2007 WORKFORCE HOUSING SUMMIT

STRATEGY WORKGROUP RESULTS

On April 6, 2007, over 200 participants Oregon’s Hood River, Wasco, Sherman, Gilliam Counties and Washington’s Klickitat and Skamania Counties gathered at the Best Western Hood River Inn, in Hood River Oregon for the Mid-Columbia Workforce Housing Summit, the region’s first event of its kind.  The summit was the culmination of eight months of planning by a group of 12 individuals, representing both public and private sector organizations. 

The day-long event was structured to accomplish several things: 

· Create an awareness and consistency of understanding among attendees about the increasing inability of the region to provide affordable workforce housing. Initial orientation to the issue was the task of US Congressman Greg Walden and variety of county and city elected officials. Augmenting the panel presentation was a statistical overview of the region provided by the Oregon Employment Department’s Regional Economist, Dallas Fridley. 

· Allow attendees to hear case studies from a panel of major regional employers about the impacts of the lack of workforce housing.  Participating on the panel were representatives from Orchard View Farms, Hood River School District, Providence Hood River Memorial Hospital, Best Western Hood River Inn and Skamania Lodge.

· Expose attendees to examples from other areas of programs and strategies that have been proven effective in improving the affordability and availability of workforce housing. Participating on this panel were representatives from Enterprise, CDK Partners, Chicago Illinois Metropolitan Planning Council and St. Vincent DePaul Society. 

· Expose attendees to available tools and resources from State and Federal agencies.  Participating on this panel were representatives from the Oregon Economic Development Department, Oregon Housing and Community Services and the Washington State Financing Commission.

· Allow attendees to discuss, prioritize and refine a collection of workforce strategies gathered as a result of extensive research by the planning group and to gather any additional ideas from the four workgroup of attendees.

The summary below, and the following workgroup results, document the outcome of the four work groups.  To perform the work, attendees divided into four focus areas:

THE WORK GROUPS

How Can We Improve Access and Affordability?

Strategies for housing providers, land holders, and builders (public or private associations, trusts, coops, non-profits, etc.) to increase housing affordability and accessibility.

What Can the Public Sector Do?

Additions, changes, or refinements to regulations impacting the costs and availability of land and housing, the timeliness of development, and the location, mix, and determination of housing types.

What Can Employers Do?

Employer-driven strategies to assist employees with housing,
either by affecting wages and benefits, assisting with the lending
process, or by the direct provision of land and/or housing.

What Can Be Done On The Money Side?

Strategies to improve the effectiveness and availability of sources of funding for the development of workforce housing, as well as for its ownership or rental.

The Challenge:  Each workgroup was asked to review various strategies for its workgroup and choose those the participants felt were most likely to have the greatest impact in the region, if enacted.  They were also asked for any refinements or comments pertinent to the selected strategies.  In addition, participants were given the opportunity to propose additional strategies. 

This report includes: 

· Description of preliminary strategies evaluated by workgroups in each of the four focus areas (Pages 3-17)

· Summary workgroup results, by focus area (Pages 18-26)

PRELIMINARY STRATEGY DESCIPTIONS 

Please note that Web site references below each description provide links to further information and research. 

STRATEGY:  How Can We Improve Access and Affordability?

Strategies for housing providers, land holders, and builders (public or private associations, trusts, coops, non-profits, etc.) to increase housing affordability and accessibility.

1) Community Land Trust: Funded by a number of different strategies, community land trusts assume and maintain ownership of land used for affordable housing. The parcels are conveyed through long-term ground leases, while the structures are usually owned outright by the owner (an individual, cooperative housing corporation, or other nonprofit, governmental, or even for-profit entity).

More information:

http://mchs1.notlong.com  (a comprehensive overview of community land trust from the Institute for Community Economics)

http://mchs2.notlong.com  (a good searchable site for information on land trusts)

http://mchs3.notlong.com  (discusses why CLT is an effective strategy) 

2) Recordable Regulatory Agreement: The "recorded regulatory agreement" is a recorded agreement that providing the initial owner and all subsequent owners, in return for a highly subsidized initial purchase price, are required to resell the property only to a qualified low income buyer at an artificially low price (usually the original purchase price plus some small yearly percentage increase and any capital improvements). Often such regulatory agreements will also grant the subsidizing governmental entity an option to purchase the property at the preset resale price if the owner claims that they cannot find a qualified buyer.

More Information:

http://mchs5.notlong.com  (some general pros and cons of using recordable regulatory agreements)

3) Improving the visibility of existing programs: There are a variety of workforce housing programs that few developers know about. Publicizing these programs and making them available to the entire development community can make these programs more effective. 

http://mchs6.notlong.com  (an index of available federal affordable housing opportunities)

http://mchs7.notlong.com  (Oregon Department of Housing and Community Services web site)

4) Equity Assurance Program: To discourage resistance to higher density projects, especially rental units, an equity assurance program enrolls property owners near higher-density residential projects and pays the difference between the appraised value and the sale value if it is negative. More Information:

http://mchs8.notlong.com    (a general description from Fannie Mae of how an Equity Assurance program can work)

http://mchs9.notlong.com   (site that describes how EAP is used and offers links to frequently asked questions) 

5) Minimal House Size: A reduction of material and labor in construction which is less costly to maintain and furnish and more efficient use of land.

More Information:

http://mchs10.notlong.com  (a commercial site with information on making smaller homes attractive and functional

http://mchs11.notlong.com  (a nonprofit that plans for more energy efficient houses that can be built with community labor)

6) Reduction in Complexity: Use of standard and modular dimensions such as prefabrication of housing components and/or use of standard plans.

