers, and donors.  

As you begin your deliberations, please consider the importance of the following items:

· Continued support of partnerships between the federal government and non-profit developers of affordable housing through programs such as the Self-Help Homeownership Opportunity Program (SHOP) and Capacity Building.

· Support for the Administration’s proposal to promote homeownership and spur housing production through a federal homeownership tax credit program.

· Continued support of innovation in the Section 8 voucher program through the Housing Choice Voucher option, enabling recipients to utilize their voucher for monthly mortgage payments on a home of their own. 

Please do not hesitate to contact us in Habitat’s Washington office at (202) 626-9171 if you have any questions.

     




 Very Sincerely Yours,


Tom Jones




Amy Randel


Managing Director



Director of Government Relations


HFHI/Washington office


HFHI/Washington office

Cc: 
Kent Colton


Millard Fuller 


David Williams
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CONSUMER-BASED ASSISTANCE

2. How can vouchers best support mobility and self-sufficiency for the families that receive them?

One of the most innovative new developments regarding voucher use is the opportunity for qualified families to use their Section 8 rental voucher for homeownership purposes.  This program, known as the Housing Choice Voucher program, enables first-time homebuyers to use Section 8 voucher subsidies to meet monthly mortgage payments and other homeownership expenses. While rental vouchers may provide the only viable housing option for some families, there are others who, with adequate pre- and post purchase homeownership counseling and down payment assistance, are able to make the transition from an assisted rental unit into a home of their own.  

Habitat homes, sold at no profit and at zero interest, provide one of the most affordable housing options for qualified recipients of the Housing Choice Voucher program. Habitat mortgages and other homeownership expenses can cost significantly less per month than a rental voucher payment and enables the recipient family to begin accumulating assets and wealth.  Also, because much of the existing affordable single family housing stock—especially those homes located in large central cities—are in need of extensive rehabilitation and repair, the purchase of a new home with a zero interest mortgage is often the best option for the long-term economic security of a family.  In addition, with the Housing Choice Voucher program and the Habitat method of financing, the monthly federal investment is multiplied, as mortgage payment are continuously recycled back into a “Fund for Humanity” to build even more housing.

The Washington Office of Habitat for Humanity International is currently working to develop a pilot Section 8 homeownership partnership project between Habitat for Humanity of Northern Virginia and the Fairfax County Housing Authority.   The final report resulting from this partnership will ensure that Housing Authority requirements and Habitat affiliate procedures complement one another.  The goal is to release the report to all of HFHI’s 1,603 affiliates across the country and to encourage the development of new partnerships with local housing authorities.

The challenge facing the Commission is to determine how to best promote the use of this program among public housing authorities.  A limited number of demonstration sites around the country have been operating since the spring of 1999, but since the publication of the final rule last October, few public housing authorities have opted to participate in the Housing Choice Voucher Program and those few participating in the program have only released a very small number of vouchers for homeownership use.  It is our hope that the U.S. Department of Housing and Urban Development will continue to focus resources on assisting public housing authorities with program development and implementation and on enhancing partnerships with private and non-profit organizations that have extensive experience in homeownership counseling and lending, such as Habitat for Humanity.  

HOUSING FINANCE

1. How can access to capital for homeownership be improved for those who currently fall through the gaps?

Eradicating the unequal access to capital in underserved communities is of paramount importance to Habitat for Humanity.  Habitat homeowners are unable to access loans in the conventional mortgage market and would in no other way be able to own their own homes. Habitat provides homes to qualified families at no-profit and with a long-term zero-interest rate mortgage that the family can afford. In turn, families’ monthly mortgage payments are used to finance the construction of additional homes. But successful homeownership strategies, such as the self-help and affordable financing model used by Habitat for Humanity, are not possible without the collaboration of the private, non-profit, and government sectors.  

Partnerships provide the key to raising the resources needed to reach those families who have “fallen through the gaps” into homes of their own.  The federal government can facilitate these partnerships in a variety of ways and should continue to support those programs that hold the most promise for affordable housing production and the creation of new housing finance options for minority and low-income borrowers.  

Habitat for Humanity has successfully partnered with the federal government through programs such as the Self-Help Homeownership Opportunity Program (SHOP) and Capacity Building for Habitat for Humanity.  Affiliates utilize the skills of dozens of volunteers through federally funded National Service groups each year, such as Americorps, NCCC, and SeniorCorps. We have also developed long-standing relationships with the U.S. Department of Housing and Urban Development and the GSE’s, including Fannie Mae, Freddie Mac, and the Federal Home Loan Bank system (through the Affordable Housing Program).  The funding support provided to Habitat by HUD and the GSE’s has been essential in increasing our capacity to build homes.  We share the same conviction with these institutions that homeownership is perhaps the most valuable resource in a family’s life, stabilizes neighborhoods, and contributes to the economic well being of communities.   

