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Before getting into the NHTF Allocation Plan,
first a very short description of the NHTF
to make sure we are all on same page.
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* The National Housing Trust Fund (NHTF)

is a federal program with dedicated sources
of funding not subject to the annual

Congressional appropriations process.

* The NHTF became law as part of the
Housing and Economic Recovery Act of 2008 (HERA).
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The primary purpose of the NHTF is to

increase and preserve the supply of rental housing
for extremely low income (ELI) households,
those earning less than 30% of area median income (AMI).



How Is the NHTF Funded? @%

NATIONAL

HOUSING
TRUST FUND

The NHTF is to be funded with dedicated sources of revenue.

* HERA requires annual assessment of 0.042%
on new business of Fannie Mae and Freddie Mac.

* 65% to go to the NHTF.

* Due to banking crisis of 2008, this source of money
was put on hold.



How |s the NHTF Funded? @%
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* On December 11, 2014 the hold was removed.

* Fannie and Freddie began to set aside funds
on January 1, 2015

* Funds had to be transferred to HUD by March 1, 2016.

* On April 4, HUD announced nearly $174 million for 2016.

* On May 5, Federal Register notice announces how much
NHTF each state will get for 2016.

* Funds will reach states early summer 2016.
* HUD published interim regulations on January 30, 2015.

7



How Can NHTF Be Used? @%
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* The law requires at least 90% of the funds be used
for the production, preservation, rehabilitation, or
operation of rental housing.

* Up to 10% can be used for homeownership
activities that include constructing, rehabilitating,
or preserving housing for first-time homebuyers, as
well as providing down payment and closing cost
assistance.



Who |s Served by the NHTF? @%
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* The law requires at least 75% of the funds for
rental housing benefit extremely low income (ELI)
households or households with income
below the federal poverty line.

* Up to 25% of the funds for rental housing
may benefit very low income (VLI) households
(earning less than 50% of area median income).

e All homeowner activities must benefit ELI or VLI.
* When there is less than S1 billion, 100% must benefit ELI.
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How Is NHTF Money Distributed? @%
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* The NHTF law requires money to be distributed
as block grants to states by formula.

* 75% of the formula’s value goes to two factors
reflecting the shortage of rental housing
affordable and available to ELI households, and
the extent ELI renter households pay
more than half of their income
for rent and utilities.

 The other two factors are also based on renter needs,
those of very low income households.
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How Is NHTF Money Administered? @%
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* The law requires states to select a state agency
(such as a housing finance agency or
a housing department) to receive and administer
NHTF resources.

e Each state must prepare an annual Allocation Plan
showing how it will distribute NHTF money
based on its priority housing needs.

* The Allocation Plan must be inserted
as a component of a state’s Consolidated Plan
that requires public input.

11
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There are two conditions that each state must meet
in order to receive its NHTF allocation:

 State must desighate entity to administer NHTF and
notify HUD Secretary of the administering entity.

 State must prepare and submit NHTF Allocation Plan
to HUD.

: www.nlihc.org/issues/nhtf
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New Jersey selected

Department of Community Affairs

Charles A. Richman, Commissioner
101 S. Broad Street,

PO Box 800

Trenton, NJ 08625
609.292.6420

Chuck.richman@dca.nj.gov
Janel Winter, Director of Division of Housing and Community

Development, 609.683.6286, might be person involved with
NHTF on day-to-day basis.
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 April 4: HUD announces nearly $174 million for NHTF for 2016.
e April 26: HUD publishes NHTF Allocation Plan guidance,
Notice CPD-16-07.

* May 5: HUD publishes NHTF allocations to states
in Federal Register. New Jersey will receive $3,733,566.

* May-June: New Jersey Department of Community Affairs (DCA)
develops NHTF Allocation Plan following
ConPlan public participation procedures,
which ought to include at least 30-day comment period.

e Early July: DCA submits NHTF Allocation Plan.
HUD has 45 days to review.

* Summer: When Secretary Castro wants to distribute NHTF funds.
: www.nlihc.org/issues/nhtf



Statute, Regulation, or Suggestion? @%
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Information in this presentation is based on:
« NHTF statute is ST.

« NHTF regulation is REG.

« NLIHC suggestion is SUG.

www.nlihc.org/issues/nhtf
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 NHTF Allocation Plan is part of Annual Action Plan
New Jersey submits as update to Consolidated Plan(ConPlan).

* New Jersey Department of Community Affairs (DCA) is lead
entity for submitting ConPlan and Annual Action Plan.

e Advocates need to be familiar with state ConPlan and
state’s public participation process.

. www.nlihc.org/issues/nhtf
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e April 26, 2016 Notice CPD-16-07 indicates

NHTF Allocation Plans will simply be “amendments”
to ConPlan.

