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EXECUTIVE SUMMARY

The George Washington region (Planning District 16) has had the fastest growing
regional population in the Commonwealth from 1990 through 2007. Over this time period, the
rapid expansion of the Washington DC metropolitan economy generated significant demand
for workers that relocated to the metropolitan area. Many of these workers chose to purchase
a more affordable home in the GW region (as compared to the higher priced homes in
Northern Virginia communities) and accept a longer commute. Rapid growth in federal
government spending, following the terrorist attacks of 9/11/2001, accelerated the pace of
regional economic growth and contributed to a significant run-up in housing prices. Many
private developers tried to capitalize on the rapid appreciation in prices and built many
speculative homes, waiting for buyer demand to materialize. By the 3" quarter of 20086, the
hot housing market began to cool and in 2007 and 2008, the slumping national and regional
economy and housing market led to a crisis in home foreclosures which has had dramatic
impact on many Northern Virginia communities, including portions of the GW region.

In 2006, the regional concern over housing affordability for low- and moderate- income
workers, including public school teachers, police, firemen and other public sector workers, led
the Rappahannock Area Development Commission (RADCO) to identify affordable housing as
one of the top six issues in the adopted regional strategic plan. Similarly, the regional
community needs assessment prepared by the Rappahannock Area United Way identified
affordable housing as one of the three top issues in the region.

In December 2007, the GWRC Board created an Affordable Housing Task Force
(AHTF) comprised of representatives from various community non-profit organizations
involved with the housing issue, as well as business sector representatives from real estate,
mortgage lending and housing construction. The AHTF began meeting on a bi-weekly basis
in February 2008 and is issuing this preliminary report with findings and recommendations for
the consideration of the GWRC Board and its member local governments.

Findings:

1. Demand for “affordable housing” for workers in the Washington metropolitan area has
spurred population growth and demand for housing in the GW region for many years and
contributed to rapid price inflation from 2000-2006.

2. The decline in the housing market associated with the economic downturn of 2006 and the
credit crisis of 2007 and 2008 has caused a precipitous decline in housing values in the GW
region and an increase in the number of “distressed” properties in or approaching foreclosure.

3. Unlike older and larger metropolitan areas, the GW region does not have the supply of
older “urban row” or townhouse properties or other moderate density concentrations of
dilapidated housing that exist in older larger urban areas which for those areas represent a
significant opportunity for affordable housing-oriented neighborhood and housing
redevelopment projects which are eligible for community redevelopment funding under the
Community Development Block Grant Program and similar public funding sources.

4. The GW region has a network of non-profit agencies (e.g. Rappahannock Area United
Way, Rappahannock Area Agency on Aging, Greater Fredericksburg Habitat for Humanity,
Central Virginia Housing Coalition, Housing Opportunities Made Economical, Project Faith
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and other faith-based organizations) interested in or directly involved with the provision of
affordable housing and counseling individuals on managing credit and home ownership
issues.

5. Suburban and rural counties’ in the GW region are less competitive for conventional State
CDBG programs due to their relative community affluence, fiscal capacity, and smaller
numbers of low-income minority populations.

6. The GW region does not have a large inventory of older rental properties which might
serve low- and moderate-income clients & has not experienced the growth in higher-density
rental housing stock experienced by other more urbanized areas which might serve this
clientele. Between 2000 -2006, over 90 percent of all residential building permits issued in the
Region were for detached single-family & duplex units.

7. Housing prices in the Region experienced rapid price escalation from 2000 — 2006 and
then precipitous price drops in 2007 and 2008.

8. Home foreclosures have seen a significant increase in the Region over the last 18 months,
contributing to a decline of neighborhood home valuations, reduced property tax revenues for
local governments, a curtailment of some public services and a potential increased liability for
local governments’ to maintain abandoned/foreclosed properties. Moreover, concentrations of
foreclosed properties have generated concern about neighborhood blight and associated
social costs.

9. Affordable housing providers in the Region have difficulty increasing the supply due to a
number of factors, including:

¢ the high cost of land within the more urbanized portions of the Region,

e therising cost of construction materials, fuel, construction financing and labor,

e the limited amount of land with appropriate zoning and urban services for higher-
density affordable housing projects,

e “nimby” (i.e. “not in my backyard”) reactions from neighborhood groups in response
to affordable housing project proposals,

e increasing cost of complying with federal, state and local development (i.e. planning
and zoning) and environmental regulations; and,

e added cost associated with delays in project reviews due to budgetary cuts and
reductions in force of local development review staffs.

10. Other local governments in Northern Virginia and other hard-hit Virginia metropolitan
areas are organizing and implementing housing programs to make foreclosure properties
affordable for the low- to moderate-income and workforce population.