More Information:

http://mchs12.notlong.com  (an article on Noji gardens in Seattle)

http://mchs13.notlong.com  (case studies of three different projects)

http://mchs14.notlong.com  (affordable green housing projects detailed from various approaches)

http://mchs15.notlong.com  (Palm Harbor Homes web site, an example of a local fabricator of manufactured/modular homes)

7) Flexible Housing (FlexHousing): Increases the adaptability of new homes by designing flexible, adaptable, and/or unpartitioned spaces to accommodate changing space needs, activities, and users, and can include unfinished spaces for future expansion (unfinished basement or attic). The house is equipped for such changes with pre-wiring and plumbing ready for adaptation. Flexible housing is also built to be accessible with features to accommodate young children, the disabled and the elderly. Flexible housing is usually designed to permit surplus space to be rented out to either a non-related tenant or a family member and thereby reducing the costs of ownership. As the family size increases or its needs change, the dwelling can be reconfigured. More /information:

http://mchs16.notlong.com  (a good summary and some examples of flex housing)

http://mchs17.notlong.com  (site that gives an overview of flex housing and what some of the unique features are)

8) Incremental Houses: Building a home in stages can make it more affordable in the long run. An incremental house begins with one or two finished floors on a small lot. The unfinished floors contain or are ready for the plumbing, wiring, structural configuration and ductwork necessary for being finished in the future. As the financial situation of the homebuyers improves and the space requirements of the household increase, the unfinished floors are subdivided and completed to meet the household's needs.

More Information:

http://mchs18.notlong.com  (a summary and two case studies)

9) Equity Cooperatives: Whereby residents contribute equity in exchange for shares that entitle them to occupy one of the units and use the common amenities. When the residents leave the co-op, they are entitled to at least their initial equity and perhaps some part of the appreciated value of their shares, depending upon what approach the co-op takes.

More Information:

http://mchs19.notlong.com  (a summary and two case studies)

http://mchs20.notlong.com  (describes housing co-ops and has links on how to being your own co-op)

10) Non-profit rentals: Non profit develops the homes, retains ownership, and rents the homes.

http://mchs21.notlong.com  (provides models and case examples of workforce housing, including how San Jose collaborated with both for profit and non profits to build workforce housing)

11) Shared housing: The occupancy of a dwelling unit by two or more unrelated individuals sharing kitchen, bath, living, and dining space.

More Information:

http://mchs22.notlong.com  (the website of the National Shared Housing Resource Center)

http://mchs23.notlong.com  (website on shared housing from ecumenical ministries of OR)

12) Redevelopment of Industrial and Commercial properties: Former industrial or commercial land present opportunities to redevelop sites. Redeveloping sites enables the provision of affordable housing because of increased density and use of existing infrastructure. Redevelopment can range in size from one or two units on the site of a former dwelling site to many hundreds of units on former industrial lands.

More information:

http://mchs24.notlong.com  (a summary and two case studies)

http://mchs25.notlong.com  (example of redevelopment in LA)

13) Mutual Housing Associations: Mutual housing is owned by a mutual housing association where residents are members. The mutual housing association, as a whole, owns all the housing developments. Although residents cannot buy or sell their units directly, they do have a significant voice in decision-making, and have a lifetime right to live in the housing. Monthly charges for the units are based on a percentage of the resident's income, and reflect the actual operating costs of the housing. There is no equity accumulation for members, or credit for mortgage principal paid.

More information:

http://mchs26.notlong.com  (background on cooperative housing mechanisms - of which mutual housing associations are one - from the National Association of Housing Cooperatives)

http://mchs27.notlong.com  (an overview of how mutual housing associations work, from an association in Hartford, Connecticut)

14) Public sector purchase of rural lands: The public sector could purchase land outside of Urban Growth Boundaries, and make specific expansions of the UGB to take in those lands for use as workforce housing or trade for other lands within the city.

15) Emphasis on infill construction: Development that makes use of vacant or underutilized land and buildings in downtown or suburban areas.

http://mchs28.notlong.com  (report that promotes infill construction, and gives example of city's attempt to evaluate what actions would be effective to support affordable housing)

16) Donation of publicly-owned land: Donation, by jurisdictions, of surplus land or property received through tax liens / foreclosure to a mechanism, to create or rehabilitate permanently affordable housing.

http://mchs29.notlong.com  (overview on how property can be re-used, including donating lands)

17) Conduct a local/regional needs assessment on workforce housing demand prior to designing public programs: Assessing demand for workforce housing in targeted urban areas will provide a statistical basis for public policy, while also demonstrating demand to development and finance communities  

Strategy:  What Can the Public Sector Do?

Additions, changes, or refinements to regulations impacting the costs and availability of land and housing, the timeliness of development, and the location, mix, and determination of housing types.

1) Increased zoning for multi-family development: Cities can consider increasing their land supply appropriate for affordable housing by zoning for more multi-family development at medium and high densities.

http://mchs30.notlong.com  (the importance of zoning to meet specific local needs)

http://mchs31.notlong.com  (article on how Seattle is addressing need for more multi-family friendly land use codes)

2) Density bonuses: Developers who commit to allotting a certain percentage of units at below market rates may be allowed to reduce lot sizes or increase the number of houses on a lot, thereby reducing land cost per unit. This can include bonuses for the rehabilitation of existing substandard housing provided the bonus units are available as affordable housing. More information:

http://mchs32.notlong.com  (Sonoma County's description of its density bonus program)

http://mchs33.notlong.com  (regulations governing Salinas' density bonus program)

3) Minimum densities: Establishing minimum densities for multi-family zones for better utilization of land dedicated to affordable housing.

4) Accessory Dwelling Units (ADUs): Allow ADUs as a permitted use in single family zones and planned unit developments.

More information:

http://mchs34.notlong.com  (good overview of ADU's, with case studies)

5) Minimum lot and building size:, Eliminate unnecessary minimum lot and building size requirements from zoning ordinances.

http://mchs35.notlong.com  (advocates to eliminate unnecessary minimums as one piece of range of strategies to meet housing needs of community)

6) Mixed-use development: Encouraging higher density development in employment centers to create affordable housing in areas with immediate proximity to jobs.

http://mchs36.notlong.com  (gives an example of one mixed-use development in OR)

7) Cluster design: Rather than allowing cluster designs only as special exceptions or conditional uses, permit their use without exception or conditional use requirements. More information:

http://mchs37.notlong.com  (from the Municipal Research and Services Center of Washington, a discussion of a number of affordable housing strategies, including this one)

8) Parking requirements: Where advisable, especially in areas within proximity to public transport, cities can reduce their parking requirements for affordable housing developments (number and dimensions).

http://mchs38.notlong.com  (from Policy Link, mentions parking requirements as a strategy in its larger discussion of infill)

9) Joint municipal planning: Provide for coordination and uniformity among jurisdictions on land use ordinances important to workforce housing, thus providing a better knowledge base and response to current housing needs, as well as a more uniform playing field for the development community.