* Only “substantial amendment” requires
30-day comment period.

* If only an “amendment”, advocates will still want state
to have at least a 30-day comment period.

. www.nlihc.org/issues/hhtf
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* Grantee (ST).
State entity that prepares NHTF Allocation Plan,
receives NHTF dollars, administers NHTF.
For New Jersey the grantee is DCA.

e Subgrantee (REG).
State may choose to desighate local jurisdiction
to administer NHTF in a city or urban county.

* Eligible Recipient (ST). Organization or agency that applies
to grantee for NHTF money to carry out NHTF project.

. www.nlihc.org/issues/hhtf
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ALL SUGGESTIONS

* Advocates should seek deepest possible affordability
for rents in NHTF-assisted units and
longest possible affordability periods.

 All funds in first year should be used for rental housing.

 All funds should be distributed by state to
eligible recipients (no subgrantees).

: www.nlihc.org/issues/hhtf
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ALL SUGGESTIONS

 All funds first year should be used to expand ELI housing.
- Prevent supplanting.
- Minimize use for preservation of

existing federally assisted housing.

* Maximize affordability,
» Projects should have as little debt service as possible.
- Grants or no interest loans preferred.

* Given small amount of money first year,

focus on projects with most impact.

- Don’t give small amounts of money to many projects.
: : wwanIihc.orgﬁssdes%hhtf




14 Elements of NHTF Allocation Plan@%
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S W IN =

. Description of distribution of funds (ST)

. Application requirements (REG)

. Criteria for selecting applications submitted by recipients (ST)
. State’s maximum per-unit development subsidy limit

for NHTF-assisted housing (REG)

. If funds used for first-time homebuyers,

identify resale or recapture provisions (REG)

. Whether state will distribute funds directly, and/or use

subgrantees (REG)

. Funding priority based on six factors (ST)

www.nlihc.org/issues/nhtf



14 Elements of NHTF Allocation P\an@%

(those in bold covered here) Part 2 NATIONAL
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8.

10.

11.
12.
13.

14.

Description of eligible activities and

recipient eligibility requirements (ST)

Recipient certification, NHTF-assisted units will comply with
NHTF requirements (ST)

Performance goals and benchmarks consistent with

state’s proposed accomplishments (ST)

Rehabilitation standards NHTF-assisted projects must meet (REG)

NHTF affordable homeownership limits (REG)
Preferences or limitations to a particular segment
of ELI population (REG)

Refinancing requirements and conditions (REG)

www.nlihc.org/issues/nhtf
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All SUGGESTIONS
* DCA will use Request for Proposals (RFPs) describing:

eligible applicant, eligible activities, what must be included in an application,
when and where applications are to be submitted, application evaluation
criteria, who will review applications, and when grant awards are to be made.

* RFP will indicate ConPlan priority housing need(s)
New Jersey intends to address based on
NHTF public participation process.

* DCA will convene application review panel composed of:
- state officials

- at least two private housing and homeless advocates.
0 www.nlihc.org/issues/nhtf
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NLIHC suggests DCA detail 9 application requirements
in RFPs. They include (SUGGESTIONS):

* Project information similar to LIHTC applications.
* How project responds to New Jersey’s
priority housing needs.
* How project responds to statute’s six priority factors.
* Plan and methods for achieving affordability
(rent at no more than 30% of household income)
for households at 30% AMI, 20% AMI, and 10% AMI.
* How NHTF-assisted units will be integrated with units
having higher income targeting.

. www.nlihc.org/issues/nhtf
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NLIHC suggests DCA detail 9 application requirements
in RFPs. They include (SUGGESTIONS):

* How project affirmatively furthers fair housing.

e Description of tenant recruitment and selection process.

* Definition of a successful resident; description of services
and subsides to be provided to maximize resident success.

* Evidence of applicant’s successful completion and
operation of similar projects.

. www.nlihc.org/issues/nhtf
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NLIHC suggests (SUGGESTIONS):

a. Threshold criteria:

e Responsiveness to application requirements.

* Project reflects priority housing need(s) in ConPlan.
b. Final criteria, rating based on:

* Six priority factors in statute.

* Creativity and innovation.

* Feasibility.

* Potential for resident success.

* Applicant’s credentials.

