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Good afternoon Mr. Chair and members of the committee.  I am here today to talk with you about the Council’s Section 8 Housing Choice Voucher Program and some options for serving participants in 2013.  As you may recall, I was before you in October with two business items that impact the Section 8 budget in terms of how many families we are able to serve.  As a result of those conversations, Council Member Smith requested we come before you to discuss this funding situation and some  potential solutions .  I am here today to have this policy discussion.



• Administered by Metropolitan Council 
Housing and Redevelopment Authority 
(Metro HRA) 

• Funding provided through HUD 
• Annual congressional appropriations 
• Two  funding sources: 

• Housing Assistance Payments 
• Administrative Fees 

Housing Choice Voucher Program 

Presenter
Presentation Notes
 The Council has administered a Section 8 Housing Choice Voucher program through its Metro HRA since 1974.  The funding for this program is provided through the U.S. Department of Housing and Urban Development through annual congressional appropriations.  We receive two pots of money each year – one for housing assistance payments that I will refer to as subsidy and one for administrative costs.  The discussion today will focus the subsidy portion of the budget. 



• Baseline allocation of 6,189 vouchers 
• HUD allows housing authorities to serve as 

many families as possible up to the baseline 
• Historically able to serve full baseline 
• Currently not able to serve full baseline 
• Why? 

 
 
 

Background 

Presenter
Presentation Notes
Metro HRA has a baseline allocation of 6,189 vouchers.   With that in mind, HUD grants us funds to serve as many families as possible up to the baseline.  In theory HUD provides us with enough money to serve all families.  This was the case until recently.  We are not longer able to serve the full number of families with the budget provided.  The remainder of the presentation will focus on why and what some solutions may be. 



• Participants pay 30% of income towards housing 
• Housing authority pays remainder directly to landlord 

(Subsidy) 
• Average subsidy payments have increased 

• 2009 - $611  
• 2010 - $638 
• 2011 - $652 
• 2012 - $661 
• 2013 Projected - $670 

 
 

 

Considerations 

Presenter
Presentation Notes
Under thee Section 8 program, participants pay approximately 30% of their income towards rent and utility costs and the housing authority pays the reminder directly to a private landlord.  Average subsidy payments have increased over the years as you can see here.  For example, from 2011 to 2012, the average subsidy payment has increased by $13.  That does not sound like much . . . . But when that increase is allocated to 6,100 participants for 12 months, it really adds up. . . . This amounts to $910,000



Why Subsidy Increase? 
• Higher Participant Income = Higher tenant 

rent portion and lower subsidy payment 
• Lower Participant Income = Lower tenant 

rent portion and higher subsidy payment 
• Result of economy 

• Increasing Rents 
• Lowest vacancy rate in 10 years 
• Low vacancy = increased rents 

 

 

Presenter
Presentation Notes
There are many variables that impact the subsidy payment made on behalf of each family.  As participant incomes increase – this means their portion of the rent increases and the subsidy portion paid by the housing authority decrease.  Conversely, as participant incomes go down, their rent portion goes down and ours go up. This has been the case in recent years with the economy.  Another reason for increased subsidy payments is increasing rents.  As rents increase, tenants still pay 30% of their income towards that increased rent.  Since they are paying the same, the housing authority pays the reminder.  The twin cities is experiencing the lowest vacancy rate in 10 years.  As vacancies go down, landlords tend to increase the rent.  



Why Subsidy Increase? 
• Increased Rent Limits  

• Based on Fair Market Rents  
• Allows participants full choice of neighborhoods  

• Increased Utility Allowance 
• Credit for tenant-paid utilities 
• Reviewed and Updated Annually 

• Serving more larger sized families 
• Larger family = larger unit = higher rent 

 

Presenter
Presentation Notes
When participants receive a Section 8 voucher, they are required to go out into the open rental market and find a unit owned by a private landlord.  The Housing Authority sets rent limits based on bedroom size.  These limits are based on fair market rents released annually by HUD.  When rents go up, the housing authority must increase these limits if families are going to be successful in finding a unit.  We also want to make sure these rent limits allow families to rent units in all suburban neighborhoods.  Families receive a credit for utilities they pay directly as you may recall from the utility allowance business item in October.  These allowances are reviewed and updated annually.  We contact utility companies for updated rate information.  If the rates go up, as they have, tenants get a higher credit.  As a result, participant rent portion decreased and the housing authority portion increase, thus increasing subsidy.  Thirdly, we are serving more larger sized families than ever before.  This is partially due to the economy and the need for families to double up.  This is also a result of serving a large number of immigrant families which tend to be larger.  



• Annual Budget Authority $48.7 Million 
• 2011 Average Subsidy = $652 

• $652 x 6,189 families x 12 months = $48.4 Million 
• 2012 Average Subsidy = $661 

• $661 x 6,189 families x 12 months = $49 Million 
• 2013 Projected Average Subsidy = $670 

• $670 x 6,189 families x 12 months = $49.7 Million 
• Serve all families = $1 Million more than budget 

 

Financial Impact 
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So what is the financial impact of all this?  HUD provides us with an annual budget authority of $48.7 million. The goal is to serve as many families as possible with this money, up to our baseline of 6,189. AS shown in the examples here, we were able to accomplish this in 2011.   2012 – can serve 6,150 families 99% 



1.  Serve fewer families in 2013  
• 125 fewer families each month 
• Accomplished through attrition 

2.  Use other funds to cover the $1 Million 
• HRA Reserves 
• Current HRA Reserve Balance = $6 Million 
• Council Target Fund Balance = $4.5 Million 
• Average Growth = 6% annually 
 

Options 



• Serving 125 less families 
• Future year funding dependent of current year 

spending 
• Spend less $$ in 2013 = Get less $$ in 2014 

• Permanently reduces program size and funding 
• Increased wait time for applicants 
• Leaves reserves in place 
 

Considerations of Option 1 



• Is this an eligible use of Reserves? Yes 
• Temporary Solution 
• Spending local $$ for federal program 
• Reduces Reserves  
• Continuing service to 125 very low income 

families 
 

Considerations of Option 2 



• Funding level same as 2012 
• No sequestration or fiscal cliff 

• Service to 500 less families per month 
• Projections on average subsidy accurate 
 

 

Assumptions 
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In closing, this is really a policy discussion or consideration on how the council wants to use its resources.  I am happy to answer any questions. 
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