11. AHTF members view a regional program to capitalize on the inventory of real-estate
owned (REO) foreclosure properties held by banks and mortgage companies as a way to
galvanize the community to meet a regional need and use the “buying power” of a regional
program to negotiate bulk purchases of properties to be renovated and re-sold to persons that
need an “affordable” home. AHTF members believe this program can be developed with
modest “seed” funding from local governments by working with existing non-profit housing
organizations in the Region and the lending institutions that hold a significant portfolio of REO
properties in the Region. Local government seed investments in the program can be
recovered from the proceeds of future refurbished property sales.
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Recommendations:

A. The GWRC AHTF recommends to the GWRC and local governments the
consideration and adoption of a Memorandum of Understanding that confirms the
intent and resolve of local governments in the GW region to support and promote
solutions to address the affordable housing problem.

Revised Memorandum of Understanding
Among the Principal Localities of Planning District 16
Regarding Affordable Housing

We, the undersigned elected officials representing the Counties of Stafford, Spotsylvania, King George,
Caroline and the City of Fredericksburg, acknowledge the need for affordable housing within our
Region and are therefore dedicated to addressing this problem on a local and regional basis.
Therefore, we will cooperate and work with the George Washington Regional Commission’s Affordable
Housing Task Force to:

1. Ascertain the degree of need for affordable housing within each locality;

2. Work with the community non-profit organizations, and the private sector to help find
affordable housing solutions;

3. Evaluate the local and regional need for affordable housing in local and regional
comprehensive plans as required by the Code of Virginia (§15.2-2223)" and consider
the development of a Regional Housing Plan;

4. Consider, upon the recommendation of the GWRC, such programs as:

a. The “Foreclosure Sale by Region” (FSBR) program recommended by the
Affordable Housing Task Force, and

b. Regional coordination of local Community Development Block Grant (CDBG)
applications to the Virginia Department of Housing and Community Development
for federal CDBG foreclosure assistance and foreclosure prevention counseling
funds;

5. Ensure accessibility issues are addressed in workforce housing;

6. Explore avenues of financing such as grants, low interest loans, and bonds through
local, state and national housing and lending organizations for affordable housing
throughout the Region;

7. Solicit local citizen and business community input and educate citizens on workforce
housing issues; and

8. Consider Task Force recommendations as related to local ordinances and zoning.

L“The plan shall include: the designation of areas and implementation of measures for the construction,
rehabilitation and maintenance of affordable housing, which is sufficient to meet the current and future needs of
residents of all levels of income in the locality while considering the current and future needs of the planning district
within which the locality is situated.” Code of Virginia (815.2-2223)
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B. The AHTF proposes a regionally-organized foreclosure acquisition program that could:

1. assist banks that have foreclosed on residential properties in the Region to liquidate these
properties from their inventory,

2. renovate and remodel foreclosure properties to modernize, repair and incorporate universal
design components for consumer accessibility,

3. assist local home buyers that fall within the 30 — 80% of area median income to qualify for
these foreclosure properties,

4. educate low- and moderate-income home buyers on credit and budget management, home
maintenance and other relevant topics to ensure sustainable home ownership, and

5. build a regional equity position in the public interest to preserve this affordable housing
inventory by retaining a second deed of trust on properties transferred through this
program.

C. Following an affirmation of the regional commitment to address the affordable housing
issue, AHTF members view it as critical to implement a visible affordable housing
initiative to gain credibility and help relieve pent-up demand for an affordable housing
product. AHTF is proposing the “Foreclosure Sale by Region (FSBR) Program” and
has prepared a Powerpoint presentation to explain the basic components of this
program.

D. AHTF members and GWRC staff envision an exploration of all outside sources of
“seed” and planning funds to help the “4-R Foreclosure Program” be successful. The
goal would be to establish a program with minimal, if any, public funding support that is
accessible to local governments’ employees in search of affordable workforce housing.

E. To be successful ultimately, localities will have to make a financial investment to this
effort to better position local governments in the Region to obtain state and federal
support, to secure matching grants, start up money for programs, etc. Such
investments will relieve pressure on local budgets, provide a more productive
workforce with stronger ties to the community, and provide for a safer community
where emergency and police personnel can afford to live in the communities they
serve.

F. Where possible, local governments need to work on a regional approach as there are
now indications from both state and federal officials that future program funding will
more likely be granted to regional efforts as opposed to local ones.
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A. Introduction

A principle concern of residents and local governments in the GW region is the ability of low
and moderate income residents to afford and sustain housing. While the Fredericksburg Area
Continuum of Care addresses the needs of the Region's homeless population, the GWRC Affordable
Housing Task Force (AHTF) turned its attention to a different range of housing consumers. In
particular, the AHTF focused on the local public servant work force, such as public school teachers,
police and firefighters, etc.; and low- to moderate-income workers, such as service and retail sector
workers earning minimum to moderate wage, and fixed-income residents, such as the elderly and
disabled.

