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Reference:
Volunteers of America’s Statement to the Millennial Housing Commission

Dear Conrad:


Let me express my appreciation for your work and for the work of the Millennial Housing Commission as it seeks to find recommendations from housing sponsors and service agencies that will lead to viable solutions towards solving the affordable housing crisis which faces our nation.

We at Volunteers of America have been involved in the affordable housing business for over thirty years and we have developed or acquired over 12,000 units of affordable housing and we have approximately another 2,000 skilled nursing beds and assisted living apartments which run from coast to coast. Given this size of portfolio, Volunteers of America is one of the nation’s leading nonprofit providers of quality affordable housing for individuals and families in need, people with disabilities and seniors.  This portfolio is comprised of 240 facilities and we have used a variety of housing and healthcare programs to serve those in need.

Beyond providing affordable housing and healthcare services, Volunteers of America is one of the nation’s largest and most comprehensive charitable, nonprofit, spiritually based human service organizations.  From rural America to inner-city neighborhoods, Volunteers of America engages its professional staff and volunteers in designing and operating high quality human services that deal with today’s most pressing social needs for abused and neglected children, youth at risk, the frail elderly, the disabled, homeless individuals and families, ex-offenders, substance abusers, and many others in need of assistance.  Long ago we came to recognize that affordable housing and healthcare are but two of the most pressing needs for persons of lower income.  These other programs work well to our clients’ need in that we go beyond shelter to improve the quality of life for those in need.
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As a non-discriminatory faith based organization we are committed to:

· High quality services

· A holistic approach to meeting an individual’s or family’s physical, social, emotional and spiritual needs

· The dignity of each person

· A focus on what is best for individuals, families and communities through an extensive and fully participative communication process involving all parties, and

· A special focus for low-income persons.

The problems we face as a non-profit housing and human services organization, and as a nation, in attempting to provide more and better facilities to house and serve America’s low-income families, seniors, and people with disabilities is severely compounded by the rapid escalation of rental costs.  Indeed, according to national housing data, for every 100 low-income renters, there are 40 units available.  Incomes of low-income renters increased 14 percent from 1997-1999.  Despite such increases, the number of units affordable to low-income renters declined by 13 percent over the last 12 years due primarily to increased rent prices.  According to the U.S. Department of Housing and Urban Development (HUD) some 5 million households in the United States live in “worst case housing conditions,” paying over half their income for often less than desirable housing.

In its June 2001 Wisconsin housing report entitled “Making Housing Work for Working Families,” the Hudson Institute states that 

“As more families move from the welfare rolls to the employment roles, issues that have long affected the working poor are rising to the surface.  One such issue is the lack of affordable housing.  With rents rising faster than inflation, families moving up the employment ladder do not always move up the housing ladder.  These families often operate under the radar screen of public awareness.  Although technically not homeless, their frequent moves in and out of undesirable housing situations make it difficult for them to retain employment and to provide a stable, healthy environment for their children.”

“Housing markets are complex and extremely local; publicly funded housing programs often seem disjointed and confusing to consumers as well as providers; and no single government program can address all the housing concerns facing low-income working families.  Although state and federal governments can and should be partners in the process, addressing the housing concerns of the working poor requires a commitment by the entire community.”
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In The State of the Nation’s Housing 2001, the Joint Center for Housing Studies of Harvard University reports that “housing problems are highly concentrated among the nation’s poorest households.”  They go on to say

“Disproportionately large shares of minority, elderly, and single-parent households—who often have low incomes—face severe cost burdens.  This is particularly troubling because many of these households have limited housing options.  Single-parent households, headed primarily by women, have an especially difficult time finding housing in safe neighborhoods with ready access to employment. . .Today, in no state does a full-time minimum wage job enable a family to afford the federal fair market rent for a two-bedroom apartment.”