Partnering with volunteers, homeowners, and donors from the private and governmental sector to build homes is, of course, the largest challenge and one of the primary missions of Habitat for Humanity.  Unfortunately, there are forces working to undermine this very accomplishment, in the form of exploitive lending practices of some financial institutions. Habitat homeowners, as first-time property owners, are prime targets for tempting offers to trade in their zero interest mortgages and other debt for one consolidated loan at a higher rate.  While a homeowner’s decision to refinance does not harm a Habitat affiliate financially—the remainder of the loan is typically prepaid in lump sum—there is serious concern that the homeowner family may eventually be unable to afford the higher payments and be forced to foreclose. This scenario is not just a possibility but one that has become a reality for some Habitat homeowners.

We strongly support federal legislation that seeks to curb predatory lending and other unscrupulous lending practices.  It is disheartening to hear from some in Congress that because the industry has not agreed on a definition of what specific practices constitute predatory lending, a problem does not exist.  We can recognize that subprime lending has its legitimate place in the market, but there is no excuse to not put forth strong efforts to enforce existing law and work to strengthen it to combat deceptive lending practices.  In this time when the Administration has announced its intention to more fully support the promotion of homeownership, it is our hope that some resources will be necessarily set-aside to provide homeowner counseling and consumer education programs on the issue of predatory lending as a first step.  

PRESERVATION

1. How can we best provide the capital to finance the rehabilitation needs of the affordable housing stock?

While Habitat for Humanity is best known for our construction of new, single-family homes, many Habitat affiliates are also highly skilled in the rehabilitation of distressed single-family properties.  In fact, in many central cities, where land is costly and difficult to attain, rehabilitation is sometimes the only option for affiliates working to get families into their own homes.  Even though the capacity of Habitat affiliates to rehabilitate single-family homes seems limited when compared to the vast needs of the federal government’s affordable housing stock, it makes sense for the government to continue its programs of $1 sales and other discounts to non-profit community housing developers to purchase certain properties and take responsibility for the rehabilitation and re-sale of the home.

Another aspect of the costly issue of rehabilitation as it relates to homeownership is the idea that homeownership actually serves to prevent some of the problems that cause housing stock to become distressed.  Aside from the natural aging and regular maintenance needs of housing, much of the dilapidated affordable multifamily housing stock in this country is in a state of disrepair due to neglect by property owners and tenants. 

Perhaps one of the most tangible benefits of homeownership is the financial and personal investment a homeowner places in the appearance and long-term maintenance of their own property.  Homeowners are much more likely to maintain their homes and yards and contribute to the general upkeep of their neighborhoods.  Also, when families are given extensive pre-and post-purchase counseling on the demands of homeownership and encouraged to develop savings accounts to pay for future maintenance needs, it is much more likely that the homeowner will be able to attend to problems as they arise.   

PRODUCTION

1. How well do current programs operate as production tools  (e.g., HOME, CDBG)?  How can they be improved?

For the past five years, Congress has appropriated funds for the Self-Help Homeownership Opportunity Program (SHOP)—as a CDBG set-aside—to assist non-profit, self-help housing providers in the acquisition of land and development of affordable single-family homes for homeownership.  SHOP was created to facilitate the production of new housing using the self-help or “sweat equity” approach to homeownership and to help developers overcome the two most significant financial barriers encountered in affordable housing development: the cost of land and infrastructure development.   SHOP funds are spent solely on land and infrastructure development and one house must be produced for every $10,000 grant. 

One of the many benefits of the SHOP program is that it results in the efficient development of affordable housing with minimal government intervention and significant involvement by private entities.  Habitat for Humanity competes for these “seed” funds through the Department of Housing and Urban Development, and is held to strict fiscal accountability by HUD, but administers the awards and manages the program through our own internal processes.  Competition among Habitat affiliates for SHOP funds is steep and requests for funding far exceeds availability.

While SHOP has revolutionized the capacity of our affiliates to build more houses, there are two specific changes that would enhance its operation.  Since the inception of SHOP, the price of land has grown exponentially in many areas of the country, creating additional obstacles for self-help housing providers like Habitat for Humanity.  To continue the successful facilitation of homeownership opportunities for low-income families, we believe it is necessary to adjust the current requirement of one house produced per $10,000 to $15,000, at least in high cost areas, to accommodate the rising prices of land.  It is our hope that the HUD Secretary may be able to provide a waiver for participants in high cost areas, where the higher figure may be necessary.  

