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THE COUNCIL

REPORT OF THE INFRASTRUCTURE DIVISION

MARCEL VAN OOYEN, DEPUTY CHIEF OF STAFF

COMMITTEE ON HOUSING AND BUILDINGS

Hon. Madeline Provenzano, Chair

June 28, 2004

RES. NO. 203-A
By: Council Members Lopez, Reyna, DeBlasio, Avella, Baez, Barron, Clarke, Dilan, Fidler, Foster, Gerson, Jackson, James, Martinez, Nelson, Quinn, Recchia, Sanders, Seabrook, Vann and McMahon.

TITLE:
Resolution opposing President Bush’s FY 2005 budget proposal to drastically cut funding for the Section 8 Housing Choice Voucher program and replace it with block grants to local housing authorities and calling upon the Congress of the United States to reject this proposal.

ANALYSIS AND BACKBROUND

Today the Committee will conduct a hearing on Proposed Resolution No. 203-A opposing the Bush Administration’s FY 2005 budget proposal to convert the Section 8 Housing Voucher Choice Program into block grants and calling upon the Congress of the United States to reject this proposal. The Administration’s proposal would drastically cut funding for the Section 8 Voucher Program by $1.6 billion in Fiscal Year (FY) 2005 and $6.1 billion by FY 2009.


Section 8 Housing Choice Voucher Program


The Section 8 Housing Choice Voucher Program currently provides federal housing assistance to approximately two million low-income families and elderly and disabled individuals nationwide. All Section 8 housing subsidies are provided by the federal government through programs authorized under Section 8 of the Housing Act of 1937. Section 8 housing assistance includes two categories, “Project-Based” and “Tenant-Based” assistance, both of which are currently administered by the United States Department of Housing and Urban Development (HUD). The Section 8 Voucher Program is tenant-based as it provides housing vouchers to families who then find their own apartments. The vouchers remain with tenants as long as income eligibility is maintained, even if tenants move to another location. Whereas, the project-based program provides subsidies to specific properties so that anyone who rents an apartment in the project automatically receives a subsidy. Families with household income levels below 50% of the area median income (AMI) are eligible for Section 8 subsidies, including a few specific categories of families with incomes of up to 80% of the AMI. HUD determines AMI levels on an annual basis and the current AMI for a family of two in New York City is $50,250.

The Section 8 Housing Choice Voucher Program has been praised by many legislators, affordable housing advocates, and the real estate industry, because of its flexibility and ability to provide low-income families with housing opportunities in neighborhoods of their choice with more jobs, lower crime, or better schools. According to the New York City Housing Authority (NYCHA), our principal administering agency, the voucher program is responsible for providing housing assistance to approximately 112,000 low-income families within the City. In 2003, there was a utilization rate of nearly 99% for the low-income families who received vouchers.


Flexible Voucher Program Block Grant Proposal


In his FY 2005 budget proposal, President Bush seeks to eliminate the existing Section 8 Housing Voucher program and replace it with block grants to be administered by local public housing authorities (PHAs), to be called the “Flexible Voucher Program (FVP).” As stated above, this proposal would drastically cut funding for the Section 8 Voucher Program by $1.6 billion in FY 2005 and $6.1 billion by FY 2009. If the proposal is enacted, it is estimated that as many as 250,000 vouchers could be lost nationwide in FY 2005 and 600,000 by FY 2009, thereby devastating the highly acclaimed Section 8 Housing Choice Voucher Program. If the proposal is enacted, the number of Section 8 vouchers in New York City could be reduced by approximately 13,230 in FY 2005 and 31,750 by FY 2009. A reduction in vouchers of this magnitude could cause a significant increase to New York City’s homeless population, which, according to a February 27, 2004 article in New York Newsday, has already grown substantially in the past two years, from an estimated 30,400 to a current estimate of 38,600.

