Homeownership Study Group Final Report

Administrative Reform Initiative

Purpose of the Group

To explore ways to streamline/expedite the administrative processes associated with the conversion of public housing to homeownership within the structure of asset management.

Public Housing Homeownership Programs

· Section 32

· Middle-Income

· Section 24/9

· Section 8(y)

· Section 5(h)*

· Turnkey III*

· HOPE I*

(*) Programs that have either been replaced, or have become obsolete.  

Section 32

· Replaces the 5(h) regulation;

· Review and approval comes from the SAC, with assistance from the applicable field office;

· Application comes in the form of a Term Sheet similar to the 24/9 homeownership process.

Middle-Income

· Also commonly referred to as “Nehemiah-like” homeownership;

· Applicable only to HOPE VI grants between fiscal years 1993-1999;

· Review and approved by the assigned HOPE VI Grant Manager.

Section 24/9

· Section 24 is available for all HOPE VI grantees;

· Section 9 is available to PHAs using Capital Funds for homeownership activites.

· Regulation has yet to be written;

· Review and approved by the HOPE VI Grant Manager, or applicable field office with delegation.

Section 8(y)

· May be offered by PHAs who administer a Housing Choice Voucher (HCV) Program;

· PHA makes monthly assistance payments on behalf of a first-time homeowner;

· Home must meet HQS, and must be an eligible unit as defined by 24 CFR Part 982.

Within the asset management structure, homeownership is envisioned to be a centrally administered program operated from the Central Office Cost Center (COCC), similar to other resident-oriented programs.

The Office of Public Housing has already taken steps to streamline the administrative process associated with homeownership programs (ref. the Sections 32 and 24/9 processes).   HUD also gives housing authorities extraordinary flexibility in terms of establishing the structure of their programs, i.e. deed restrictions, and any associated provisions relating to recapture and appreciation restrictions.

Recommendation: Centralization of Homeownership Functions at the HUD level. 

· In an effort to promote homeownership sustainability, as well as create a “one-stop” shop for housing authorities interested in creating, or currently administering,  a homeownership program, HUD should consider the creation of a central Office of PIH Homeownership.  

· Core functions of a centralized HUD Homeownership Office:

· Build the Buyer – the effective preparation of individuals or families to be successful homeowners.

· Build the Seller – interaction with the private lender and real estate sectors.

· Administrative Processing – Sections 32, 24/9, HCV.

Recommendation:  Consolidate rulemaking for public housing homeownership programs in 24 CFR Part 906
· Currently, the SAC oversees Section 32 processing, while OPHI-HQ oversees other homeownership, i.e. Section 24/9, HOPE VI, etc.  Both offices have similar term sheet review protocols.

· The Department may be moving in this direction, as a revision to Part 906, incorporating these programs is currently being written jointly by REAC and OPHI-HQ.
Recommendation:  Create Incentives 
· Currently, PHAs who receive approval for a Section 32 plan, do not receive RHF;

· $1,000 bonus for Section 8 homeownership closings is not applicable to other public housing programs;

· FSS and ROSS Homeownership Coordinator Grants do not offer stability to PHA homeownership efforts.

Recommendation:  Provide guidance on the use of proceeds of sale, or gains from appreciation
· Current policy is to require PHAs to develop policy regarding gains from appreciation, or recapture provisions, and include these as deed restrictions; however, guidance should be given on what is permissible in terms of how these funds flow between the AMPs and COCC.

Recommendation:  Implementation of Section 32 Marketing Strategy

· The SAC had previously developed a marketing strategy for Section 32, where they would work with the field offices to basically 1) Assess the current inventory of properties that would be suitable for Section 32, and 2) Develop strategies to make Section 32 a successful program.  While the marketing strategy was developed, it was never implemented.

Recommendation:  Phase-out of the Turnkey III and HOPE I Programs

· Lack of guidance in terms of use of any remaining proceeds from both programs exists.
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