In addition, SHOP has been reauthorized annually, making it difficult for some of our affiliates to develop long-term building schedules.  For example, affiliates in several parts of the country have been able to acquire large tracts of land and plan subdivisions and neighborhoods of Habitat homes.  These larger developments with costly new infrastructure are possible only through the infusion of SHOP funds but also require more extensive, long-range planning to fully implement.  It would be extremely beneficial for these affiliates to have the ability to plan for longer than one year at a time, which could be accomplished if the reauthorization of SHOP were for three years.  Attached to this paper is draft legislative language to address these two issues and is supported by the Housing Assistance Council, the other major user of SHOP funds.  This language is currently being circulated on the Hill . 

2. What are the merits of the various proposals to create a new housing production program?

Stimulating new housing production through affordable homeownership tax credits, equal in scope to the successful Low Income Housing Tax Credit, is perhaps one of the best ways to help reduce the disparity in homeownership rates and attract additional dollars for housing production.  It is imperative that the federal government create tax incentives for homeownership, as homeowners provide the catalyst for community reinvestment, market stability, and the health of families and neighborhoods.  It is also essential that any homeownership tax credit program not replace or in anyway compromise the LIHTC, making already scarce resources for housing even more thinly spread among developers.

Habitat for Humanity is in strong support of a federal homeownership tax credit program that would be available to developers through a competitive allocation program administered by state agencies.  It is our hope, of course, that as the debate begins on President Bush’s proposed “Renewing the Dream” tax credit, self-help housing developers like Habitat for Humanity will have a role in drafting the legislation.  Habitat and groups like ours are unique in the way we build and finance homes and need special consideration to ensure we qualify as developers under any tax credit proposals.

3. What innovative and creative programs are being used by states and local governments to produce affordable housing?

State of Florida’s Community Contribution Tax Credit Program (CCTCP)

Habitat affiliates and homeowners in the State of Florida are beneficiaries of a state corporate tax credit—the Community Contribution Tax Credit Program or CCTCP—which encourages businesses to make donations toward community and affordable housing development.  Participation in the CCTCP has enabled Habitat affiliates to become among our top producing affiliates and build more than 500 tax credit financed homes for low-income families in Florida.

Due to the overwhelming success of this program and the relative ease by which it is administered, Habitat for Humanity is interested in promoting the creation of a similar federal program.  The CCTCP program functions differently from the other homeownership tax credit proposals but the result is essentially the same: additional investment in affordable housing development and more low-income homeowners.

The CCTCP is available to any corporation paying Florida corporate income tax, franchise tax or insurance premium tax.  Eligible corporations receive a tax credit equal to 50% of the value of their donation to approved community development projects.  All projects must construct, improve, or substantially rehabilitate housing, commercial, or public facilities, or promote entrepreneurial or job development opportunities for low-income persons.

Cash, property, and goods donated to approved recipients are eligible for the credit, although contributions may not be used to pay the administrative or operational costs of the recipient organization.  Banks may also fulfill their Community Reinvestment Act requirements through donations.  A business may receive up to $200,000 in tax credits per year and any unused credits may carry over for up to five years.  There are currently $10 million dollars in state tax credits available this fiscal year.  

Corporations receive the tax credit by obtaining prior approval from the state office of economic development by filling out an application and submitting a copy of the approved application with their corporate income tax return at the end of the year.

Habitat for Humanity is a popular recipient of donor funds, as many businesses partner with Habitat affiliates to encourage volunteerism and team building among their employees.  Business-sponsored Habitat homes also generate positive community relations and provide opportunities to partner with other business and community leaders.  Please see attached legislative language.

TAX POLICY

1. How could the various tax policy tools be better used to promote homeownership?

As mentioned above, federal tax credit proposals aimed at promoting the development of affordable housing for homeownership are vital tools in the federal government’s efforts to promote safe, decent, sanitary, and affordable housing for all.  Habitat for Humanity supports the adoption of a tax credit for homeownership similar in function to the Low Income Housing Tax Credit and is especially interested in working with Congress to draft a proposal much like Florida’s Community Contribution Tax Credit Program.  

Additionally, we believe that proposals to use the tax code to encourage more Americans to save for down payments, closing costs, housing repairs, retirement, education and job training are equally important tools to help level the playing field among those in the lowest economic brackets.  Any opportunity the federal government can use to help low-income Americans accumulate wealth, particularly in the purchase of a home, have public benefits that extend well beyond four walls.
