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EXECUTIVE SUMMARY

Ohio’s Appalachian region comprises over a thirthef state’s counties and is home to almost
20 percent of the state’s population. This reggomarked by persistent poverty, high
unemployment and an aging, often substandard hgpssitk' There is a need for quality
affordable housing, but those involved with affdsi#gahousing development have long reported
that it is difficult to produce and maintain a sci#nt supply of quality affordable housing in the
region. The goal of the Appalachian Housing Inii@tAHI) was to uncover the reasons for the
lack of quality affordable housing in the regiondao generate grounded strategies for
overcoming the identified barriers. Through a mptonged research effort involving the Ohio
CDC Association (OCDCA), Vogt Santer Insights, BE&ifiow & Associates, Ohio University’s
Voinovich School of Leadership and Public Affairgdahe input of non-profit developers, for-
profit developers, housing intermediaries and fusdine AHI has produced a list of
recommendations for increasing the availabilityjodlity affordable housing in Appalachian
Ohio.

In 2010, OCDCA received funding from the Ohio HawgsFinance Agency (OHFA) and the
Ohio Development Services Agency (ODSA) to condinetAHI. Three separate research
efforts contributed to the AHI:

(1) Market Study: OCDCA contracted with Vogt Santerighss (VSI) to produce a detailed
housing needs assessment focused on the curreahtioghated affordable housing need
in each of the 32 Appalachian counties of Ohio. ®erall conclusion of the affordable
housing market study indicates a greater need &wlenm, affordable rental housing
within Appalachian Ohio compared to other areathefstate. The report along with the
county-by-county analysis can be found at:
http://www.ohiohome.org/research/AppalachianCowpief

! According to Vogt Santer Insights: 27 of the 32 Appalachian counties have a higher percentage of the population
living in poverty than the state average; 26 of the 32 counties have unemployment rates that exceed the state
average; and 27 of the 32 counties have a higher percentage of substandard housing than the state average. Vogt
Santer Insights, “Affordable Housing Market Study of 32 Appalachian Ohio Counties,” May 2012.
http://www.ohiohome.org/research/development.aspx (accessed January 30, 2012), I-1, II-2, IlI-5
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VSI also created an interactive database fromrtfogrmation collected in the analysis in
order to assist with housing development. The de@lncludes details about the existing
rental housing properties in each of the 32 ApgatacOhio counties. The database can
be found at: http://www.vsinsights.com/OH_App_204@éx.php

(2) Project Funding Analysis: The majority of develaparterviewed as part of a prior
research effort, thAppalachian Set Aside Revigaentified development costs as one of
the primary barriers to the development of affotddtwusing in the Appalachian Ohio
region. To address this issue, OCDCA contracted &b Snow & Associates to
complete an analysis to define the current sitnataoitline funding options and explore
differences between Appalachian, rural non-Appatachnd urban funding options
(including rent structure, income restrictions, dedverage, operating expenses, project
sources, development costs/uses, gap debt soumddékeaavailability of tax credit
allocations). One of the conclusions made in tredyais is that Ohio’s Appalachian
region faces a rent disadvantage when comparduateest of the state. The report can
be found athttp://www.ohiocdc.org/AHIFundingAnalysis.pdf

(3) Identification of Barriers and Strategies: OCDCAtacted with Ohio University’'s
Voinovich School of Leadership and Public Affaiosdarry out several types of research
(including surveys, interviews, focus groups, aasgecstudies) in order to produce
recommendations for increasing the availabilitgjoélity affordable housing in
Appalachian Ohio.

This report presents findings from the Voinovichh&al's portion of the research for the AHI.

Appalachian Housing Initiative
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Map 1. Appalachian Ohio Counties
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Research Conducted

The Voinovich School conducted three web survays,fbcus groups, and twelve interviews to
gather information about the barriers to afforddimesing development and to generate
strategies for overcoming those barriers. All 32alchian Ohio counties were represented in
at least one component of the research. In orderaxdde more information about possible
strategies, the Voinovich School also conductateeature review, identified promising
practices and developed case studies of five azgdans that have found creative ways to
develop quality affordable housing.

After this research, the Voinovich School joinedhW\OCDCA, Vogt Santer Insights and Bob
Snow & Associates to present the research findimgsgroup of housing stakeholders at the
2012 Ohio Housing Conference. Participants in tleeqonference session engaged in roundtable
discussions facilitated by the Voinovich School &@DCA to develop the strategies that
emerged from the research. Based on the numbearti€ipants recommending a strategy, the
intensity of participants’ preference for the stgt and the feedback provided at the 2012 Ohio
Housing Conference, the Voinovich School and OCD@Apiled a list of recommendations for
increasing the availability of quality affordableusing development in Appalachian Ohio.

Barriers and Strategies

The developers, funders, intermediaries and otbesihg experts who participated in the
research identified a long list of barriers to tlevelopment of affordable housing in the region.
The significant resource contraction that the affdrle housing industry has experienced of late
was frequently noted, as were some more uniquepakgechian obstacles. Among the barriers
identified were:

* Lack of funding

* Aninadequate extension of utilities (water and esenv particular)
» A strong need for rental assistance on most prigsert

* Low area median incomes

* Low population density

* The lack of relevance of Community Reinvestment é&edits

* The low political profile of the region

* The topography of the region

Appalachian Housing Initiative
Prepared by the Voinovich School of Leadership Rnblic Affairs 4



Inconsistent capacity among non-profit developeslacal governments

An aging, substandard housing stock

In addition to these barriers, many research ppatits also offered a more fundamental critique
of the current funding system. They argued thatuaently designed, the funding system is
unable to meet the housing requirements of the hightneed areas of the region because
structural factors (many of them just mentionedkenih especially challenging to assemble a
profitable development deal in those areas.

To address these barriers, participants proposediety of strategies, including:

Engaging in capacity building for non-profit deveéss and local governments
Establishing an Appalachian Set-Aside in the QiealiAllocation Process

Creating a consortium of Appalachian Ohio affor@dibusing stakeholders to facilitate
resource sharing and to engage in political adwot@cthe region

Developing a model for the packaging of developmaietoss multiple sites
Formalizing a pre-application guidance procesd.tmw-Income Housing Tax Credit
(LIHTC) applications

Acquiring a portion of the severance tax on oil aatural gas development in Ohio in
order to support quality affordable housing devalept in Appalachian Ohio
(potentially by supporting utility expansion)

Prioritizing rehabilitation over new construction

Developing a waiver process for standards that ling feasibility of building on
available Appalachian sites

Hiring state-sponsored experts to fill in capag&ps among non-profit developers and
local governments

Appalachian Housing Initiative
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Recommendations

The following are recommendations for increasirggdmount of affordable housing in
Appalachian Ohio. The recommendations are explamegdeater detail in the
“Recommendations” section later in this report.

1. Formalize an optional pre-application guidance process for Low-Income
Housing Tax Credit applicants.

This recommendation addresses three main issuetfielé by housing developers, funders and
intermediaries: (1) predevelopment costs can bg lmerdensome and as such pose risks to
developers; (2) many non-profit developers in #gian might benefit from capacity building;

and (3) the current methods being used to produabty affordable housing in Appalachian

Ohio are not fully meeting the area’s need, so neogative solutions are necessary. Because
less traditional development models are risky, esfig given predevelopment costs, many
participants said they would appreciate receivirigrmal feedback on project concepts so as not
to commit too many resources to a project thatlittsslikelihood of being funded.

2. Identify a model for packaging developments across multiple sites and
establish funding procedures for this type of development.

Participants agreed that, as of yet, there is earkt successful model for packaging
developments that span more than one county or eontyn However, packaging developments
was seen as one of the most promising ways to ssitine problems of low population density
and scarce resources. By combining scattered-sitsifg across multiple sites, developers can
possibly save money on application fees and caargemeconomies of scale that are otherwise
hard to come by in sparsely populated Appalachiaiw.O

Appalachian Housing Initiative
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3. Acquire a portion of revenue from the severance tax on oil and natural
gas production in Ohio. Invest the funds in activities that support quality
affordable housing development in the region.

Research participants frequently identified thd lacwater and sewer lines in many areas of
Appalachian Ohio as a significant barrier to depelent. Participants had difficulty identifying
funding sources for utility expansion, in part besathe sparse population makes it difficult to
win formula-based funds and also because muchegbdpulation cannot support municipal
bonds or fees to fund utility expansion. In orderémedy a serious structural impediment to the
development of affordable housing, many participaniggested obtaining a portion of the
severance tax to fund utility expansion in affeatechmunities. Other participants suggested
that severance tax revenue could be used in othgs t@ support quality affordable housing
development in communities impacted by shale deveént.

4. Funders with discretion over their funds could consider capacity building
for non-profit developers in Appalachian Ohio, especially in the areas of
business practices, negotiating equitable agreements with for-profit
developers and grant writing.

Research participants repeatedly identified incgiast capacity on the part of non-profit
developers as a barrier to the development of tyuafiordable housing. Various options for
capacity building were suggested, including: essdblg mentoring partnerships between more
experienced non-profits and newer or struggling-pariits; establishing the state-supported
hiring of regional experts who would be availatdenbn-profit developers throughout the region
and who could fill in capacity where needed (eagatiating development deals with for-profit
developers or conducting environmental reviewsl; providing scholarships for organizations
that want to pursue training in identified areaatieipants who argued in favor of capacity
building offered important caveats, stressing tagacity building efforts should be long-term,
and that organizations should develop strategiestédf-retention that would allow them to
maintain the newly acquired or augmented capacity.

Appalachian Housing Initiative
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5. Funders with discretion over their funds could consider capacity building
for local governments, especially in the areas of financing utility
expansion and development planning.

Many research participants, especially fundersadhtiat local government would benefit from
capacity building as well. Funders and a few dgwels noted frequent difficulty working with
local governments on development projects, andatdd that a capable local government was
very necessary for attracting developers to tha.arke need for increased capacity was
especially noted in the areas of development prapninfrastructure expansion and collaboration
with other local governments.

6. Establish a procedure for creating a consortium of affordable housing
stakeholders in Appalachian Ohio.

Research participants were very supportive ofdiea iof a consortium of Appalachian Ohio
affordable housing stakeholders. A wide varietyumictions could be carried out by such a
consortium, including:

» Engaging in advocacy/resource protection

* Providing or coordinating capacity building for rprofit developers and local
governments

* Administering lines of credit

* Facilitating resource sharing among non-profit deyers

» Facilitating increased collaboration across discgd (e.g. housing, mental health, job
training, banking, economic development) to reaeh funding sources and provide
more services.

In order to establish a consortium there need®ta tieliberate and careful planning process
wherein potential members are convened to estathlesbesired goals, decide on membership
criteria and select the leadership of the consrtiu

Appalachian Housing Initiative
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STRUCTURE OF THIS REPORT

This report begins with a description of the congras of the Appalachian Housing Initiative
and the methodologies behind each. The next segtmndes an overview of the barriers to the
development of quality affordable housing that widemntified by research participants, paired
with the strategies that were suggested for oveingthese barriers. Final recommendations for
increasing the availability of quality affordableusing in Appalachian Ohio are detailed in the
last section of the report.

Appalachian Housing Initiative
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METHODOLOGY

There were multiple components to the researchuwdad by the Voinovich School.
Researchers first drew on prior research, inclutiveg\ppalachian Set-Aside Revietw develop
web survey$.Researchers also conducted a literature reviewomuce a list of promising
practices for increasing quality affordable housim¢he region. Case studies were developed in
order to illustrate select promising practices. Témults of the case study research, in addition to
the web survey results, informed script developnienthe subsequent focus groups and
interviews. The focus groups, interviews, caseistudnd surveys provided material for the 2012
Ohio Housing Conference preconference sessionsirategies refined at the housing session
are reflected in the list of final recommendatidagure 1 illustrates the ways in which these
research components worked together to produceetimenmendations provided in this report.

Figure 1. Appalachian Housing Initiative Research Pocess (Voinovich School Research
Activities)

Appalachian Set-Aside Review
(funded by OHFA and conducted by the
Voinovich School in 2009)

Web Surveys Literature Review
Interviews and Focus Promising Practices,
Groups Case Studies

Roundtable Sessions at 2012
Ohio Housina Conference

Recommendations

’>The Appalachian Set-Aside Review can be found on OHFA’s website
http://www.ohiohome.org/research/relatedresearch.aspx (Accessed February 6, 2013).
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It should be noted that this study primarily foadile® housing developed for households with
low-incomes, and did not include a specific focagpermanent-supportive housing, which is a
topic that merits a detailed study of its own.

Web Surveys

Researchers prepared three surveys for distribtdiown-profit developers, for-profit

developers and for-profit property managers opegati Appalachian Ohio. The three surveys
sought to identify potential opportunities and k&g related to the creation of affordable
housing in the region. Each survey was designéactade a core set of questions common to all
surveys as well as other questions related todhtcplar type of organization for which it was
targeted. Drafts of each survey underwent a repimgess with OCDCA and OHFA. In

addition, the draft Non-Profit Developers Surveyswiéoted with likely participants whose
clarifying suggestions were incorporated into tinalfquestion design. Once finalized, each
survey was prepared for distribution via the iné¢ras a web survey.

OCDCA identified the organizations to target fockeaurvey, and provided the Voinovich

School with contact information for each organiaatiPrior to deploying the survey, a joint

letter from OCDCA and OHFA was e-mailed to the jggraint list to inform them of the purpose
of the study and to encourage their participat@rganizations were ensured that their responses
would only be reported in combination with all atheOn January 10, 2012, the surveys were
distributed via e-mail using the contact informatmovided by OCDCA. Each e-mail invitation
was individualized with the name of a contact perabthe targeted organization. Two weekly
reminder messages were sent to all non-respondishgsses. In addition, up to three phone calls
were made to non-responding Community Housing [grekent Organizations (CHDOs) and
Metropolitan Housing Authorities (MHAS). Surveysmgeollected through February 20, 2012.

The table below provides detailed information om asponse to the surveys. Each survey began
with a clarifying question to ensure the contaaieghnization operated in one or more
Appalachian Ohio county. Organizations whose respandicated they do not develop or
manage affordable housing in any of the targetethttes were dismissed from the remainder of
the survey. All respondents, including those thatmibt qualify based on geographic service

area, are included in the response rate calculation

Appalachian Housing Initiative
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Table 1. Survey Response

Number of Number of Number of Response
Contacted Qualified P
o Responses . Rate
Organizations Responses
Non-Profit 89 47 45 52.8%
For-Profit 24 6 5 25.0%
Property Manager 21 4 3 19.0%

*Qrganizations operating in Appalachian Ohio

The responding non-profit developers included 18A4HL4 CHDOs, 8 Habitat for Humanity
affiliates and 5 other organizations. The respotalertiuded organizations operating in all 32
Appalachian Ohio counties. Results of the Non-Pidévelopers Survey are provided in
Appendix B. In order to ensure the confidentiaifythe responding organizations, results from
the two other surveys are not provided.

Information from all three surveys was used in gleisig the data collection instrument for the
subsequent focus groups and interviews. Whiledherésponse rate to the For-Profit and
Property Manger surveys was problematic, the surgggonse did assist the researchers in
developing scripts for interviews and focus growgh these entities.

Focus Groups and Interviews

Researchers conducted interviews and focus grottpsaffordable housing stakeholders in
order to gather more in-depth information on theibes to affordable housing development in
the region and to begin generating strategies¥eramming these barriers. OCDCA recruited
participants for the interviews and focus groupsall, 48 affordable housing stakeholders
participated in the focus groups and interviewsl@& provides a more detailed overview of the
process and participants.

Appalachian Housing Initiative
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Table 2. Focus Group and Interview Process and Padipants

Number of
participants

Focus group

L ion : .
oLl or interview

Type of participants

5-Jun-12  Athens focus group  mixed non-profit developers 5
5-Jun-12  Athens focus group  CHDOs 3
7-Jun-12  Columbus focus group  MHAs 8
15-Jun-12 Phone interview USDA-Rural Development 1
19-Jun-12 Columbus focus group intermediaries/experts/others* 7
25-Jun-12 Phone interview Governor’s Office of Appalachia 1
26-Jun-12 Canton interview CHDOs 1
26-Jun-12 Canton interview non-profit developer 1
27-Jun-12 Columbus focus group intermediaries/experts/others 5
9-Jul-12 Columbus interview OHFA 3
10-Jul-12  Phone interview for-profit developer 1
10-Jul-12  Phone interview intermediaries/experts/others 2
11-Jul-12  Phone interview HUD 3
18-Jul-12 Columbus interview DSA, Office of CommiyriDevelopment 4
19-Jul-12  Phone interview Ohio Capital Corporation for Hogsi 1
25-Jul-12  Phone interview for-profit developer 1
27-Jul-12  Phone interview Housing Assistance Council 1

*One participant in this focus group was from ading agency.

Focus groups were conducted using standardized;@peed scripts based on the five
questioning categories outlined by Krueg&cripts for both the focus groups and interviews
were reviewed by OCDCA. Select scripts were algtedeby non-profit developers, funders and
for-profit developers.

All focus groups and interviews, except for theemtews with for-profit developers, were
recorded. Recordings were transcribed and theryzsthusing MaxQDA qualitative analysis
software. Researchers conducted content analy$iee afanscripts using a processaggriori
coding and open coding, followed by recoding basedlentified themes. Multiple analysts
participated in the process in order to reduceptisibility of any researcher biés.

3 Krueger, R. (1998) Developing Questions for Focus Groups Thousand Oaks, CA: Sage Publications, 21-30.

4 Glesne, C. (1999). Becoming qualitative researchers: An introduction. New York: Addison Wesley Longman, Inc.;
Holton, J. (2007) “The Coding Process and Its Challenges” in Bryant, A and Charmaz K. The SAGE Handbook of
Grounded Theory. Thousand Oaks, CA: SAGE Publications Inc.

Appalachian Housing Initiative
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Promising Practices Research

Researchers conducted a review of the literaturaffondable housing development in
Appalachia and in areas with characteristics smdahose of Appalachian Ohio. Documents
were identified for inclusion in the literature rew based on a search of relevant academic
journals, a review of diverse organizational wedssand feedback received from experts within
the affordable housing industry. Over 50 articled reports were review@ds each document
was read, potential promising practices were edtern® a database, resulting in a total of 172
recommendations. These were categorized into tandh to be considered for additional
research. These themes were discussed with repagges of OCDCA and, based on this
discussion, the following six themes were priodtiZor further research. (Appendix E of this
report includes a list of all ten identified themes

Promising Practice Themes

1. Explore strategies to enable small rural housirenaggs to achieve economies of
scale through bundled deals, collaborative fundetgests, shared services,
combined back office operations, bulk purchasihgyed staffing and/or
establishment of a regional consortium.

2. For rural areas with limited job growth, prioritineaintenance/restoration of
existing housing stock over new builds to maximimpact and to contribute to
overall community revitalization efforts. This cduhclude (but is not limited to)
facilitation of low-income household purchasinghab of single family homes or
prevention of LIHTC projects’ conversion to markates through providing tax
benefits and/or funds for rehabilitation in retéwn continued and/or increased
affordability restrictions.