With the rapid rise in population looking for affordable housing in the George Washington
Region over the last decade or more, there has been a corresponding rise in housing prices and real
estate taxes to support additional services in demand from the growing population. Local workforce
groups have had difficulty affording the housing expenses required for renting or homeownership
without compromising other necessary expenses for food, clothing, transportation and medical needs.
Affordable housing is generally defined to be not more than 30% of gross income, and low to moderate
income renters and home owners are generally considered to be between 30-80% of area median
income (AMI) level.

The demand for inexpensive or affordable housing in the Washington DC metropolitan area has
lead to increased sprawl into our exurban area and a related increase in real estate taxes to support the
additional services, roads and schools. Without thoughtful “smart growth” planning, there will be
increased taxes and transportation problems for all residents, including the low and moderate-income
residents who can least afford it.

The recent nationwide tightening of mortgage credit and escalating mortgage payments have
lead to unaffordable mortgages, foreclosures, and rent increases. These problems, that impacted
many low and moderate-income households, also present opportunities for first time homebuyers and
for planners attempting to control the frantic rate of new development.

B. GWRC Regional Strategic Plan: Affordable Housing Issue

The Regional Strategic Plan adopted by the Rappahannock Area Development Commission
(later re-chartered as the George Washington Regional Commission) on September 18, 2006, identifies
affordable housing as one of six important regional issues and provides the following program guidance
statements.

Affordable Housing

Goal: Develop a better understanding of the housing affordability issues that are impacting the
Region, including the Region’s workforce.

Objective #1: Identify, assemble and make available local and regional data that provides a tool or
tools to accurately assess the changes in housing affordability.

Strategy #1: Work with state, regional and local agencies to develop an annual assessment that
appropriate authorities accept as an accurate affordability assessment tool for the GW Region.

Objective #2: Identify “best practices” to appropriately impact housing affordability for local workers,
assemble and make available that information to member localities and to local and regional
entities concerned with housing.

Strategy #1: Work with appropriate sources to research best practices in Virginia and other
states and regularly report that information to member localities.

Strateqy#2: Convene a subcommittee to review “best practices” information and determine
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other data needed concerning improving home ownership opportunities and assessing the
mix of housing across the Region; as appropriate the subcommittee may make
recommendations to the Commission.

The Fredericksburg Area United Way published its 2007 Needs Assessment report in October 2007.
The Executive Summary of this report identifies the top three “Very High’ Potential Priorities for
Action” which included Affordable Housing.

“Affordable Housing. Community leaders rated affordable housing as the top overall
priority for the region and the need to address this issue was validated by the household
survey. For example, 13% of the residents surveyed, which equates to approximately 13,000
households, indicated that they had trouble affording a home; 10% (or approximately 10,000
households) indicated that they had missed utility payments during the past year because they
could not afford to pay the bill. Among residents who currently rent their home, problems with
affordable housing were more severe. More than one-third (36%) of those surveyed who rent
their home indicated that they were having problems affording a home in the area and 27%
had missed a utility payment during the past year because they could not afford to pay the bill.
The high cost of housing in the region may also be contributing to problems with overcrowding.
Eleven percent (11%) of those surveyed, which equates to approximately 11,000 households,
thought overcrowding in homes was a “major” problem in their neighborhood.”

C. Definition of Affordable Housing

There has been considerable discussion by the Task Force on what the regional definition of
“Affordable Housing” should be. These discussions have been consistent with community findings
throughout the United States and Canada that there is a “Continuum for Affordable Housing” which
covers a diverse population of shelter needs in every community. This continuum is graphically
illustrated in Table 1. The housing continuum can be stratified by the income of the client in need of
housing and the housing market inventory further segmented by the supply of new housing options
versus the preservation, restoration and enhancement of existing housing supply.

Table 1. Identification of Affordable Housing Market, by Income Segment

Less than 30% of 30% to 50% of 50% to 80%
Median Income Median Income of Median Income
Housing
Actions Low-Moderate
Emergency | Supportive Affordable Income Moderate - Middle
Shelters Housing Rental Homeownership Income Housing
Production coc coc CVHC GUAIS i RELEN CVHC & USDA
for Humanity
. . CVHC & Habitat CVHC &
Preservation cocC cocC Faith-based for Humanity Habitat for Humanity

Source: Developed by GWRC staff from Smart Growth BC, Review of Best Practices in Affordable Housing, 20072 and input from
Task Force members. Note: COC = Fredericksburg Area Continuum of Care.

