HOME / CDBG(Related Comments from
Responses to MHC Solicitation Letter


Bank of America
Changes to CDBG & HOME

While current programs, especially HOME and CDBG, are critically important to existing production efforts, they often lack adequate flexibility, have conflicting regulations and often are accompanied by excessive administrative costs. Congress may wish to consider offering local governments an option to consolidate these two programs for housing-related uses. Restrictions on uses of CDBG for some types of new production costs should be eliminated.

Chicago Mutual Housing Network
Changes to CDBG & HOME

We urge the expansion of CDBG funds and HOME dollars in the creation of affordable housing cooperatives in Chicago. An expansion of the HOME program is particularly critical because it does not have the restrictions of low-income housing tax credits in the creation of affordable housing cooperatives.

Citizens’ Housing and Planning Association
Changes to CDBG & HOME

HOME and CDBG are important to housing production and developers have used them successfully. Local control has allowed the cities and states to craft appropriate policies to solve local housing problems. However, HOME and CDBG lack an exclusive focus on production, particularly multi-family rental production. In FY 01, only 35% of CDBG went to housing; 45% of HOME is used for homeownership programs. In general, the subsidy available through these programs has been used by jurisdictions as a relatively shallow capital subsidy, which needs to be combined with tax credits, debt, and other sources to complete a production package. This is inefficient and costly.

Since the programs are not designed specifically to generate housing production they represent a fragmented approach. HOME and CDBG regulations often differ from and may conflict with other programs that need to be layered with them to achieve feasibility and affordability. For example, if you use Section 8 to achieve greater affordability, it may conflict with the allowable HOME rents.

Coalition for Indian Housing and Development
Changes to CDBG

The Community Development Block Grant (CDBG) program is a crucial tool for the development of infrastructure and economic opportunities. The Indian set-aside under the program has been 1.5% of the total appropriation for several years. CIHD believes that both to develop effective housing strategies and for the economic development needed to support homeownership and job creation, this amount should be expanded to at least 3% of the total requested amount, or $144 million. Clearly, we must invest in infrastructure and job creation now if tribes are going to be successful in the long term. This money can do exactly that and eventually lead to stronger on-reservation economies.

The Consortium for Citizens with Disabilities Housing Task Force
Changes to CDBG & HOME

Units financed through the HOME and Community Development Block Grant programs are also not typically linked with tenant based rental assistance strategies. As a result, many of the accessible and/or affordable units developed are rented to households that do not have a family member with a disability. Given the extreme shortage of accessible housing, policies need to be strengthened in this area.

…

It is clear that current HUD practices are not sufficient to ensure that people with disabilities are adequately represented and adequately protected. For example, our research shows that people with disabilities disproportionately do not benefit from federal housing assistance programs like the HOME and CDBG programs, and the federal Low Income Housing Tax Credit program. The disability community rarely benefits from the housing strategies adopted through the Consolidated Plan and PHA Plan processes.

…

We also recommend that project based vouchers be linked to the development of non-profit owned housing that is developed with other sources of federal funding, including HOME, CDBG, and federal tax credits. Through this strategy, people with disabilities can begin to benefit more from projects developed through these sources of financing.

…

As stated earlier, the HOME and CDBG programs are underutilized with respect to expanding housing supply for people with disabilities. The problem is two-fold: (1) these programs are almost never linked to the operating subsidies or project-based rental assistance resources that are needed to develop housing that is affordable for people with disabilities below 30 percent of median incomes; and (2) state and local officials rarely prioritize or fund housing for people with disabilities through the Consolidated Plan process.
Council for HOPE VI and Mixed Finance
Changes to CDBG & HOME

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

Second document
Changes to HOME

Use of HOME funds with Public Housing Capital Funds.

Issue(Section 212(d)(4) and (5) of the HOME Investment Partnerships Act prohibits use of HOME Funds with Public Housing funds provided under section 9 of the US Housing Act of 1937 (“Act”). We believe that this language was an inadvertent prohibition that occurred when Congress changed the public housing funding mechanism in 1998 to provide both capital and operating funds for public housing under section 9 of the Act. We believe Congress only intended to continue the prohibition against using HOME funds for public housing operations and modernization, not redevelopment. This prohibition against the use of HOME funds with the Public Housing Capital Fund reduces a valuable potential source of financing for public housing revitalization.

Desired Outcome(Eliminate prohibition by working with HUD and Congress to enact a technical amendment to the HOME Investment Partnerships Act to provide that HOME funds may be used in conjunction with the Public Housing Capital Fund for the development and revitalization of public housing.