3. Focus a portion of LIHTC allocations on increasigintaining affordable
housing in Appalachian Ohio through a designatedyggphic set-aside, points,
non-numeric preference or some combination of these

> Among the reviewed articles and reports were: Brady D. (2010) Rural Areas and the Manufactured Housing
Advantage. California Coalition for Rural Housing; Dangler, D. and Gass, A. (2007). Raising the Roof on
NeighborWorks Montana: Doing Business in Rural America. NeighborWorks America; Housing Assistance Council
(2010) Rural Housing Leaders Reflect: Where do we go from here? Rural Voices, Volume 14 Number 4; Joint Center
for Housing Studies of Harvard University (2010). Long-Term Low Income Housing Tax Credit Policy Questions;
Rural Community Assistance Partnership and Housing Assistance Council (2011). Housing and Water: The Critical
Connection; Wodka, A. (2009). Landscapes of Foreclosure: The Foreclosure Crisis in Rural America. The Urban
Institute.

Appalachian Housing Initiative
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4. Diversify funding sources, including tapping intoeegy-related funding sources
to provide energy upgrades resulting in decreasegtierm management costs,
water/land conservation funds, historic restorafiords, etc.

5. Incentivize and/or provide technical support fag thtevelopment of relationships/
partnerships among nonprofit developers, betweapnadit and for-profit
developers, between rural and urban developer®ahédfween developers, local
officials and community groups.

6. Develop a targeted foundation, fund or Community&epment Financial
Institution to provide rural nonprofit developergwflexible lines of credit not
tied to a specific project that could be used teec@redevelopment expenses,
short-term overhead shortfalls or costs relatdddmeased capacity efforts such
as new technology, professional development, etc.

Case Studies

Once the six themes were selected, additional relseeas done to identify fourteen potential
case study organizations, each of which illustrateztessful implementation of at least one of
the six prioritized themes. (See Appendix F of tieigort for a list of all fourteen potential case
study organizations.) OCDCA was provided with arsdescription of each organization as well
as the theme or themes addressed by a potentilgl gtuhat organization. Selection of five final
case studies was made based on a combinationtoffaimcluding range of promising practices
represented, geographic distribution, the diveypes of programming and the availability of
adequate information. For each project selecteai)able information was carefully reviewed,
including websites, annual reports, newsletterglisneoverage, etc. Once this was completed,
an interview script was developed to gather addtianformation and the organization was
contacted to schedule a telephone interfi@®ased on this research, a case study was written
with emphasis placed on one or more of the targetexhising practices. A draft version of the
case study was provided to each of the five prdfideganizations for review and approval prior
to finalization.

The five case studies included in Appendix F of tieport focus on the following organizations
or projects:

° Due to the detailed information already availabiglre Federation of Appalachian Housing Enterprises
from a variety of sources, including several iniens with the director, a telephone interview was n
conducted with this organization.
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1. Federation of Appalachian Housing Enterprises (FAHBerea Performance
Compacts (Kentucky)
2. Habitat for Humanity 7 Rivers, Maine — WeatheriaatiRepair and Rehab

3. ldaho Housing and Finance Association (IHFA) — HdPagtnership Foundation

4. Public Service Electric & Gas, Residential Multifkiéy Housing Program (New
Jersey)

5. Southeast Rural Community Assistance Project —iBtapalley East Sewer
Project (Virginia)

Additional Research

In order to provide a picture of the resourceslabée to those seeking to develop quality
affordable housing in Appalachian Ohio, the VoirabvEchool also mapped the coverage areas
of CHDOs and MHAs in the region and developed aeraew of the main funding resources
available for affordable housing development indahea.

CHDO/MHA Coverage Map

The Voinovich School created a map depicting theise areas of MHAs and CHDOs in the
Appalachian region. Among Ohio’s 32 Appalachianrdas, 17 are served by a CHDO and an
MHA, 14 are served by only a CHD&® an MHA and Scioto County is not served by any MHA
or CHDO. Two data sources were consulted in omléetelop the map. The CHDO coverage
area information was obtained from an electronialo@se provided by OHFA of the 2012-2013
State Certified CHDOs. Among the 61 State CertifiddDOs in the database, 14 serve one or
more Appalachian Ohio counties for a total of 19Ajachian Ohio counties covered by a State-
Certified CHDO. In some cases, more than one CHp@aies in a county.

The MHA coverage information was developed usirigrmation from the MHA mailing list
provided by OCDCA for use in distribution the Noreft Developers Survey in January 2012.
This information was reviewed through a procesghaine calls and internet research to confirm
the Appalachian counties served in whole or in pgran MHA. See Appendix C for the map of
CHDO and MHA coverage areas.

Funding Sources
Information on funding sources that support theettgwment and preservation of affordable
multifamily housing properties was obtained frora thebsites of the OHFA, ODSA, the U.S.

" OHFA has published the 2012-2013 State Certified CHDO database on its website:
www.ohiohome.org/chdo/2012-2013StateCertifiedCHDOs.xlIsx (Accessed February 1, 2013)
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Department of Housing and Urban Development (HUMR) the U.S. Department of Agriculture
(USDA). Program descriptions are included in tiejgort as Appendix D.

Roundtable Process

On November 26, 2012, after the surveys, focuspgg@nd interviews were completed, a
preconference session entitled “Appalachian Houkiitgtive” was held at the 2012 Ohio
Housing Conference. During the session, researghesented findings from the Appalachian
Housing Initiative and solicited feedback on stgégs for increasing the availability of
affordable housing in Appalachian Ohio. Twenty-fp@ople participated in the roundtables: ten
participants from non-profit development organiaas; eight participants from funding
agencies; five participants who were housing exparimembers of housing intermediary
organizations; and two participants representifgy-@rofit developer.

During the session, participants joined in rounidtaiscussions in the following thematic areas:
(1) developing a consortium of affordable housitaksholders in Appalachian Ohio; (2)
enacting regulatory and process changes; (3) asldgeinding shortages; and (4) building
capacity of non-profit developers and local goveenis. These four areas were selected by the
Voinovich School in conjunction with OCDCA, withdlgoal of representing the categories of
strategies that were most often suggested by paatits during prior phases of the research.
Three rounds of roundtable discussions allowedgyaaints to provide feedback on their three
preferred themes.

Consortium

Participants in the consortium roundtables wereas& prioritize the possible roles that could
be played by a consortium of Appalachian Ohio affdse housing stakeholders. To illustrate
the types of activities a consortium could undestdé&cilitators provided participants with
information about FAHE (see Appendix F for the FAE#Se study). Participants in the
roundtable were also asked to discuss who the mmnobéhis type of consortium should be,
and who should lead the consortium. After thisytivere asked to identify the resources that
would be needed to get a consortium started.

Regulatory/Process Change

Participants in the regulatory/process change ralohels discussed a variety of changes that
were proposed during the interviews, focus grouqassairveys. These potential changes
included: developing a formal pre-application psxéor tax-credit projects; packaging multi-
site developments; increasing support for seweneatdr projects in rural areas; modifying
environmental and accessibility requirements; iasirey emphasis on rehabilitation; and shifting
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to need-based allocation of development fundingidd@ants were asked to select the top three
changes that would most impact affordable housaogss in Appalachian Ohio. Once these
were identified, facilitators asked participantsdentify the specific changes that would need to
be made, whose authority would be needed to makehtinges and whether other efforts (such
as outreach and publicity) would be needed to nilake&hanges successful.

Funding

For the discussions about funding, participantsevesiked to identify the types of funding that
were most necessary for the continued developnfepiality affordable housing development.
Once these funding types were identified, participaliscussed where the funding could
currently be obtained, where else the funding migghbbtained and creative ways to reduce the
costs of the activities for which the funding iseded.

Capacity Building

Participants in the capacity building roundtablesdssed capacity building for non-profit
developers and for local governments. Participfirgisprioritized the types of capacity on which
capacity building efforts should focus. The roumdiefacilitator presented the groups with lists
of capacity areas for non-profit developers an@llgovernments. The lists were based on
findings from the survey, focus groups and intasgeRoundtable participants selected three
capacity areas for each group, and then were askaglvelop strategies for carrying out capacity
building in the targeted areas. Participants wése asked to address the critique made by some
research participants that funds should not betspenapacity building for struggling non-profit
developers when there are other developers whaldegto develop housing but need more
development funding.

Final prioritization
At the end of the preconference session, partitgpasied on the strategies they thought would
have the most impact on quality affordable housiegelopment in Appalachian Ohio.
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BARRIERS AND STRATEGIES

This section of the report provides an overviewhef barriers to quality affordable housing
development in Appalachian Ohio as described bgareh participants, as well as the strategies
that research participants proposed to address tasers. This section is not intended to
express the views of the Voinovich School or OCDG#t, instead to convey the information
provided by housing stakeholders during the rebeairacess.

Securing development funds

Research for the Appalachian Housing Initiativeusoed during a period in which funding for
affordable housing was being cut dramatically, #msl development was reflected strongly in
the information provided by research participaRticipants repeatedly referenced the lack of
adequate resources to meet the affordable housiedsrof the Appalachian Ohio region. Among
the reduced or eliminated funding sources spediicaentioned by participants were: the
Community Development Block Grant program, the Camity Housing Improvement

Program; the HOME program, the Neighborhood Stadtilon Program; local government
funding; USDA Rural Development direct program fungd(especially funding for multi-family
development and infrastructure development); OHBRHO operating grants; and HUD’s Rural
Housing and Economic Development program.

Participants identified two main ways in which #ygpalachian region may be
disproportionately impacted by the funding redutsithat are affecting the whole state. First,
some patrticipants noted that Appalachia’s relate& of political influence limits the ability of
local housing advocates to generate additionauress
or protect existing funding, particularly duringies of
economic contraction. Second, many participantsexc
that development projects in Appalachian Ohio are
generally less competitive for a variety of reasanany
of which are addressed in more detail in otheripost of
this report. Participants noted that non-profitelepers
in the region are typically not well capitalizedhieh -Housing Funder

“There is still a huge gap between
what we have for funding and what
the actual demand is. So it's band-
aiding it to an extent because there
is such a huge need and funds are
So scarce.”
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makes meeting match requirements more difficuleyralso noted that developers within the
region frequently propose smaller projects or fomusingle-family development, both of which
they perceive to be less competitive. Responddsdispminted out that large areas of
Appalachian Ohio do not have local zoning codesclvhan cause developers to lose points on
development applications. Finally, several partais noted that investors tend to be less
interested in projects within this region, in paecause of perceptions about Appalachian culture
but also because of the lower median rents anctdsed relevance of Community Reinvestment
Act (CRA) credits in this region.

In the Non-Profit Developers Survey, 55 percentspondents marked “always” or
“frequently” as their response to whether secudagelopment funds was a barrier to multi-
family property development, while 63 percent sedld¢hese categories in relation to securing
development funds for single family property deypaient. None of the other barriers listed on
the Non-Profit Developers Survey achieved a lapgecentage of “always” or “frequently”
responses.

Strategies

When asked how this barrier could be overcomejqpaaints suggested the following:

» Engage in capacity building to ensure non-profitedepers have the financial expertise
necessary to layer enough subsidies to make develapossible.

» Establish or increase an Appalachian or rural sieteain the Qualified Allocation Plan
and/or in other funding processes.

» Create a consortium of Appalachian affordable haystakeholders, with one of the
functions of this consortium potentially being adaoy.

» Package developments from multiple sites withimgle funding proposal to enhance
competiveness by increasing the total number gigged units (recognizing that this
could make the management of properties more diffand/or expensive).
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PSE&G Residential Multifamily Housing Program (New Jersey)

Affordable housing developers in New Jersey hawnlable to supplement scarce funding
for repairs and rehabilitation through a prograiered by Public Service Electric & Gas
(PSE&G). New Jersey’s largest gas and electriatytiPSE&G, created the Residential
Multifamily Housing Program to encourage affordableusing development owners to
invest in energy efficiency improvements. For diiedi applicants, the program provides a
free energy audit, makes upgrade recommendatioms$, pays all upfront costs far
engineering, equipment and installation. Projectsy imclude everything from HVAC
system upgrades to new programmable thermostatshagidefficiency lighting and

refrigeration units. In addition, participation entives result in the average owner being

responsible for only 30-35 percent of the totalt@ishe project, which is repaid on their
monthly PSE&G bill, interest-free, over five to tgaars. Ideally, the owner’s share of the
costs will be significantly offset by the cost-says resulting from lower energy
consumption and initial feedback suggests thatithitee case. The program is supported

through ratepayer funds charged on PSE&G custotiliy bills.

For more information about this program, see Apperid
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Funding predevelopment costs

Identifying a site, securing a site, obtaining lamaprovals, completing environmental reviews,
paying application fees and other predevelopmemtites were identified as significant
obstacles to increasing the availability of quadiffordable housing development in Appalachian
Ohio. According to one funder, “There just reallyniot much available out there to help cover
predevelopment costs, so the developers really teeled pretty financially strong in order to be
able to cover these costs.” As noted already, many
“The predevelopment costs are participants observed that non-profit developetbiwi
astronomical. If you get awarde |, Appalachian Ohio are frequently not well capitatize
it's fantastic...If you don't...you Especially for non-profit developers in the regiamo
can get sunk really easily.” may go a year or two between projects, predevelopme
costs tend to be incurred when there is littl@ny,

-Non-Profit Housing Developer development revenue coming into the organization.

Strategies

* Modify the application process for tax creditsnolude a guidance process, or an
opportunity to pitch a concept to funders to gatinger interest. This would allow
organizations with limited resources to use feeklla@ssess the project’s potential and
make more informed decisions about continued imvest in its predevelopment.
Several participants noted that current practioetevelopment and funding are not
meeting the affordable housing needs in AppalacBiaio, but that many developers are
not willing to risk proposing an unusual projecatimight better meet the area’s needs
without some assurance that it will be competitive.

» Create a consortium of Appalachian Ohio afforddlgesing stakeholders, with one of
the functions of this consortium potentially betogadminister a revolving loan fund that
would help with predevelopment costs.

» Package developments across multiple sites in todeduce application and other fees.
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Finding a suitable building site

According to research participants, building sitest are acceptable to funders and investors can
be hard to find and are often prohibitively expgasioOn the Non-Profit Developers Survey, 45
percent of respondents indicated that finding &ble building | «| think you could get

site was “always” or “frequently” a barrier whenvetoping development going on, but
single-family and multi-family properties. One bktissues nobody can afford to put
making it difficult to locate and obtain a suitabigilding site is | e gas lines, water lines

slope. Much of the terrain in the Appalachian Gtvonties is | 514 sewer lines in for 21

hilly, and many participants mentioned difficulipding sites miles. It's just cost-

that meet OHFA accessibility requirements. The fiaat many | ohibitive to do that.”

areas of southeastern Ohio are vulnerable to fl@pdiakes
finding a suitable building site even more chalieng -Non-Profit Developer

The most frequently reported problem related tdifig and obtaining a suitable building site,
however, was the inadequate extension of utilthesughout the region, especially sewer and
water. Several phenomena combine to make watesemdr a large obstacle to development in
the region: intense poverty in the area meangtieaé is not a sufficient tax base to support
infrastructure bonds; a lack of capacity among stwoal governments makes more
sophisticated financing vehicles, such as Tax mer Financing, difficult options to pursue
even if there is sufficient wealth in the areaeasive infrastructure development would be
needed throughout areas with little or no poputatae to the highly dispersed population and
extensive national forests; funding for utility @ééepment has been decreased in recent years and
often is allocated based on population. There wasiderable consensus among research
participants that the utility issue is an espegiaéivere problem for the Appalachian region.

Strategies

* Explore the possibility of expanding Ohio’s infrastture bank to include offering loans
and credit assistance for utility expansion in &ddito its current focus on transportation
projects.

» Establish a consortium of Appalachian Ohio affotddinusing stakeholders, with one of
the functions of this consortium potentially betogncrease cooperation among
communities and facilitate longer-term strategemnpling for coordinated infrastructure,
housing, and business development.

Appalachian Housing Initiative
Prepared by the Voinovich School of Leadership Rnblic Affairs 23



* Acquire a portion of the severance tax on oil aatliral gas development and invest t
funds in infrastructure expansion, particularly seand water.

» Focus on rehabilitation of blighted areas instefagesv construction to encourage
redevelopment of sites with existing utility contiens. This could include encouragin
Habitat for Humanity Affiliates to work on rehaltdtion projects that help residents
maintain the homes they have, thereby reducingélee for additional housing.

* Work with state and local agencies to develop a@rgirocess for one or more of the
standards that limit the feasibility of building amailable rural sites. Alternately,

he

g

developers could work on developing more cost-éffecstrategies for addressing some
of these standards. For example, participants stggestablishing a waiver process for

local zoning requirements that determine the maxinmumber of units allowed per
septic system. Participants also suggested a wkivéne 60,000-person population

requirement for land banks, or the approval of radunty land banks. Participants also

identified a need to develop ways to more costetiffely address OHFA accessibility
requirements and Green Communities standards.

* Some participants noted that the time restrictmmspending the Attorney Generals’
National Mortgage Settlement have led to a focudemolition without site acquisition

Baptist Valley East Sewer Project (Tazewell, Virgira)

Located in Appalachian Virginia, the Tazewell CquRublic Service Authority zealously seeks

funding for water and sewer projects and, oveptst 20 years, has been awarded over $50
million in grants and $35 million in low-interestdns. One example of funded activity is the
Baptist Valley East Sewer Project. In this aredatewell, nearly 500 families relied on privat
septic systems that did not function effectively da local soil conditions and were

contaminating the Clinch Valley watershed. The RuBkrvice Authority developed planning

documents, wrote grant applications and organizegtias of community meetings to build local

support. Financing for the $10.1 million projeceatually combined money from six funding
sources, including grants and loans originatindp@tocal, state and federal levels from sourc
such as the Virginia Department of Environmentaaly—Clean Water Revolving Loan Fund,
the Department of Environmental Quality, the SouiHeivers Watershed Enhancement

Program, and the Tazewell County Board of Supersiso

For more information about the Tazewell County RuBlervice Authority and the Baptist Vall¢
East Sewer Project, see Appendix F.

Y

Appalachian Housing Initiative

Prepared by the Voinovich School of Leadership Rnblic Affairs 24



and rehabilitation. Participants suggested thatingegite acquisition a part of this
process would allow developers to acquire siteslthae acceptable slopes and utilities.
They also pointed out that the absence of land$ani the lack of widely available
capacity to handle new sites make it difficult seuhe settlement funds.

Capacity of non-profit developers

Many participants indicated that non-profit develiap
in Appalachian Ohio could benefit from capacity
building, particularly related to financial expesdi
administrative capacity and the ability to negetiat
equitable development agreements with for-profit

developers.

Participants frequently suggested that non-profit
developers should adopt more for-profit business
practices that would enable them to generate adeq
revenue to remain viable between projects. Anothe
frequent comment was that non-profit developers w
want to develop affordable housing should be

“[Developers] have to be
constantly fed in order to have a
development team, in order to have
people that work on finding and
doing the next round of deals. So, if
you are a small development group
in Appalachian Ohio, and you'’re
doing a deal once every four years,
where are you going to get the
capacity? Who is going to be
working on it?”

-Housing Intermediary

exclusively focused on housing: “If you have a dma,
non-profit...that does a whole lot of other things:s-itot primarily focused on housing—

they’re not going to have the wherewithal to st&p ia project and take on risk and do the credit

delivery guarantees, the completion guarantees.”