Housing advocates have expressed the belief that the Administration’s concerns with the current Section 8 Voucher Program stem from a recent growth in voucher costs. However, according to the Congressional Budget Office (CBO) and other analysts, although the cost of vouchers has increased by an average yearly rate of 4% from 1996 to 2003, absolute voucher costs are now actually on the decline and will continue to decline in the coming years because, among other things, growth in market rents has slowed and the full effect of the slowdown will not be felt until 2005. Furthermore, low-income families will continue to earn more as the economy recovers. The Administration has also expressed the view that local PHAs are in a better position to administer the program because PHAs have a better understanding of their own specific housing markets and can therefore tailor their programs accordingly.

Opponents of the FVP proposal are alarmed by the negative consequences that may result from converting the tenant-based Section 8 program into block grants.  Housing advocates insist that the FVP proposal will jeopardize the present funding structure for the Section 8 Voucher Program, increase rental burdens for low-income families and lead to the future demise of the voucher program altogether.  Annual appropriations for block grant programs generally receive only inflationary increases, while funding for the Section 8 Housing Choice Voucher programs have been adjusted annually by Congress, with appropriations based on the actual costs of providing affordable housing. As proposed, the FVP proposal would not be able to keep pace with the actual costs of housing, especially in the New York City housing market.

Housing advocates and public housing authorities (PHAs) also maintain that the uncertainty over future funding will deter landlords from participating, thereby creating the potential for hundreds of thousands of families to become homeless. According to the Center on Budget and Policy Priorities (CBPP), approximately three fourths of all eligible low-income households do not receive any form of federal housing assistance due to funding limitations. According to NYCHA, there are currently 125,000 families on their Section 8 voucher waiting list, which has been closed for almost a decade.

The FVP proposal provides impetus for the future demise of the entire Section 8 Voucher Program. There is no assurance in the proposal that the same number of families would continue to be served. This fact is evident from the proposal’s elimination of two key requirements that benefit low-income families, such as the requirement that families pay no more than 30% of their income on rent and the requirement that 75% of all new vouchers be awarded to “extremely low-income” families, defined as families who earn less than 30% of median income, or approximately $15,000 for a family of two in New York City. The Administration’s proposal would raise the income eligibility standard to 80% of median income for all voucher recipients, or $40,200 for a family of two in New York City, thereby enticing housing agencies to target much higher-income families if they seek to serve the same number of families as are currently served.

Under the FVP proposal, PHAs would be authorized to increase the rental burdens of low-income families. While most families currently pay no more than 30% of their “adjusted income” for rent under the program, the proposal would allow PHAs to calculate “household income” based on “gross income,” which includes money from sources that have traditionally not been counted towards that determination, such as reasonable child care expenses and unreimbursed medical expenses for the elderly. In areas where rents are higher than most, such as New York City, this shift will either increase the amount of real income that families will spend on housing or reduce their housing choices to those areas of communities with the lowest quality, but cheapest housing.

The FVP proposal would also limit “enhanced vouchers” to one year, when such vouchers will receive the same value as those normally distributed by housing agencies. Critics of the proposal are concerned that after the enhanced vouchers lose their added value, some recipients, many of whom are elderly and disabled, will no longer be able to afford to live in their current home and will be forced to find new housing with the possibility of becoming homeless if they can not.

Housing advocates assert that if the Bush Administration’s proposal to establish block grants and to drastically cut funding for the voucher program is successful, PHAs would be faced with fewer options. As a result, PHAs would have to either drastically reduce the number of families that currently receive vouchers, require families to pay much more of their income on rent than they currently do, shift a substantial amount of vouchers to much higher income families, or a combination of all three.  Thus, the FVP proposal would force local governments to devote even more of their increasingly limited resources to address local housing needs.

Accordingly, the Council of the City of New York urges both houses of Congress to act with thought and great care before tampering with one of the most effective programs to assist families without financial resources to reside in homes that are safe and affordable. The Council also calls upon Congress to reject in its entirety the FY 2005 budget proposal to drastically cut funding for the Section 8 Housing Choice Voucher program and to oppose the flexible voucher plan.

Update


On Monday, June 28, 2004, the Committee adopted this legislation by a vote of nine in the affirmative, zero in the negative and no abstentions.


Accordingly, the Committee recommends its adoption.
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