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BUDGET TOOLKIT OCTOBER 7, 2021

Federal Dollars and Modest Tax Increase Enable Unprecedented
Investment in Affordable Housing

SUMMARY: AFFORDABLE HOUSING

e $250 million allocated for the Housing Production
Trust Fund.

e $2.9 million added for Project and Sponsor
Based Local Rent Supplement DC has 19,315

Affordable housing programs in DC received a
dramatic increase in investment in fiscal year (FY) 2022,
largely due to significant funding from the American
Rescue Plan (ARP) and a modest but well-targeted tax

increase on high-income residents to support rental fewer Black residents Program in FY 2022, with
assistance. These additional resources enabled the additional $41.6 million for the program over the
District to increase funding for traditional affordable course of the four-year financial plan.

housing programs while also making innovative e $17.7 million invested in the Affordable Housing
investments in anti-displacement strategies, such as the Preservation Fund, including $5 million set aside
Douglass Community Land Trust. As District residents, to support limited equity cooperatives.
particularly those with low incomes and Black and e $2 million for the Douglass community Land
brown communities, continue to grapple with the Trust.

economic harm of the pandemic and an increasingly * $7.8 million added for tenant-based rental
unequal economy, investing deeply and strategically in assistance for families on the DC Housing

Authority waiting list and $3.1 million added for
tenant-based rental assistance for special
populations.

affordable housing is a step in the right direction
toward housing equity and preventing displacement.

e $50 million in the capital budget for public

DC, a historically Black city, has seen a steady decline ST RS A1) e e e ST

in its Black population. Recently released 2020 census million over the capital budget financial plan for
data show that DC has 19,315 fewer Black residents, a New Communities.

6.3 percent decrease, compared to the previous decade, « $18.8 million for the Home Purchase Assistance
even as the overall population of the District grew by Program and $5 million for the Employer

13 percent. As a result, DC is now estimated to be 40.9 Assisted Housing Program.

percent Black, a dramatic decrease from when the
Black population made up 50 percent of the District’s residents in 2010." The region’s increasing lack of
affordable housing exacerbates this trend.

The large influx of federal and local dollars in this year’s budget will support historic investments in both
housing production and preservation and ongoing subsidies like the Local Rent Supplement Program. To
ensure that these affordable housing investments contribute to a more economically and racially just city and
prevent further displacement of Black residents, lawmakers must prioritize the production and preservation
of long-term, deeply affordable housing and transparency and accountability for its housing programs.’
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Massive Infusion of Federal Funds Enables Expanded Investment in Affordable Housing

Production and Preservation
Housing Production Trust Fund

An infusion of federal dollars through the ARP allowed
the District to massively increase funding for the
Housing Production Trust Fund (HPTT), the city’s
primary tool for building and preserving affordable
housing. These federal funds enabled the District to
allocate $150 million for FY 2021 and $250 million for
FY 2022 to the HPTF. The FY 2022 allocation includes
$73 million in dedicated taxes, $10 million in other local
funds, and $167 million from federal payments for
COVID-19 relief. This unprecedented funding for
housing production, if targeted to deeply affordable
housing, could go a long way in helping the District
alleviate its affordable housing crisis.

As of 2020, the DC law requires that 50 percent of
HPTF funds each year support housing for residents
with extremely low incomes, meaning households
earning between zero and 30 percent of the DC area
median family income, or those with incomes up to
$38,700 for a family of four. Prior to 2014, the
requirement was 40 percent. Since the District instituted
the statutory requirement, the Department of Housing

and Community Development (DHCD) has met the goal

just once, though preliminary estimates show that they
will make a slight improvement towards the goal in FY
2021 (Figure 7). DHCD has not met the statutory targets
largely due to insufficient funding for the Project and
Sponsor Based Local Rent Supplement Program (PS
LRSP). PS LRSP provides participating developers with
ongoing operating subsidies that are critical to keeping

FIGURE 1.

DC Housing Department Still Failing
to Allocate Mandated Resources for
Low-Income Housing

Share of HPTF funds obligated to extremely
low-income housing, by fiscal year
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rents low so residents with extremely low incomes can benefit.