It is clear that affordable housing is out of reach for many households in today’s market and that, without a new governmental commitment to produce and stimulate the production and rehabilitation of more affordable units, the critical nature of this problem will only worsen.  Such an outcome would represent the height of social injustice in this rich land.  We have been deeply troubled by the lack of serious and deep national debate on this housing crisis and we are now particularly gratified that the Millennial Housing Commission is about to finalize its report – that will unquestionably make a huge impact on public policy and focusing our legislators’ attention to this “sleeping giant” of a national problem.  We welcome your work and trust that your efforts will start to solve this problem.

From our perspective, we believe it is time for a new public-private partnership to solve this national problem.  The National Association of Home Builders have stated that private developers can easily build quality homes for families with high incomes, but developing housing for those with low and moderate incomes often requires partnering with non-profit groups and relying on subsidies.  Volunteers of America believes that such partnering can and should be expanded for

· The successful creation of a new federal affordable housing production program, whether through an affordable housing trust fund, or a Section 202-type program, or some other major effort that puts new affordable housing in production immediately…preferably as part of a broaden economic stimulus package

· Full renewal of existing Section 8 contracts in rental amounts that adequately preserves the housing stock which utilizes this vital program
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· Continued growth in the number of new Section 8 vouchers, including incremental and enhanced vouchers

· Providing up-front grants to nonprofit organizations to rehabilitate foreclosed or HUD held properties to keep them in the affordable housing inventory

· Providing matching grants to states for the acquisition, preservation, operating costs, and capital expenditures for housing projects with HUD-insured mortgages

· Devising new refinancing mechanisms to afford the rehabilitation and maintenance of older federally assisted housing, and

· Encouraging partnerships between local governments and nonprofit organizations to acquire or develop alternative sites for affordable housing by reallocating the Section 8 contracts for existing sites that chose to opt out, and

· Continued support for the Community Development Block Grant and the Community Reinvestment Act.

· Also, we would ask for the Commission to urge Congress and HUD to find ways to greatly simplify the process whereby non-profits make application for the transfer of ownership of housing developments from for-profit owners to non-profit owners.  We have found the process to be lengthy, too broad and expensive in terms of legal fees and management time.  HUD’s Transfer of Physical Asset process involves some 50 informational items.  USDA’s similar process involves some 80 items.  We believe there is a way to consolidate and expedite the transfer process that will protect HUD’s and USDA’s interests, while enabling competent non-profits to acquire many more affordable housing developments from for-profit owners who no longer wish to participate in affordable housing that is regulated by HUD and the USDA.  We believe there are a large number of affordable housing developments that can be preserved by means of a more user-friendly process.  Beyond the HUD financed portfolio, the USDA portfolio stands out as having a huge potential positive impact in serving low-income families and seniors in rural communities with successful recapitalizations and transfers to competent non-profit sponsors.
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· We are also finding that there are fewer investors in the tax credit equity market, and that of those who remain they are making increased demands relative to performance guarantees.  We fear that many competent, but less well capitalized non-profits will not be able to utilize the low income housing tax credit program to the extent everyone had hoped when this program was created and since it has been enhanced due to these onerous guarantees that are being demanded of project sponsors.  More credits are not necessarily going to help more non-profits develop senior housing.  Coupled with rising return requirements we may see fewer and fewer non-profits helping with the solution.  We think this is a huge issue and believe future housing production policy should keep this capital market reality in mind.



As for the elderly, heads of households over the age of 75 are expected to increase by roughly 1.3 million over the decade, according to the aforementioned Harvard study.  They go on to say, “This growth implies rising demand for housing that allows seniors to age safely in place and for specialized facilities such as assisted living and continuing care communities.”

The Harvard report indicates that, of the nearly 5 million one-person households to be added over the next decade, “almost one-third will be over the age of 65.”  This growth is not going to take place in the distant future, it is going to be taking place between now and 2010, when the baby boomer generation begins to retire in ever increasing numbers.

