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HUD’s Section 8 Renewal Interpretation Would Put Over 60,000 Low-Income Families At-Risk

(April 7) - Instead of using housing agencies’ actual per unit cost data available throughout the year, HUD plans to implement their interpretation of the FY 2004 omnibus appropriations bill (Public Law 108-199) as fixing per unit costs as of August 1, 2003 with an inflation adjustment. NAHRO’s study shows that as a result of HUD’s interpretation of the FY 2004 renewal formula, it would dramatically under-fund over 950 local housing agencies by over $354 million and over-fund approximately 750 others by approximately $190 million.  The funding shortfall created by HUD’s renewal formula interpretation, would put over 60,000 voucher-assisted low-income families and their participating property owners at risk.  We do not believe this was the intention of Congress.  

Background

NAHRO sent the attached March 5th letter to Assistant Secretary Liu concerning HUD’s interpretation of the Section 8 renewal formula in the FY 2004 omnibus appropriations bill (Public Law 108-199) which is currently pending implementation.  We received a written response from Deputy Assistant Secretary William O. Russell, III.   While NAHRO’s March 5, 2004 letter to HUD acknowledged that HUD could choose to narrowly interpret the FY 2004 renewal formula, we stated that we believe it is incumbent upon HUD to most effectively utilize available funding for the voucher program as provided by the Congress.  

HUD’s response letter conveys their plans to implement the FY 2004 renewal formula by using per unit cost data supplied as of August 1, 2003, adjusted for inflation after that date, rather than on the latest available actual per unit cost data as reported by housing agencies.

Analysis
NAHRO has just completed a national study of the impacts of HUD’s interpretation of the Section 8 renewal formula in the FY 2004 omnibus appropriations bill.  NAHRO’s study shows that over 950  housing agencies in all 50 states and four Territories, would likely experience dramatic renewal funding shortfalls of over $556 million from their twelve-month renewal funding needs to support existing authorized families under lease. Even after exhausting the project reserves available to them, these agencies would still be under-funded by HUD’s interpretation of the FY 2004 renewal formula, by over $354 million.  This shortfall would put 60,000 voucher-assisted low-income families and their participating property owners at risk.   

HUD’s stated interpretation would under-fund many housing agencies that have increasing per unit costs since August 1, 2003.  If it moves forward as planned, HUD would also over-fund housing agencies with decreasing per unit costs as of August 1, 2003, resulting in a projected recapture of over $190 million in these agencies’ twelve-month renewal funding and $460 million in their project-reserves.

NAHRO also studied the effects of the FY 2004 renewal formula as we believe Congress’ intended it to work, which is based on unit months leased as of August 1, 2003 and actual per unit costs on a rolling basis throughout LHA’s 2004 fiscal year (rather than as of August 1, 2003).  NAHRO’s study found that if housing agencies’ one-month project-reserves were properly funded at 8.25 percent of their FY 2004 annual Housing Assistance Payment level, no agency would experience a budget shortfall and the program would experience the lowest level of recaptures of unused twelve-month renewal funding in the history of the program.  In short, the FY 2004 renewal formula as we believe Congress’ intended it to work would serve all authorized vouchers under lease with the funds appropriated by Congress.

Comments

NAHRO’s national study shows the accuracy of what we believe Congress intended for the FY 2004 renewal formula, and the unintended consequences of HUD’s stated renewal formula interpretation.   Congress provided $12.975 billion in direct appropriations for Section 8 tenant-based voucher contract renewal funding, enough to support every authorized voucher under lease throughout FY 2004 based Congress’ actual per unit cost projections.  With sufficient funding available in FY 2004, there is no reason to create shortfalls. Ending FY 2004 with dramatic renewal funding shortfalls for some agencies and recaptures in other agencies’ twelve month renewal funding, would be unprecedented and calls into question whether HUD’s stated formula interpretation is what Congress truly intended.

NAHRO believes that our interpretation of the renewal method is fully consistent with the text of the statutory language. And, because it best avoids error in either over-funding or under-funding based on erroneous per unit costs, this method best comports with fulfilling the Department’s obligation to apply the funding available in a manner that will serve the maximum number of authorized families under lease.

NAHRO has detailed working knowledge of statutory language that shapes affordable housing and community development programs. However, HUD is charged with the responsibility of writing regulations to implement housing laws enacted by Congress.  NAHRO will continue to express our position and register our concerns on this issue, with an eye towards an equitable resolution in a timely manner.   

If you have any questions or comments, please contact Housing Policy Analyst, Jonathan Zimmerman at jzimmerman@nahro.org or at 1-877-866-2476 ext. 238.
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