10) Priority review of affordable housing projects: Jurisdictions could provide special services at all levels of review and inspection for affordable housing projects.

More information:

http://mchs39.notlong.com  (a case study of the Orange County Florida Affordable Housing Expedited Review Process)

http://mchs40.notlong.com  (a number of strategies from the city of Fremont, California, including this one)

11) Inclusionary zoning: Mandated link between the construction of market rate housing and low and moderate-income housing, often used in conjunction with density bonuses. More information:

http://mchs41.notlong.com  (town of Cary North Carolina's affordable housing plan, which includes a discussion of inclusionary zoning) 

http://mchs42.notlong.com  (a comprehensive discussion paper from the Brookings Institution Center on Urban and Metropolitan Policy) 

http://mchs43.notlong.com  (a step-by-step process to establishing inclusionary zoning)

http://mchs44.notlong.com  (links to zoning practice and zoning news; evaluation of inclusionary zoning programs across the US)

12) Redevelopment of industrial and commercial properties: Former industrial or commercial land presents opportunities to redevelop sites. Redeveloping sites enables the provision of affordable housing because of  increased density and use of existing infrastructure. Redevelopment can range in size from one or two units on the site of a former dwelling to many hundreds of units on former industrial lands.

http://mchs45.notlong.com   

13) Existing housing stock rehabilitation: Establish regulations that encourage (especially in terms of cost reductions) the rehabilitation of existing housing.

More information:

http://mchs46.notlong.com  (New Jersey's award winning rehabilitation subcode)

http://mchs47.notlong.com  (describes rehabilitation programs)

14) Construction of smaller homes: Among other measures, tie permit costs to home size, rather than just number of units. This could be more profitable for builders to build smaller units.

15) Reduced condominium conversion: Restrict and/or discourage condominium conversions of existing rental stock. Conversion to condominiums (or single family homes) usually increases cost of housing and often displaces residents.

http://mchs48.notlong.com  (details a condo conversion fee, which is dedicated to the city's housing trust fund)

http://mchs49.notlong.com  (describes Palo Alto's approach to controlling condo conversions) 

http://mchs50.notlong.com  (the City of Fairfield's regulations concerning condo conversions)

16) Residential alterations/conversions: Permit/facilitate the conversion of existing single family dwellings into two or more residential units.

17) Development fee waivers or abatements for affordable housing: Can be partial or full reductions of development fees on affordable housing units. Availability can be restricted to non​profit developers or open to all.

More information. 

http://mchs51.notlong.com  (The Portland Development Commission's development fee waiver program for non-profit affordable housing projects) 

http://mchs52.notlong.com  (a Regulatory Barriers Clearinghouse overview of different development fee waivers, abatements, or rebate programs from around the country)

18) Property tax abatement or exemption for rehabilitated buildings used for workforce housing: A reduction in property taxes for a set amount of time for rehabilitation of vacant or underutilized buildings.Currently, Oregon has a Vertical Housing Tax Credit Program, which allows up to a 20% reduction in property taxes per floor, up to 4 floors or 80%, for 10 years.

More information:

http://mchs53.notlong.com  (Oregon's Vertical Housing Program)

http://mchs56.notlong.com   (Seattle's property tax exemption program) 

http://mchs56.notlong.com  (rental rehabilitation guidelines from the Portland Development Commission)

19) Property-tax abatement or exemption for construction of new workforce housing: A reduction in property taxes for a set amount of time to encourage the construction of workforce housing. Oregon has several examples - one is an application made directly to the local County Assessor's office for a partial property tax reduction on affordable housing complexes, another is the Vertical Housing Tax Credit Program, allowing up to a 20% reduction in property taxes per floor, up to 4 floors or 80%, for 10 years.

http://mchs57.notlong.com  (Oregon's Vertical Housing Program)

http://mchs58.notlong.com  (Oregon's application for a Special Assessment of property taxes on affordable housing complexes.

20) Mechanisms to discourage land or structures left vacant: Adjustments to tax assessments and/or other regulatory mechanisms to encourage owners of vacant land or structures to develop affordable housing.

More information:

http://mchs59.notlong.com  (an argument in favor of reducing the tax on buildings and a simultaneous rise of the tax on land to encourage the development of vacant lots - called land value taxation, the two-rate tax, incentive taxation, and the split-rate tax)

21) Reduction of the tax rate for multi-family housing: Reduction of the tax rate for affordable multi-family housing to make them consistent with or more favorable than single-family housing.

http://mchs60.notlong.com 

22) Residential tax credit for rehabilitating affordable housing: A residential tax credit applicable to the costs incurred during the construction, alteration, or modification of affordable housing.

More information:

http://mchs61.notlong.com  (Hawaii's Residential Construction and Remodeling Tax Credit)

23) Replacement of demolished homes: Mandated replacement of moderate- or low-priced single family homes demolished as a result of a residential project by an equal number of equivalently priced units, with first priority for occupancy given to previous residents.

http://mchs62.notlong.com 

24) Preferential expansion of city urban growth boundaries for the creation of workforce housing: A streamlined process for the selective expansion of UGBs for the expressed purpose of creating workforce housing.

http://mchs63.notlong.com 

25) Maximum charitable tax credits for individual donations to affordable housing: The creation of a state tax credit of X% of the value of cash or in-kind donations to affordable housing. More information:

http://mchs64.notlong.com  [similar link] (describes three models of tax strategies for affordable housing, including charitable tax credit; gives examples of where tax strategies have been used effectively and compares three strategies)

26) Housing construction and rehabilitation code amendments: A cost/benefit analysis of codes governing new house construction and rehabilitation to ascertain whether housing affordability can be increased without sacrificing safety. Potentially, could include a separate set of codes for housing rehabilitation.

More information:

http://mchs65.notlong.com (page 55-56) 

http://mchs66.notlong.com  (New Jersey's award winning rehabilitation subcode)

27) Annexation / UGB Agreements: Voluntary agreements between cities and landowners to dedicate a certain proportion of developable land to affordable housing as a condition for annexation into the city or inclusion into the UGB.

More information:

http://mchs67.notlong.com  (18.106.030)

Strategy:  What Can Employers Do?