Changes to CDBG and HOME

Use of HOME and CDBG and one-for-one replacement issues.

Issue(Section 104(d) of the Housing and Community Development Act of 1974 and section 105(b)(16) of the Cranston-Gonzalez National Affordable Housing Act provide that if displacement occurs in connection with the use of CDGB or HOME funds in a development project assisted with such funds, then comparable replacement dwellings must be provided in the community for the number of families in occupied or vacant occupiable units in the demolished affordable housing on a one-for-one basis. Congress permanently removed the public housing one-for-one replacement housing requirement from the Act in 1998. A one-for-one replacement housing requirement is inconsistent with the HOPE VI program and the imposition of a new one-for-one replacement requirement could result in the elimination of a valuable source of public housing redevelopment financing.

Desired Outcome(The HOME and CDBG antidisplacement requirements provide HUD with the authority to determine that the replacement housing requirements shall not apply in a particular case on the basis of objective data that there is an adequate supply of affordable housing for low and moderate income persons. HUD needs to provide a broad and definitive interpretation of the legislative provisions such that use of HOME and CDBG funds in HOPE VI and mixed finance redevelopments does not require one-for-one replacement; alternatively, the Council must work with HUD and Congress to enact a technical amendment to these provisions to provide a clear exception to any one-for-one replacement requirement for HOPE VI and mixed finance public housing projects.
Council of State Community Development Agencies
Changes to HOME

Allow essentially equivalent state and local environmental reviews to substitute for the review requirements of EPA.

Simplify the HOME income requirements and make them compatible with Low Income Housing Tax Credits. Given that many projects include both resources, this will greatly simplify reporting requirements.

The Enterprise Foundation
Changes to CDBG

Encourage more CDBG for housing and increase CDBG funding

We encourage the Commission to recommend that Congress increase the percentage of lower-income people that must principally benefit from CDBG from 70 percent to 80 percent of a jurisdiction’s CDBG funds; require that 40 percent of a jurisdiction’s CDBG allocation benefit low-income people; tighten the definition of “benefit” to explicitly include only activities that directly benefit lower- or low-income people; and limit the “area benefit test” to areas that are primarily residential in character. These changes are entirely consistent with the CDBG statute, would not impose undue restriction on states and cities and would enable CDBG to help address the most serious housing problems. In addition, by encouraging states and cities to deploy CDBG dollars to meet clear and widespread needs, these changes could result in more timely spend out rates by CDBG jurisdictions, solving an issue that has begun to hamper CDBG advocates’ ability to increase the program’s annual appropriations.

Last year, Congress appropriated $4.4 billion for CDBG formula funding. We encourage the Commission to recommend that Congress increase CDBG formula funding to $5 billion for fiscal year 2003. We also encourage the Commission to recommend that CDBG funding grow with inflation in the future.

Changes to HOME

Increase HOME Funding

We encourage the Commission to recommend that Congress continue to reject any new HOME set-sides, such as the Bush administration’s proposed $200 million set-aside for downpayment assistance in its fiscal year 2002 HUD budget request.

Last year, Congress appropriated $1.8 billion for HOME, a 12.5 percent increase from the year before that reflected the strong bipartisan support for HOME in Congress. We encourage the Commission to recommend that Congress increase HOME funding to $2.6 billion for fiscal year 2003. This amount would roughly equal an inflation adjustment to HOME’s initial 1993 authorization level of $2 billion. (The program was originally funded at $1.5 billion.) We also encourage the Commission to recommend that HOME funding grow with inflation in the future.

An improvement to HOME that would increase the efficiency of the program and the housing finance system as a whole would be to reconcile HOME’s rent, income, monitoring and reporting requirements with those of the Housing Credit. This change would make the programs much simpler to combine, remove a significant administrative burden on developers and allow them to more easily serve lower income tenants.

Fannie Mae
Changes to HOME

HOME Model Programs. The government could increase the effectiveness of the HOME program as a second mortgage tool if HUD used its model program authorities to encourage standardization across participating jurisdictions.

Housing Assistance Council
Changes to HOME

Now that Section 515 has been virtually defunded, rural developers attempt to finance their tax credit projects with tax-exempt bonds, which do not seem to offer the same opportunity to focus on lower-income households throughout a project, and HOME funds. Neither of these funding sources, however, are targeted toward rural housing needs.

…

The USDA Rural Community Development Initiative (RCDI), HUD’s Office of Rural Housing and Economic Development and funding for Community Housing Development Organizations (CHDOs) under the HOME program provide much needed resources for building the capacity of local organizations. Resources such as these programs should be increased and made more accessible to the most rural and impoverished communities.