. www.nlihc.org/issues/nhtf



3. Criteria for Selecting Applications @%
(Part 2) i

New Jersey’s 2015-2019 ConPlan general housing needs:

* “The vast majority of severely cost burdened renters (66%) are in the
0%-30% AMI range, whereas 38% of severely cost burdened
homeowners fall within this range.” [page 35]

* “Very low-income households [sic] (those at or below 30% of the area
median income) spending in excess of 50% of their income for gross
rent (rent plus tenant paid utilities) are particularly vulnerable to an
unexpected financial or personal crises which could lead to
homelessness. Among these households, single-parent households
with children are the most vulnerable. They have a greater need for
affordable housing... Because of their lower income and higher living
expenses, single-parent households are at imminent risk of becoming
homeless.” [page 35]

* “Affordable rental units of 3 or more bedrooms, both in urban and

suburban areas, are scarce.” 79 . .
> page 791 www.nlihc.org/issues/nhtf



3. Criteria for Selecting Applications @%
(Part 3 o

New Jersey 2015-2019 ConPlan priority housing needs:

New Jersey’s ConPlan lists as “high” priority: affordable housing,
eliminating homelessness, community revitalization, and
neighborhood revitalization. Unlike some other states, New Jersey
gives “low” priority to homeownership and economic development.

However, the high priority given to affordable housing (presumably
renter housin%]) Is diluted because it does not mention extremely low
income households, only very low and low income households.

In addition, it does not establish genuine priority housing needs for
various populations. Rather high priority is for: extremely low, low,
and moderate income; large families, families with children, elderly,
frail elderly, chronic homelessness, individuals, mentally ill, chronic
substance abuse, veterans, persons with HIV/AIDS and their families,
persons with physical disabilities, persons with alcohol or other
addictions, and victims of domestic violence. [pages 109-112]

. www.nlihc.org/issues/hhtf
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New Jersey must set maximum limits on total amount
of NHTF funds that can be invested per-unit:

* Adjustments based on number of bedrooms and location.
e Limits must be reasonable and based on actual costs. REG

HUD issued guidance as an FAQ on May 12.
* These are not prescriptive, compared to HOME limits.

* HUD recognizes that deeper targeting for NHTF units
will require more subsidy.

. www.nlihc.org/issues/hhtf
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State must give priority in awarding funds to applications
based on six factors (ST, REG).

Statute and regulation do not weigh factors.

NLIHC suggests awarding NHTF to applicants based on
applicant’s total points, up to 100 points (SUGGESTIONS).

a. Geographic diversity. (Maximum points = 0)

b. Applicant’s ability to obligate funds and
undertake activities in a timely manner.

(Maximum points = 10)
" www.nlihc.org/issues/nhtf
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c. For rental housing:

e “extenttow
ELI househo
e “extentto w

nich rents...are affordable, especially for
ds” (ST);

nich the project has federal, state, or local

project-based rental assistance so that rents are
affordable to extremely low income families (REG).
(Maximum points = 40)

d. For rental housing, duration of unit’s
affordability period. (Maximum points = 15)

14
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e. Merits of application in meeting state’s
priority housing needs. (Maximum points = 25)

f. Extent application makes use of
non-federal funding sources. (Maximum points = 10)

" www.nlihc.org/issues/hhtf



Factor a: Geographic Diversity @%
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Geographic diversity (ST). (Maximum points = 0)

Given relatively small amount of money

available first year,

NLIHC suggests focusing on projects with most impact,
rather than distributing small amounts of money

to many projects (SUGGESTION).

- www.nlihc.org/issues/nhtf



Factor b: Ability to Obligate Funds @%
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Applicant’s ability to obligate funds and undertake activities
in a timely manner (ST). (Maximum points = 10)

* Regulation defines “commitment” for recipients as:

- For new construction or rehabilitation,
starting construction within 12 months
of date of contract between recipient and state (REG).

» For acquisition of existing housing,
receipt of title within 6 months
of date of contract between recipient and state (REG).

. www.nlihc.org/issues/nhtf
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* Extent to which rents are affordable, especially to
extremely low income families (ST).

* For states, rule is extent to which project has
federal, state, or local project-based rental assistance
so rents are affordable to extremely low income families
(REG).

(Maximum points = 40)

. www.nlihc.org/issues/nhtf



Factor c: Rent Affordability ar2 @%
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e “Affordable” defined as not paying more than
30% of household income for housing costs,
including utilities (SUGGESTION).

* “Project-based rental assistance” includes,
unit-based rental assistance, operating subsidies, or
cross-subsidization of rents within project (SUGGESTION).

* 33% of state’s NHTF allocation may be used for
operating cost assistance and/or
operating cost assistance reserves
for NHTF-assisted units (REG).

- NOTE: HUD intends to issue guidance on operating costs
for NHTF in the next year.

. www.nlihc.org/issues/nhtf
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For rental housing, duration of the units’
affordability period (ST). (Maximum points = 15)

* Minimum affordability period is 30 years (REG).

e Extent project exceeds 30 year minimum determines
duration points, to maximum of 15 points for projects
that commit to affordability in perpetuity (SUGGESTION).