The approved FY 2022 budget includes $2.9 million in PS LRSP and $41.6 million in additional dollars for
the program over the course of the remainder of the financial plan, for a total of $44.5 million over four
years (Table 1, pg. 3). The $2.9 million available in FY 2022 will go to developments that are complete and
have already received HPTT funding in FY 2020 and before. Developments funded through the HPTF in
FY 2022 will receive PS LRSP funding in future fiscal years once those projects reach completion.

Historically, DHCD designated PS LRSP funding for housing developments when those projects received
funding through the HPTF. However, because the funds need to be available upon completion, DHCD will
now allocate PS LRSP funding in the fiscal year that a housing development is completed and ready to be
occupied, a change that is reflected in the Budget Support Act (BSA). Additionally, DHCD will now make
incremental increases to the program based on an estimate of the funding level needed to meet the HPTT’s
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statutory affordability requirements. This budgeting change could lead to much-needed improvements to
the program’s efficacy. However, there are no consequences if the agency fails to meet affordability targets.
TABLE 1.

Council Approves Significant Increase for PS LRSP
$44.5 Million over Financial Plan May Help DHCD Meet Affordable Housing Requirements

Total FY
FY 2022 FY 2023 FY 2024 FY 2025 2022.2025
Annual Addition to Program $2.9 million  $12.9 million $8.1 million  $20.6 million $44.5 million

Carryover Operating Subsidy from
Previous Fiscal Year

Total Program Budget $38.4 million $51.3 million $59.4 million $80 million  $229.1 million

$35.5 million* $38.4 million $51.3 million $59.4 million $184.6 million

Note: *Includes $5.6 million in unspent subsidy from FY 2021 and $29.9 million in ongoing operating subsidy

The DC Fiscal Policy Institute (DCFPI) has urged lawmakers to help ensure that HPTF and PS LRSP
funding meets the District’s most urgent affordable housing needs by adopting legislation similar to the
HPTF Transparency Amendment Act of 2019. This legislation, had it passed, would have required public
justification of decisions made during the consolidated Request for Proposals selection process and would
give lawmakers and the public information essential to holding DHCD accountable to its affordability goals.

Preservation Fund

The budget includes a dramatic increase in funding for the Affordable Housing Preservation Fund, which
uses public dollars to leverage private funds in a 3-to-1 match for acquisition and pre-development financing
to preserve, acquire, and rehabilitate DC’s affordable housing stock. The FY 2022 allocation for this fund is
made up of $17.2 million from the ARP and $494,000 in local and other federal funding, for a total of $17.7
million. This investment is more than eight times the size of the nearly $2.1 million allocation in FY 2021.
And, for the first time, the Preservation Fund includes a $5 million set-aside for limited equity cooperatives
(LECs), which are formed when tenant associations collectively purchase their building through DC’s
Tenant Opportunity to Purchase Act. LECs face unique funding challenges and advocates have long pushed
for the District to set aside funding to support the creation and long-term stability of these co-ops, which
preserve long-term housing affordability.

Douglass Community Land Trust

Funding from the ARP also allowed the District, for the first time, to designate $2 million to support the
Douglass Community Land Trust (DCLT). Community land trusts are nonprofit organizations that allow
for community control and stewardship of land and development on that land. The DCLT is an
independent, non-governmental, organization that was incorporated in 2019 as part of a broader initiative to
support equitable development and build Black wealth east of the Anacostia River.

Modest Tax Increase Led to Big Boost in Tenant-Based Vouchers, Other Investments Set
Aside for Tenant Protections

The DC Council’s modest tax increase on DC’s highest income residents enabled the city to make a historic
investment in rental assistance. The approved budget includes $7.8 million in new funds for rental assistance
for 310 families on the DC Housing Authority (DCHA) waiting list through the tenant-based voucher
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component of DC’s Local Rent Supplement Program FIGURE 2.
(LRSP). The Department of Human Services will Modest Tax Increase Led to Substantial
manage these funds in a new Rent Supplement Increase in Funding for Tenant Vouchers