The Task Force’s focus on the households earning under 80 percent of area median income is
consistent with federal policy for housing programs administered by the U.S. Department of Housing
and Urban Development (HUD). As noted in the City of Fredericksburg’s Consolidated Plan (2005),
“The eligibility threshold for such programs, as defined by HUD, is not the poverty level but persons and
families whose household income is 80 percent of the area median income or below.” The Task
Force concluded that the primary focus of regional effort to address housing affordability needed to be
placed on programs to address the needs of households within the 30 — 80 percent of area median

2 Smart GrowthBC, 314-402 W Pender St, Vancouver, British Columbia V6B 1T6 T 604.915.5234 F 604.915.5236
http://www.smartgrowth.bc.ca
3 City of Fredericksburg, Consolidated Plan, 2005, page 2.
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income, reserving the extremely low income population to be served by programs promoted by the
Regional Continuum of Care committee, lead by the City’s Planning Department staff.

Within the GW region, the provision of affordable housing providers based on household income breaks
down as follows:

0 - 30% of AMI: Homeless shelters, Bragg Hill, City CDBG support
30 - 50% of AMI: Habitat for Humanity, USDA and CVHC programs, City CDBG support
50 - 80% of AMI: CHVC and USDA
80 — 100% of AMI: Tri-Cord, Crown Homes

Elected officials of local governments tend to frame the affordable housing definition around the
needs of public service workers (e.g. teachers, firemen, police, etc.) for affordable housing. Community
non-profit housing advocates view the continuum more broadly, including other persons that, due to
constraints on income or income-earning potential, have difficulty finding and/or affording market rate
housing, particularly as rising home values drive up the tax burden to own a home. This broader
definition would include various other public and private workers in low wage earning jobs, still
important to the stability of the local economy (e.g. cashiers, bank tellers, restaurant waiters, etc.)

Task Force members agreed to exclude from the regional affordable housing definition the
“homeless” population inasmuch as these needs are already being addressed through the
Fredericksburg Continuum of Care plan. As a result, the focus of the AHTF effort and the operational
definition of “affordable housing” has been the housing needs of those from 30% to 80% below median
income as shown in Table 1 above.

Task Force-Adopted Mission Statement:

“Working regionally to promote and recommend programs to ensure adequate
affordable housing for the Region’s workforce using the resources available
including governmental, private, and non-profit.”

D. Study Methodology

1) Identify the need: Study the population trends, household income, demographics, and affordable
housing availability to determine the supply and demand.

2) Determine current resources available: Explore the local, state and federal resources for the use to
create affordable housing in the area, or to assist families and/or individuals with low- to moderate-
income to purchase or rent housing suitable to meet their needs.

3) Determine local resources/programs that have the highest and best use to meet the most urgent
needs of low-income families in the area; then determine long-range programs to help create the supply
in the long-term.

4) Community awareness/involvement: Explore areas/programs that the community leaders and
corporations and/or individuals could assist in providing affordable housing

E. Regional Market Overview
1. Land Use & Zoning Patterns

GWRC staffed compiled and presented to the AHTF a series of regional maps (see Figures 1-4) which
portray existing land use patterns, locations of apartment complexes in the Region, current locally-
zoned areas for higher-density residential use. The limited existing supply of multi-family apartment
units in the Region, coupled with limitations on the density allowed for residential zoning and the cost of
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impact fees and development proffers, has created a housing market where inflation has pushed
affordable rental housing more out of reach of the average low- to moderate- income and entry-level
and average worker in many sectors.

2. Review of Existing Local Affordable Housing Policies

The Code of Virginia (8§ 15.2-2223. Comprehensive plan to be prepared and adopted; scope and
purpose.) was amended in 2003 to require that:

“The plan shall include: the designation of areas and implementation of measures for the
construction, rehabilitation and maintenance of affordable housing, which is sufficient to meet
the current and future needs of residents of all levels of income in the locality while considering
the current and future needs of the planning district within which the locality is situated.”

Local governments’ response throughout the GW region to this Code requirement to address the
affordable housing issue varies considerably, even though all plans have been or are currently being
amended since the 2003 Code amendment.

City of Fredericksburg
The recently-adopted (9/25/2007) Comprehensive Plan for the City of Fredericksburg states:

“Another increasingly important issue in Fredericksburg is the scarcity of housing
opportunities that are affordable to the City’s workforce. The supply of
moderately priced housing within the City is becoming inadequate. A significant
proportion of new housing developments today are priced above the affordable
range that many young families, retired and elderly persons, female heads of
households, and lower income households can afford. The availability of housing
that is safe, sound, affordable, and accessible is a critical factor that impacts the
community in many ways. The lack of adequate housing can cause problems for
retention of local employees, can limit opportunities for homeownership and wealth
creation, can result in regional commuting patterns that create traffic problems, and
generally lowers a community’s quality of life.” (emphasis added)

In response, the City’'s Comprehensive Plan lays out a series of goals, policies and initiatives to
increase the supply of and accessibility to adequate affordable housing. Through the City’s
participation as an entitlement community in the U.S. Department of Housing and Urban Development’s
(HUD) Community Block Grant Program (CDBG), the City is proactively attempting to address its
housing concerns (see discussion of City Consolidated Plan later in this report).
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Caroline County

Chapter 2 of the County’s Comprehensive Plan defines a vision for the County’s development. The
Plan states: “Attainment of this vision will be supported by the following planning principles:

o Encourage residential development that meets the housing needs of County
residents at all income levels as well as providing a range of home site areas and
a variety of housing styles.”