The Housing Partnership Network
Changes to HOME

It is important for HUD to take the lead and to set a standard by significantly increasing the amount spent on the HUD Housing Counseling Program. HUD funding can and does leverage significant other public and private resources, but HUD’s lead would be critically important to creating a stable foundation for the nonprofit housing counseling system. Comparatively, housing counseling has a very small budget. Increasing funding for the program from $20 million to $50 million would signal an important commitment, have a major impact, and not cost very much money. Since it is funded as a HOME set-aside, it would not create a new budgetary expenditure.

Institute for Community Economics / Community Land Trust Network
Changes to CDBG & Home

Permanent affordability has been a scoring advantage in competing for Federal Home Loan Bank funds and a number of CLTs have benefited from this priority. Community Development Block Grant (CDBG) and federal HOME funds have been primary sources of CLT financing and both of these programs have often placed a strong emphasis on permanent affordability. In recognition of the subsidy retention and long-term affordability benefits of CLTs many localities have enabled CLTs to utilize these programs to acquire the land for their projects debt-free, further maximizing the long-term affordability of the housing units. Encouraging these funding programs to maintain permanent affordability and subsidy retention as program goals or requirements should be a high priority on the public policy agenda.

Manufactured Housing Institute
Changes to CDBG & HOME

While many federal programs such as HOME and CDBG are open to manufactured homes, state and local governments quite often construct barriers to the use of these program dollars on manufactured housing. Inequities in the use of these dollars should be studied, and appropriate remedies devised to ensure that owners of manufactured homes are given an opportunity to benefit from these federal programs.

McAuley Institute
Changes to CDBG

In the CDBG program, few jurisdictions share their 20 percent allotment for administrative costs with nonprofits. We recommend the Commission suggest to Congress an appropriate sharing of administrative dollars in CDBG.

Changes to HOME

In the HOME program, federal policy should be strengthened to require, as current law now permits, participating jurisdictions to spend five percent of their allocations for CHDO operating expenses. According to a March 2000 report, less than half of participating jurisdictions reported spending funds in this way over the previous seven years. Among jurisdictions that did, most spent considerably less than five percent.

Changes to CDBG & HOME

HUD could also encourage state and local administrators of HOME and CDBG to speed up the approval process by allowing electronic submission of applications and informing applicants up-front of all requirements and permissions that will be required.

National Association of Local Housing Finance Agencies
Changes to CDBG

We recommend that the threshold for application of the Davis-Bacon requirements for CDBG conform to that of the HOME program, i.e. 12 units or more;
We recommend making CDBG expenditures for fair housing a directly eligible activity, rather than its being subject to the 20 percent administrative cap. This will take some of the pressure off the administrative cap;
We further recommend eliminating the current law requirement that housing service activities under CDBG be subject to the 20 percent administrative cap. This is a technical correction. The law prior to the 1992 amendments did not place these activities under the cap;
We recommend permitting the substitution of substantially equivalent state or local environment review requirement for the environmental review requirements under NEPA;
We recommend exempting CDBG funding used for economic development from the Section 3 requirements, which create an unnecessary paperwork burden on businesses assisted.
Changes to HOME

We recommend that a loan guarantee program be added to HOME, modeled after the very successful Section 108 program under CDBG. Such a program would enable participating jurisdictions to “borrow” against future entitlement grants in order to undertake large-scale projects. The House passed this proposal in 1994, but the Senate never acted;

We recommend that HOME’s targeting requirements be simplified by conforming them to those applicable to the Low-Income Housing Tax Credit Program, i.e. not less than 20 percent of the units reserved for households at 50 percent of median income or 40 percent of the households at 60 percent of median income, paying no more than 30 percent of their income for rent;

National Community Development Association
Changes to HOME

We recommend a legislative change to sections 220(a) and 220(d) that would permit participating jurisdictions to provide match on a program year basis, instead of a fiscal year basis. This change will recognize the consolidated planning process, permit match accounting and record requirements to conform with other programmatic requirements and simplify program administrations for participating jurisdictions and HUD.

We recommend permitting the substitution of a substantially equivalent state or local environmental review requirement for the environmental review requirements under NEPA.

We recommend providing an exemption from the environmental review requirements for rehabilitation of one to four units and all owner-occupied rental and homeownership projects.

We recommend deleting the current law requirement that the Secretary establish per unit subsidy limits. The statute already requires participating jurisdictions to certify that they have not provided more funds than are necessary to assure a project’s financial feasibility.