. www.nlihc.org/issues/hhtf



Factor e: Merits of the Application @%
(Part 1) HOUSING

Merits (ST) of application in meeting state’s priority housing
needs (REG). (Maximum points = 25)

* Extent project meets needs of lowest income households
within state’s priority housing needs (SUGGESTION).

* Examples (SUGGESTIONS):

- Projects serving special needs populations, homeless,
individuals leaving correctional institutions.

» Projects affordable to households with income less than
15% of AMI.

- Projects proposed by nonprofits.
- Phased rehabilitation projects that do not cause displacement.

5 www.nlihc.org/issues/hhtf



Factor e: Merits of the Application @%
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New Jersey 2015-2019 ConPlan priority housing needs:

New Jersey’s ConPlan does not establish genuine priority
housing needs.

 Does not indicate any extremely low income priority
(only very low and low income).

e State lists virtually every demographic characteristic
as high priority. page 109112

www.nlihc.org/issues/hhtf

19



Factor f: Use of Non-Federal Resourc@

NATIONAL

HOUSING
TRUST FUND

Extent application makes use of non-federal funding (ST).
(Maximum points = 10)

* Extent application makes use of:

- State and local publicly-controlled funds and/or
land donated by state or local government
to achieve deep affordability for ELI households (SUG).

- Private funds or in-kind commitments,
including donation of land,
for production, preservation, or operation
to achieve deep affordability for ELI households (SUG).

. www.nlihc.org/issues/nhtf
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NLIHC suggests eligible activities be limited to:

* Production and rehabilitation of rental housing affordable
to extremely low income households (SUGGESTION).

* Up to 33% may be used for operating cost assistance and/or
operating cost assistance reserves (SUG allowed by REG).

SUGGESTION:

“New Jersey does not intend to permit NHTF funds to be used
for homeownership activities or for new construction,
rehabilitation, or preservation of federally assisted housing in
the 2016 funding cycle.”

. www.nlihc.org/issues/nhtf
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Eligible recipient is organization, agency, including
nonprofit or for-profit (ST), or public housing agency (REG).

Consider limiting recipients to nonprofits first year, or to
for-profits that limit profits or rate of return (SUGGESTION).

www.nlihc.org/issues/hhtf
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Recipient must:

* Have demonstrated experience and capacity
to conduct NHTF activity, evidenced by ability to:

- Own, construct, or rehabilitate, and
manage and operate affordable
multifamily rental housing (ST); and

- Serve extremely low income households and
special needs populations, such as homeless families
and people with disabilities (SUGGESTION);

www.nlihc.org/issues/nhtf
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10. Performance Goals and @%
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Refers to proposed accomplishments in
affordable housing section of Strategic Plan part of ConPlan.

State must specify number of extremely low income,
low income, and moderate income families, and
homeless persons for whom state will provide
affordable rental housing.

Affordable rents defined as not exceeding greater of
30% of federal poverty line or 30% of 30% AMI (REG).

. www.nlihc.org/issues/nhtf



10. Performance Goals and @%
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NLIHC suggests, to achieve maximum affordability,
NHTF Allocation Plan should set performance goals about:
* How many extremely low income families and
homeless people will have affordable housing,
with affordability defined as 30% of household income
(SUGGESTION), or
* How many households will have rents set at
30% of 20% AMI or 30% of 10% AMI (SUGGESTION).

. www.nlihc.org/issues/nhtf
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* New Jersey’s 2015-2019 ConPlan does not provide goals
for extremely low income households even though
ConPlan regulations require such a breakdown
by income categories.

- Only 50 rental units planned for the five-year period.

- 50 homeowner units also planned

(even though is “low” priority)
[page 127]

- HOME to assist 100 households over the five-year
period.

[page 131]

. www.nlihc.org/issues/nhtf
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New Jersey can limit or give preference to a

particular segment of ELI population

based on priority housing needs in ConPlan.

Any preference or limitation must be in written agreement
between state and recipient (REG).

New Jersey’s 2015-2019 ConPlan lists as high priority
array of populations characteristics too broad to be
genuine indication of priority housing needs.

24 www.nlihc.org/issues/hhtf



14. Preferences or Limitations to @%
Particular Segment of ELI Population art 3

TRUST FUND

Any limitation or preference must not violate
nondiscrimination requirements.

Fair housing requirements, including affirmatively further
fair housing, apply to NHTF program.

Limitation does not violate nondiscrimination
requirements if housing also receives funding from federal
program that limits eligibility to particular segment of

population (e.g. Housing Opportunity for Persons Living
with AIDS, Section 202, and Section 811) (REG).

Y www.nlihc.org/issues/hhtf



For More Information 21.:5?

HOUSING
TRUST FUND

Ed Gramlich, egramlich@nlihc.org, 202-507-7469

- www.nlihc.org/issues/hhtf
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Questions?

- www.nlihc.org/issues/nhtf