“The capacity that you do have
gets spread really thin. So the sa
non-profit that is delivering a tax
credit unit is also trying to do
intake on foreclosure prevention
and dealing with people on pre-
purchasing counseling and servir
on the continuum of care stuff...s
a lot is expected and they do
everything.”

-Housing Intermediary

Participants also described a frustrating cycheich
enon-profits develop the capacity of their organat
only to have newly trained staff hired away. Thosilcl
be because non-profits cannot offer salaries tieat a
competitive with those of for-profits and/or becaws a
general “brain drain” from the Appalachian regi@ome
non-profit developers expressed hesitancy aboldibgi
capacity among staff members who may leave their
organization, or whom they may not be able to kaep
staff during the gaps between projects or grantised
noted that where there is capacity, the membetiseof
organization tend to be overextended.
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Because research for the AHI drew on a wide vanétyousing stakeholders, researchers also
heard from a small subset of participants (inclgdor-profit and non-profit developers) who
argued that CHDOs and other non-profits are notthmeect organizations to be tasked with
development in the region. Instead, this subsetdicipants argued that funding allocations
should favor for-profit developers and a small nemtsf high-capacity non-profit organizations
because these entities have shown themselves eagfabbst efficiently and effectively
addressing the region’s affordable housing needso#ling to participants making this
argument, the community would be better servedHDOs and other non-profits utilized their
specialized skills to focus on providing residegveces such as credit counseling, homebuyer
education, case management, etc.

Strategies

* Improve the structure of partnerships between fof{pand non-profit developers to
ensure that for-profits contribute to the capabityiding of non-profits by providing
training, mentoring and/or a mandated minimum dgwed’s fee. It should be noted that
many participants made this suggestion based oasthiemption that partnerships
between for- and non-profits would continue to lrequired part of many development
projects. Several participants also expressed taiogr about whether for-profits would
be willing to mentor or train non-profit developers

» Establish a consortium of Appalachian Ohio affotddimusing stakeholders, with one of
the functions of this consortium potentially betoglevelop capacity and/or facilitate
resource sharing.

o One way to facilitate resource sharing would belémtify areas of expertise for
each non-profit (although it should be noted tloahe non-profit developers
suggested this strategy might result in the snaalte of highly capable non-profit
staff members being spread even more thinly adanger service areas).

o0 Another way a consortium could encourage resouradrsgg would be facilitating
specific development partnerships among non-prtfas would allow
organizations to divide application tasks and otkheource burdens. One example
mentioned was the development of affordable housingersons with mental
health needs, in collaboration with other orgamizret that serve this population,
such as Alcohol, Drug Addiction and Mental Healdnfces Boards and
Developmental Disabilities Boards. These partngsshiso allow for the
leveraging of additional resources if participatorganizations are eligible for
different types of funding sources.
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» Establish mentoring relationships between highlyegienced non-profit developers and
newer or struggling non-profit developers.

Federation of Appalachian Housing Enterprises (FAHE Berea Performance
Compacts

FAHE is a nonprofit membership organization focusadffordable housing
issues and historically serving the Appalachianoregjof Kentucky, Tennessee,
Virginia, and West Virginia. In an effort to impre service quality and utilize
economies of scale to increase impact, the groigbkshed the Berea
Performance Compacts in 2006. The idea was to@wpmaspects of the complex
affordable housing environment, with individual nisms focusing on developing
expertise in their strongest area and providing $piecialized service to other
members for a below-market-rate fee. Active congaatrently focus on Loan
Servicing, Multifamily Development, and Energy Efént Building. Although
FAHE'’s new focus on performance measures and eamgeche was not embraced
by all members, it is difficult to argue with thesults. In 2011, FAHE members
served 7,400 families, more than a 300 percenéas® in just Six years.

For more information about the Berea Performancenpacts and other strategie
utilized by FAHE members to increase capacity Aggendix F.

wn

Capacity of local governments

Developers and funders who work statewide tendéugtaight the important role of
local governments in affordable housing developmr
According to many of these research participants,
local government capacity in Appalachia is not
consistent and can be a significant obstacle to the
development of affordable housing. According to ¢
developer: “[In] a lot of these communities...the -Housing Funder

| think the biggest detriment is not all
communities can afford to have a
professional staff that can focus their
energies on housing infrastructure.
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sophistication of the finance and all is just othezir heads. Not everywhere, but in a lot of these
places they just don’t really understand what wedn@em to do” in order for development to
take place in their community. Some research ppaints observed that many communities do
not have the funds to hire development plannerd@ibdild up a staff that can address long-
term development issues: “They just don’t haverivenue to have community development
offices routinely throughout the region.”

Strategies

« Establish more collaborative relationships amomgllgovernments to facilitate shared
capacity. This could be enforced through fundirgureements or facilitated by a
consortium of affordable housing stakeholders ip@pchian Ohio.

* Develop state-supported hiring of regional expetts could provide advice and
assistance to multiple organizations and communégeneeded. This support could
include assisting local governments and non-pdaitelopers with finding appropriate
sites, assembling deals and/or negotiating eqeitaditnerships with for-profit
developers. It should be noted that some partitgpaumestioned whether these
individuals would be trusted by local governmentsmanizations.

Poverty of region

There was a good deal of consensus that the degptpthat characterizes much of
Appalachian Ohio means that development projectisdrarea must be extremely well-
subsidized by state and federal funding sourcesaiBse of very
“Projects in the low area median income levels, the rents that easelsured for
Appalachian counties ha\ | affordable housing units in Appalachian Ohio aresiderably

a 15% lower median rent | lower than those in other areas of the state.Pogect Funding

at any given income Analysisprepared by Bob Snow & Associates for the Appatach
restriction.” Housing Initiative compares median rents for Apphaian
markets, rural non-Appalachian markets and urbarketsand
concludes that tax credit “projects in the Appalantcounties
have a 15% lower median rent at any given incorsgicgion.”
Lower median rents mean that developers cannog earmuch
debt on a project, which increases the need foeldpment
subsidies (and as noted earlier in this documeatynparticipants argued that state and federal

-AHI Project Funding
Analysisprepared by Bob
Snow & Associates
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development funding is increasingly hard to obtaisufficient quantities). In the very poor
areas throughout Appalachian Ohio, local fundingdievelopment projects is also severely
limited or nonexistent. One developer noted thae“¥dn't rely on local communities having
any funding for the project.”

Another developer described the process neededke m
project work: “We layer more subsidies. Tax cretigdp. 515
funding controls what rent we can charge, but tineye the
lowest rents in the state. In the process of thgpt, if we find
our expenses are too great, we go to Rural Devedopand
have them approve our rent increase (which wefyusith our -Non-Profit Developer
expenses). We also go after Rental Assistancetigth
project...We also contact the local housing authpkiyD, CAA’s etc., to connect people with
rental assistance.” Because the rents that caaduees] for Appalachian projects are so low, a
continual theme in the focus groups, interviews laodsing conference roundtables was the
crucial role that rental assistance, particularbjgct-based Section 8 vouchers, plays in
convincing developers to undertake a project aratergenerally, in making a project viable.

“We generally don’t build
anything unless we can get
at least a 15 or 20 year
Section 8 renewal.”

Strategies

» Develop state-level tax credits or additional stateling targeted to rural communities in
order to further subsidize projects in the regiod eeduce the debt financing required by
developers.

» Build the capacity of non-profit developers to lagéditional subsidies and carry less
debt on a project. This capacity building couldet@kace through mentoring relationships
between non-profits and/or could be facilitatedalgonsortium of Appalachian Ohio
affordable housing stakeholders.

* Reorient the way that funders approach affordablesimg development in extremely
poor areas, focusing first on determining the lmcet in highest need for additional
housing and then determining the level of subsilyessary to make projects in those
locations work.
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Hydraulic fracturing

Many participants noted that the developing hydcauhcturing industry in Ohio will have
significant impacts on the availability of affordalihousing. According to one participant,
“There are those developers that are going to lhaldes for sale because they're going to see

“Lots of people are renting roornr
of their houses or renting house
and it has driven up the market.
has doubled and tripled the
prices.”

-Non-Profit Housing Developer

Strategy

people with incomes sufficient to get into the home
whether or not it holds 15-20 years from now...The
guestion is who will be left holding the bag? The
developer won’t.” Participants also predicted that
property owners will be more likely to convert thei
units to market rate as soon as it is allowabler&hvas
also concern that renters using Section 8 vouahess
have increasing difficulty finding landlords whcear
willing to accept vouchers.

* No specific strategies were recommended, aside @rging a portion of revenue from
resource extraction to address housing issuesugththis strategy was suggested more
often as a response to utility access issues.
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$25,000 towards the purchase of a home.

Idaho Housing and Finance Association (IHFA) Home &tnership Foundation

The Idaho Housing and Finance Association (IHFA)alieped its Home Partnership
Foundation in part to help meet housing needs iaraa with limited affordable
housing. Founded in 2005, IHFA’s Home Partnershaprfelation is the first independent
nonprofit foundation in the country dedicated esolely to housing issues. As one
example of its work, the Foundation developed sttto support housing access for
critical service workers in Moscow, a resort comrtyuwith limited affordable housing
options. Local businesses involved in constructigGreen Acre subdivision made tax-
deductible donations to the trust, and these fuvete then used to provide subsidies for
moderate-income families interested in purchasiyeen Acre home. The subsidy
pays the difference between what the family caordfand the market value of the
house. These subsidies are repaid with interesridly when the buyer sells the house,
at which point the funds go back into the trussubsidize future home purchases.

Through this program, over twenty families haveereed an average subsidy of

For information about other Home Partnership Foutda projects, see Appendix F.

Existing housing stock

According to participants, a good deal of the exgst
housing stock in Appalachian Ohio is substandard.
Public Housing Authorities indicated that they lack
funds for the maintenance of public housing, andeso
noted that other existing affordable housing iseofh a
state of severe disrepair. Substandard housing may
decrease demand for quality affordable housing,
especially when the affordable housing is congeegal
housing. Potential residents may prefer the sullarain

“We run into issues a lot of times
in the Appalachian region, about
whether there is housing stock
that’s available, just because a lot
of the stock is aged or not in good
condition.”

-Housing Funder

housing that is less expensive and/or a preferoegding product.
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Strategy

» Participants frequently suggested that develogerald focus on rehabilitation instead of

new construction.

Habitat for Humanity/7 Rivers Maine — Weatherization and Repair

In 2008 and 2009, Habitat for Humanity/7 Rivers Ma{HFH/7RM) established home repalir
and weatherization programs for existing low-incdmeneowners. Similar to new home
builds, families must meet income requirementsyipl®sweat equity and agree to pay back a
no-interest loan to cover material costs. Howetlezse programs focus on work that can be
completed in two weeks for $5,000 or less. WhileHARM previously averaged about three
new home builds every two years, these new progediow them to help 80 or more families
annually. As Project Coordinator Josh Reynolds suimg, “New home builds will always be
an important part of Habitat, but the proof is ur cesults — we are able to get more families
in homes that are safe, comfortable, affordablesarstiainable through weatherization, repair
and rehabs.”

For more information about HFH/7RM weatherizatiomdarepair programs, see Appendix F.

Prospective renter and buyer credit history

Participants noted that problems with credit higtane increasing | “Just about the time we

and some reported that their funding for creditedmtion has
been decreased or eliminated. According to onepnofit
developer, “We may go through 15 applications and éne
client that would qualify.”

Strategy

» Establish a consortium of Appalachian Ohio affotdab
housing stakeholders with one of the functionshaf t

reached our potential, we were
getting people’s credit repaired
and had new people coming
in...we lost our coordinator
funding and when that
happened, that just blew the
whole project apart.”

-Non-Profit Developer

consortium potentially being to facilitate resoust@ring among non-profit developers,
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with a small number of non-profits offering cred@dunseling and remediation services to
clientele throughout the region. In exchange, tiweronon-profits could provide different
specialty services to consortium members.

Population density

Many participants noted that the demographics of “It's very difficult to generate the
Appalachian Ohio are not favorable for development. right key demographics in the
Populations tend to be dispersed, which makes #fauitily | highest numbers on a market study
housing development a challenge. According to anesimg | to justify the dollars necessary to
intermediary, “The metrics don’t look good and yend up | do a project, whether it's tax

with these huge market areas [but] you can’t dageh credits, CDBG or anything.”

number of units because the market can’t suppor¥au

don’t have the economy of scale and it makes iéraio -Housing Intermediary

make a deal financially viable.”

Strategy

« Packaging of developments was the primary straseggested to accommodate this

feature of Appalachian Ohio.

Appalachian culture

Some participants (primarily funders and intermads argued that features of Appalachian

“Most housing strategies have involve
clustering people in some kind of
congregate housing. It is difficult for
some people to adapt when they are
to having more space around them in
rural environment. It's hard to adapt tc
clustering.”

-Housing Intermediary

culture can make development challenging.
According to these arguments, a strong cultural
preference for single-family homes causes

s Jesistance to the more efficient and cost effective
development of multi-family structures.
According to one intermediary, “Folks that grew
up in Appalachia don’t necessarily want to live in
a multi-family project...I think a lot of folks
would prefer a single-family home, even if it's a
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little more dilapidated than a smaller multi-familyth a big parking lot.” Some participants also
ascribed an increased emphasis on self-reliandetdppalachian population, which they
argued could contribute to resistance to outsidestice. A lack of zoning in the area, which
can perpetuate the problem of substandard housth¢eas competitive funding applications,
was also attributed to an Appalachian ethos ofpeddence and non-interference.

Strategy

* No specific strategies were suggested to addresslistacle.

Insufficient development in high-need areas

Many participants argued that the current fedandlstate systems of affordable housing funding
do not serve the most needy. One housing intermedizserved, “We can have organizations
going into a community to build housing for peoplaeed, but they end up building housing for
people who are in need, but not this much need. And
they will...declare victory, but they really didnadkle
-Non-Profit Developer the tough parts...I'm not saying you only have tosser
the poorest or anything like that, but I'm sayietd not
be dishonest with ourselves about what we say aergoing to do and what we end up doing.”
Many participants argued for a shift to need-bdsading in areas with extreme need, so that
housing can be developed in areas where it isivany to put together profitable development
deals.

“It's about the deal, not the neec

Strategies

» Funders and developers could seek additional iinpot MHAS to identify areas most in
need of quality affordable housing. MHAs argued thair knowledge of the geographic
distribution of vouchers is not being utilized lypse who are determining the location of
new developments.

» Other participants argued for a more fundamentiéll ishfunding philosophies, whereby
funding is allocated in the amounts needed to nilaéenost critical developments work.
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For example, one non-profit developer suggestadgtihe basis boost to the unique

underwriting of each project.

Regional policy priorities and federal regulations

At times, participants suggested changes the
would need to be made at the regional or
national level. Specifically, participants
suggested changes to the Community
Reinvestment Act (CRA) and Environmental
Protection Agency (EPA) regulations, as wel
as a shift in policy focus for the Appalachian
Regional Commission.

Strategies

» Alter CRA regulations so the

“The money that we're investing is not our
own; it is investor dollars. They have CRA
targets and if they don’t have retail branches
in a very small market, they don’t have huge
interest in investments in some of those more
rural counties. It's a challenge for us to try to
meet our mission of serving Ohio’s affordable
housing needs and touching all the counties as
we are trying to do—recognizing a big hunk of
our investors don’t have a huge interest in us
going there necessarily.”

-Housing Intermediary

Appalachian Ohio region becomes more attractivestecredit investors.
* Increase the Appalachian Regional Commission’sf@ruhousing and infrastructure

issues.

* Relax EPA restrictions on private sewer installagio
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RECOMMENDATIONS

Most participants in the Appalachian Housing Initia stressed that, like the rest of the State of
Ohio, the Appalachian region does not have sufiiciesources with which to meet the real and
pressing need for quality affordable housing. Faldstate and local resources for affordable
housing development have shrunk significantly oerg years for those who are trying to
develop affordable housing just about anywhereéhénAppalachian region of Ohio, the problem
of this contracting resource base has been comeoluy several factors:

- The higher than average unemployment rates inreeraduce the population’s ability to
pay rents that are not heavily subsidized.

* The high poverty rates and low median incomeseavrégion make income-restricted
rents too low for non-profit developers who striegtyl carry hard debt.

* The aging and substandard nature of much of theihgstock in Appalachian Ohio
means that there is a strong need for more fundfabilitation and new constructifn.

* The relatively low-level of political influence ttie region can make it harder for the
region to make its needs known to policymakersfanders in other areas of the state.

For these and other reasons, participants in tlty stequently called for an increase in funding
for the development of quality affordable housingAppalachian Ohio. Specifically, participants
reported that development funding and rental asstst are much needed, so that developers can
take on projects with lower debt burdens. When ésWeere the funding might come from,
participants offered a variety of suggestions,udaig accessing the Ohio Housing Trust Fund,
HOME Program funds and returning American Recowry Reinvestment Act funds. Some
suggested an Appalachian set-aside; others sudggasteased points in the Qualified

Allocation Process for Appalachian or rural cousitiglany participants also indicated that
current state and federal funding practices desante high-need areas well. Many suggested
that there should be a reevaluation of the waytbgcts in high-need areas are funded, and

® The market study prepared by VSl indicates that: 26 of the 32 Appalachian counties have higher unemployment
rates than the state average; 27 of the 32 Appalachian counties have a higher percentage of the population living
in poverty than the state average; and 27 of the 32 counties have a higher percentage of substandard housing than
the state average. See footnote 1.
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perhaps a shift to need-based funding in areasfesiures that make it extremely hard to put
together viable development deals.

All participants were mindful that resources arenatarce, and for this reason the following list
of recommendations does not include a specificfoalhcreased funding to the region. It is also
the case that other structural and procedural sssuest be addressed in order for affordable
housing development in Appalachian Ohio to be sustde, regardless of funding levels, and
the following recommendations are designed to a$dmeany of these issues. Nonetheless, the
factors previously mentioned (including the higleoployment, high poverty rates, and
deteriorating housing stock) indicate a clear am$ging need for more funds for development,
operating assistance, and rental assistance foegjen.

The following list of recommendations is designegtesent a mix of strategies that will address
some of the larger structural problems impedingetiment (such as the inadequate extension
of utilities and low population density) while &tsame time providing suggestions for some
more near-term procedural changes that could hegncourage more quality affordable
housing development in the region.

1. Formalize an optional pre-application guidance process for Low-Income
Housing Tax Credit applicants.

This recommendation addresses three main pointgjbtaip by research participants: (1)
predevelopment costs can be very burdensome aswthgose risks to developers; (2) many
non-profit developers in the region might benefinh capacity building; and (3) the current
methods being used to produce quality affordablesimy in Appalachian Ohio are not fully
meeting the area’s need, so more creative soluitmaeeded. Because applicants perceive less
traditional development proposals to be risky, esdy given predevelopment costs, many
participants said they would appreciate receivorgifal feedback on project concepts so as not
to commit too many resources to a project thatlittsslikelihood of being funded.

While some research participants reported that #ve@ady have a relationship with OHFA or
other funders that would allow them to ask for fesck on projects under development, other
participants (both large-scale and small-scale ldpees) indicated that formalizing the optional
practice of a low-stakes consultation with fundeosild be helpful.
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2. Identify a model for packaging developments across multiple sites and
establish funding procedures for this type of development.

