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Resolution calling upon the United States, the State of New York, and the City of New York to recognize and respond to the crisis of the Section 8 Project-Based Rental Assistance program, and calling upon the appropriate committee of the Council of the City of New York to conduct hearings on the impact of the non-renewal of Project-Based Section 8 contracts.

Section 8 Programs


The United States Department of Housing and Urban Development (HUD) provides housing assistance through two programs that subsidize rents for poor tenants in privately-owned buildings.  These two programs, commonly referred to as the “Section 8 Voucher Program” and “Project-Based Section 8” provide subsidies to income-eligible individuals and families with each assisting roughly one-half the total Section 8 units nationwide.  In New York City the voucher program is responsible for approximately 60 percent of the total 123,275 unit Section 8 program.  The Section 8 program has 48,819 units of Project-Based Section 8 housing in 448 projects, and 74,456 Section 8 vouchers that are distributed within New York City. The tenant-based program provides vouchers to individuals who then find their own apartments.  The project-based program provides subsidies to specific properties so that anyone who rents an apartment in the project automatically receives a subsidy.  In the project-based program the landlord must rent all the apartments to income-eligible residents.  Regardless of the program, all Section 8 residents pay approximately one-third of their gross income in rent and the income eligibility is the same. Those who are income eligible include families whose income is 80 percent of median income for the area, or less.  Some Section 8 programs target very-low income households, which are defined as households at or below 50 percent of median income for the area. Currently the median income for a family of four in New York City is $53,400.  Therefore, HUD’s income limits in New York City are as follows:


low-income family of one - $29,900, very low-income - $18,700;


low-income family of two - $34,200, very low-income - $21,350;


low-income family of three - $38,450, very low-income - $24,050;


low-income family of four - $42,700, very low-income - $26,700. 

These numbers are adjusted annually.

Project-Based Section 8 Program



Starting in 1975, HUD signed 20-year contracts with private owners of residential properties to subsidize their properties with Section 8 funds.  These contracts included rental amounts for each apartment that HUD would guarantee for the life of the contract.  Often, these contracts provided landlords with rents that exceeded those for adjacent properties, especially in distressed neighborhoods. Each time these contracts expire the property owner and HUD renegotiate the rents to be paid for the units if the owner chooses to remain in the program.  The expiration of significant numbers of project-based Section 8 contracts have produced concern about the number of properties that may elect to opt-out and become market rate rentals, and the number that will continue as affordable housing units.


Although contracts began expiring a number of years ago and the number of opt-outs to date has been limited, the recent boom in the New York City real estate industry, coupled with the reduction of rent paid by HUD in its “Mark Down To Market” 
 initiative create situations where close scrutiny is required lest the number of affordable housing units provided by this program be reduced.

  
A recent study by HUD  stated that the unprecedented economic growth of the last six years has created a situation where, “rather than benefiting from the surging economy, low-income renters are left to compete for the dwindling supply of affordable housing available on the private market... With few places to turn, residents’ fears about displacement from project-based Section 8 housing are magnified.
” This same study also reported that during the next five years, two-thirds of all project-based Section 8 contracts will expire, totaling almost 14,000 properties containing 1 million subsidized housing units.  As contract expirations increase, so does the risk of losing affordable housing.  In 1998, more than 17,000 subsidized units in over 300 properties left the project-based Section 8 program, more than 3 times the total from the year before. According to HUD data, which is reported by state, by September 2004, contracts will expire for 81,000 units in New York, 89,000 units in California, 69,000 in Ohio, 46,000 in Texas, 41,000 in Illinois, 40,000 in Pennsylvania, 35,000 each in Florida and Michigan, 34,000 in Massachusetts and 29,000 in Indiana.  Each state in the country has contracts for more than 1,000 units expiring in the next five years. 


While most properties remain as project-based Section 8 housing, the same HUD report indicated that roughly 10 percent “opt-out” and convert to unsubsidized housing; in New York City these convert to market rate rentals.  Since October 1996, more than 30,000 subsidized units in over 500 project-based Section 8 properties have left the program including 1,800 units that have opted-out in New York, 4,000 in California, 3,500 in Texas, and 1,500 each in Florida and Pennsylvania. 