The housing-related goals, objectives and strategies articulated by the Plan include:
Land Use

“Goal: To guide the future development in the County to areas that are efficiently served by public
facilities by preserving the rural features and the quality of life.”

“Objective: Provide for a variety of land uses so as to allow for a diversity of housing unit types and
employment opportunities.

“Strategy 1: Permit low, medium, and high density residential development in appropriate amounts
and locations in the primary and secondary growth areas.”

Housing

“Goal: Encourage and maintain an adequate supply of safe and affordable housing, that provides a
choice of location, style and cost.

“Obijective: Facilitate housing opportunities for low and moderate income residents.

“Strategy 1: Complete an inventory of housing stock within the County to determine housing
needs.”

“Strategy 2: Encourage the development of planned residential neighborhoods within the primary
growth areas which offer a variety of housing types.”

“Strategy 3: Provide an adequate supply of buildable and properly zoned land to encourage
residential development.

“Strategy 4: Ensure that the scale and density of new development is compatible with adjacent land
uses.”

“Strategy 5: Ensure that the scale and density of new development is compatible with
available or planned public facilities.”

King George County
The King George County Comprehensive Plan was updated and adopted in 2006. While the Plan

contains no analysis of housing affordability in the County or the Planning District (as required under
Virginia Code), the Plan’s Housing Goals provide that:

“a. Provide for a full range of housing choices for all income groups, families of various sizes,
seniors, and persons with special challenges.

b. Promote the preservation of the County's existing housing stock through housing
rehabilitation resources to maintain the affordable housing that already exists in the
community.
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c. Facilitate the creation of a reasonable proportion of the County's housing as affordable
units through additional homeownership opportunities for individuals and families earning
between 60% and 80% of area median income and affordable apartments for individuals and
families earning up to 60% of the area median income.

d. Strive for innovation and partnerships in the creation of model ordinances, policies, and
programs in the area of providing expanding housing opportunities for low- and moderate
income persons.

e. Facilitate the affordable housing activities of other entities within the County, including
construction of affordable housing units, rehabilitation of existing housing, homeownership
training, and marketing of assistance programs.” (emphasis added)

The County’s Comprehensive Plan does not address the trend in housing price inflation from 2000-
2006 (nor the more-recent decline in housing prices since the peak in housing prices in 2006%). The
County Plan offers no specific program strategies to increase the supply of affordable housing in the
County, even though the County has partnered with Project Faith in the development of affordable
housing with universal design to accommodate persons with disabilities.

Spotsylvania County

The Spotsylvania County Comprehensive Plan has been undergoing a major update for the last couple
years. The draft Plan does more than the other comprehensive plans in the GW region to review
housing supply and affordability, noting the downturn in the local housing market from mid-2006
through 2007. The Spotsylvania County Plan advocates the adoption of a County definition for housing
affordability as:

“...housing available to a household earning 100% or less of area median income, adjusted for
family size, which can be rented or purchased for a monthly payment of no more than 30% of
household income. Using 2006 data from the Census Bureau, and the methodology outlined
above, this is a house that costs less than $201,125, or rent of less than $1,557 per month for
a household unit (three bedrooms or more). For individuals, an affordable condominium is one
that costs less than $97,847, or rent of less than $756 per month (two bedrooms or fewer).”

The Spotsylvania County Plan provides no findings on the supply of affordable housing in the
County or the remainder of Planning District 16, other than to note that: “...the (rental) vacancy
rate is considered very tight and restrictive indicating a market exists for a greater supply of rental
apartments, particularly affordable apartments.”

Stafford County

The Stafford County Comprehensive Plan has also been undergoing a major update for the last few
years, with the most recent draft update published for public review on September 17, 2008. The
Goals, Objectives and Policies section of the proposed draft plan contains the following affordable
housing-related provisions, a much expanded statement on affordable housing than in earlier drafts of
the Plan:

“Goal 5. Promote affordable and quality housing.

Objective 5.1. Identify need for and potential solutions to creating affordable housing.
Policy 5.1.1. Establish an Affordable Housing Taskforce with community stakeholders.
Policy 5.1.2. Incorporate standards for affordable housing into Levels of Service Standards.

Objective 5.2. Identify opportunities for private/public partnerships to increase the stock of affordable housing.