Employer-driven strategies to assist employees with housing, either by affecting wages and benefits, assisting with the lending process, or by the direct provision of land and/or housing.

1) Employee surveys on workforce housing demand: Useful in providing information to employers about which programs of employer-assisted housing might be most effective for their employees.

http://mchs68.notlong.com   (sample survey) + http://mchs69.notlong.com (Program)

http://mchs70.notlong.com  (example of a document from Portland)

2) Home buyer and financial literacy education:  Programs offered through employers to assist employees in making good decisions about home purchase and financing. In this region, the Southern Oregon Housing Resource Center is particularly active in these types of activities.

http://mchs71.notlong.com  a complete report from Minnesota geared toward informing employers about housing issues and giving them ways they can support their workforce; includes financial literacy as one strategy)

3) Down payment loans and/or closing cost assistance programs: Down payment loan programs can be structured in several ways: reduced interest rate loans, deferred loans, and forgivable loans. These programs are usually predicated on providing the employee with an incentive to remain with the employer for an extended period of time. Currently, forgivable loans are taxable, while deferred loans can be designed to have no tax implications. An employer offering a closing cost subsidy program can pay closing points on a mortgage (usually 1-3% of the mortgage), or cover legal costs associated with the purchase.

More information:

http://mchs72.notlong.com  doc (an article describing a Fannie May-supported forgivable loan program offered by Norton Healthcare to its employees)

http://mchs73.notlong.com  (from Fannie Mae, describing the products they have that can work with an employer program)

http://mchs74.notlong.com  (newspaper article featuring HomeStreet Bank's employer assisted housing program)

http://mchs75.notlong.com  (an article describing how Freddie Mac and partners in the public and private sector designed an employer assisted housing program)

4) Mortgage guarantees: Employers can guarantee all, or a portion of, a mortgage. By guaranteeing a mortgage an employer can reduce lender risk. In return the lender can reduce down payment requirements (in some cases to nothing), offer more flexible loan underwriting criteria, and waive private mortgage insurance premiums.

http://mchs76.notlong.com  (example of program in Seattle that has supported workforce housing by addressing a) lack of education, black of funds, and c) affordability gap)

5) Mortgage  buy-down programs: The practice of subsidizing mortgage interest rates in which, these programs pay multiple points at the time of closing, usually 6-16 points. Financial institutions sometimes offer a version of the mortgage buy-down program by agreeing to hold a below market rate loan in the lender's own portfolio.

http://mchs77.notlong.com   (a brief summary of a New Hampshire Housing Finance Authority program)

6) Purchase of mortgage backed securities: Mortgage revenue bonds are commonly issued by local and state agencies and many private real estate lenders. Employers can request issuers to issue taxable bonds paying a below market rate, which the employer would purchase. The proceeds from the bonds would be used to fund mortgages or second mortgage down payment loans for the firm's employees, and the repayment of the mortgages would repay the employer's bond.

http://mchs78.notlong.com  (example of U. of Cal supporting faculty with mortgage bond programs)

7) Group mortgage insurance: Offers the same benefit to the employee as a mortgage guarantee program does. To the employer the difference between the two programs is that a mortgage guarantee results in the firm incurring a contingent liability. An insurance program enables the employer to transfer this liability to an insurer in return for a premium. 

http://mchs80.notlong.com  (white paper on employer assisted housing, with this as one strategy)

8) Rehabilitation assistance: Employer-provided funds for upgrading employee-owned and occupied homes. This can be a loan, grant, or combination loan/grant.

http://mchs81.notlong.com  (categories of programs to address housing needs that includes rehabilitation and other links)

9) Employer-provided rental housing: Employers can hold master leases on apartment units and/or own town homes or condominiums to provide below-market rental or transitional housing to employees.

10) Employer-developed homeownership units: Purchase and/or the development of housing to sell to employees at below market rates. For long-term affordability, deed restrictions or some like mechanism would have to be in force to provide for continued affordability and availability to future employees.

11) Housing site subsidy: Some firms may have excess land suitable for housing development, while other firms, or a consortium of firms, may be able to purchase a site or even a building proximate to corporate facilities. By selling at a discount, leasing, or donating the parcel to a developer (nonprofit or for profit) housing affordability and availability can be increased. Land can either be held by the firm or firms, leased to a developer, or held by a nonprofit or land trust.

http://mchs82.notlong.com  (white paper on employer assisted housing strategies, with this as one strategy)

12) Construction financing: Major corporations can borrow short-term at or near the prime rate. Real estate developers, particularly nonprofit developers, can borrow only at much higher rates. Major employers could borrow or guarantee loans for housing developers and by doing so pass through the firm's borrowing capacity to the developer.

http://mchs80.notlong.com  (white paper on employer assisted housing strategies, with this as one strategy)

13) Purchase guarantees: To build housing that is meant for sale has certain risks for the builder. Perhaps greatest among those risks is that the housing won't be sold. Employers can help eliminate the risk for a builder by agreeing to purchase a number of units on a certain date if those units are not sold. What this means for the developer, is less risk of having to carry property for a longer time than planned, and/or having to pay longer for on one or more construction loans. In return for the lowered risk, the builder agrees to market the units to the firm's employees at a sales price discount. Purchase guarantees can be especially useful if the type of housing being developed is considered "riskier" than others, such as multiple family or minimal square footage.

http://mchs80.notlong.com (white paper on employer assisted housing strategies, with this as one strategy)

http://mchs83.notlong.com  (summaries of several strategies, with this as one)

14) Mutual housing associations: Employers can create housing associations with other employers to be able to partner on financing and managing affordable units. Mutual housing is owned by a mutual housing association and residents are members. The mutual housing association as a whole owns all the housing developments. Although residents cannot buy or sell their units directly, they do have a significant voice in decision-making, and have a lifetime right to live in the housing. Monthly charges for the units are based on a percentage of the resident's income, and reflect the actual operating costs of the housing. There is no equity accumulation for members, or credit for mortgage principal paid. 