Program Tenant-Based Allocation Fund for greater

) } L. . New funds added to program, by fiscal year
transparency and efficiency. While this investment is prog Y /

short of the $17.3 million that DCFPI and its partners $8 million 7.8M
had called for, it is the largest single increase to tenant-

based vouchers for families in need in at least eight 7

years (Figure 2). More than 43,000 households are on 6 57M

one or more DCHA waiting lists for housing assistance, '

so the District should continue to prioritize rental 5 46M

assistance going forward. ,

The modest tax increase also added $1.8 million to 3 2 8M

support 85 LRSP tenant vouchers for special

populations. When combined with the $1.3 million 2 1.6M Ty
funded with other local funds, the approved budget 1 I 1.1M

includes support for: 20 vouchers for LGBTQI+ . l
residents, 60 vouchers for returning citizens, and 60 0 " - D'EM - - - - -
vouchers for seniors.” These vouchers can be used by S g S 5 S 9 S g
households in the homeless services system or other e Approved
households experiencing housing il’lStabﬂity, such as ncrease from previous year, not total amount over
being doubled-up households or those experiencing o _Iljllaﬁi1_lll|l|rl«lm il Pl

rent burden. The placement for these vouchers will be T —
coordinated by the Office of LGBTQ Affairs, Office of SR e
Returning Citizens, and the Office of Aging.

The approved budget also allocates $1.5 million in federal ARP dollars to the Office of Victim Services and
Justice Grants (OVSJG). These dollars support Eviction Diversion Coordination to reduce eviction filings
against tenants by coordinating access to dispute resolution resources such as legal services, mediation,
social services, and emergency financial assistance. This supplements additional District support for civil
legal services funded in the OVSJG’s Access to Justice program. Additionally, $511,680 in federal
emergency rental assistance was used to support seven new and existing employees within the Office of the
Tenant Advocate (OTA) in the FY 2021 supplemental budget given the likely surge in demand for legal
assistance and representation. The FY 2022 budget also provides OTA with four additional staff working
for OTA’s Legal Representation program in FY 2022.

Stable Investment in Public Housing Repairs but Administrative Changes Passed by DCHA
Board without Full Transparency

In the FY 2022 budget, policymakers approved for the second consecutive year $50 million in capital
spending on public housing repairs and maintenance. The District also added support for repairs and
maintenance in additional years of the capital budget: $650,000 in FY 2021, $20 million in FY 2023, and $15
million in FY 2024. Originally, the Mayor proposed spending all of the capital budget repair money on one
project — Claridge Towers in Ward 2 — but the funding will now support critical deferred maintenance issues
at multiple DCHA properties. DCFPI and many other advocates had called for $60 million in FY 2022 to
make long overdue progress on improving housing conditions and reducing racially disparate health risks
for DC’s largely Black public housing residents.
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The District capital budget also supports the New
Communities Initiative —a DC government program
intended to redevelop distressed public housing sites
into mixed-income developments using four guiding
principles: build first, one for one replacement, right
to return, and mixed-income housing. Each of the
New Communities projects are years away from
completion and concerns remain about the
program’s efficacy and future.* The Office of the
Deputy Mayor for Planning and Economic
Development’s capital budget includes:

$20 million in FY 2022 for Northwest One;
$10 million in FY 2022 and $11 million in FY 2023 for Barry Farm;

$14.8 million in FY 2022 and $23 million in FY 2023 for Park Morton; and

e No money for Lincoln-Heights, Richardson Dwellings which is currently on hold.

The approved budget adds two additional members to the 11-person DCHA Board of Commissioners —
one nominated by the Mayor and approved by Council resolution, and one appointed by the DC Council.
By amendment, the Council defeated an additional measure that would have increased the minimum value
of contracts that must be approved by the DCHA Board before DCHA can execute them from $250,000 to
$500,000. Through both actions, the DC Council is attempting to create greater transparency and assume
more oversight over DCHA and its board. This is clearly needed as the ongoing lack of transparency at
DCHA - including the Board’s last-minute decision to terminate a planned nationwide search and instead
approve a two-year contract for the interim DCHA Executive Director — continues to undermine trust in
the agency.”®

Mixed Support for DC’'s Down Payment and Closing Assistance Programs for First-Time
Homebuyers and New Outreach and Capacity Building Funds for Wards 7 and 8