* The Free Lance Star, “Housing prices in two-year dive”, April 14, 2008, found at:
http://fredericksburg.com/News/FLS/2008/042008/04142008/370600
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Policy 5.2.1. Create land-use incentives for private development of affordable housing.

Policy 5.2.2. Identify publicly-owned properties that could be redeveloped as public housing for public
employees.

Objective 5.3. Promote housing opportunities for all income ranges and ages, including housing for the elderly,
handicapped, low-income, workforce, and executive housing.

Policy 5.3.1. Neighborhoods should include a mix of housing types and have access to local services,
infrastructure, community facilities and employment opportunities.

Policy 5.3.2. Affordable housing will be encouraged, but not limited to, Urban Development Areas and
Urban Residential Areas, as designated on the Land Use Plan.

Policy 5.3.3. Development and redevelopment proposals should promote housing choices for those who
own or rent, and where residents have the opportunity of a decent home at an affordable price that
promotes opportunity and a better quality of life in a secure and attractive environment.

Policy 5.3.4. Housing should include universal design features and communities should include pedestrian
facilities that are appropriately designed and well lit for safe accessibility.

Policy 5.3.5. The County shall promote the conservation of stable neighborhoods, revitalization of older
neighborhoods, and maintenance of quality housing and property values.”®

The Appendix of the draft Comprehensive Plan has an affordable housing study which was prepared for
the Plan Steering Committee which appears on pages 209 — 216 of the Draft Plan. Among the ways to
promote affordable housing, this section includes:

1.

Nookwd

B o

11.

12.

What Other Communities Have Done To Address the Problem:

Affordable Housing Ordinance requires a percentage of new development to include affordable housing
units. This ordinance must include incentives for developers or it actually increases the cost of housing
instead of reducing it.

Forgive cash proffers on affordable housing units

Density bonus for entire development that includes pre-determined number of Affordable Housing Units
Reduction of building regulations on Affordable Housing Units

Cash Proffers for Affordable Housing for Rezoning

Dedicating One Cent From Property Taxes to Address Funding of Affordable Housing

Participate in Partnerships with Business Community and Other Stakeholders to establish a non-profit entity
to purchase and manage sale of affordable housing units

Use of County Owned Surplus Land To Contribute To Affordable Housing Units

Seek Major Employer Contributions To Affordable Housing Fund

Access the number of Affordable Housing Units currently in your community and take steps to conserve
those units.

Fully Explore Federal Programs such as:

Set up Affordable Housing Taskforce with community stakeholders to determine what steps listed above will
work for locality.

Source: Stafford County, Draft Comprehensive Plan Update, Appendix, page 215- 216

® Stafford County Draft Comprehensive Plan, September 17, 2008, “Chapter 2 - The Foundation for the Future
(Goals, Objectives, and Policies)”, pages 37-38 (as numbered in the Plan).

GE#:RGE
WASHINGTON

REGIONAL

18

COMMISSION




GWRC staff note that Item 11 above (i.e. “Explore Federal Programs”) is incomplete, with no detail on such
current programs as the federal foreclosure assistance program and other federal housing programs
available to the County through the Virginia Department of Housing and Community Development.

3. Summary of Existing Local Government Affordable Housing Programs

The City of Fredericksburg is the only jurisdiction in the Region with a governmentally-sponsored
housing program as well as a stated policy to address affordable housing. In addition, Fredericksburg has
been designated an “entittlement community” by the U.S. Department of Housing and Urban Development
which directs the City to help meet community development needs. The City’s housing efforts are
documented and guided by the federally-required Consolidated Plan.

Excerpts from: City of Fredericksburg Consolidated Plan (Adopted by City Council May 10, 2005)

“The City of Fredericksburg is a designated central city within the Washington-Baltimore, DC-MD-VA-WV
Combined Metropolitan Statistical Area (CMSA). This designation, made in 1993 (OMB Bulletin No. 93-05),
elevated the City to the status of an entittement community under the Community Development Block Grant
(CDBG) program. Title | of the National Affordable Housing Act requires local governments applying for this
and other direct assistance from the U.S. Department of Housing and Urban Development (HUD) to provide a
comprehensive community development plan, called the Consolidated Plan.

The City’s Consolidated Plan is developed with active citizen participation and serves as the City's application
for federal funds. This document examines housing and homeless needs, analyzes the existing housing
market (City-wide as well as by neighborhood), sets out a five-year strategic plan, and establishes community
development priorities. Annual Action Plans are subsequently developed for each year of this five-year
document. Individual action plans also provide a basis for assessing the City's performance. Once in place, the
Consolidated Plan provides guidance for the City's communit(}/ development investment decisions that are
coordinated and consistent with public concerns and needs.”