More information:

http://mchs84.notlong.com  (background on cooperative housing mechanisms - of which mutual housing associations are one - from the National Association of Housing Cooperatives)

http://mchs85.notlong.com  (an overview of how mutual housing associations work, from an association in Hartford, Connecticut)

15) Individual Development Accounts (matched savings accounts): Employers can establish a program that functions in the same way that deferred compensation retirement matching does; only the match and the savings would be targeted for home purchase. Under this EAH benefit, the employer's contribution is given to the employee only after the employee has saved a specific amount and has met a tenure requirement.

More information:

http://mchs86.notlong.com  (comprehensive overview of individual development accounts from the Department of the Treasury)

http://mchs87.notlong.com  (results of a national survey on financial institutions and IDA's by the University of North Carolina) 

16) Group mortgage orientation plans: Essentially this is a volume discount program whereby a mortgage lender voluntarily reduces mortgage interest rates, closing points, and/or application fees in return for a bulk mortgage lending commitment or some other expectation toward a certain level of mortgage lending activity. The lender subsidy will vary with the number of mortgages originated and other market conditions, but in any substantial program the value can be expected to approximate a 25 basis points (1/4%) reduction on the mortgage interest rate and about one point (I%) lower on the closing costs.

http://www.mchs80.notlong.com  (white paper on employer assisted housing strategies, with this as one strategy)

17) Federal tax credit (Housing America's Workforce Act): A bill pending in Congress to provide a tax credit to employers, equal to 50 percent of the cost of housing assistance up to $10,000 or 6 percent of the purchase price, whichever is less. If the employee is renting, the employer would get a credit of 50 cents for every dollar in rental assistance, up to a maximum of $2,000. Rental assistance can be used toward security deposits and rental payments, while homeownership assistance can be used for such things as subsidizing down payments, closing costs, or contributions to an employee homeownership savings account.

More information:

http://mchs88.notlong.com  (summary of the Housing America's Workforce Act from ReaItyTimes)

http://mchs89.notlong.com   (describes the bill and gives support)

18) Employer partnerships with implementing agencies/nonprofits: Employers can take advantage of existing expertise in the region by partnering with agencies/nonprofits to assist in the implementation of their programs.

19) State tax credit: Per HB 3378 (2005 regular session), a state tax credit to employers who provide financial contributions towards an employees' home purchase.

More information:

http://mchs90.notlong.com  (the text of the bill)

Strategy:  What Can Be Done On The Money Side?

 Strategies to improve the effectiveness and availability of sources towards funding for the development of workforce housing, as well as for its ownership or rental.

1) New Markets Tax Credits:  Can be used as a funding source for non-residential (economic development) portions of mixed-use development, thereby making a development with affordable housing more feasible.

More information:

http://mchs91.notlong.com  (a n article from the Enterprise Foundation)

http://mchs92.notlong.com  (the US DEPT of Treasury on NMTX)

2) Low Income Housing Tax Credits: Federal housing tax credits are awarded to projects for the acquisition, rehabilitation, or new construction of rental properties. These credits are then sold to investors to raise capital (or equity) for the projects, which reduces the amount of debt to be borrowed. Because the debt is lower, a tax credit property can, in turn, offer lower, more affordable rents.

More information:

http://mchs93.notlong.com  (good overview of LIHTC from Columbia Housing in Portland)

http://mchs94.notlong.com  (gov't pages on LIHTC)

3) Historic Rehabilitation Tax Credit: A Federal incentive tax credit that encourages the preservation and reuse of the nation's built environment by offering federal tax credits to the owners of historic properties. Certified historic structures are eligible for a credit equal to 20% of the cost of rehabilitation (10% if located in an historic district, but considered to be a non-historic, non-contributing structure). Properties must be income-producing and must be rehabilitated according to standards set by the Secretary of the Interior.

More information:

http://mchs95.notlong.com  (an overview from the National Trust for Historic Preservation)

http://mchs96.notlong.com  (an overview from the National Parks Service)

4) Demolition Taxes: A tax to generate revenue when existing residential structures are demolished. Can be a tax on all demolitions, or only on the demolition of residential housing. Tax can be exempted for replacement buildings that will meet the definition of affordable housing. Proceeds could benefit a housing trust fund.

More information:

http://mchs97.notlong.com   (memorandum outlining the new affordable housing demolition tax and demolition permit fee for the city of Highland Park, IL)

5) Linkage Fees: A city fee assessed on commercial/industrial development (including office, retail, and hotel space), which is paid into an affordable housing fund. The use of "linkage" in the title refers to the link between this type of development and the creation of jobs (which bring workers, who in turn require housing).

More Information:

http://mchs98.notlong.com  (very clear info on linkage fee and how to use them; has links to financing, and addresses concerns of some developers, and argues for why linkage fees are ultimately of benefit to developers in the long run)

6) Increased Recordation Fee / Real Estate Transfer Fee: A fee collected from the transfer of title of real property and commercial property it is a “transfer of a controlling interest in any entity with an interest in real property". At present recordation fees are severely limited in the state of Oregon, and a real estate transfer fee is not possible by law.

More information:

http://mchs99.notlong.com  (good overview by Policy Link)

http://mchs100.notlong.com  (good overview of RETT and the major issues connected with it becoming a tool where it does not now exist)

7) Individual Development Accounts:  Tax-free savings accounts to be used for first time homeownership costs, including the costs of acquiring, constructing, or reconstructing a residence and any regular settlement, financing, or closing costs. In order to qualify, a taxpayer's income could not exceed a specified percent of the area household median income, and the cost of the residence could not exceed a specified percent of the average area purchase price of such a residence.

More information:

http://mchs101.notlong.com  (comprehensive overview of individual development accounts from the Department of the Treasury)

http://mchs102.notlong.com  (results of a national survey on financial institutions and IDA's by the University of North Carolina)

8) Coordinated CRA Compliance: The CRA (Community Reinvestment Act) is intended to encourage depository institutions to help meet the credit needs of the communities in which they operate, including low- and moderate-income neighborhoods, consistent with safe and sound banking operations. Banks make targeted investments in an effort to comply with the CRA. Voluntary regional or sub regional coordination, among local banks and other sectors, of investments made to comply with the CRA could improve the effectiveness of the program. 

More information:

http://mchs103.notlong.com  (good overview of the CRA by the Federal Financial Institutions Examination Council)

9) Housing trust fund: A regional housing trust fund that may receive and distribute dedicated sources of public funds toward development, rehabilitation, and preservation of affordable housing units.