One of the main barriers to development that thiegesgy would address is the low population
density in the region. Packaging deals across @ieliding across counties) would increase the
total number of proposed units for a developmehictvcould increase its competitiveness for
funding and could help developers approximate segeonomies of scale. Packaging
development across sites might also reduce capghcation fees, which could help with
predevelopment costs. Those who suggested thtsegyrpointed out that there is not yet a clear
model for how this could be done and that, if nate carefully, packaging developments might
create management difficulties down the road. Nugless, there is at least one LIHTC
development that crosses county lines (a 72-unitahsingle-family lease purchase homes and
multi-family rental homes in Morrow and Ashland @bies) and research participants were
enthusiastic about the need to identify the prooesithrough which such packaging could
happen more frequently.

If such procedures are established, the next stepdvbe to publicize the option of packaging
developments across sites and to engage in cajmagithng so that non-profit developers could
learn how to take advantage of the opportunityubtpgether developments with larger numbers
of units across multiple sites.

3. Acquire a portion of revenue from the severance tax on oil and natural
gas production in Ohio. Invest the funds in activities that support quality
affordable housing development in the region.

Many research participants suggested that, becalused natural gas production impacts
communities throughout the region, a portion ofgheerance tax on this production could be
used to support quality affordable housing develepnm impacted counties. One of the ways
quality affordable housing development could bepsuged is through the expansion of much-
needed water and sewer lines throughout the reBianticipants were clear that a lack of utilities
is a significant barrier to the development of edble housing in Appalachian Ohio. Expanding
utilities is a time-consuming, complicated and pibdtvely costly process that requires the
cooperation of many parties who might not haveisiefiit capacity to engage in the process.
Participants also noted that funds for utility exgian were very scarce. For this reason,
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acquiring a portion of the severance tax on oil aatliral gas production seemed a promising
way to fund necessary structural changes.

To implement this strategy, it seems necessaryitd k large coalition in support of using a
portion of the severance tax for these purposesh &wcoalition might include the Appalachian
delegation of state legislators, developers whdwmothe area, COAD, COHHIO, OCDCA and
economic development organizations in the regiomidgiht prove useful to look at the way
Pennsylvania used a portion of extraction feesitmate the impact on affected communities. It
might also be helpful to undertake an economic rhpaalysis of using a portion of the
severance tax for infrastructure development assggbto alternative uses for that portion of the
severance tax proceeds.

4. Funders with discretion over their funds could consider capacity building
for non-profit developers in Appalachian Ohio, especially in the areas of
business practices, negotiating equitable agreements with for-profit
developers and grant writing.

Research participants repeatedly identified ingigsi capacity on the part of non-profit
developers as a barrier to the development of tyuafiordable housing. Various options for
capacity building were suggested, including: establg mentoring partnerships between more
experienced non-profits and newer or struggling-pafits; establishing the state-supported
hiring of regional experts who would be availaldenbn-profit developers throughout the region
and who could fill in capacity where needed (eagatiating development deals with for-profit
developers or conducting environmental reviews(l; groviding scholarships for organizations
that want to pursue training in identified areamahg the possible resources mentioned for
funding these capacity building efforts is HUD's€@PD Technical Assistance program.

The many participants who argued in favor of cayauiilding offered important caveats. They
stressed that capacity building efforts shoulddogiterm, and that organizations should develop
strategies for staff-retention that would allowrthes maintain the capacity they develop.

While there was strong support for efforts to iase the capacity of the region’s non-profit
developers, this support was not unanimous. Thdsedisagreed with this strategy suggested
that funds for capacity building could be bettegrspon development carried out by more
experienced developers.
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5. Funders with discretion over their funds could consider capacity building
for local governments especially in the areas of financing utilities
extensions and development planning.

Many research participants, especially fundersadhtiat local government would benefit from
capacity building as well. Funders and a few dgweis reported frequent difficulty working

with local governments on development projects,iadatated that a capable local government
was very necessary for attracting developers t@tea. The need for increased capacity was
especially noted in the areas of development prapninfrastructure expansion, and
collaboration with other local governments. Fundesgecially noted that much work needs to be
done to encourage local governments to collabamnateconomic, workforce and development
planning. Participants suggested that the statpestgxl regional experts (described in the
previous recommendation) would be beneficial faalagovernments as well.

6. Establish a procedure for creating a consortium of affordable housing
stakeholders in Appalachian Ohio.

One of the most frequently made and widely supplsteygestions was the development of a
consortium of Appalachian Ohio affordable housitaksholders. Participants suggested a wide
variety of functions that could be carried out bigls a consortium, including:

» Engaging in advocacy/resource protection

* Providing or coordinating capacity building for nprofit developers

» Facilitating strategic planning among local goveemts

* Providing or coordinating technical assistanceot@al governments, including technical
assistance with utility expansion

» Administering lines of credit (e.g. a revolving gexelopment loan fund)

» Facilitating resource sharing among non-profit devers (e.g. centralizing back office
functions, reducing unit cost through specializatiencouraging deal flow among
membership organizations, facilitating pre-applmabundles incorporating multiple
organizations)
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» Facilitating increased collaboration across discgd (e.g. housing, mental health, job
training, banking, economic development) to reagh funding sources and provide
more services

When asked who the membership of such a consodhould include, participants suggested
non-profit developers who operate in AppalachiamQior-profit developers who operate in
Appalachian Ohio, and any agencies in the regiom(m serve the region) for whom housing is
a component of their work. Participants suggedtatifunding for a consortium might come
from OHFA'’s Housing Investment Fund, ODSA, the Alaghian Regional Commission, the
Ohio Housing Trust Fund, the Ohio Department ofollal and Drug Addiction Services, the
Ohio Capital Corporation for Housing, and membgrgaes. It was noted that membership fees
should be scaled to the size of the organization.

When discussing who should lead the consortium{ persicipants agreed that the consortium’s
leadership should: be housed in an already-existiggnization; have a physical presence in
Columbus, or be able to establish a physical psanColumbus; and have a physical presence
in Appalachian Ohio, or be able to establish a aygresence in the region. Examples of
organization that were named by research partitsp@npossible consortium leaders include:
NeighborWorks, the Corporation for Ohio Appalachizevelopment, the Federation of
Appalachian Housing Enterprises and OCDCA.

The first step in establishing a consortium shdaddh deliberate and careful planning process
wherein potential members are convened to estathlesdesired goals, identify membership
criteria and then select the leadership of the axiusn.
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APPENDIX A: Research Participants

Research participants included a mix of non-piéielopers, for-profit developers, for-profit
property managers, funders, housing intermediameshousing experts. Housing developers
and property managers were promised that theititgemould remain confidential. The
following list provides the names of housing furgjentermediaries and experts who
participated in the research. The subsequent pablades details on the number of people who
participated in the web surveys, interviews, fogtaups, and housing roundtable.

Funding Organizations, Housing Intermediaries and Hbusing Experts Participating in the
Appalachian Housing Initiative

Coalition for Housing and Homelessness in Ohio
Corporation for Ohio Appalachian Development
Enterprise Community Partners
Federation of Appalachian Housing Enterprises
Finance Fund
Heritage Ohio
Housing Assistance Council
Neighborhood Development Services, Inc.
Ohio Capital Corporation for Housing
Ohio Development Services Agency, Governor’'s Ofti€é&ppalachia
Ohio Development Services Agency, Office of ComnBievelopment
Ohio Housing Finance Agency
US Department of Agriculture, Rural Development
US Department of Housing and Urban Development
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Number of Individuals Participating in Research, Baed on Organization Type

Web Surveys Focus Groups Interviews Roundtable
Non-Profit Developers 45 16 2 10
Experts/Intermediaries/Others 11 5 5
For-Profit Property Managers 4
Total Participants in Research Component 54 28 20 25

Note: Individuals and organizations may have pigdied in multiple research components.
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APPENDIX B: Non-Profit Developers Survey
Results

Surveys were completed by 45 non-profit organizetithat develop or manage affordable
housing in the Ohio Appalachian Region. These ohetl8 Habitat for Humanity affiliates, 14
CHDOs, 18 MHAs and 5 other organizations. Inclughethe response are organizations from all
32 Appalachian Ohio counties. Not all respondenssvered all the questions and therefore the
“Total Respondents” count varies from questiondesiion. For “Check all that apply”
guestions, the Percent of Respondents is calcutgtelviding the number of times an answer
was selected by the number of respondents who aedvaey component of the question (Total
Respondents).

What types of affordable multi-family properties does your
organization develop in Appalachian Ohio? Please etk all that

apply.
Percent of
Number Respondents
Multi-family housing for individuals or families 20 44.4%

Does not develop affordable multi-family properties

0,
in Appalachian Ohio 18 40.0%

Other type of affordable multi-family properties 9 20.0%

Multi-family Permanent Supportive Housing 5 11.1%

Total Respondents 45
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What size affordable multi-family properties does ypur
organization develop in Appalachian Ohio? Please etk all

that apply.
Percent of
Number | Respondents
Multi-family properties with 30 or more units 77.3%

Multi-family properties with 16 to 29 units

50.0%

Total Respondents

What types of affordable single-family homes doesoyr organization
develop in Appalachian Ohio? Please check all thaipply.

Appalachian Ohio

Rehabilitation of single-family homes

Does not develop affordable single-family homes in

Single family lease-purchase

16

11

Percent of
Number Respondents
New construction of single-family homes 18 42.9%

38.1%

26.2%

11.9%

Total Respondents

42

Appalachian Housing Initiative

Prepared by the Voinovich School of Leadership Rablic Affairs

45



What types of affordable rental properties does you
organization manage in Appalachian Ohio? Please cbk all that
apply.

Percent of
Number Respondents
Housing for individuals or families 25 56.8%

Does not manage affordable properties in

0,
Appalachian Ohio 16 36.4%
Permanent Supportive Housing 2 4.5%
Total Respondents 44

What size affordable rental properties does your aganization manage in

Appalachian Ohio? Please check all that apply.

Multi-family rental property(ies) with 6 to 15 units 12

Multi-family rental property(ies) with 16 to 29 units 9

Total Respondents 27

Percent of
Number Respondents
Multi-family rental property(ies) with 30 or more units 19 70.4%

44.4%

33.3%
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Please indicate how frequently your organization heencountered each as a barrier to the developmeot affordable multi-
family properties in Appalachian Ohio

Don't Number of | Average

Always Frequently Sometimes Infrequently Never Know responses* | Score**

Securing development funds 22.7% 31.8% 13.6% 13.6% 9.1% 9.1% 22 3.5

Funding predevelopment or preconstruction costs 10.5% 31.6% 15.8% 26.3% 10.5% 5.

Sufficient projected demand for units 4.8% 14.3% 23.8% 28.6% 28.6% 0.0%

Sufficient staff capacity for multi-family property 4.8% 14.3% 23.8% 28.6% 28.6% 100.0% 21 24
development

Assembling a qualified development team 4.8% 0.0% 23.8% 42.9% 23.8% 4.8%

* Includes "Don't know" responses
**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently", 3 to "Sometimes", 2 to "Infrequently" and 1 to "Never"
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Please indicate how frequently your organization heencountered each as a site-specific barrier togtdevelopment of

affordable multi-family housing in Appalachian Ohio.

Need for significant grade/terrain adjustments 4.8%

28.6%

14.3%

19.0%

14.3%

. Don't Number of Average
Always  Frequently = Sometimes Infrequently  Never Know responses* Score+*
Lack of utilities and cost to install 5.3% 31.6% 26.3% 15.8% 10.5% 10.5% 19 3.1

19.0%

Lack of road frontage/access 5.0% 0.0% 30.0% 25.0% 20.0% 20.0% 20 2.3

* Includes "Don't know" responses

**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently"”, 3 to "Sometimes", 2 to "Infrequently" and 1 to "Never"

Please indicate how frequently your organization hetencountered each as a barrier to achieving suffent occupancy

of multi-family rental properties in Appalachian Ohio.

Always Frequently Sometimes Infrequently Never Don't Number 01; Averags

know responses Score

Prospective renters' credit or rental history do not 4.8% 33.3% 38.1% 23.8% 0.0% 0.0% 21 3.2

meet requirements

Prospective renters' incomes do not meet income

0,
eligibility requirements 9.5%

Market rate units of comparable quality and rent can

0,
be found at more preferred geographic locations 0.0%

14.3%

10.0%

28.6%

40.0%

47.6%

25.0%

0.0%

20.0%

0.0%

5.0%

21

20

2.9

2.4

* Includes "Don't know" responses
**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently", 3 to "Sometimes", 2 to "Infrequently" and 1 to "Never"
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Please indicate how frequently your organization heencountered each as a barrier to the developmeot affordable
single-family homes in Appalachian Ohio.

. Don't Number of | Average
Always Frequently Sometimes Infrequently Never Know responses* | Score**

6.7% 30

Securing development funds

26.7% 36.7%

16.7%

Finding a suitable building site 10.0% 23.3% 36.7%

6.7% 6.7%

3.8

67% 133% _ 10.0%

Addressmg state or federal' regulatory requirements 6.7% 16.7% 33.3% 20.0% 16.7% 6.7% 30 28
(e.g. environmental regulations)

Add_ressmg local regulatory requirements (e.g. 6.7% 6.7% 30.0% 30.0% 20.0% 6.7% 30 25
zoning and other local ordinances)

Obtaining community support for proposed projects 3.4% 3.4% 34.5% 27.6%

27.6% 3.

* Includes "Don't know" responses
**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently", 3 to "Sometimes", 2 to "Infrequently" and 1 to "Never"
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Please indicate how frequently your organization heencountered each as a site-specific barrier togtdevelopment of
affordable single-family homes in Appalachian Ohio.

Don't Number of | Average

Always Frequently Sometimes Infrequently Never Know responses* | ‘Scorerr

Cost of site 20.7% 31.0% 17.2% 13.8% 10.3% 6.9% 29 3.4

Lack of utilities and cost to install 6.9% 31.0% 17.2% 17.2% 13.8%  13.8%

Lack of road frontage/access 6.9% 6.9% 24.1% 24.1% 24.1% 13.8% 29 2.4
* Includes "Don't know" responses
**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently", 3 to "Sometimes", 2 to "Infrequently" and 1 to "Never"

Thinking about programs designed for single-familyhome-buyers with low-to-moderate incomes in Appaldaan Ohio, how
strongly do you agree or disagree with the followig statements?

Strongly Moderately Neutral Moderately  Strongly Don't Number of | Average
Agree Agree Disagree Disagree know responses* | Score**
There are not enough applicants who meet 26.7% 33.3% 6.7% 10.0% 200%  3.3% 30 3.4
requirements

There is a lack of interest among qualified applicants 6.7% 16.7% 13.3% 30.0% 30.0% 3.3% 23 2.4

* Includes "Don't know" responses
**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently", 3 to "Sometimes", 2 to "Infrequently" and 1 to "Never"
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In your opinion, which rental housing types are mospreferred by consumers in your service area?
Please rank the following housing types from mosteasirable to least desirable. Assume these
housing types are equal in terms of cost, qualitygguare footage and location.

5: Most 4 3 2 1: Least | Number of | Average
desirable desirable | responses* | Score**
Single family home on small lot 84.6%  10.3%  0.0% 5.1% 0.0% 39 4.7

Apartment in single story building 10.3%  12.8% 23.1%  53.8% 0.0%

Apartment in multi-story building 2.6% 26% 12.8% 20.5% 61.6% 39 1.6

* Includes "Don't know" responses
**Average scores were calculated by assigning a value of 5 to "Always", 4 to "Frequently", 3 to "Sometimes", 2 to
"Infrequently” and 1 to "Never"

For which of the following tasks does your organiz#on hire
consultants? Please check all that apply.

Percent of
Respondents
Number P
We do not use consultants 19 51.4%

Design including work write up for
rehabilitation

Construction management 18.9%
Construction close out 10.8%

10 27.0%

Total Respondents 37
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Counties Covered by MHAs and State Certified CHDOs
in Ohio Appalachiain 2012

[ ] No MHA or cHDO

— 7] MHA Only
. I cHDo only
e I VHA and CHDO
8
Miles Data Source: MHAs: Ohio Community Development
Corporation Association. CHDOs: Ohio Housing Finance
30 15 0 30 Agency. Cartography by Matt Trainer, Voinovich School,

Ohio University. November, 2012,
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APPENDIX D: Funding Sources Overview

Note: To ensure accuracy of the information prodigethis report, the program descriptions are
primarily extracts from the associated agency wehgith minimal alterations. Sources are
provided at the conclusion of each program desoript

Department of Housing and Urban Development (HUD)
Section 8 Housing Choice Voucher Program (HCV)
Tenant-Based Rental Assistance (TBRA)

The Housing Choice Voucher (HCV) program is thedfadGovernment's major program for
assisting very low-income families, the elderlyddhe disabled in affording decent, safe, and
affordable housing in the private market. The HG¥dgPam is administered locally by Public
Housing Authorities (PHAS), which receive Fedetalds to administer the voucher program. A
family who is issued a housing voucher is respdedir finding a suitable housing unit of the
family's choice, the owner of which agrees to rerder the program (provided the rental unit
passes a Housing Quality Standards (HQS) inspepgdiormed by the PHA).

The PHA pays the housing subsidy directly to theewon behalf of the participating family.

The family is responsible for paying the differefmdween the gross rent of the property and the
amount subsidized by the program. The family magtgominimum of 30 percent of their
adjusted monthly income toward rent and utilitiBise amount of the subsidy is capped by the
payment standard established by the PHA, which Inedyetween 90 to 110 percent of the Fair
Market Rent (FMR) for the area. If families renitsrwith rents above the payment standard, for
instance for units located in more desirable avatdsgreater opportunity, the family pays the
difference between the gross rent and the paynandard in addition to the 30 percent of
monthly adjusted income.

The HCV program also includes several special mepmucher programs including HUD-
Veterans Affairs Supportive Housing (VASH), the Fgnunification Program (FUP) the Non-
Elderly Disabled (NED) Category 2 voucher progrard &ection 8 Rental Assistance Tenant
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Protection Vouchers for families displaced dueamdlition, expiration or conversion of public
housing or multifamily Section 8 properties.

Source
http://portal.hud.gov/hudportal/documents/huddosf@dant-based. pdf

HUD Section 202 Housing for the Elderly
Project-Based Rental Assistance and Interest Fapaal Advances

HUD provides interest-free capital advances togigynonprofit sponsors to finance the
development of supportive housing for the eldéeFlye capital advance does not have to be
repaid as long as the project serves very low-ireeetderly persons for 40 years.

Project rental assistance funds are provided tercthe difference between the HUD-approved
operating cost for the project and the tenantdritmrtion towards rent. Project rental assistance
contracts are approved initially for 3 years arelranewable based on the availability of funds.

Private nonprofit organizations can apply to depeddSection 202 project if they can, among
other requirements, submit a resolution that thiflyprovide a minimum capital investment
equal to 0.5 percent of the HUD-approved capitabade, up to a maximum of $25,000 for
national sponsors or $10,000 for other sponsonslicentities are not eligible for funding under
this program.

Eligible Customers
Occupancy in Section 202 housing is open to any lsv-income household comprised of at
least one person who is at least 62 years oldedirtie of initial occupancy.

