City of Alexandria, Virginia

MEMORANDUM

DATE: APRIL 4,2012

TO: %BLE MAYOR AND MEMBERS OF CITY COUNCIL

v~

FROM: OUNG, CITY MANAGER

SUBJECT: REPORT/ON OFFICE OF HOUSING GRANT REDUCTIONS AND
PROPOSED FY 2013 BUDGET

ISSUE: Report on Oftice of Housing grant reductions and proposed FY 2013 Budget program
and stafting reductions necessitated those reductions.

RECOMMENDATION: That City Council receive this report.

BACKGROUND: The Office of Housing and City affordable housing programs are funded
with a combination of General Fund, Housing Trust Fund, and Federal Community Development
Block Grant (CDBG) and Home Investment Partnerships Program (HOME) monies. The
General Fund monies include the portion of the dedicated 0.6 cents of the real property tax for
affordable housing that is not needed for debt service for previously issued general obligation
bonds for affordable housing. The City’s combined allocation of CDBG and HOME funds for
FY 2013 reflects a $905,611 or 46% reduction from the FY 2012 funding level. Taking into
account all sources and uses (including carryover), the Office of Housing budget for FY 2013
(attached) totals $6.6 million. However, when excluding carryover monies, the Office of
Housing’s budget has declined from $10.8 million in FY 2008 to $4.4 million as proposed for
FY 2013, a cumulative reduction of 59%. As described in this memorandum, the federal grant
reductions have resulted in the reduction of two staff positions and the virtual elimination of the
City’s three home purchase assistance programs and the Homeownership Counseling Program.

DISCUSSION: The reductions in federal CDBG and HOME monies resulted from two factors:
decreases in the federal budget allocations for both programs, and new Census information that
affected the City's relative standing with regard to the allocation formula for entitlement
jurisdictions. The federal (percentage only) and City reductions are as follows:




] Federal ] City Budget
(National) % Reduction
City FY 2012 | City FY 2013 | City Budget | Budget After Census
$ Reduction | % Reduction | Impact
CDBG $1,142,519 $ 678,236 - $464,283 -11% -41%
HOME 815,124 373,796 - 441,328 -37% -54%
| Total $1,957,643 $1,052,032 - $905,611 -19% -46%

With regard to the federal CDBG allocation formula, new Census information reflected that the
City had lower numbers for total population, persons in poverty, and overcrowded households
than the figures used to determine the prior year’s allocation. This resulted in the City receiving
a lower percentage of the national allocation for CDBG entitlement jurisdictions for FY 2013
than it received in FY 2012. Similar formula and Census issues affected the City’s HOME
allocation. The City’s loss of $905,611 in combined CDBG and HOME funds follows a prior
combined reduction of $323,346 from FY 2011 to FY 2012, which the Office of Housing was
able to offset in FY 2012 with $330,000 in unexpected HOME program income that had been
received from the Alexandria Redevelopment and Housing Authority during FY 2011. The
combined effect of the two years of reductions is a loss of over $1.2 million in grant funds
available for affordable housing and related activities.

FISCAL IMPACT: The City budget impact of the $905,611 grant reduction is summarized
below:

Grant § Eliminated (Difference FY 2012 to FY 2013)
Eviction Storage (DCHS) ($ 50,000)
Homeownership Assistance Program ($584,005)
Admin. Activities (CDBG Program Admin, ($167,042)
CDBG Apps, Fair Housing Testing, HOME
Admin.)
Home Rehabilitation Loan Program ($ 88,703)
RAMP (all new $ eliminated; funded with ($ 32,500)
| carryover only)
' HOME Housing Opportunities Fund $ 16,639
| TOTAL | ($905,611)

Of the FY 2013 $905,611 federal grant reduction, $855,611 was to the Office of Housing budget,
and $50,000 was to the Department of Community and Human Services (DCHS) budget. DCHS
chose to accommodate its $50,000 reduction by eliminating its Eviction Storage Program. The
Office of Housing’s grant reduction was accommodated by eliminating the Homeownership
Assistance Program (HAP), which was funded in FY 2012 with both CDBG and HOME monies
in the amount of $584,005', and by reducing various grant-funded administrative activities by
$167,042, the CDBG Home Rehabilitation Loan Program by $88.703, and the CDBG
Residential Accessibility Modification Program by $32,500. The HOME portion of the Housing

' Figure includes $90,979 in grant-funded partial personnel costs for two eliminated positions.
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Opportunities Fund (HOF) received a small increase of $16,639 to utilize the entire non-
administrative balance of the HOME grant, resulting in a net Office of Housing CDBG and
HOME reduction of $855,611.

The reduction in federal funds has caused a secondary impact in that it lowered the percentage of
funds that can be used for certain designated administrative costs. The elimination of the HAP
program includes the elimination of two partially HAP-funded Housing Program Specialist
positions, with the General Fund portion of their personnel costs primarily used toward replacing
fixed administrative functions that can no longer be funded with grant monies.

Eliminating these two homeownership staff positions caused a loss of staff capacity that
necessitated the elimination of all homeownership loan programs—not only the grant-funded
Homeownership Assistance Program (HAP), but also the Housing Trust Fund (HTF)-supported
Moderate Income Homeownership Program (MIHP), and Employee Homeownership Incentive
Program (EHIP). The resources for these programs will be shifted to the HTF portion of the
HOF for affordable housing development and preservation activities. However, carryover funds
and program income from the various homeownership programs will be used in a small Flexible
Homeownership Program for loans that may be needed to assist purchasers of units that have
covenants requiring affordable resale, as well as for special projects. The limited number of
loans (approximately eight) for these purposes will be carried out by a funded Housing Program
Specialist. Given the virtual elimination of homeownership loans, the Homeownership
Counseling Program was proposed for elimination as well, with its resources also shifted to the
HOF.

[t was not possible to replace the loss of $905.,611 in federal grant monies with General Fund
revenues in the Proposed FY 2013 Budget, as overall funding resources are limited. The sources
and uses for the proposed $6.6 million Office of Housing budget (including carryover) are
attached.

ATTACHMENT: Sources and Uses, Proposed FY 2013 Housing Budget.

STAFF:
Mildrilyn Davis, Director, Office of Housing
Eric Keeler, Division Chief, Housing Program Administration

® This activity is also known as Housing Development Assistance in the City’s HUD documents.
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City of Alexandria, Virginia

Office of Housing
Proposed Budget
FY 2013

CITY COUNCIL
April 10, 2012
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CDBG and HOME Grants
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Federal Grant Reductions

Federal Budget Impact:
» CDBG allocation dropped 11%

» $3.303 billion in FFY 2011 to $2.941 billion in FFY2012
» HOME allocation dropped 37%

*  $1.59 billion in FFY2011 to $ 0.998 billion in FFY 2012

Information from U.S. Department of Housing and Urban Development
Office of Policy and Development Presentation

FY 2011 150,006 5,124
Census 2010 & ACS 05/09data e 139,966 10,059 1,135

Change (%) -6.7% -10.8% -77 8%
FY 2011 0.06% 0.04% 0.09%
Census 2010 & ACS 05/09 data : o ‘ - 0.05% 0.03% 0.04%
Change -7% -23% -59%

HOME Formula affected by similar issues to CDBG



Office of Housing
Revenue by Fiscal Year
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Expenditure Comparison by Program
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Program Changes
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