MEETING HOUSING NEEDS ANALYSIS

“The declining level of homeownership in Fredericksburg has been a significant housing trend for several
decades. According to the 2000 Census only 35.6 percent of Fredericksburg’s households own their own
home. Homeownership levels during preceding decades were 37.3 percent in 1970, 40.9 percent in 1980, and
50.9 percent in 1990. A detailed analysis of homeownership trends reveals that African-American residents
have only a 31.8 percent incidence of homeownership, so there is no real disparity between white and black
residents. On the other hand, only 6.3 percent of the City's Hispanic residents are homeowners.

Between 1980 and 1990, local housing values increased 115 percent, from an average of $48,700 to
$104,900. The 2000 Census shows that the average price of a house in Fredericksburg now exceeds
$135,800. Income levels have not always increased at the same rate, however, with the result that many
families find it exceedingly difficult to be able to afford a home in their own community. Housing development
during the past 30 years has responded to this market demand. Most new housing in Fredericksburg has been
multi-family. By 1990, 58 percent of the City’s housing units were multi-family units. A more diverse mix of
housing development, however, has arrested this trend and multi-family units had only increased to 59 percent
of the overall housing stock by the 2000 Census. Housing units available to low-income households is still
limited, though. According to the 2000 Census, the majority of vacant housing units for sale or rent are beyond
the means of low-income households.

The age and condition of the local housing stock has provided CDBG program development. Approximately
one-fourth of Fredericksburg's housing units were built prior to 1940. While many of these units are historic
dwellings that contribute significantly to the overall charm and attractiveness of the City, the maintenance
requirements of older homes can be substantial. In instances where the occupants are unable to perform the
appropriate maintenance, housing conditions can deteriorate to substandard levels very quickly and threaten
the health and safety of the occupants. In addition, substandard housing units that must be abandoned
represent losses from the local affordable housing stock.

The low-income status of many residents precludes housing improvements without public assistance. For
example, 55.9 percent of extremely low-income owner-occupied households have a housing cost burden in
excess of 30 percent of income. 41.9 percent of extremely low income homeowners have a cost burden in

® City of Fredericksburg Consolidated Plan, May 10, 2005, p. 8.



excess of 50 percent of income. Low-income owner-occupied households with a cost burden in excess of 30
percent of income is also high at 48.6 percent.

The elderly population stands out as a group in the extremely low-income owner category with a 53.6 percent
incidence of housing cost burden in excess of 30 percent of income. Because most of the houses in need of
repairs are occupied by extremely low-income households, there is very little likelihood of owner-occupants
being able to repay much of a rehabilitation loan. As a result, almost the entire rehabilitation cost must be
borne by public funds. The obvious consequence is that a large amount of funding will be necessary to carry
out a strategy to upgrade sub-standard housing.

Owner-occupied houses are not the only ones in need of repairs, though. According to the 2000 Census, there
are 5,138 rental units in Fredericksburg. Although many of these units are in well-maintained apartment
complexes, this number still represents 64.5 percent of all housing in the City. Furthermore, 1,568 of the rental
households (30.4 percent of all renters) are considered extremely low-income (30 percent of area median or
below). Of these households, 74.2 percent have housing problems (overcrowded, physically inadequate,
and/or too expensive for the household income). Within this category of renters, nearly every Hispanic
household experiences housing problems, with the potential of a language barrier when trying to address such
problems.

In addition to the high number of extremely low income renter households (30.4 percent of all City renters),
there are 1,204 renter households that are considered low income (between 30 and 50 percent of area
median). This number represents 23.4 percent of all City renters. The cumulative total of extremely low income
and low income renter households exceeds 50 percent of all city renters. Clearly, there is a need to address
the condition of rental properties, not only to ensure decent living conditions for their occupants, but to also
compliment the ongoing neighborhood conservation and home ownership programs. The City’s CDBG funds,
however, are limited. Frequently, although the rental units are occupied by low income renters, the properties
are income-producing for their owners. As a consequence, the City of Fredericksburg can develop a program
to effectively address their condition without having to use limited CDBG resources.”

STRATEGY

“An aggressive affordable housing strategy will help maintain the ratio of owner-occupied units, while helping
to provide housing that is affordable to low to moderate income families. The City will promote homeownership
through direct assistance. This subsidy will be in the form of downpayment assistance or payment of specific
closing costs. A mortgage lender will still be needed to provide conventional mortgage financing. This program
will enhance existing neighborhoods by filling in vacant lots when new houses are constructed, stabilize the
community with long-term residents, and increase the affordable housing stock.

Furthermore, this activity will relieve some pressure on the rental market. The targeted categories of renters
are those households which can reasonably be expected to qualify for a mortgage, with CDBG assistance.

Fredericksburg has a comprehensive policy of neighborhood conservation that recognizes the interrelationship
of both human and physical resources in developing strong, livable communities. Established neighborhoods
benefit from a strong base of homeowners and existing housing needs to be maintained, to ensure continued
safety and habitability. The City will provide an ongoing Emergency Home Repair Program to rehabilitate low-
income, owner-occupied units. The bulk of this activity will occur in predominantly low income minority
neighborhoods, because that is where the identified need is greatest, but qualifying households city-wide will
be eligible to participate.