More information:

http://mchs104.notlong.com  (comprehensive overview of HTF's from Policy link) 

http://www.mchs105.notlong.com  (good background on HTF's)

10) Tax Increment Financing: A tool that allocates new revenue from property taxes in a designated area to pay for improvements within that area, rather than back to a city's general revenue stream. This is a general financing tool that could have a certain percentage of the funds dedicated to the creation of workforce housing.

More information:

http://mchs106.notlong.com  (general overview of TIF by the National Association of Development Organizations)

http://mchs107.notlong.com  (describes what TIF is, how revenue can be used and how it can't be used)

11) 50- and 60-year Mortgages: Longer term mortgages can increase on-going housing affordability. These types of mortgages are not offered at present for single family home loans, although the state of Oregon does have programs that allow for 40-year loans for multi-family developments.

More information:

http://mchs108.notlong.com  (article from Charo Community Development Corp.) http://mchs109.notlong.com  (BBC news article)

http://mchs110.notlong.com  (the Oregon Department of Housing and Community Services web site)

12) "Silent" Second Mortgage: The buyer signs a promissory note for the value of a housing subsidy. A lien is recorded against the property to secure this note. The note carries a below market interest rate and requires no monthly payments. The interest and original loan amount are due and payable upon sale or transfer of the home or if the home buyer fails to use the property as their primary residence. An option could be a provision for waiving some or all of the interest in order to protect the home owner's equity if there is little or no appreciation during their term of ownership. The silent second mortgage mechanism maintains the affordability of the property to the initial owner while discouraging that owner from immediately selling the property and obtaining a windfall. This type of mortgage can be structured so that the principal balance is fully forgiven after either a set period of time, or incrementally forgiven by a certain percentage each year.

More information:

http://mchs111.notlong.com  (several strategies from the South Florida Community Development Coalition, of which this is one)

13) Shared Appreciation Mortgage:  SAM (Equity Sharing): With a SAM, a local non profit agency receives a share of the sales price when the home is sold. The SAM essentially indexes the value of the subsidy to the local housing market. A $20,000 subsidy that represents 20% of a typical $ 100,000 home today is always worth 20% of that home's value. If the home's value inflates to $300,000, the value of the subsidy grows to $60,000. The proceeds could form part of a revolving housing fund. SAMs work best in strong real estate markets and during inflationary periods.

More Information:

http://mchs111.notlong.com  (several strategies from the South Florida Community Development Coalition, of which this is one)

http://mchs112.notlong.com  (clear and concise info on SAMs)

14) Shared Ownership Mortgages: Through shared ownership an individual buys a share of the property and pays a rent on the remaining share he/she does not own. Gradually further shares may be purchased until the home is owned outright.

More Information.

http://mchs113.notlong.com  (overview of shared ownership mortgages from the UK)

SUMMARY WORK GROUP RESULTS

WORKGROUP RESULTS:  HOW CAN WE IMPROVE ACCESS AND AFFORABILITY? 

The most popular strategy from this workgroup addressed the need to conduct a comprehensive needs assessment on workforce housing demands prior to developing region wide public programs. Another popular strategy was enhanced visibility for existing housing programs and mechanisms. 

· The most universal agreement was on the importance of a comprehensive needs assessment to establish both a statistical and intuitive guide for designing future work force housing programs.  Comments centered on the importance of having both a local and regional focus for the assessment using a uniform approach, involve all the players in the community, and agree to use the results in designing public and private sector programs.

· It was acknowledged that there are important existing programs of housing available in the region such as Oregon Bond Program, the Key program in Washington State, the USDA Rural Development and various down payment assistance programs. The group stressed the importance of disseminating information about these programs using a variety of approaches to include print, speaking engagements, and WEB site to name a few.  The new Mid Columbia Housing Resource Center and Realtor associations would be ideally suited to take a leadership role in information dissemination. 

· Donation of publicly-owned land it was felt that many communities have property available for redevelopment.  The identification of these sites with residential reuse potential should be a priority for every local housing effort. Potentially suitable properties may be acquired from the current inventory of land owned by the public sector and/or through donations of land from private sectors. In other communities, land is acquired through tax-taking, Brownfield’s remediation, donation, negotiation, distressed sale, bank foreclosure or purchase by jurisdictions of surplus land or property received through tax leans/foreclosure to a mechanism to create or rehabilitate permanently affordable housing.

· Reducing initial home prices through greater use of reduced complexity in construction and design was considered a reasonable strategy.  Comments dealt with the need for attractive designs, creating a sense of place, creating a positive image for small and modular homes.

Other Mentioned Strategies: 

Other strategies mentioned less frequently by this workgroup included Non-Profits operating rental property, Infill, Incremental Houses, Equity Cooperatives, and Redevelopment of Industrial and Commercial Properties.

· While homeownership is an admirable goal it may not be for everyone. This group recommended Non-profit ownership and management of rental units as a means of ensuring the availability of lower priced units, especially if partnerships were created between the non-profit operators and public and private sectors. 

· Infill was considered an important tool in its use of vacant or underutilized land and buildings. Especially if incentives were offered to encourage the use of that land to create workforce housing.

· Increasing the supply of land was expressed through the redevelopment of industrial and commercial properties. In the potential of using some industrial and commercial properties for residential uses, participants were interested in the possibility of either creating mixed uses or full dedication for residential use of some of these lands that were no longer viable, as they once were for employment uses.

· Building a home in states, or Incremental Houses, was thought to make it more affordable in the long run.  An incremental house begins with one or two finished floors on a small lot.  The unfinished floors contain or are ready for the plumbing, wiring, structural configuration and ductwork necessary for being finished in the future.

· Equity Cooperatives, allow residents to contribute equity in exchange for shares, entitling them to occupy one of the units and using the common amenities was also seen as promising.

Other strategies that were mentioned by a few participants included Flex Housing, Shared Housing, Public Sector Purchase of Rural lands, Equity Assurance Program and Minimal House Size.  Surprisingly, Community Land Trust, Recordable Regulatory Agreement and Mutual Housing Associations were not identified as usable strategies at this time. 

WORKGROUP: WHAT CAN THE PUBLIC SECTOR DO? 