Application

Applicants must submit an application for a capg@vance, including a Request for Fund
Reservation (HUD Form 92015-CA) and other informiatin response to the Notice of Funding
Availability (NOFA) published in the Federal Regiseach fiscal year. Applications must be
submitted to the local HUD field office with jurigtion over the area where the proposed
project will be located. Those selected for fundimgst meet basic program requirements,
including private nonprofit status, financial contimént and acceptable control of an approvable
site. Awards are usually announced in September.
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Technical Guidance

The program is authorized under the Housing Ad9&9; Section 210 of the Housing and
Community Development Act of 1974 P. L. 86-372 (1L5.C. 17019, 73 Stat. 654, 667); the
National Affordable Housing Act, P. L. 101-625 (U2S.C. 12701); the Housing and
Community Development Act of 1992 (P.L. 102-550E Rescissions Act (P.L. 104-19); and
the American Homeownership and Economic Opportuldtyof 2000 (P.L. 106-569). Program
regulations are in 24 CFR Part 891. To learn mboaiathe Section 202 program, see
Supportive Housing for the Elderly (HUD Handbook’453) and Supportive Housing for the
Elderly--Conditional Commitment--Final (HUD Handdo4571.5) which are available on the
Internet at HUDclips or from the HUD Multifamily €aringhouse at 1-800-685-8470. Also see
notice H96-102 REV 00-23 (HUD).

Source
http://portal.hud.gov/hudportal/HUD?src=/progranficas/housing/mfh/progdesc/eld202

HUD Section 811 Supportive Housing for Persons Witkabilities

Through the Section 811 Supportive Housing for ®eswith Disabilities program, HUD
provides funding to develop and subsidize rentakimg with the availability of supportive
services for very low-income adults with disabé#ti The program allows persons with
disabilities to live as independently as possiblehe community by subsidizing rental housing
opportunities which provide access to appropriafgsrtive services.

Type of Assistance
The newly reformed Section 811 program is authdripeoperate in two ways:

1. The traditional way, by providing interest-free tapadvances and operating subsidies

to nonprofit developers of affordable housing fergons with disabilities; and

2. Providing project rental assistance to state hguagencies.
The assistance to the state housing agencies cagopbed to new or existing multifamily
housing complexes funded through different soursesh as Federal Low-Income Housing Tax
Credits, Federal HOME funds, and other state, Fédand local programs.

Capital Advances

HUD has traditionally provided interest-free capédvances to nonprofit sponsors to help them
finance the development of rental housing sucmdspendent living projects, condominium
units and small group homes with the availabilitgwpportive services for persons with
disabilities. The capital advance can finance thestruction, rehabilitation, or acquisition with
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or without rehabilitation of supportive housing.eTadvance does not have to be repaid as long
as the housing remains available for very low-inegrarsons with disabilities for at least 40
years. Note: In FY 2012, no funding was appropddte traditional 811 capital advances.

Project Rental Assistance

HUD also provides project rental assistance cotgraec properties developed using Section 811
capital advances; this covers the difference batwiee HUD-approved operating cost of the
project and the amount the residents pay--usuéllye3cent of adjusted income. The initial term
of the project rental assistance contract is 3syaad can be renewed if funds are available.

Each project must have a supportive services plaa.appropriate State or local agency reviews
a potential sponsor's application to determinbefplan is well designed to meet the needs of
persons with disabilities and must certify to theng. Services may vary with the target
population but could include case management,itrigiim independent living skills and
assistance in obtaining employment. However, resgdeannot be required to accept any
supportive service as a condition of occupancy.

Nonprofit organizations with a Section 501(c)(3 &emption from the Internal Revenue
Service can apply for a capital advance to deval§ection 811 project.

A new Project Rental Assistance program was auwtbdrby the Frank Melville Supportive
Housing Investment Act of 2010, and will first meplemented through a demonstration
program in FY 2012.

Under this program, state housing agencies that batered into partnerships with state health
and human services and Medicaid agencies can &ppBection 811 Project Rental Assistance
for new or existing affordable housing developméduaigled by LIHTC, HOME, or other sources
of funds. Under the state health care/housing@gpartnership, the health care agency must
develop a policy for referrals, tenant selectiorg aervice delivery to ensure that this housing is
targeted to a population most in need of deeplyrdéfble supportive housing. This Section 811
assistance comes in the form of project rentaktsmste alone. No funds are available for
construction or rehabilitation.

Eligible grantees are state housing agencies thet éntered into partnerships with state health
and human services and Medicaid agencies can &ppBection 811 Project Rental Assistance,
who then allocate project assistance to projectddd by tax credits, HOME funds, or other
sources.
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Eligible Customers

For projects funded by capital advances and sup@dny project rental assistance contracts
(PRACS), households must be very low-income (wilrpercent of the median income for the
area) with at least one adult member with a digglfguch as a physical or developmental
disability or chronic mental illness).

For projects funded with Project Rental Assistamesidents must be extremely low-income
(within 30 percent of the median income for theamgith at least one adult member with a
disability. States may establish additional eligjorequirements for this program.

Application
Applicants must submit an application in respomsa Notice of Funding Availability (NOFA)
published in the Federal Register each year anggas Grants.gov.

Technical Guidance

This program is authorized by Section 811 of thédwal Affordable Housing Act of 1990 (P.L.
101-625) as amended by the Housing and Communipglbpment Act of 1992 (P.L. 102-550),
the Rescission Act (P.L. 104-19) the American Homrggrship and Opportunity Act of 2000
(P.L. 106-569), and the Frank Melville Supportiveuding Act of 2010(P.L. 111

374). Program regulations are2#h CFR Part 891. To learn more about the Sectidn 81
program, see Section 811 Supportive Housing fosdter with Disabilities (HUD Handbook
4571.2) and Supportive Housing for Persons wittabigies, Conditional Commitment to Final
Closing (HUD Handbook 4571.4) which are availabteiJDclips.

Source
http://portal.hud.gov/hudportal/HUD?src=/program fimes/housing/mfh/progdesc/disab811

HUD Section 8 Project-Based Rental Assistance Rrogr

The Project-Based Rental Assistance program, uttikkd enant-Based Rental Assistance
program, provides rental assistance on behalfigibé tenants residing in specific multifamily
rental developments. These households are prins@iliors, families with children, and persons
with disabilities. Project-based rental assistaagegovided through contracts between the
Department and owners of multifamily rental housithgis, if a tenant moves, the assistance
stays with the housing development. The amoun¢mfat assistance paid to the owner is the

Appalachian Housing Initiative
Prepared by the Voinovich School of Leadership Runbdlic Affairs 57



difference between what a household can affordefas paying 30 percent of household
income for rent) and the approved contract rentHerunit.

While funding is no longer available for new comménts, under the Rental Assistance
Demonstration (RAD), authorized by the Consolidated Further Continuing Appropriations
Act of 2012 (P.L. 112-55), Public Housing Authagtiand owners of rental properties assisted
under the Public Housing and Section 8 ModerateaRiétation (MR) programs have the option
to convert the assistance of their properties ngderm PBRA or Project-Based Voucher (PBV,
funded in the Tenant-Based Rental Assistance atcoontracts. The Department will begin to
implement RAD conversions in 2013. An estimated $Bilion and $23 million requested for
the Public Housing Operating Fund and Public Hay§lapital Fund, respectively, will be
transferred to the PBRA account to fund the coneersf approximately 24,000 Public Housing
units to long-term PBRA contracts.

Source
http://portal.hud.gov/hudportal/documents/huddos@idject-based-2013. pdf

Additional HUD Programs

Mortgage Insurance

HUD offers a variety of FHA mortgage insurance pergs for multifamily and single-family
properties. Additional information regarding thgsegrams can be found on the following
websites.

Multifamily Programs
http://portal.hud.gov/hudportal/HUD?src=/progranficas/housing/mfh/progdesc

* Rental Housing: Section 207

* Manufactured Home Parks: Section 207

» Cooperative Units: Section 213

* Rental Housing for Urban Renewal and Concentrateeldpment Areas: Section 220
* Rental and Cooperative Housing: Section 221(d)8)dh

» Single Room Occupancy (SRO) Projects: Section223)Y@nd (4)

» Two-Year Operating Loss Loans: Section 223(d)

* Purchase or Refinancing of Existing Multifamily Haig Projects: Section 207/223(f)
* Rental Housing for the Elderly: Section 231

* Nursing Homes, Board and Care and Assisted-LiviaglFes: Section 232/223(f)

* Supplemental Loan Insurance for Multifamily Rertalusing: Section 241(a)

* Qualified Participating Entities Risk-Sharing Praxgr. Section 542(b)
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* Qualified Participating Entities Risk-Sharing Praxgr. Section 542(b)

Single Family Programs
http://portal.hud.gov/hudportal/HUD?src=/progranfigais/housing/sfh/insured

e 203b Home Mortgage Loan

» 203h Mortgages for Disaster Victims

» 203k Rehabilitation Mortgage

» 248 Indian Reservations and Other Restricted Lands

* 255 Home Equity Conversion Mortgage (HECM)Consumers

» 255 Home Equity Conversion Mortgage (HECM)Lenders

* Adjustable Rate Mortgages

* Combo Manufactured Home & Lot

e Condominiums

» Cooperative Mortgages

 Emergency Home Loan Program

* Energy-Efficient Mortgages (EEM)

* Graduated Payment Mortgages

» Growing Equity Mortgages

* Manufactured Home Loan (Title I)

* Title | Home Improvements

* Urban Renewal

United States Department of Agriculture Rural Depahent (USDA RD)
Section 515 Direct Loans

Rural Rental Housing Loans are direct, competithartgage loans made to provide affordable
multifamily rental housing for very low-, low-, amdoderate-income families; the elderly; and
persons with disabilities. This is primarily a ditenortgage program, but its funds may also be
used to buy and improve land and to provide necg$aailities such as water and waste
disposal systems.

Loans can be made to individuals, trusts, assodistipartnerships, limited partnerships, State or
local public agencies, consumer cooperatives, aoiit pr nonprofit corporations. For-profit
borrowers must agree to operate on a limited-pbaf#tis (currently 8 percent on initial
investment). Borrowers must be unable to obtaiditedsewhere that will allow them to charge
rents affordable to low- and moderate-income tesiant

Appalachian Housing Initiative
Prepared by the Voinovich School of Leadership Runbdlic Affairs 59



Rural Development State Directors use needs @iterestablish a list of targeted communities
for which applicants may request loan funds. Adisthese communities is published yearly in
the Federal Register in the form of a Notice ofding Availability (NOFA). The applications

are then rated competitively in order to selecipieats. The National Office publishes a Notice
of Funds Availability in the Federal Register asrsafter the start of the Fiscal Year as possible.
Generally, the NOFA should be published around Ndyer 1.

Source
http://www.rurdev.usda.gov/HAD-Direct Rental Lodriml

USDA RD Section 521 Rental Assistance Subsidy

The Rural Rental Assistance (RA) program is a gtdpased program that provides an
additional subsidy for households with incomesltao to pay Section 515 subsidized (basic)
rent from their own resources. The program pay®tineer of a multi-family housing complex
the difference between the tenant's contributi@hp@rcent of adjusted income) and the monthly
rental rate. Rental assistance may be used inésasting and newly constructed Housing and
Community Facilities Programs (HCFP) Rural Rentalising (Section 515) or Farm Labor
Housing (Section 514) financed projects. Projeatstrbe established on a nonprofit or limited
profit basis.

Priority is given to Section 515 properties in wh& market study indicates the greatest
percentage of prospective tenants need rentata@ssesor if the area has the greatest housing
need within the state and is selected for fundingacordance with the weighted criteria. The
request for rental assistance is generally intdidgg the project owner. However, if the project
owner does not request it, people eligible forakassistance in a project may petition the
project owner to obtain rental assistance for them.

HCFP and the project owner execute a five-yearraohin which HCFP commits payments on
behalf of tenants in a designated number or pesgendf the units. Both HCFP and the project
owner agree to be bound by all applicable HCFPlagigms. The contract becomes effective on
the first day of the month in which it is execufedditional units may be covered if funds are
available and an additional contract is execut€dg¢ agreement may be renewed as many times
as funds are made available. State Directors naagfier unused and unneeded contracts or
portions of contracts to other projects.
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Source
http://www.rurdev.usda.gov/Rental Assistance Pnoonéml

USDA RD Section 533 Housing Preservation Grants

The Housing Preservation Grant (HPG) program pes/giants to sponsoring organizations for
the repair or rehabilitation of low- and very lomebme housing. The objective of the program is
to repair or rehabilitate individual housing, rémieoperties, or co-ops owned and/or occupied
by very low- and low-income rural persons. Examiesligible uses of the funds include:

+ Installation or repair of sanitary water and waststems

« Energy conservation measures including insulatongdows, and doors
- Repair or replacement of heating systems

« Electrical wiring

« Repair of structural supports and foundations

- Repair or replacement of roofs

+ Replacement of severely deteriorated siding orlpesc

+ Alterations to provide accessibility for disabledlividuals

« Repair of dwellings listed on the National RegisiEHistoric Places

+ Repairs to manufactured housing

+ Additions to dwellings to alleviate overcrowdingtorremove health hazards

The grants are competitive and are made availaldesias where there is a concentration of need
and a population of less than 20,000. Those adsistest own very low- or low-income housing,
either as homeowners, landlords, or members obpearative. Very low income is defined as
below 50 percent of the area median income (AMM; Income is between 50 and 80 percent of
AMI. Eligible sponsors include state agencies,sinftlocal government, Native American

tribes, and nonprofit organizations. HPG funds irembby the sponsors are combined with other
programs or funds and used as loans, grants, sidses for recipient households based on a
plan contained in the sponsor's application. Fundst be used within a two-year period.

Sources
http://www.rurdev.usda.qov/HAD-HPG Grants.html,
http://www.rurdev.usda.gov/mt/rhs/533.htm
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USDA RD Section 523 and 524 Housing Site Loans

Rural Housing Site Loans are made to provide fimantor the purchase and development of
housing sites for low- and moderate-income famil&sction 523 loans are made to acquire and
develop sites only for housing to be constructethieyself-help method. Section 524 loans are
made to acquire and develop sites for any low- odenate-income family. Low income is
defined as between 50 and 80 percent of the ardmmimcome (AMI); the upper limit for
moderate income is $5,500 above the low-income.limi

Section 523 loans are limited to private or pubbmprofit organizations that will provide sites
solely for self-help housing. Section 524 loansraegle to private or public nonprofit
organizations. Section 524 sites may be sold te townoderate-income families utilizing a
mortgage financing program which serves the sangild families.

Loans are for two years. Section 523 loans bear8ept interest. At the discretion of the
customer, Section 524 loans bear the market rataerest either at the time of approval or at
the time of the loan closing.

Source
http://www.rurdev.usda.gov/HAD-Site Loans.html

USDA RD Other Opportunities

USDA also provides a variety of homeownership, camity development, infrastructure
development, technical assistance and farm labasihg loans and grants. For a full list of
funding opportunities, visit the USDA website hitywww.rurdev.usda.gov/Home.html
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Ohio Housing Finance Agency (OHFA)
Low Income Housing Tax Credit (LIHTC) program

The Housing Credit Program (also referred to as lmwme Housing Tax Credits) is a tax
incentive program designed to increase the suppdyality, affordable rental housing by
helping developers offset the costs of low-incoeal housing developments.

The amount of housing tax credits is based ondta¢ development cost to be financed.
Developers use the credits by selling them to itoredo raise cash for acquisition,

rehabilitation, and construction costs. The indisbor corporation that purchases the housing
tax credit will receive the credit for 10 years araoh subtract the amount of the housing credit on
a dollar-for-dollar basis from federal income tabllity. In exchange for the credits, the owner
of the development must maintain income and resttiotions for 15 years. Following the
compliance period, the owner must enter into arreded use period of an additional 15 years by
filing a Restrictive Covenant on the developmerthwie County Recorder. The IRS regulates
the Housing Credit Program.

Recipients can use the housing credit to offsettst of acquiring, substantially rehabilitating,
and/or constructing residential rental housingeaabcupied by low-income individuals and
families. These units must be available to the genmublic and have initial leases of six months
or longer. Some costs and types of developmentsareligible for housing tax credits.

Organizations committed to developing low- to madiesincome homes for Ohioans can apply
for an allocation of federal housing tax creditsieo the demand for credits, OHFA typically
funds only 25-30% of the applications submittedadidition, because of the cost of applying for
the program and the extensive compliance requir&sn#re program is best suited for rental
housing developments with 20 or more units. OHRArily encourages all applicants to seek
experienced legal and accounting counsel in omeoinply with all program requirements.

OHFA accepts applications at one time during ther-yausually in the Spring. OHFA'’s
Qualified Allocation Plan describes the competitapplication process and the procedures and
policies for the distribution of the state's allbea of housing credits.

Source
http://www.ohiohome.org/lihtc/default.aspx
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OHFA Housing Development Assistance Program (HDAP)

The goal of the Housing Development Assistance rRragdHDAP) is to provide financing for
eligible affordable housing developments to expameserve, and/or improve the supply of
decent, safe, affordable housing for very low- tmderate-income persons and households in the
State of Ohio. Recipients may use funds as lowste deferred payment loans, or in some
cases as grants. HDAP program funds are dividedwa different types of funding.

OHFA Housing Credit Gap Financing (HCGF)

These funds can be combined with housing tax @ediprovide additional resources for the
development of affordable rental housing. HCGFitsaswn unique compliance requirements
and underwriting guidelines separate from the Huyi§iredit Program.

OHFA Housing Development Gap Financing (HDGF)

A portion of HDAP funds are intended for rental dammmeownership developments that do not
apply for tax credits. HDGF developments may belleme scope. The funds are allocated
through a separate funding round, and program Goeteare released each year describing the
eligibility, application, and compliance requirent®m detail.

Eligible Uses

« Acquisition of land and/or building(s) (from unredd parties only)

« Demolition (not applicable for preservation devetgmts)

« On-site improvements

« Construction and/or renovation costs including tatsion fee items, construction
contingency, and contractor overhead and profitl(ekng costs associated with
construction of commercial property)

« Furnishings and appliances

« Architectural and engineering fees

« Developer fees and developer overhead

« Consultant fees

+ Legal fees

HDAP applicants can be private for-profit housirgyelopers, not-for-profit 501(c)(3) and
501(c)(4) organizations, and public housing autiesiproposing to develop affordable for-sale
homes, provide new affordable rental housing opmities, or preserve affordable at-risk
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housing. Entities receiving an award of HDAP funusst act as the majority/controlling partner,
sole owner, or a general partner/managing membargithe entire construction phase.

Source
http://www.ohiohome.org/hdap/default.aspx

OHFA Housing Investment Fund (HIF)
The Housing Investment Fund (HIF) is intended fopsut housing initiatives and meet housing
needs that are not met by other programs of thaé&ge

Eligible uses of the fund include:

« Connecting housing to services and jobs

- Promote revitalization by addressing vacant anea@daed housing by building capacity
and comprehensive development in targeted geographimunities

- Provisional services for special needs populatibrsugh evidence-based approaches

« Acquisition, holding and disposition of residentieal estate for affordable housing or
comprehensive community development purpose

+ Pre-development, construction, and/or permanean@img for rental or for-sale property
development not eligible for funding using other EXprograms. New construction
projects must be competitively bid.

- Capitalized operating subsidy for affordable rehtlsing

- Homeowner loans for refinance, new purchase orvaianm that are part of a
comprehensive community redevelopment strategyaamaffered through participating
lenders or non-profit partners

« Planning grants for comprehensive community redgpraknt

« Innovative, new approaches to administering progranservices in an affordable
housing setting, and have not been previously fdmdé local, state, or federal funds.
These activities must demonstrate a previouslystedeapproach to addressing
affordable housing needs in Ohio.