HUD provides protection to residents in properties that opt-out by providing vouchers to all income eligible residents.  The residents can use the vouchers either to remain in their current units or to move to other housing.  However, the standard voucher does not effectively protect residents in higher-rent neighborhoods because these vouchers are pegged to the Fair Market Rent (FMR) which may not be adequate to cover real rents in these areas.  Currently, the FMR in New York City for a studio apartment is $704, for a one bedroom $785, for a two bedroom $891, for a three bedroom $1114 and for a four bedroom $1249. Because of the inadequacy of these rents in some areas, HUD has created an enhanced voucher that is not tied to the FMR.  Instead, the value of the voucher is negotiated between the owner of the development and the administering public housing agency.
   In most situations the owner is required to accept this enhanced voucher for at least one year.  For contracts that are currently expiring, the length of the new contract is up to the owner of the property, who can elect to negotiate a new contract for a period of from one to five years, but the funding is subject to annual congressional appropriations. Each time the contract expires the owner can choose to opt-out. 

Background

The Housing Acts of 1965 and 1968 sought to privatize low-income housing by providing direct subsidies to developers who would build multi-family housing for low-income families.  The federal government provided low-interest loans to developers and guaranteed the payment of rents to property managers.

By the early 1970’s both the public and the public-private programs had become highly controversial at the local level.  Critics cited examples of deterioration and lack of maintenance that were attributed to profiteering and “slumlord” practices.  As a result of the criticism and concerns, a moratorium on the production of new public housing was put in place.  However, to help counter a recession in the early 1970’s the federal government placed more federal funds into housing production.

In 1974 a new approach to the provision of low-income housing was introduced, the Section 8 Rental Assistance Program.   As previously stated this consisted of a Section 8 Voucher Program and the Project-Based component. The Voucher Program provided low-income families with a rent voucher that would pay for a portion of the rent in any privately owned rental housing unit where the landlord was willing to accept the voucher.  Originally, families paid 25 percent of their gross income toward the rent and utilities (this was later increased to approximately one-third of the families’ income) while the federal government paid the balance to a maximum level designated by HUD. 

During the initial years of the Section 8 program, on average more than 200,000 units were added each year, with the tenant-based voucher program growing somewhat more quickly than the project-based program.  However, starting in 1980, the growth in project-based subsidies accelerated, accounting for three-quarters of the average increase of 170,000 units per year until 1985.  After 1985, vouchers took the lead again as new project-based subsidies were phased out, and growth overall slowed to under 90,000 units per year on average.  Despite the slower growth, however, it was not until 1995 that Section 8 saw its first reduction in history.  New vouchers were frozen from 1995 until 1998 when an additional 50,000 new vouchers were added.

According to the HUD report cited extensively herein, housing in the Section 8 project-based program is often placed in better neighborhoods than its occupants could otherwise access.  “Although the vast majority of Section 8 residents are extremely-low-income -less than 30 percent of area median income- surprisingly few properties are located in low-income neighborhoods.  Only half of project-based Section 8 properties are in census tracts with median incomes less than 80 percent of area median.  Similarly, Section 8 properties are often in higher rent neighborhoods – about one-half of project-based properties are located in tracts where local rents are higher than 90 percent of area median.
”

 Currently, the Section 8 program helps nearly 3 million families around the country afford decent housing, more than double the number of families assisted by the next largest housing program, public housing. 

1 “Mark Down to Market” is a program where HUD reduces their rents to landlords where comparable housing is renting for less than the Section 8 apartments.  Often in depressed neighborhoods the Section 8 housing is the best and most expensive housing around, therefore the reduction in the rents may cause major problems with regard to the ability to maintain existing developments on the reduced revenue. 


� Department of Housing and Urban Development, Opting In: Renewing America’s Commitment to Affordable Housing, April 1999





� Ibid.


� In New York City HUD can assign the New York City Housing Authority (NYCHA), the New York City Department of Housing Preservation and Development (HPD) or the New York State Division of Housing and Community Renewal (DHCR) as its administering public housing agency.


� Ibid.
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