The top five strategies identified by participants in this work group included Land Banking, Joint municipal Planning, 2nd Home Tax, McManison Tax, and Mixed Use Development.

· Buying and holding land before other companies or individuals build upon it was seen as the most promising strategy.  In an economic environment where land is appreciating in value, Land Banking can be a great investment opportunity if undertaken wisely.  As the saying goes, they can’t build anymore land.

· Joint municipal planning, or providing for coordination and uniformity among jurisdictions on land use ordinances was seen as a strategy to development of workforce housing more rational an easier option.

· Establish a “McMansion Tax” on homes costing more than a certain dollar amount or square footage. Revenue would be given to affordable workforce housing programs or to a housing trust fund.

· Establish a tax on 2nd Homes.

· Mixed Use Development generated a wide range of comments.  In addition to encouraging higher density and more affordable housing in close proximity to employment, retail and commercial centers, the participants said that “Mix Use” should apply to mixed income housing as well as mixed housing types and densities.  Mixed use can be within a single building, or provide greater flexibility for uses throughout a neighborhood.

Other strategies identified as potential to address the workforce housing issue included: 

· Preferential expansion of the Urban Growth boundary, dedicated to workforce housing.

· Encourage municipalities to pass resolutions directing the Oregon legislature to overturn the ban on Inclusionary zoning to allow a mandated link between the construction of market rate housing and low and moderate income housing. In the mean time, benefits could be provided to developers who voluntarily do inclusionary building.  Once available inclusionary zoning should enable a variety of housing types and allow innovative forms as well as have a workforce housing focus. 

· Community Land Trust was identified as a effective strategy of providing long term affordable housing by taking ownership of land, while allowing the structure itself to become part of the housing market.  Some participants felt it should be regional, non-profit, include mix uses and housing be available for use by those in the workforce

· Sales Tax

· Percentage of building value permits is used for affordable housing.

· Establish a Real Estate Transfer Tax (RETTs) specifically for affordable housing development. Transfer Fees are small fees charged at the time of sale or transfer of real estate.  Fees are usually a small percentage of the sale value, usually less than 1% or a flat dollar amount against increments of the final sale price.  These fees are smart because they automatically index against the appreciation in property values and imposed only at time of sale.  They are a long term structured solution through their link to the rise and fall of the housing market. When RETTs are used to provide affordable housing or other community benefits to neighborhoods receiving an influx of investment, they can be a powerful form of value recapture.  This raises additional revenue as investment bolsters land value, because they are usually based on the sales price, and paid every time a property is sold.  It was noted by the group participants that RETTs are used in a number of states and communities through the US.

· Establish a Document Recording Fee like is used by a number of states and local communities as a source for affordable housing trust funds. A small fee would be assessed on each first mortgage and on each conveyance of real property.  These new fees would be deposited into a local affordable housing trust fund.

Other strategies proposed included: Existing Housing Stock Rehabilitation, Accessory Dwelling Units, Annexation/Urban Growth Boundary Agreements, Increased Zoning for Multi-Family Development, Joint Needs Assessment, Property Tax Abatement of Exemption for Rehabilitated Houses, Urbanized Agriculture Land Inside Urban Growth Boundary, Community Mandate for 10% Towards Workforce Housing, Construction of Smaller Homes, Property Tax Abatement or Exemption for Construction of New Workforce Housing, Mechanism to discourage land or structures left vacant, Density Bonuses, Priority Review of Affordable housing Projects, Measure 37 Valuations, Reduced Condominu8m Conversions, Cluster Design and Parking Requirements. 

WORKGROUP:  WHAT CAN EMPLOYERS DO?

This work group acknowledged that employer-assisted housing is an innovative local solution that has increased affordable housing opportunities for thousands of working families across America while benefiting the economy.  The group said that employer assisted housing increases productivity by reducing commuting time as well as saves money on recruitment and retention.

Unfortunately, due to time constraints and the complexity of the issues, this work group like the following workgroup on What Can Be Done on the Money Side choose not to prioritize strategies but rather discussed all strategies.  The following are the strategies discussed by the workgroup during the wrap up session: 

· Employee surveys on housing demand were identified as the most important first step in any employer program.  As was expressed by the “Access and Affordability” workgroup in their support of regional housing needs assessment. Participants here thought programs should be established only after a particular organization’s needs were fully understood.  Participants felt it would be important for both rental and homeownership needs to be understood, identified, and quantified.

· Home buyer and financial literacy education was identified as a critical and yet inexpensive element of an employer housing program.  Participants stressed the benefits of employers partnering with organization offering this kind of education to all new employees, and existing employees contemplating home ownership.

· Programs that directly reduce the cost of owning a home, such as Down payment loans and/or closing cost assistance, mortgage buy-downs and mortgage guarantees were considered particularly powerful. Participants noted that employers could tie eventual payback to employee recruitment, retention and satisfaction.

· Purchase of Mortgage-backed securities was mentioned as a potentially useful way for funding programs of housing assistance, establishing partnerships with public sector agencies and financial institutions. Coincidentally, the 109th Congress introduced a bill to amend the Internal Revenue Code of 1986 to provide incentives for employer provided housing assistance.

· Group mortgage insurance, offers the same benefit to the employee as a mortgage guarantee program does, was mentioned as a workable strategy. Under this strategy, a mortgage guarantee results in the business incurring a contingent liability. An insurance program enables the employer to transfer this liability to an insurer in return for a premium.

· Employer-provided funds for upgrading employee-owned and occupied homes under a Rehabilitation Assistance Program was mentioned. Such programs can be in the form of a loan, grant, or combination loan/grant.

· Employer-provided rental housing is giving by the employers a hold on master leases for apartment units, town homes and condominiums to provide below-market rental or transitional housing to employees.

· Employer-developed homeownership units are when the employer purchases and/or develops housing to sell to employees at below market rates. For long-term affordability, deed restrictions or some like mechanism would have to be in force to provide for continued affordability and availability to future employees.

· Housing site subsidy allows businesses that have excess land suitable for a housing development, to sell at a discount, lease or donate the parcel to a developer.  Other firms, or a consortium of firms, may be able to purchase a site or even a building proximate to corporate facilities. This can increase housing affordability and availability. Land can either be held by the firm or firms, leased to a developer, or held by a nonprofit or land trust.