The U.S. Department of Housing and Urban Development anticipates that today’s senior population will double in size by 2030, expanding at a rate of almost 3 percent a year to almost 70 million people by that time, with the fastest growing segment of that cohort being persons aged 85 and older.  Commensurately, the Census Bureau estimates that 20 percent of the population in the United States will be beyond retirement age by 2030 compared with only about13 percent today.  This data is staggering in its implications.  Our nation needs to understand these demographics and come to grips with how we are going to prepare for this huge change.
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As you know, we are strong supporters of the HUD Section 202 program for senior housing.  Given your work at the U.S. Department of Housing and Urban Development you know that the HUD 202 program hit its peak in the late 1970’s in production terms and has essentially been trending downward ever since.  Even as recently as FY 1996, Section 202 was appropriated at $830 million.  Section 202 funding for FY 2002 is about $783 million, of which only $683 million is for grants for new construction.  The Section 202 program has been a great success, but still falls short of the demographic trends. The program is producing only 5,000 new affordable housing units per year.  Any major city in the United States could absorb that amount each year going forward.  From what we understand from a recent AARP report there are nine applicants for every available unit of Section 202 housing put in place.

Because this program works so very well on so many fronts, we strongly support expanding the program so that it can produce at least 10,000 new apartment units per year going forward over the next several years.  We also would suggest that the Congress have an actuarial study completed to identify the total population in need for this particular housing.  From the HUD 202 properties sponsored by Volunteers of America we know that 99 percent of them have very long waiting lists.  The need is broad and deep throughout the nation.

We at Volunteers of America actively participate in a variety of affordable housing programs to house and provide services to seniors and others, including the Low Income Housing Tax Credit program.  We applaud the initiative to allow the HUD 202 Program and the Low Income Housing Tax Credit program to work together to produce affordable senior housing.  However, we would like to advise the Commission that it will take many years to fully work through all of the regulatory, capital markets and state controlled issues before we see the kind of leveraging that is possible by putting these programs together. Once such development we completed using the HUD 202 and tax credit programs had us incurring legal fees of over $350,000 in what turned out to be a highly complex process involving the production of only 102 units.  Many non-profits will not have the capacity to make this integration work easily.  We ask the Commission to look closely at the level of complexity these deals entail and work to provide simpler processes so the programs can come together without these costly pre-development expenses.
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Capitalizing senior housing in the private money market has been and continues to be difficult.  Traditional sources of private capital have tended to see senior housing loans as higher risk due to the facilities 24/7/365 operation, labor intensity, fairly unique physical characteristics, exposure to changes in government policy and funding cycles and complex requirements for sponsor success.  All of these barriers to capital availability are intensified in the case of affordable housing for frail seniors.  The federal government must act soon to alleviate a rapidly growing problem for a rapidly growing segment of Americans.

Conrad, we have new senior residents coming to our HUD 202 properties who are 75 years old, living on social security with no savings and most likely a year away from needing some form of assisted living services.  Our nation has not provided for any “next stop in the continuum” other than skilled nursing homes.  We find it particularly troubling that this condition exists, as we believe it is not in the best interest of the resident, or in the economic best interest of our nation.  We think it is terribly inefficient.  We would suggest that your Commission make a strong recommendation that there be a new set of expectations placed upon all government agencies at the state and federal level to work collaboratively to find ways to blend programs and funding sources, and perhaps even consolidate agency functions which in actuality serve the same clients, say portions of HHS and portions of HUD.  We believe it is in the best interest of the agencies to do this as the inefficiencies and territorial boundaries will not withstand the demographic and economic changes that are taking place now. 



Conrad, again thank you for your life-long commitment to affordable housing.  We also appreciate the opportunity to bring you our ideas and perspectives.  We assure you and all members of the Commission, that Volunteers of America is strongly committed to helping resolve these issues before the growing demand for affordable housing spirals out of control.  We are confident that sound solutions can be found and implemented in a way that is fiscally responsible and fair to all parties.  Please let me know how we can help.









Yours appreciatively,









Charles W. Gould
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