« Matching funds for federal or private foundatiorubimg grants or loans

- Other activities or projects that address an urgéotdable housing need

All proposals must meet the following thresholduiegments:
« Activities and projects must primarily benefit hetslds with incomes at or below 120%
of the Area Median Gross Income (AMGI) for the agprate county and household size.
Reasonable affordability and compliance periods valrequired.
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« Proposals must be for housing needs and/or popaofatiot addressed by other OHFA
programs. For example, a request for additionalfgemcing for a new Housing Tax
Credit development or a project under developmentlevnot be eligible.
« All applicants must be currently in good partngpshith all OHFA programs.
« Proposals must include documentation verifyingaamitment of sufficient matching
funds.
- Demonstrate partnerships.
« Applications must be complete and include requinéarmation.
Eligible funding recipients include for-profit ambnprofit organizations, public housing
authorities, and local governments.

Source
http://www.ohiohome.org/housinginvestmentfund.aspx

OHFA Multifamily Bond Program

The Multifamily Bond Program (also known as tax-gid bonds) is a tool for increasing
affordable housing opportunities for Ohioans. Tiglothe issuance of tax-exempt mortgage
revenue bonds, the program provides lower-cost fitedotcing for the acquisition, construction,
and substantial rehabilitation of multifamily hoogiand single-family housing for low- and
moderate-income residents. OHFA issues the tax-pbonds and the proceeds are used to
fund construction loans and mortgage loans at behanket interest rates. In exchange for the
benefits of the bonds, developments must meetdédad state restrictions on occupancy and
the use of the proceeds from the bonds.

The program can be effective as a sole financ&luee; however, many developers choose to
combine tax-exempt bond proceeds with housing tsedi

Nonprofit and for-profit developers of affordableusing can apply for the Multifamily Bond
Program. A 501(c)(3) organization must wholly oWindavelopments receiving funding.
Because of the costs of issuing bonds, the MuliifaBond Program is most appropriate for
developments that are larger in scale, usuallyexkog 100 units in size. All potential users are
advised to consult legal counsel for more on tleesics and benefits of bond financing.

Source
http://www.ohiohome.org/mfbond/default.aspx
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OHFA Housing Development Loan Program

The Housing Development Loan Program provides Gir@rsupport for the development of
housing for low- to moderate-income Ohioans. Tlan$oare used in conjunction with OHFA'’s
three major housing development programs: Housnegli€Program, Housing Development
Gap Financing (HDGF), and Multifamily Bond Progra®@HFA requires that developers or
other entities provide sufficient collateral to eresrepayment of their housing development
loans. Three different types of loans are avaitable

LOAN TYPE ‘ DESCRIPTION

Financing that "writes down" the cost of constraitioan

Construction Deposit Grant | .
interest

Interim financing for deferred equity from the safehousing

Equity Bridge Loan credits

Flexible loan that may be used to address finance®egls unmet

FlexLoan by other OHFA products

All funding requests for housing development loaressubject to approval by the OHFA Board
and depend on OHFA's ability to reserve fundstierdevelopment. OHFA reserves funds for
developments based upon the availability of fuldsugh the Department of Commerce's
unclaimed funds or other sources available to thengy.

Source
http://www.ohiohome.org/hdl/default.aspx

OHFA Community Housing Development Organization () Program

Community Housing Development Organizations aregbe, nonprofit, community-based

service organizations that are organized undee stalbcal law to develop affordable housing in
the communities they serve. Operating grants aed tesfund reasonable and necessary costs for
the operation of the CHDO. Typical uses for opaggrant funds include staff salary and
benefits, training and travel expenses for staff lboard members and operating costs such as
office supplies, rent, maintenance, phone and essetommunications and postage.
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2012 Grant Requirements

- Applicant must have effective control of an OHFAded HOME- or match-eligible housing
development that is in the development or constyagihase at the time of application

« Applicant must be a State-Certified CHDO at timeapplication

« Applicant must be in good standing with OHFA

« Operating grant may not exceed 50% of the orgaizatoperating expenses for the fiscal
year, or $50,000, whichever is greater. (This idekiall operating grants from all other
jurisdictions)

« A narrative describing how the organization wiltryaout their mission if they do not receive
an award of operating grants this year.

Sources
http://www.ohiohome.org/chdo/default.aspx
http://www.ohiohome.org/chdo/CHDOquidelines-appmbypelf

OHFA Additional Opportunities

OHFA also offers a variety of programs to assisito@hs with the purchase of a home.

First-Time Homebuyer Program

Qualifying first-time homebuyers can choose from campetitive conventional and
government-insured loans, all with 30-year, fixatermortgages.
http://www.ohiohome.org/homebuyer/first_time.aspx

Target Area Loan Program
Any qualified buyer purchasing a home in a fedgrdisignated target area can benefit from this
competitive loan program. http://www.ohiohome.oagffebuyer/target.aspx

Ohio Heroes Program
Ohioans working in critical professions can takeaadage of a special first-time homebuyer
program with a lower interest rate. http://www.dimone.org/homebuyer/heroes.aspx

Down Payment Assistance Grant

Eligible buyers can combine OHFA's Down Paymentigtaace Grant with our homeownership
loan programs to help pay for down payments, ctpsosts, and other out-of-pocket expenses
associated with buying a home. http://www.ohioharm@homebuyer/downpayment.aspx

Appalachian Housing Initiative
Prepared by the Voinovich School of Leadership Runbdlic Affairs 68



Grants for Grads Program

Recent college graduates, including those earnpastgraduate degree, may be eligible to
receive 2.5% of their home's purchase price to paipfor down payment and closing costs
when you apply within 24 months of earning yourréeg
http://www.ohiohome.org/homebuyer/grantsforgradsxas

New Home Sweet Home Program

The New Home Sweet Home Program is an extendeddpiién for homebuyers who purchase
a new home and want to use OHFA's first-time horgebprograms.
http://www.ohiohome.org/homebuyer/sweethome.aspx

Mortgage Credit Certificate Program

For qualifying homebuyers, a Mortgage Credit Cedile can increase a household's income by
reducing federal income tax liability, giving theusehold additional funds that can be used to
make mortgage payments. http://www.ohiohome.org/default.aspx

203(k) Program

Many homes for sale are currently in need of repamodernization, but it can be challenging
to pay for improvements after purchasing the priypdiryou're buying a property that needs
rehabilitation and repair, the 203(k) loan offebgdseveral OHFA participating lenders may be
right for you. _http://www.ohiohome.org/homebuy@&3R.aspx

Source
http://www.ohiohome.org/homebuyer/default.aspx

Ohio Development Services Agency (DSA)
Community Development Block Grant (CDBG) Program

The Community Development Block Grant Program mimistered by DSA’s Office of
Community Development and provides federal fundongommunities to address a variety of
needs. Below are the programs available to comtiiesrthrough DSA’s Community
Development Block Grant Program
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DSA Residential Public Infrastructure Grant Program (RPIG) provides funding to ensure a
safe and sanitary living environment for Ohio @hs, through the provision of safe and reliable
drinking water and proper disposal of sanitary washe RPIG program only funds projects
which provide water and/or sanitary sewer senacgrimarily residential users.

DSA CDBG Discretionary Grant Program provides funding for “target of opportunity”
community development, housing, emergency sheftérispecial projects and activities that do
not fit within the structure of existing prograntsdeto provide supplemental resources to resolve
immediate and unforeseen needs.

Source
http://development.ohio.gov/cs/cs cdbg.htm

DSA Ohio Housing Trust Fund (OHTF)

The Ohio Housing Trust Fund is a flexible stateding source that provides affordable housing
opportunities, expands housing services, and ingg&ousing conditions for low-income
Ohioans and families.

The Fund supports a wide range of housing actsvitieluding housing development, emergency
home repair, handicapped accessibility modificatj@nd services related to housing and
homelessness. In addition, Ohio Housing Trust Fioithrs may be used for predevelopment
costs, rental assistance, housing counseling, lghtibn, and new construction.

The Fund is targeted to those who need help thé: ho@sincome working Ohioans. A broad
range of organizations are eligible to apply fomap from the Ohio Housing Trust Fund
including local governments, housing authoritiemprofit organizations, private developers and
private lenders.

Ohio Housing Trust Fund dollars are allocated basetecommendations by a 14-member
advisory committee representing various sectoth@housing and lending industry and local
governments.

Source
http://development.ohio.gov/cs/cs htf.htm
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DSA Community Housing Improvement Program (CHIP)

The Community Housing Improvement Program (CHIHjzes Federal Community
Development Block Grants and HOME program fundsHerimprovement and provision of
affordable housing for low- to moderate-incomezeitis. Non-entitlement counties and cities
with an approved Community Housing Improvementt8gg or included in a nonparticipating
jurisdiction consortium and entitlement cities ltaghin a nonparticipating county with an
approved Consolidated Plan and meeting CHIP reapeings are eligible to apply. CHIP funds
are distributed in one competitive funding roundcéddnmunity is allowed to submit only one

application in any application round.

The following is a list of the current eligible CPactivities, and their eligible funding sources:

Primary Housing Activities

Private Owner Rehabilitation

Rental Rehabilitation

Homeownership (formerly Down Payment
Assistance/Rehabilitation)

Acquisition/Rehabilitation/Resale

Home Repair***

Home Repair — Septic***

New Housing Construction*

Emergency Monthly Housing Payment*

Tenant-Based Rental Assistance*

Supportive Activities

Clearance/Demolition**

Acquisition*

Relocation Payment/Optional Relocation

Code Enforcement*

Planning (not to exceed $10,000)

Public Service (not to exceed 15 percent of thatyra
(e.g., Homebuyer Education, Family Self-SuffiagifProgram,
Financial/Budget Counseling and Home Maintendihe@ing)

Equipment Acquisition (Tool Loan Program)*
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Eligible Funding Source

HOME €00BG
HOME and CDBG
MiBand CDBG

HOMEd CDBG
CDBG and OHTF

CDBG and OHTF

HOME and CBB

CDBa®y
HOMIE on

Eligible Funding Source

CDBG only
HOME and CDBG
OME and CDBG
CDBG only
HOMH €DBG
CDBG only

CDBG only
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Administration Costs Eligible FundiBource
Fair Housing CDBG only

* Special restrictions on using CDBG funds fasthctivity apply.
** Must be related to a specific project linkedetitly to the provision of land required by a
housing development activity or redevelopment dgtiv
***Home Repair and Home Repair Septic activities Amited to a combined request of
$125,000 per grant.

Sources

http://www.development.ohio.gov/cs/cs chip.htm,

http://www.development.ohio.gov/files/cs/FY%2020133HIP%20Planning%20Instructions.
docx
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DSA Additional Opportunities

The Office of Community Development assists lo@ahmunities by providing grant funding to
local governments and nonprofits operating homedes®ach, emergency shelters,
homelessness prevention, rapid re-housing, transithousing and permanent supportive
housing, as well as emergency home repair.

Homeless Crisis Response Programs (HCRP) preventslbssness for low- and moderate-
income individuals and families, provides for engrgy shelter operations, and helps to rapidly
move persons from emergency shelter into permdrarding. The program is funded through
the federal Emergency Solutions Grant (ESG) andifie Housing Trust Fund (OHTF). Grant
funds are awarded to state-appointed service peavioh a regional basis.

Homeless Management I nformation System (HMIS) is a non-duplicative computerized data
collection system designed to track Ohioans whaereiving homeless prevention assistance or
are experiencing homelessness. ODSA award recgsenting homeless persons or helping to
prevent homelessness accurately track client ingakeluce system-wide reports, and better
provide homeless persons with needed servicespiject is funded with a grant from the U.S.
Department of Housing and Urban Development (HUL) @hio Housing Trust Fund (OHTF)
dollars.

Housing Opportunities for Persons With AIDS (HOPWA) funds organizations to assist with
meeting the housing and supportive service neettswefand moderate-income persons with
AIDS or HIV-related diseases. Nonprofit organizai@nd units of local government are
eligible to apply for HOPWA grant funds.

Housing Assistance Grant Program (HAGP) promotes affordable housing opportunities and
improves housing conditions through emergency hapair and limited down payment
assistance for low- and moderate-income citizemant3unds are provided through the Ohio
Housing Trust Fund (OHTF). Eligible applicants v nonprofit organizations, local
governments, public housing authorities and coresoftany eligible applicants.

Supportive Housing Program (SHP) provides funding for operations (and limited fumgifor
services) in permanent supportive housing andifizgdibsed transitional housing programs for
low- and moderate-income citizens. Qualified indual nonprofit agencies are eligible to apply
for grant funding provided through the federal Egaegricy Solutions Grant (ESG) and the Ohio
Housing Trust Fund (OHTF).
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Emergency Shelter Grant Discretionary Program pded funding for emergency repairs to
address health/safety issues at OCD-funded emeygtradters and, as a lower priority,
supportive housing facilities.

Homeless Assistance Grant Program provides grants to eligible applicants for emenyen
shelter, supportive housing, and permanent supgdntbusing activities that meet the housing
needs of homeless families and individuals. Gramsds are provided through the federal
Emergency Solutions Grant (ESG) and the Ohio Hgu$mist Fund (OHTF). Nonprofit
organizations, local governments, public housintp@uities and consortia of any eligible
applicants may apply.

Source
http://development.ohio.gov/cs/cs hshp.htm
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APPENDIX E: Promising Practices

Initial Promising Practice Themes
(Items with an asterisk were prioritized for funtliesearch.)

1. Increase utilization of high-quality manufactureszliking as a less expensive
and less time intensive alternative to site-bwities for low-income home
ownership in rural areas.

2. *Explore strategies to enable small rural housirenaigs to achieve economies
of scale through bundled deals, collaborative fngdequests, shared services,
combined back office operations, bulk purchasihgyed staffing and/or
establishment of a regional consortium.

3. *For rural areas with limited job growth, prioritineaintenance/restoration of
existing housing stock over new builds to maximmeact and to contribute to
overall community revitalization efforts. This ddunclude (but is not limited
to) facilitation of low-income household purchasinghab of single family
homes or prevention of LIHTC projects’ conversiomtarket rates through
providing tax benefits and/or funds for rehabiltatin return for continued
and/or increased affordability restrictions.

4. *Focus a portion of LIHTC allocations on increasingintaining affordable
housing in Appalachian Ohio through a designatexygipohic set-aside, points,
non-numeric preference or some combination of these

5. Develop coordinated education activities aimedextted officials and the
general public regarding the role of well-desigaéidrdable housing projects in
community stabilization, economic development atieoconcerns related to
rural development.

6. Explore shared equity ownership, cooperative hausirsts, lease-purchase,
resident-owned manufactured home communities, #ret strategies for
reducing risks and barriers to home ownership &y Yow-income rural
households.

7. *Diversify funding sources, including tapping intoeegy-related funding
sources to provide energy upgrades resulting inedsed long-term
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management costs, water/land conservation funggria restoration funds,
etc.

8. *Incentivize and/or provide technical support foz ttevelopment of
relationships/partnerships among nonprofit devetggeetween nonprofit and
for-profit developers, between rural and urban tepers and/or between
developers, local officials and community groups.

9. Increase emphasis on supportive service provisiosadidents of affordable
housing and/or education for potential homeown&sspite tight economic
situation, assisting households to achieve sefiesaificy is less expensive than
developing /managing additional units and couldehtdne effect of increasing
access to affordable housing in Appalachia if |oegr residents can be
supported through transition to market-rate housing

10. *Develop a targeted foundation, fund or CDFI to jevrural nonprofit
developers with flexible lines of credit not tiexa specific project that could be
used to cover predevelopment expenses, short-teenh@ad shortfalls or costs
related to increased capacity efforts such as eetinblogy, professional
development, etc.
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APPENDIX F: Case Studies

Potential Case Studies
(Items with an asterisk were prioritized for funtliesearch.)

3Green Energy Partners

This collaboration of three rural California HougiAuthorities was specifically formed to
provide the economy of scale necessary to proviter® attractive energy performance contract
opportunity to interested energy service compafit€sCo). Under the terms of an energy
performance contract, an ESCo agrees to make enelaygd capital improvements to an
existing building or buildings (such as the ingtidin of more efficient lighting, heating,
plumbing, etc.) and to cover all up-front costs.atldition, the ESCo guarantees that the cost of
repaying these expenses will not exceed the cusigsarealized as a result of these
improvements, resulting in no net loss to the owaethe term of the contract. At the end of the
contract, the upgrades will be paid for in full ety ongoing savings due to the efficiency
upgrades will accrue to the ownéxample of Promising Practices #2, 7 and 8

Community Housing Partners

Headquartered in Christiansburg, Virginia, Commyhibusing Partners is one of the largest
nonprofit multifamily housing developers in the #mastern United States and has significant
experience successfully layering funding sourcesage LIHTC deals work in rural
Appalachia, including new construction and rehatjgats in Virginia, North Carolina and
Kentucky. CHP has also received several awarderfergy innovation in multifamily housing.
Example of Promising Practices #3, 4 and 7

*Federation of Appalachian Housing Enterprises (FAH

A membership organization comprised of 49 housienptbpment organizations in Central
Appalachia, FAHE has nearly quadrupled annual hsahes and production of housing units, in
part due to adoption of the Berea Performance Compkhis effort increased efficiency by
reducing the need for all member agencies to develtividual expertise in all areas. Instead,
organizations with a particular core competency$ed on further developing this expertise,
serving as a consultant to fellow FAHE membersraceiving similar specialized assistance for
activities outside their area of expertise. Beredd?mance Contract areas of specialization have
included loan servicing, multifamily developmentamufactured housing, cooperative
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purchasing, volunteer services and green buildazxgmple of Promising Practices #2, 7, 8 and
10

*Florida Non-Profit Housing, Inc. (FNPH)

Despite its name, this nonprofit organization pdeg technical assistance and training to low-
income housing organizations in eleven states.eSI878, FNPH has focused on building
capacity by “spreading the knowledge of how-to’thaan emphasis on mutual self-help
homeownership projects and rental housing for migneorkers. Specific activities include
assisting in the development of funding applicagidraining board members and staff in
everything from bookkeeping to administrative tagkaducting conferences and workshops;
distributing information about state and federdlgyochanges; publishing statistical reports and
newsletters; facilitating networking and developimeyv approaches to rural housiggample of
Promising Practice #2

Frontier Housing and Clayton Homes

Frontier Housing, a nonprofit housing organizatiotKentucky, established a strategic alliance
with Clayton Homes, a manufactured housing produc&ennessee, to develop a national
distribution channel of nonprofit manufactured hoooéders. Unlike traditional trailers, these
manufactured homes are high-quality, ENERGY STARdameet all HUD guidelines, and sit

on a solid masonry foundation (allowing them tadeeded as real estate). Through this alliance,
Frontier Housing and Clayton Homes hope to utdézenomies of scale to continue to bring
down costs and make quality home ownership feafiblmore low-income, rural families.
Example of Promising Practices #2 and 8

Genesee County Land Bank

Although land banking for residential purposes I@sn most often used in urban areas, this
strategy has been mentioned during focus groupsiaasy to obtain affordable, utility-serviced
lots in rural communities. In Michigan’s Geneseaiily, policies were enacted to make it easier
and faster to transfer control of tax delinquemiparties to local government. Depending upon
location and condition, housing may be renovatetirasold or demolished to make way for the
development of new affordable housing by local mofipor for-profit developersExample of
Promising Practices Example of Promising Practi#8s7 and 8

