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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 12, 2003

RES. NO. 907-A
By: Council Members Lopez, Avella, Barron, Comrie, Dilan, Gerson, Nelson, Quinn, Reed, Sanders, Sears, Vann, Yassky, Jackson and Brewer

TITLE:
Resolution opposing President Bush’s FY 2004 budget proposal to eliminate the Section 8 Housing Voucher Choice program and replace it with block grants to the States and calling upon the New York State Congressional Delegation to oppose bills H.R. 1841 and S. 947, which would implement this proposal.

ANALYSIS AND BACKBROUND

Today the Committee will conduct a hearing on Proposed Resolution No. 907-A that opposes the Bush Administration’s FY 2004 budget proposal to convert the Section 8 Housing Voucher Choice program into State-administered block grants and further calls upon the New York State Congressional Delegation to oppose bills H.R. 1841 and S. 947, which would implement this proposal.


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(o) 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, and 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 up to 80% of the AMI. HUD determines AMI levels on an annual basis and the current AMI for New York City is $51,900.


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 102,000 low-income families within the City. In 2002, there was a 97.2% utilization rate for the low-income families who received vouchers, and NYCHA expects this number to rise to 98% by the end of this year. Further, in 2002, there were 5,412 more units under the voucher program than the previous year.


In his FY 2004 budget proposal, President Bush seeks to eliminate the existing Section 8 Housing Voucher program and replace it with block grants to States, to be called the Housing Assistance for Needy Families (HANF) program. At the request of the Administration, Congressional bills H.R. 1841 and S. 947 were introduced to implement this proposal. The Administration’s concerns with the current Section 8 Voucher Program stem from what they believe to be a relatively low nationwide success rate, in which approximately 30% of all vouchers are returned every year because families could not find housing within subsidy limits. HUD estimates that 80,000 housing vouchers will go unused nationwide in 2004. The Administration has expressed the view that States are in a better position to administer the program because they have a better understanding of their own specific housing markets and can therefore tailor the program accordingly. The Administration’s proposal also seeks to ease what it considers an administrative burden endured by HUD by having to administer all federal housing programs, especially Section 8 programs. 

The sponsors of Proposed Res. No. 907-A are extremely alarmed by the negative consequences that may result from converting the tenant-based Section 8 program into State-administered block grants, such as negative impacts on our local housing agencies that administer the program, including NYCHA and New York City’s Department of Housing Preservation and Development (HPD), as well as all of the low-income families that receive Section 8 vouchers. Under the pending legislation, allocations would not necessarily be made to local housing agencies, such as NYCHA or HPD, but to States who would be authorized to allocate funding to entities selected by the State Governor. For example, a State could chose to administer the program on a regional basis, across municipal boundary lines, and shift funding to regions within the State with greater political influence and reduce assistance in less favored regions.

Opponents of the HANF legislation insist that it will jeopardize the present funding structure for the Section 8 Voucher Program, undermine the praised “housing choice” aspect, increase rental burdens for low-income families, and lead to the future demise of the voucher program altogether. With respect to funding, annual appropriations for block grant programs generally receive only inflationary increases, while funding for the Section 8 Housing Choice Voucher program has been adjusted annually by Congress, with appropriations based on the actual costs of providing affordable housing. Under this formula, opponents assert that the voucher program would not be able to keep pace with the actual costs of housing, especially in the New York City housing market. Furthermore, many vouchers may be permanently eliminated during the first year of HANF because funding for FY 2005 will be based on the funding level of FY 2004, and that level will only cover the number of vouchers in use that year, and a certain number of vouchers are left unused every year. 

Housing advocates and public housing authorities (PHA’s) also maintain that uncertainty over future funding and the entities that will soon cease administering the program will deter landlords from participating, thereby creating the potential for even more vouchers to go unused and therefore eliminated from the program. The pending legislation would also limit the funds necessary to administer the program to 10% of a State’s total funding, thereby forcing States that need more funding to either contribute their own funds or reduce services. As a result, the number of eligible families who will not receive housing assistance is likely to increase under HANF, and 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. 

The pending legislation also provides for the future demise of the entire voucher program. Under HANF, although States would be required to continue to assist the same number of families as are assisted during the 120 day period ending in September 2004, this requirement expires after FY 2009 when States would be authorized to decrease the number of families receiving assistance. A provision such as this provides an incentive for States to reduce the number of families served during this target period in order to permanently reduce their obligation under law to assist their citizens.

Under the HANF proposal, States would be able to serve more affluent families because of a modification to the waiver system. Currently, PHA’s must ensure that at least 75% of all new voucher recipients each year are “extremely low income” families with income levels below 30% of the AMI, while the HANF legislation would allow States to request waivers to lower such targeting requirements to 55%, thereby serving more affluent households. The standard for obtaining such a waiver by a State would also be eased, such that States would only have to show that they cannot reasonably meet the targeting requirement, as opposed to the current standard of “impossibility.”

States would be authorized, under HANF, 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 pending legislation would allow States to calculate “household income” based on “gross income,” which includes money from sources that have traditionally not been counted towards that determination, such as money earned by teenagers from summer or after-school jobs or foster care payments. The pending legislation would also allow States to set a value or “payment standard” for the vouchers that is based, not according to the currently required difference between household income and “fair market rent,” but the difference between household income and any level determined by a State to be “reasonable and appropriate.” Advocates insist that low-income families will have no choice but to contribute more than 30% of their adjusted family income towards rent where a State lowers the payment standard to a level insufficient to rent most housing units. 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 sponsors of Proposed Res. No. 907-A urge both houses of Congress to act with thought and great care before it tampers with one of the most effective programs to assist families without financial resources to reside in homes that are safe and affordable.

Update
On Thursday, June 12, 2003, the Committee adopted this legislation by a vote of eleven in the affirmative, none in the negative and no abstentions.

Accordingly, the Committee recommends its adoption.
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