· Some businesses can borrow short-term at or near the prime rate Real estate developers, particularly nonprofit developers, can borrow only at much higher rates. Employers could borrow or guarantee loans for housing developers and by doing so pass through the firm's borrowing capacity to the developer.

· Purchase guarantees enable Employers to reduce the risk for a builder against units that won't be sold by agreeing to purchase a number of units on a certain date if those units are not sold. What this means for the developer is  there is less risk of having to carry property for a longer time than planned, and having to pay longer for one or more construction loans. In return for the lowered risk, the builder agrees to market the units to the firm's employees at a sales price discount. Purchase guarantees can be especially useful if the type of housing being developed is considered "riskier" than others, such as multiple family or minimal square footage.

· Mutual housing associations sees Employers creating housing associations with other employers to be able to partner on financing and managing affordable units. Mutual housing is owned by a mutual housing association where residents are members. The mutual housing association, as a whole, owns all the housing developments. Although residents cannot buy or sell their units directly, they do have a significant voice in decision-making, and have a lifetime right to live in the housing. Monthly charges for the units are based on a percentage of the resident's income, and reflect the actual operating costs of the housing. There is no equity accumulation for members, or credit for mortgage principal paid. 

· Individual Development Accounts (matched savings accounts) so Employers can establish a program that functions in the same way that deferred compensation retirement matching does, only the match and the savings would be targeted for home purchase. Under this EAH benefit, the employer's contribution is given to the employee only after the employee has saved a specific amount and has met a tenure requirement.

· Group mortgage orientation plans: Is essentially a volume discount programs allowing a mortgage lender to voluntarily reduce mortgage interest rates, closing points, and/or application fees in return for a bulk mortgage lending commitment or some other expectation of mortgage lending activity. The lender subsidy will vary with the number of mortgages originated and other market conditions, but in any substantial program the value can be expected to approximate a 25 basis points (1/4%) reduction on the mortgage interest rate and about one point (I%) lower on the closing costs.

· Employer partnerships with implementing agencies/nonprofits Employers should take advantage of existing expertise in the region by partnering with agencies/nonprofits to assist in the implementation of their programs.

· State tax credit: Per HB 3378 (2005 regular session), a state tax credit to employers who provide financial contributions towards employees' home purchase.

WORKGROUP RESULTS:  What Can Be Done on the Money Side?

· New Markets Tax Credits Is identified as a useful way of indirectly subsidizing workforce housing of a mixed use development by providing tax credits for the non residential portion.  In addition, the potential for providing residents with essential services and employment opportunities locally in a mixed use development could potentially mean savings in reduced transportation costs. Because of the size of available funds, it was suggested a regional approach be employed where cities and counties would form a CDI and identify potential properties.  

· Expansion of the use of Low Income Housing Tax Credit.  Is a Federal tax credit program currently used for the acquisition, rehabilitation, or new construction of rental properties. These credits are then sold to investors to raise capital (or equity) for the projects, reducing the amount of debt to be borrowed. Because the debt is lower, a tax credit property can in turn offer lower, more affordable rents.

· A regional Housing trust fund was suggested as the logical financial mechanism for funds to support workforce housing programs. A regional housing trust fund would receive and distribute dedicated sources of public funds (e.g., real estate transfer fee, increased recordation fee, etc) toward development, rehabilitation, and preservation of affordable housing units.

· Increasing mortgages to 50- and 60-years was seen as one method of increasing housing affordability. These types of mortgages are not offered at present for single family home loans, although the state of Oregon does have programs that allow for 40-year loans for multi-family developments.

· Buying and holding land before other companies or individuals build upon it was seen as the most promising strategy.  In an economic environment where land is appreciating in value, Land Banking can be a great investment opportunity if undertaken wisely.  As the saying goes, they can’t build anymore land.

· “Silent” Second Mortgages, were seen as an attractive mechanism to reduce the monthly cost of homeownership for either private or public sector employees. This can discourage speculation and high employee turn over, although this does not provide affordability beyond the benefited homeowner unless combined with another mechanism such as a recordable regulatory agreement or a land trust.

· A Federal incentive tax credit that encourages the preservation and reuse of the nation's built environment by offering federal tax credits to the owners of historic properties called the Historic Rehabilitation Tax Credit was also discussed as a viable strategy. Under this program, certified historic structures are eligible for a credit equal to 20% of the cost of rehabilitation (10% if located in an historic district, but considered to be a non-historic, non-contributing structure). Properties must be income-producing and must be rehabilitated according to standards set by the Secretary of the Interior.

· Increasing or establishing taxes and fees such as a Demolition Tax, Recordation fee and/or Real Estate Transfer Fee, and Linkage Fee Is a city fee assessed on commercial/industrial development (including office, retail, and hotel space), which is paid into an affordable housing fund. The use of "linkage" in the title refers to the link between this type of development and the creations of jobs (which bring workers, who in turn require housing) are used in many communities to support affordable housing programs.

· Individual Development Accounts Are Tax-free savings accounts to be used for first time homeownership costs, including the costs of acquiring, constructing, or reconstructing a residence and any regular settlement, financing, or closing costs were recommended, as they were by one of the “Access and Affordability” workgroups.

· Coordinated CRA Compliance  was seen as an opportunity for establishing needed coordination between the public and private sector on workforce housing programs and for directing statewide funding to areas with the most critical need, rather than basing the distribution of funds on population.

· Tax Increment Financing is a tool that allocates new revenue from property taxes in a designated area to pay for improvements within that area, rather than back to a city's general revenue stream. This is a general financing tool that could have a certain percentage of the funds dedicated to the creation of workforce housing.

· Shared Appreciation Mortgage is a strategy giving a local non profit agency a share of the sales price when the home is sold. The SAM essentially indexes the value of the subsidy to the local housing market. A $20,000 subsidy that represents 20% of a typical $ 100,000 home today is always worth 20% of that home's value. If the home's value inflates to $300,000, the value of the subsidy grows to $60,000. The proceeds could form part of a revolving housing fund. SAMs work best in strong real estate markets and during inflationary periods.

· Through Shared Ownership Mortgages an individual buys a share of the property and pays a rent on the remaining share he/she does not own. Gradually further shares may be purchased until the home is owned outright.
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