*Habitat for Humanity Neighborhood Revitalizatiomtiative — Critical Home Repair

In an effort to broaden their impact, some HaldtaHumanity affiliates began piloting the
Neighborhood Revitalization Initiative in 2010. ral Home Repair is one of several
components within this effort and is designed tvpte urgent home repairs for low-income
homeowners. Under this program, the Habitat at&liwill mobilize trained volunteers to
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complete necessary structural and/or system repaidsvellings with owner occupants who
meet income requirements, are up-to-date with th&es and are not in danger of foreclosure.
Homes cannot be assessed above $100,000 and aweergpected to contribute volunteer labor
and pay back building material costs through amerest loan. This program helps prevent run-
down homes from being condemned, improves quafiifeoand safety for families living in
these homes, and contributes to community revéabn and the maintenance of local property
values, typically at significantly lower costs thi#nose required to build a new home. In addition,
affiliates are typically able to significantly irease the number of families assisted per year
when new home builds are combined with home rgpajects.Example of Promising Practice
#2 and 3

*Home Partnership Foundation

The ldaho Housing and Finance Association credteddiome Partnership Foundation (an
independent 501c¢3) to increase housing-relatedrigneésources. This foundation encourages
individual and corporate donations of money angerty through a variety of innovative
development programs, including matching giftsap tertain amount each year. These
resources are then utilized to provide financigipsrt for housing and homelessness related
projects that would not otherwise be possible duernding cuts, eligibility requirements, etc.
Example of Promising Practices #7 and 10

*Low Income Investment Fund (LIIF)

LIIF is a nationally accredited nonprofit communitgvelopment financial institution (CDFI)
that has established a revolving loan fund to foealow-income housing and other community
building efforts. Established in 1993, this furftecs flexible lines of credit up to $750,000 that
can be used as bridge funding to cover projecteélactivities and other organizational needs.
Typically, this money is utilized to fill fundingags left by other forms of financing and/or to
enable nonprofits to operate more effectively withicompetitive marketplace. Since its
founding, LIIF has utilized $750 million in loanadgrants to leverage total capital of over $4.7
billion to benefit low-income householdsxample of Promising Practice #10

*New Jersey Smart Codes

The barriers that Ohio’s building code poses t@beprojects has already come up during the
focus groups. Although not particularly rural omnéhe rehabilitation code adopted by New
Jersey in 1998 has reduced redevelopment costp tiy40 percent, dramatically improving the
economic feasibility of rehabilitating existing g stock. Under the “smart codes,” buildings
are not automatically required to meet modern-daydards if certain safety thresholds are met.
To publicize the new requirements, compliance utions were compiled in an easy-to-read
manual providing step-by-step instructions for @as types of rehabilitation projects. One year
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following the adoption of these new rules, rehativag increased by up to 60 percent in some
parts of the staté&xample of Promising Practice #3

Renovation of the Tuttle Building in Rutland, Venino

Private/public/nonprofit partnership succeedeceimovating this downtown commercial space in
rural Rutland Vermont (population 16,495 in 20IM)is project was deemed unfeasible for
private development but, with layered funding algshificant patience, the 1906 building has
gone from being a public eye sore to mixed resideahd commercial use, serving as an anchor
and stimulus for additional community revitalizati&cxample of Promising Practices #3, 8

*Southeast Rural Community Assistance Project

The Southeast Rural Community Assistance Projexhignprofit organization that provides
training, technical assistance, grants and loasspport water and waste water infrastructure
development in low-income rural communities. Assise provided can include funding for
preliminary engineering studies, tap fees, hookeas and a variety of other development costs
through financial support provided by a combinaidtocal, state and federal sourc&ample
of Promising Practices #2, 7, and 8

*Utility-Funded Energy Efficiency Programs

According to research conducted by the Nationaldtt@yTrust, a majority of states have
implemented utility-funded energy efficiency progig and a few have structured these
programs to meet the unique needs of multifamilgrdBble housing owners. For example, New
Jersey’s largest utility, PSE&G has worked with New Jersey Housing and Mortgage Finance
Agency to create a multifamily housing energy rigtfmrogram. Following a free professional
energy audit, PSE&G covers the up-front costsigitde recommended improvements, which
may include upgrading lighting, HVAC, humidificatipbuilding envelope, windows, doors,
motors, etc. As an incentive, owners are only ireguo repay a portion of the total installation
cost. No interest is charged and payments arededlin the property’'s PSE&G energy bill over
the next ten years, again with the anticipatiat #nergy savings produced by the upgrades will
result in no net increase in the biExample of Promising Practices #2, 7 and 8

Yolo County Housing

This housing authority in rural California operates of a central office and six satellite sites,
covering a jurisdiction of over 1,000 square milés2007, the organization had been losing
money for several years and was deemed finanaialtyviable by HUD’s Recovery and
Protection Corps. Through a combination of tecbgplupgrades and changes in operating
procedures, costs were reduced from $5.04 millo2005 to $2.2 million in 2010, eliminating
the budget deficit while still focusing on improgigcustomer service and increasing data
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security. Key elements of the system include a V@Bne system, off-site data storage and
back-up, automated wait-list information and elecic payment system. In 2010, Yolo County
Housing was named the PHA of the Year by the Sandisco HUD officeExample of
Promising Practice #2
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Case Study: Federation of Appalachian Housing Bntes (FAHE) Berea Performance
Compacts

The Federation of Appalachian Housing Enterpris@sHE) was established in 1980, after a
study commissioned by the Human Economic Appalacbievelopment corporation concluded
that Central Appalachia’s need for affordable hongsvas not being adequately addressed by
local development efforts. Due in part to geogre@pdolation, many small housing
organizations were working independently in comrtiasithat lacked adequate resources, jobs,
education and infrastructure. Despite the presseggl for more quality housing in this region,
limited capacity prevented many of these groupsifedfectively accessing and utilizing
available Federal and state funding. “The coreigihat started FAHE figured out that many
voices together was better than one,” says mentbey &Epperson.

Based in Berea Kentucky, FAHE is a nonprofit merabigr organization historically serving the
Appalachian regions of four states, including aaskentucky, eastern Tennessee, southwestern
Virginia, and all of West Virginia. Membership ip@n to nonprofit organizations that have
identified affordable housing as a major focushefit work. Within each state, members are
organized into a caucus that meets quarterly axwtstwo individual to serve on the Board of
Directors, which is made up of the 8 state repredes and five non-FAHE representatives.
Although the number shifts somewhat from year taryabout 50 organizations are currently
members.

FAHE initially functioned similarly to other hougirrelated trade associations, providing
members with help and support related to advoaastyyorking, training, technical assistance,
and financing. Most members focused on building selling stick-built homes, utilizing

funding from HOME and the USDA 502 Direct programircrease affordability for low-

income families. In addition, a few members alsbstime limited development of multifamily
rentals. In 1995, FAHE became a Community DevelagrReancial Institution (CDFI), and in
time, members’ housing production plateaued at 8B@00 units per year. Unfortunately, as of
the year 2000, nearly one in five homeowners in EAHservice area were paying more than 30
percent of their income for housing, and for resiténis figure was closer to one in three. As
FAHE’s President and CEO Jim King describes it, “#iallenged ourselves to really look at the
number of households that were in need of assistand how many were going unserved and
we...concluded that the housing problems were aedua our solutions were not.” Further, a
steady decline in funding for housing-related gsarid subsidies was eroding the financial
viability of many nonprofit housing developers.e@itly, something had to change.
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In 2006, FAHE established a series of stretchgytmathallenge members to radically increase
the scale and efficiency of their work. Over tlextten years, the group pledged to increase
their annual number of families served from 2,080@,000. They committed to dramatic
increases in staff productivity and the number oftgages generated as well as setting
ambitious targets for reducing mortgage delinquenatgs. Efforts to achieve these goals
proceeded on several fronts, including upgradirsgesys and infrastructure, providing enhanced
training and promoting a performance-oriented calthat held staff members and organizations
accountable for having a meaningful, measurablegnpn the problem of inadequate housing
in Central Appalachia. Focus shifted from actiwtie outcomes, and members were pushed to
become more productive, efficient, self-supportmgl savvy in combining traditional and
nontraditional financing.

One strategy for encouraging this transformatichit is embodied in the Berea Performance
Compacts. Introduced in 2006, the Compacts weresiemed as a way to simultaneously
improve service quality, limit unnecessary duplimatof effort and utilize economies of scale to
reduce costs. This is accomplished by borrowintaaagement approach from the for-profit
sector which encourages companies to build on@amgetencies and outsource other functions.
For FAHE members, this involves collaborating teidi up aspects of the complex affordable
housing environment, with individual members foogsbn developing expertise in their
strongest area and providing this specialized serd other members for a below-market-rate
fee. This generates revenue for the providing aegaion while also allowing the recipient
organization to obtain higher quality servicesléss money than it would cost to provide them
in-house. Based on FAHE's experience, collabonatare only successful when all participants
benefit financially and when senior managementbeb the effort has the potential to solve a
critically important organizational issue. “Collaiation is about giving up something in order to
gain something a little better” says King.

When deciding what to focus on when developing@benpacts, FAHE members looked for
services that were offered by a majority of memlagd in which at least one member had
already established expertise and could providdeleship to the effort. Given the reduction in
housing grants and subsidies, preference was alsn tp services that could eventually be
marketed to non-FAHE members at market rates, patlgrgenerating additional revenue. The
initial Berea Performance Compacts included manufad housing, loan servicing, multifamily
housing development, cooperative purchasing anghteér management, with Energy Efficient
building being added in 2009.

Participation is voluntary, and 28 FAHE membersaneently involved in one or more
Compacts. For each, participating members workthagego devise a mutually beneficial service
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delivery model. This involves piloting the effott@ne or two sites to work out any logistical
issues, standardizing the model and then expatridiogcale. FAHE staff members support this
process by providing technical assistance, fatitiggsolutions to problems as they arise and
raising funds to support the project. Currentyee of the original compacts (cooperative
purchasing, volunteer management, and manufachaesing) are not actively being pursued
and the rest are in various stages of developrasrdgscribed below.

Loan Servicing — By centralizing loan servicing activities, enbugconomy of scale was
generated to reduce the cost of managing eachidudivioan and to fund upgrading to
more sophisticated technology for managing the fmatfolio. The increased capacity
facilitated by this upgrade has allowed the Comysiote spun off as an independent
organization) to service loans for six FAHE memlzsvell as three non-members.
Participating members report that purchasing teeséces has reduced costs, freed up
staff time for other activities and, in some casesulted in dramatically decreased
delinquency rates.

Multifamily Development — The purpose of this compact is to provide legegenced
developers with access to the expertise of thoemore expertise in developing and
managing multifamily rentals. This allows projettiamove forward in communities that
would not otherwise have the capacity to underthisetype of development. For
example, Boodry Place is a newly built facilityMorehead Kentucky which was
developed as a result of this Compact. One orgaaizprovided multifamily design and
construction expertise, another facilitated linuthe necessary funding and a third is
providing management services for the propertysfdie depression of the LIHTC
market due to the recent economic downturn, fouitifamily development projects have
been completed to date.

Energy Efficient Building Compact— This relatively new Compact was established in
response to a lack of third-party inspectors int€gmppalachia who can certify
construction as complying with energy efficient amdyreen building requirements. This
is an issue because FAHE members see potentitilisaregion to take advantage of new
federal and state programs to combine energy effiduilding with economic
development and affordable housing. At least eigktlE members have been trained
and approved by BPI to provide inspection servioesther members while 30 members
are developing Energy Star Homes

According to King, “The biggest issue with havingyanizations collaborate is trust.” This is
because effective collaboration requires that pigdnts focus resources and attention on the
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achievement of long-term collaborative goals rathan short-term organizational goals. This
can be risky, particularly in times of economic trantion, and will not happen unless time and
resources have been devoted to building trust arpartgcipants. One way FAHE works to
establish this trust is through regular, in-perswetings. Each state caucus meets quarterly for a
day-long meeting, and the whole membership meetetavyear. In addition, FAHE has a
rigorous application and monitoring process. Paaénmembers must be recommended by their
state caucus, complete a detailed application dietufinancial documentation, pay a $500
membership fee, sign a contract, and commit towelgtiparticipate in meetings. Further, once
accepted, members are expected to submit quaptediuction reports and an annual portfolio
of documentation including copies of organizaticaadlits, annual reports, board minutes, proof
of liability insurance, etc. FAHE acknowledges ttias is more than other membership
organizations typically require, but argue that FA&Iso provides more services to its members
and, as King sums up, “Trust is an investment aedéturn is greater impact through
collaboration.”

It is worth noting that FAHE's efforts to scale-tieir housing development activities have not
been universally well-received. Some organizatimage ceased to be members, and there has
been significant turnover in staff since these gearhave been implemented. Although some of
those who left resisted being held to higher penfoice standards, others expressed
philosophical objections to FAHE'’s new business alo@ihese included concerns about
sacrificing quality for quantity and that centratig functions would achieve efficiency at the
expense of local jobs and relationships. Somewasded that the increased focus on
generating earned income was causing the orgamizggtistray from its commitment to serving
the “poorest of the poor.”

Nonetheless, it is difficult to argue with the risuln 2011, FAHE members served 7,400
families, more than a 300 percent increase ingixsyears. With an annual budget of about 5
million dollars, the organization leveraged abobitrdillion for local projects and also generated
about 75 percent of its budget through earned ircdrhirty-two FAHE staff people work in

five areas, including mortgage lending, loan sémgcand community lending as well as two
for-profit subsidiaries — a Kentucky LIHTC syndioaind a consulting group that offers grant
writing, design, project management and other teehassistance services. As summed up by
Kelly Spears, Executive Director of a two-persomsing organization in rural Tennessee,
“FAHE offered services that made us able to grod iacrease our capacity. They fill a lot of

gaps.”
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Case Study: Habitat for Humanity/7 Rivers Mainé/eatherization, Repair and Rehab

Habitat for Humanity/7 Rivers Maine (HFH/7RM) i©ahly successful affiliate on the southern
coast of Maine that serves Lincoln County, Sagad&wmunty and portions of Cumberland
County. In early 2008, the organization decidedstablish a home repair program focusing on
low-income families who already own a home but nieelg to make it safe, accessible and/or
energy efficient. Eligible repairs included fixipgrches, installing a new furnace, adding a
wheelchair ramp and other similar projects. “Thisn opportunity to reach more families in
need in our area who are struggling in substanklanging,” said Tara Hill, HFH/7RM

Executive Director at that time.

Shortly after this program started, HFH/7RM wasfoamted with a new challenge during the
winter of 2008-9 when the price of heating oil res@ver $4.00 a gallon. In addition to having
the largest percentage of oil-heated homes, Maikaown for its cold winters, old housing
stock, and large number of retired residents livondixed incomes. Monthly heating bills of
$500 - $600 were stretching many homeowners’ bsdgethe breaking point. In response,
HFH/7RM partnered with the United Way of Mid Cos&tine in 2009 to pilot a program
designed to keep low-income families in their hormgseducing their heating costs through
weatherization efforts. The following year, HFH/7Rbdbk over sole management of the
Weatherization Program, which is now co-administewéh the Repair Program. “Even when
someone applies for a home repair, we try to irelsmime weatherization work as well,” says
Josh Reynolds, HFH/7RM Weatherization and Repaor@oator. “Most homes in Maine need
it.”

To be eligible for the Weatherization and Repaogoam, projects must be able to be completed
within two weeks for $5,000 or less and must bei$ed on improving safety, accessibility
and/or energy efficiency. In addition, the housentd have extensive structural, moisture, or
mold problems. Like families applying for a new hemarticipants must earn 25 — 80 percent of
area median income, have lived in the area fogastla year, meet minimum credit requirements
and commit to providing sweat equity to the praj&¢hile volunteer labor and donated

materials are contributed to the project at no,dosmineowners receive a no-interest loan from
HFH/7RM to repay the cost of purchased materiaés tive next two to five years. These funds
are then recycled to support the weatherizationrapdir of other local homes.

During its first twenty years, HFH/7RM averaged atihree new home builds every two years,
a truly impressive accomplishment. With the additid weatherization and repair activities, the
program is able to dramatically increase the nurobémilies assisted. For example, 250
homes were weatherized in the first three yeatee@program. Says Reynolds, “This is a way

Appalachian Housing Initiative
Prepared by the Voinovich School of Leadership Runbdlic Affairs 87



for us to touch families and make an impact in@tsperiod of time. It motivates volunteers to
see such a quick return on their investment.”

The organization originally maximized the numbefarhilies assisted through a one-step
weatherization process that combined evaluatindntimee and closing up major leaks in a single
visit. This strategy required limited volunteeritiag and materials (primarily caulking and
weather-stripping), and could result in energy sgviof about 15 percent. More recently,
HFH/7RM has progressed to doing slightly fewer \wegiation projects each year (currently
targeting 80 down from a peak of 100), and offenmyye comprehensive services. This new
approach required hiring a BPI- and state-certiéedrgy auditor, providing more extensive
volunteer training and also purchasing severalghod dollars’ worth of equipment, including a
thermal camera and blower door. However, as attgdbH/7RM is now able to do a complete
energy audit, add insulation to basements andsatiglp to remediate moisture problems and
perform other, more advanced work that can resulpito a 50 percent reduction in heating
costs. Given the current cost of oil, this can itaauimmediate savings of $2,000 or more per
heating season for participating homeowners. “Yanitadeny this meets the mission of Habitat
to house low-income people because that’s exadipt we’re doing,” says Josh Reynolds.
“We're just helping people stay in their homes eaithan putting people into new homes.”

One particularly interesting initiative developd&daugh this program involves the on-site
manufacture of interior storm windows. Early on,HIFRM realized that installing new
windows in an older home is so expensive thatdiffecult to achieve an adequate return on the
investment through energy savings. As an alteraathe organization set up a small workshop
in which volunteers build wood frames bordered wittrip weather-stripping and covered in a
clear heat-shrunk film. The result is a relativielgxpensive, aesthetically pleasing storm
window that replicates the energy saving that wanddchieved through the installation of new
windows. If carefully measured and constructed ftamne fits tightly into the window opening
and is light enough to be held in place by the sares of the v-strip alone. As a result,
homeowners can easily self-install these storm awsdand remove them again in the spring.

In 2011, HFH/7RM further expanded its efforts tolide housing rehab. Due to the economic
crisis, the organization saw an opportunity to obthastressed properties, address critical
structural issues, and resell to a partner fantityrdoelow the cost of building a new home. In
addition to being economically feasible, rehabbirasg viewed as an effective strategy for
reducing the negative impact of run-down propentéhin otherwise well-kept neighborhoods.
However, the organization stresses the criticalortgmce of selecting the right property to
ensure the project stays within budget. “You needtzstantial pool of available houses and
some savvy people, either volunteers or staff mesylveho have the expertise to know that
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you’re not getting yourself into a big problem, utimns Reynolds. To date, HFH/7RM has
moved one family into a rehabbed home and is ctlyrénvolved in rehabbing a second.