Section 225(b) of the Cranston-Gonzalez National Affordable Housing Act requires an owner of a HOME-assisted unit seeking to terminate tenancy or decline to renew a lease to provide 30 days advance written notice specifying the grounds for the proposed action. This provision conflicts with many state and local statutes that permit more immediate action, particularly when the tenant is engaged in illegal activities or endangering the health or safety of other tenants. We recommend that the requirement for 30 days’ advance written notice be eliminated and instead require that any termination or refusal to renew a lease be consistent with State and local law.

We recommend that the administrative fee under the program be increased. Currently, the program provides a 10 percent administrative fee for participating jurisdictions to administer the program. This fee has not been increased since the program first began and many cities, particularly larger cities, are finding it difficult to administer their HOME program with this very limited fee level, particularly with the need to monitor projects. We recommend that this fee be increased at least to the level of inflation annually.
National Housing Law Project
Changes to CDBG & HOME

[Require] Section 3 compliance under the CDBG and HOME programs.

National Multi Housing Council
Changes to HOME & CDBG

[Reserve] more of the HOME and Community Development Block Grant (CDBG) program funds for mixed-income and moderate-income rental housing.

National Rural Housing Coalition
Changes to CDBG & HOME

Increase HUD’s emphasis on rural communities.

This recommendation is specific to HOME and CDBG, and should be applied to any new production program administered through states. To accomplish this, NRHC suggests the following changes to federal block grant programs for housing and community development, as well as tax credits for low-income housing:

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

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

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

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

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

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

It is apparent that rural communities are not a priority for USDA and an after thought at HUD. However, the current direction of federal policy appears to be in the direction of HUD and in the direction of increased housing resources administered through states.

Neighborhood Reinvestment Corporation
Changes to HOME & CDBG

HOME and CDBG are the primary sources of funds currently being used for minor rehabilitation/upgrading. We need to acknowledge the important role these funds play in meeting the special needs of an aging population, and expand the level of funding for these programs in order to expand their use in targeted areas.

Patrick N. Sheridan
Changes to CDBG & HOME

I believe that the current RHS MFH programs such as sections 515, 514/516 and 538 work very well, although funded at inadequate levels. My experience with the HOME, CDBG and LIHTC programs is that they also work well in rural areas when partnered with these programs to produce rental housing. However, the paperwork and overlay of regulatory requirements is extremely burdensome. Transaction costs for such deals are often 3 or 4 times more than for a property financed with one financing source. Developers must learn multiple programs. They must meet with multiple lenders or grant administrators. They must submit multiple loan and/or grant applications. Many of the partners involved in such deals boast of the cooperation and ability to do such complex deals, but ultimately, the deal is more expensive than it has to be than if funded by one source with adequate funds than 3 of 4.

Additionally, the ongoing tenant eligibility, property condition and financial requirements are slightly different for each of the funding sources and owners and managers must educate themselves about each and make sure that documentation is produced for each. An example is the similar but different requirements for the RHS section 515 program, the HUD section 8 and HOME programs, and the LIHTC program – all programs you may find used to fund a rural property. By making the tenant, property and financial requirements the same for each of these programs, substantial expense would be eliminated from the operating budget and making the tenant, property and financial requirements the same for each of these programs could reduce rents. Each of these programs has the same goal. It should be possible to make reaching that goal much more consistent between the programs.

Public Housing Authorities Directors Association
Changes to HOME

PHADA recommends several programmatic changes to the HOME program to make it more effective as a production tool. First, the 25 percent match requirement should be eliminated, or it should be significantly liberalized regarding what “counts” as the local match. Second, except that HOME is exclusively for housing, the rules for HOME and CDBG should be coextensive rather than having two different sets of rules (for example, the combination of public housing and Section 8 rules for income and rent calculations). Third, because “wiring up” a HOME project is a complex undertaking, PHADA recommends that the time allowed to commit the funds should be extended from two to three years, within the five-year time frame.

…

Expand the HOME program funding to significantly higher production levels.

· Eliminate or liberalize the 25 percent match requirement

· Eliminate the separate sets of rules for HOME and CDBG

· Extend the time to commit funds from two to three years

Vermont’s State Housing Agencies
In our opinion, elements of a successful production program include up front risk capital and organizational support for non-profit developers in order to make the program work. These elements are lacking in most of the existing production programs with the exception of the HOME program and to a limited extent the CDBG program. Ample technical assistance to housing producers, whether that be through workshops, group trainings, or one on one is another essential element of housing production. Block granting technical assistance funds to states would not only insure the availability of this assistance but would facilitate the provision of assistance designed to meet the needs and address issues relevant to a particular state or locality.
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