The approved budget includes $18.8 million in local and federal funds for the Home Purchase Assistance
Program (HPAP) and $5 million for the Employer Assisted Housing Program (EAHP). The assistance for
HPAP represents a $500,000 decrease while the EAHP assistance represents a $4 million increase from FY
2021. HPAP provides interest-free loans to low- and moderate-income first-time homebuyers for down
payment and closing cost assistance, while EAHP provides down payment and closing cost assistance to
qualified DC government employees. Prior to the pandemic, funding available for down payment assistance
had steadily increased, allowing the District to increase the maximum amount of assistance available per
household and to keep up with demand and high and rising home prices.

Black homeowners continue to make up a large percentage of HPAP and EAHP program recipients — many
of whom have incomes between 51 and 80 percent of median family income. Recent program statistics
show that:

e Black people comprise 78 percent (FY 2020) and 67 percent (Y 2021) of HPAP recipients

e Black people comprise 80 percent (FY 2020) and 70 percent (FY 2021) of EAHP recipients.’

To further support and retain Black DC residents, the Council also added a one-time $500,000 enhancement

within DHCD to support the development of an outreach and capacity building program to promote
homeownership for residents living in Wards 7 and 8.

DC FISCAL POLICY INSTITUTE 5



FEDERAL DOLLARS AND MODEST TAX INCREASE ENABLE UNPRECEDENTED INVESTMENT IN AFFORDABLE HOUSING

No Expansion for Property Tax Abatement Program, Regulations Still Pending

In the approved FY 2021 budget, lawmakers created a
property tax abatement program, Tax Abatements for
Affordable Housing in High-Needs Areas (HANTA),
to incentivize the development of affordable housing in
certain areas of the city with less affordability.” The
program will begin offering abatements to certain
developments in FY 2024. During the budget vote for
FY 2022, the Council considered expanding the
neighborhoods that are eligible for this program to
include the Golden Triangle and Downtown Business
Investment Districts. Expansion would have led to
greater costs for the District and without much benefit.

While geographic targeting for affordable housing development is laudable, the income threshold for this
program is too high and will fail to incentivize development of housing for the District’s lowest income
renters. In April 2021, DCFPI submitted comments on the proposed regulations for HANTA, encouraging
DHCD to increase the program’s affordability requirements and improve transparency.” Final regulations
for HANTA have not yet been released.

The approved budget includes $5 million for the Generating Affordability in Neighborhoods (GAIN) Act,
which would create a program that pays landlords to subsidize affordable rents for tenants earning less than
30 or 50 percent of area median family income. The bill has not yet had a hearing, meaning the Council and
public have not yet had a chance to weigh in on this program’s design.

! Martin Austermuhle and Dominique Maria Bonessi, Census Reveals Growing Diversity In Washington Region, Increasing
White Population In D.C., DCist, August 17, 2021.

2 The term “deeply affordable housing” refers to housing with rent that is affordable to families earning no more than 30 percent
of DC area median income, which is $38,700 for a family of four. Housing is “affordable” if the renter pays no more than 30
percent of their income on rent.

3 For information on housing investments for survivors of domestic violence, please see the FY 2022 homeless services toolkit.

4 Alex Koma, Here's where D.C.'s four controversial New Communities projects stand, as the 2022 budget crystallizes,
Washington Business Journal, July 29, 2021.

5 Morgan Baskin, DC Housing Authority Board Authorizes Two-Year Contract For Interim Director Brenda Donald, DCist,
August 13, 2021.

¢ Mitch Ryals, You Have 30 Seconds Left,” Neil Albert Interrupts Testimony During Last-Minute Meeting, Washington City
Paper, August 13, 2021.

7'The majority of HPAP recipients also received EAHP assistance.

8 Doni Crawford and Eliana Golding, What’s in the FY 2021 Approved Budget for Affordable Housing?, DC Fiscal Policy
Institute, September 14, 2021.

 Doni Crawford and Eliana Golding, Comments on Proposed Rules on Tax Abatement for Affordable Housing in High-Needs
Areas, DCFPI, April 22, 2021.
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