Aside from maintaining adequate funding, the biggesallenge faced by these programs is
building and maintaining an adequate volunteer pd@eatherization is dirty, nasty work so

you need a specific type of volunteer,” says Regs.oHowever, the program has also found that
this type of project is uniquely appealing to sasegments of the community, particularly those
who are committed to energy conservation or whaetapassion for rehabbing old homes. As a
result, a whole new pool of volunteers has beentified, allowing the organization to be
actively involved in both a new build and theseeotactivities simultaneously.

Similar to the HFH/7RM affiliate, Habitat for Humigy International as a whole seems to be
recognizing the importance of expanding beyondiiiginal focus on new home builds. In the
2011 Annual Report, HFHI Board Chair Ken Klein acwhedges that the problem of inadequate
shelter has continued to escalate despite the iaggaom’s hard work and phenomenal growth.
As he states, “Now into our fourth decade, we Haaened that new housing is not the singular
answer for all families in need of decent sheltant he singles out housing rehab and repair as
two promising strategies for increasing impact.

Reflecting this diversified approach, affiliatesafighout the country have established an array
of new programs including A Brush with Kindness &ritical Home Repair, both of which
provide low-income homeowners with volunteers aadnterest loans to assist with the
completion of maintenance and repair projects. [&nhgi the Repair Corps Program is a joint
initiative with HFHI and the Home Depot Foundatibiat focuses on housing repair and
accessibility modifications for veterans and thiamilies. Although the majority of Habitat
families in the U.S. and Canada still partner wfite organization to build a new home, 1,603
families participated in rehabbing an existing haand an additional 2,920 received home repair
assistance in 2011.

As HFH/7RM’s Josh Reynolds sums it up, “New homadsuwill always be an important part

of Habitat, but the proof is in our results — we able to get more families in homes that are safe
comfortable, affordable and sustainable throughtiner&zation, repair and rehabs. There’s no
guestion. It's faster and we can do it more ecoralty.”
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Case Study: Home Partnership Foundation Case Study

In 2005, the Idaho Housing and Finance AssocidlidRA) faced challenges at both ends of the
economic spectrum. In the state’s most impoverigiiedmunities, emergency shelters and
related nonprofit organizations were struggling ttu€ederal cuts and a lack of dedicated state
funding for housing and homelessness efforts. Atstime time, sky-rocketing real estate costs
in Idaho’s popular resort areas were pricing teessHgemen and other public service workers
out of the market, hampering efforts to fill thesgical positions.

In response, IHFA established the Home Partnefstimdation, the first independent nonprofit
foundation in the country dedicated exclusiveljhtmsing issues. “We saw an opportunity to
leverage IHFA's expertise and experience with thiégection and disbursement of donations,”
says Julie Williams, Executive Vice President oFAdand the Home Partnership Foundation.
“Rather than identify specific initiatives that tReundation was interested in, we looked for the
areas of activity that were critical to the stat@Hhis responsiveness to community needs has led
the Foundation to focus its efforts on supportingl®rs and related services, preventing
evictions, encouraging asset-building and educatiad developing affordable workforce
housing.

Developing the Home Partnership Foundation as @ep@endent nonprofit opened the door to
several new or expanded funding opportunities. B8Hc)(3), the Foundation is eligible to
apply for grants and other private foundation paogs not available to a quasi-public entity like
IHFA. In addition, potential individual and corpteadonors receive the tax advantages
associated with charitable giving, increasing ttieaetiveness of the Foundation as a
philanthropic vehicle. Finally, financial awards degby the Foundation to local housing
programs can help generate additional money byigiraya portion of the matching dollars
required by many Federal funding programs. Assaltewithin its first five years, the Home
Partnership Foundation acquired $3.4 million ireésand allocated $2.5 million to low-income
households and organizations.

The Foundation emphasizes flexibility in the fatewolving community needs, and this
orientation is evident in the diversity of its aties. Examples of sponsored projects include:

The Avenues for Hope Housing Challenge — This innovative fundraising campaign
encourages housing-related nonprofits to soliatadions through a dedicated website
during a specific period of time over the tradifbwinter holiday season. Organizations
receive cash prizes ranging from $500 - $5,000doeiving the most donations before
the end of November, the most donations over $2% tlae most donations over $100. To
track their charity-of-choice, donors can view afiree “Leaderboard” that shows each
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participating organization, the number and amodialomations received and current
prize eligibility. In addition to motivating incread donations through competition,
Foundation staff view this campaign as a critical for cultivating younger donors who
are less likely to participate in traditional fuaghiing events. According to Williams, “It's
a longer path because these are not large donpiswe think relationships and
outcomes are the main ways younger people wilb&statheir future philanthropy
practices and giving patterns.” In its first yettie Avenues for Hope Housing Challenge
raised over $46,000 for participating programs @aweived a 2012 Apex Award for
excellence in campaign communication.

Moscow Home Equity Partnership Fund — This collaborative project was established to
provide access to housing for critical service veoskin an expensive real estate market.
The Foundation’s Home Equity Partnership Programabéished and committed to the
long-term management of a trust for the communfityloscow, Idaho to which the
developer of the Green Acre subdivision and otbeallbusinesses made tax-deductible
donations. Next, qualified homebuyers making lbas t100 percent of median area
income and employed within the county applied faditional financing to purchase a
Green Acres home, with funds from the trust (uf36,000) being used to cover the
difference between the purchase price and whatulger could afford to pay.
Homeowners will not be required to pay back thisssdy unless the house is later sold
for a profit, at which point the trust receives treginal investment plus a percentage of
appreciation equal to the percentage of the origiisgount provided. For example, if a
buyer received money from the trust equal to 12g@rof the purchase price of the
home, this original amount plus 12 percent of {hereciated sales price would be paid
back into the trust for the benefit of a future euyFuture buyers must comply with the
gualification requirements but are not restriciegurchasing homes within the Green
Acres subdivision. More than $500,000 has beenritanéd to the trust and this money
has been used to provide over twenty families aittaverage subsidy of $25,000
towards the purchase of a home.

Self-Sufficiency and Asset Building Program — Through this program, families receive
financial education and case management as welh@suragement to save through a
program that matches their savings dollar-for-aallato $2,000. This money can then
be used towards a down payment for a house orpopiag for educational expenses.
Over 100 people have participated in this prognateiving a combined total of over
$64,000 in matching funds. “We have been very sssfaéworking with private
foundations to fund home-owner education and thianga matching program,” says
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Executive Vice President Williams, “That’s beenygratifying from our perspective
and certainly for the families who have particighte

When the Home Partnership Foundation was starteel Jdaho Housing and Finance
Association provided the initial staffing and firtgad support to manage legal requirements,
create marketing materials, develop community gastmps and overall administer the program.
Although IHFA continues to provide office spacepemise and in-kind support, the Foundation
hired a full-time Development Director in 2009. IMfeadership considers this dedicated staff
role as critical to the development of the Fouratafor at least two reasons. First, bringing
someone in with experience in corporate fundraibiag significantly increased the
organization’s ability to successfully compete joivate foundation dollars as well as individual
donations through programs such as the Avenudddpe Campaign. Second, IHFA recognizes
the importance of providing a “face” for the Foutida, someone who can be its representative
within the community and develop relationships vatanizations, donors and community
leaders. “Otherwise, you become simply a name walssite, asking people to give money,”
says Williams. In addition to the Development Dicecthe Foundation also has a seven-
member board that meets quarterly and assistshetthdecision-making and fund-raising.

Not surprisingly, the Home Partnership Foundatias taced some challenges due to the recent
economic downturn. Despite the generosity of Idesidents, donations inevitably decline
during a recession and that can be particularficdit for a young organization. Further, the
recession has acted as a “double-edged sword” my haaho communities, with real estate costs
becoming more affordable at the same time thabpgortunities have become scarce. As a
result, little development is currently occurrimgthe Home Equity Partnership Fund program
and the overall asset portfolio has grown more kldan originally anticipated. However,
despite these setbacks, the Foundation has codtiouexpand its outreach and programming
activities. Over the next several years, effort$ @ made to further increase the organization’s
visibility, expand fundraising efforts and devekbye resources necessary to further support the
continuum of housing services, from emergency shethrough home ownership. “There’s no
shortage of need for our funds,” says Williams, “Wéed to build our assets.”

Idaho Housing and Finance Association is an indégeinfinancial institution and administrator
of Idaho’s affordable housing resources. Estabtiskethe Idaho Housing Agency in 1972,
IHFA’s mission is to “improve lives and strengthielaho communities by expanding housing
opportunities, building self-sufficiency and fostey economic development.” The organization
pursues this mission by administering a wide aafdyousing programs and services related to
homelessness, transitional housing, rental assst&iomeowner education, counseling, and
mortgage services as well as financing, developmpegervation and oversight of diverse
affordable housing projects throughout the state.
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Case Study: Public Service Electric and Gas CompaB¥&G) Residential Multifamily
Housing Program

New boilers, thermostats and high-efficiency redfregors were recently installed at New
Community Corporation’s Douglas Homes, a 16-steniar housing development in Newark,
New Jersey. In addition to improving residents’ lgyaf life, the upfront cost of these upgrades
were funded by PSE&G’s Residential Multifamily Howg Program and are expected to reduce
the building’s annual energy bill by about $55,@@0 year. “It's definitely a win-win situation

for both the owners and tenants,” said Hugh Stogéyex Gen Technologies, who served as
energy auditor on this project.

PSE&G is New Jersey’s largest gas and electrigyytdervicing 1.8 million gas customers and
2.2 million electric customers in over 300 commigsit In the summer of 2008, the Governor’s
staff facilitated a conversation between PSE&G amdmber of diverse stakeholders that
resulted in the development of PSE&G’s Residemialtifamily Housing Program, to address
market barriers that often prevent owners of afibid housing developments from participating
in traditional energy efficiency programs. Thisarsimportant issue because slim operating
margins and a limited ability to raise rents oftead to deferred maintenance, deteriorating
conditions, inefficient energy usage and highetsts multifamily housing. Yet, owners rarely
have the up-front capital necessary to cover eneffigiency upgrades and are generally unable
and/or reluctant to take on additional debt. Irergg/ears, these issues have been further
exacerbated by economic recession and high enesgy.c

To respond to this need, PSE&G worked with the Nergsey Housing and Mortgage Finance
Agency (NJHMFA) to develop the Residential MultifdyrHousing Program. For qualified
applicants, this program pays all upfront costsefoergy efficiency improvements, including
assessment, engineering, design, architectural,\vegtipment costs, construction and
installation. There is no upper cap on projectsbsicause “we want the customer to get the
benefit of comprehensive energy efficiency measstllation, as long as it meets our payback
requirements and is cost-effective,” says PSE&GIBtbManager Susan Lacey Ringhof. In
addition, PSE&G offers a participation incentive &portion of the total cost based on the
measures to be installed. For example, a projebtt avprojected 15-year payback would
typically receive a PSE&G incentive “buy down” @ven years, resulting in a payback of only
eight years for the customer. As a result, theageowner is charged for only 30-35 percent of
the total costs for the project, and the ownerst c®repaid on the customer’'s monthly PSE&G
bill, interest free, over a period of over ten ywefor NJHMFA mortgaged properties and five
years for Non-NJHMFA projects. The program was glesil so that the owner’s share of the
cost of the energy efficiency upgrades should geifstantly offset by the cost-savings
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recognized as a direct result of the energy eficyaupgrades. As a result of the upfront project
funding, program incentives and on-bill repaymé&nihghof reports, the Residential Multifamily
Housing Program “has required very little marketife program pretty much sells itself.”

This program is supported through ratepayer fusds eéharge on PSE&G customer utility bills,
and participation is open to owners of multifanblyildings with at least five living units who

are PSE&G utility customers in good standing. Rerfee was initially given to NJHMFA
financed (mortgaged) affordable housing developsjdrdwever the program now serves all
multifamily housing. Interested owners submit agheipage application that includes detailed
information about their multifamily facility; itokcation and mechanical/electrical systems as
well as ownership, management and financing infeionawhich is used by PSE&G to
determine program eligibility. Once a project hagmaccepted into the program, a free energy
audit of the facility and current systems andélated energy usage is completed by qualified
engineering professionals hired by PSE&G. The Imgidwner receives a detailed written
report of the findings and recommended upgradd® rilost frequent recommendations include
installation of new boilers, CFL lighting, prograrabie thermostats, high efficiency
refrigerators, and low-flow showerheads as welledested upgrades to the building’s ventilation,
heating, cooling, and energy recovery systems.

Once the owner decides to proceed with the pradjeetproposed plan and projected project
costs must be approved by PSE&G (and by NJHMFANfHHMFA managed properties). Next,
engineering analyses are conducted, final deci@omsnade about the work to be performed and
bid-ready documents are provided to the building@wThis step has been identified as key to
moving projects forward into the construction anstallation phases by ensuring that proposed
upgrades have been appropriately vetted for cdsttefeness and, at the same time, providing
the customer with the technical assistance neaxeffitiently solicit contractor bids.

As work is completed, PSE&G provides payment tolihdding owner who, in turn, is
responsible for paying their contractor. Initialilge Multifamily Housing Program had a
structured payment schedule, with one third ofrtlemey released prior to construction, one
third half way through the project, and one thirden the completed job passed a final
inspection. However, Ringhof states, “In the cowfdelivering the program, we faced some
challenges where the payment structure wouldn’essarily reflect milestones that the
contractor would reach and it wasn't really as pecatas it needed to be in terms of getting the
payment out the door to match construction schedubes a result, the program has since been
modified to provide an initial payment of approxims 30% of the project cost, a second
payment of approximately 50% of the project cogtgctv can be made in a series of smaller
amounts as needed to accommodate the work scheddle, final payment for the balance of
the project cost totaling approximately 20%.
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To date, 506 buildings have been enrolled in tlog@m and an additional 105 buildings are
currently under application review. The timelie project participation can often be long,
perhaps up to 24 months, from the time of the @ogapplication, to the energy audit,
engineering phase, contractor bidding, equipmesi¢rang, etc. As of the Fall of 2012, four
projects had been fully completed and were in @payment phase. An impact evaluation is
being conducted to measure program results ardhesdsiled to be completed by year-end 2013.
However, engineering projections as well as cdstéf’eness and payback screening for each
project suggest that this program offers a promgisiodel for improving living conditions and
energy efficiency within multifamily facilities whe simultaneously supporting over-arching
economic development and sustainability goals. ayghof, “This is a very, very popular
program that serves an important market sector.”
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Case Study: Baptist Valley East Sewer Project

Located in the southwest corner of Virginia, thenof Tazewell is home to 4,627 residents.
Tazewell County’s median household income is |eras $36,000 per year, and over 16 percent
of the population lives below the poverty line (quared to approximately 10 percent statewide).
Further, although home ownership rates in this Aguggaan-designated county are slightly
higher than the state average, the median valtleesé owner-occupied units is only $80,200
(compared to $255,100 for Virginia as a whole).

Until recently, nearly 500 families living in theaBtist Valley region to the north of Tazewell
were not connected to the town’s wastewater systestead, these households relied on private
septic systems which did not function effectivelyedo local soil conditions and resulted in
increased contamination of the nearby Clinch Valleyershed. This situation further
exacerbated Tazewell’s problems by reducing resstiguality of life as well as opportunities

for economic development and residential growth.

Although the Baptist Valley East Sewer Projectafily began in October 2009, efforts to raise
the estimated 10.1 million dollars necessary toete the work started much earlier. Since at
least 1992, the Tazewell County Public Service Atitit was pushing for a large-scale
infrastructure upgrade in this region, includingeleping planning documents, writing grant
applications and organizing a series of public imgarand community meetings to build local
support. “People may want water and sewer serbigienot necessarily be ready to pay a water
and sewer bill,” said Larry Wallace, Virginia Std&eogram Director for the Southeast Rural
Community Assistance Project. “It takes time tgohtblem understand it's worth the extra cost.”
Financing for the project eventually combined manfegm six funding sources, including
grants and loans originating at the local, statefaderal levels:

* A $4,634,378 loan from the Virginia Department ofviEonmental Quality—Clean Water
Revolving Loan Fund, which was developed to prowddenewable source of low
interest loans for publicly-owned wastewater systentis fund was initially financed
through a grant from the State Revolving Fund Géigation Grant Program established
by the Federal Water Quality Act of 1987, whichuregd a 20 percent state match on all
Federal dollars. Since then, the fund has invested $2.5 billion in projects throughout
Virginia. Although the State Water Control Boardf§icially responsible for this fund,
the Department of Environmental Quality provideg-ttaday management and the
Virginia Resources Authority serves as financiahager of the fund. Loan payments are
delayed until one year after the project has beempteted and, in addition, Tazewell
County was able to negotiate a zero interest lagntd the financial conditions within
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the area and the impact of the current waste di@osangements on the local
watershed. “You can't beat a deal where it is 28®years at 0 percent interest,” said
Bill Rasnick, Chairman of the Tazewell County Boafdsupervisors.

* A $4,000,000 grant from the Department of EnvirontabQuality as part of the
American Recovery and Reinvestment Act of 2009h@digh Baptist Valley was
selected for this funding in part because of tledgyence given to “shovel-ready”
projects, qualifying for the funding required attasnute push by the Tazewell County
Public Service Authority to obtain 640 outstandaagements to provide the necessary
right-of-way for the new sewer line prior to thendUf"' deadline. “I have never had to get
that many easements in that short a period of tisgégd Jim Spencer, Tazewell County
administrator. To get it done, a two-day easemssgrably line was established by the
Public Service Authority staff and the county at®y to work with local residents to
process the necessary paperwork.

* A $927,300 construction grant from the SoutherreRiwVatershed Enhancement
Program, which receives state funding through Vilags Water Quality Improvement
Fund. Founded under Virginia’s 1997 Water Qualmptovement Act, this fund
provides grants to local governments for pollufwavention, reduction, and control
programs. To finance this, the Code of Virginigskates that the fund will receive “10
percent of the annual general fund revenue caliestthat are in excess of the official
estimates in the general appropriation act andet®emt of any unrestricted and
uncommitted general fund balance at the close df &acal year whose reappropriation
is not required in the general appropriation act.”

Additional funding included a $450,000 loan prodd®y the Tazewell County Board of
Supervisors to cover the cost of obtaining the ssmey right-of-ways; a $100,000 grant from the
Southwest Virginia Water/Wastewater Fund which ireeappropriations from the General
Assembly to finance projects deemed high priordgdal on the water needs of the region; and a
$50,000 Facilities Development Grant provided bytS8east Rural Community Assistance and
funded through the Virginia Department of Housimgl &ommunity Development. “You have

to be real creative to string all this funding tthge,” said Wallace, commenting on both the
Baptist Valley project and rural water projectganeral, “And the money is only getting

tighter.”

Despite some weather-related delays, the BaptibeWw&ewer Project was completed in
September, 2011. “It is always good to see a prag@me to a completion and provide the
service we are anticipating,” said Tazewell Coupiyplic Service Authority Administrator,
Dahmon Ball. The new sewer system has the captacggrve up to 760 families and, to
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encourage residents to connect to the new systeniublic Service Authority Board
temporarily reduced the tap fee from $700 to $285hwusehold.

This project is just one example of this agenc¥fsres to improve water and sewer services
within their region. “No matter how big or how siinile project is, the Tazewell County Public
Service Authority has always tried to zealouslyksieeding for capital project for folks who
need water and sewer services,” said Spencer.rdsult, over the past 20 years, this office has
been awarded over $85 million, $50 million in gsaahd $35 million in low-interest loans.
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