The City will also assist the disAbility Resource Center to modify houses to meet handicapped occupant needs
as well as adapt houses to ensure continued independent living for elderly and frail elderly persons.

The strategy analysis indicates that a large number of elderly households have a housing cost burden in
excess of 30 percent of income. The City's Emergency Home Repair Program will help to meet the needs of
this segment of the population. The City will also coordinate with other agencies to maximize the impact of any
other housing rehabilitation opportunities. The targeted categories of owners, in Table 2A, are those
households most in need of CDBG assistance.

The City will also provide a Rental Property Inspection Program, consistent with the Code of Virginia, to ensure
that the affordable housing that is not owner-occupied will still be maintained in a safe and sanitary condition.”®

! City of Fredericksburg Consolidated Plan (2005) page
8 Ibid, pages 100-101
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ASSISTED HOUSING

“The City of Fredericksburg does not have any public housing. On the other hand, there is a large amount of
privately-owned subsidized housing as well as the Housing Choice Voucher Program administered by the
Central Virginia Housing Coalition

SUBSIDIZED HOUSING

Much of the area'’s assisted housing inventory is located in Fredericksburg. Such housing is limited, though,
and the waiting lists for available housing are quite long. The Central Virginia Housing Coalition has
established the following preferences, in order of priority, for their applicants:

1. Living or working in Fredericksburg, Stafford or Spotsylvania
2. Head of household, co-head of household, spouse, or sole resident with a disability
3. Homeless at the time of admission on the waiting list

The specific inventory of assisted housing follows:

Housing Choice Voucher Program

The Central Virginia Housing Coalition currently administers 202 rental assistance vouchers. All City Housing
Choice Voucher Program assistance is tenant-based. The demand for this program is intense, so any vacancy
is very quickly filled. The breakdown of these vouchers, by unit size, is shown in Table 2A. Twenty-five
additional vouchers are designated for mentally handicapped-mentally retarded (MH/MR) persons. The
breakdown of these certificates/vouchers, by unit size, is shown in Table 2B.

Table 2A. Vouchers by No. of Bedrooms Table 2B. MH/MR Vouchers by No. of Bedrooms
Number of Rooms Units NUmb R Onit
0 bedroom (efficiency) 2 Umber of Rooms nits

0 bedroom (efficiency) 1
1 bedroom 28 1 bed 11
2 bedroom 107 ecroom

2 bedroom 12
3 bedroom 76 3bed 1
4 bedroom 6 T telroom 5
5 bedroom 1 ota
Total 202

Because of the over-whelming need, there are rarely any unused Housing Choice vouchers. Stafford and
Spotsylvania Counties have also developed Housing Choice Voucher programs to help meet area needs.
These jurisdictions provide rental assistance to 231 and 297 households, respectively. These growing
programs have helped to avoid concentrating disproportionate numbers of low-income households in the
City.

Subsidized Housing Developments
Federal low-interest mortgage programs have been used in Fredericksburg to provide 525 housing units that
are affordable to low and moderate income families. Specific multi-family projects are as follows:

Forest Village - Section 236 project. Hazel Hill - Section 236 project. Vacancy rate
Vacancy rate averages 3 percent. Four averages less than 1 percent. No handicapped
handicapped accessible units available. accessible units.

Number of Rooms | Units Number of Rooms | Units

1 bedroom 61 1 bedroom 24

2 bedroom 114 2 bedroom 89

3 bedroom 16 3 bedroom 30

4 bedroom 0 4 bedroom 4

5 bedroom 1 Total 147

Total 192

(121 are Housing Choice)

Heritage Park - Section 236 project. Vacancy
rate averages 2 percent. No handicapped

Mill Park Terrace - Section 202, elderly accessible units.
project. Vacancy rate is O percent. Number of Rooms | Units
1 bedroom 0
Number of Rooms Units 2 bedroom 130
1 bedroom (100%) 129 3 bedroom 72
Handicapped accessible 12 Total 202

(128 are Housing Choice)
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In addition to actual subsidized units, there are other apartment developments whose funding agreements call
for a percentage of their units to be reserved for low and moderate income households. Typically, the
percentage of units thus reserved is 20 or 40 percent of the total units. The income limitation for the
households which occupy these units is no more than 60 percent of the area median income. Through these
programs, there are over 600 additional units available in Fredericksburg that have what are called
“affordability restrictions”.

Because Fredericksburg is part of the Washington D.C. Metropolitan Statistical Area, however, the 60 percent
threshold is very high for local conditions. Consequently, these units are not necessarily occupied by low-
income households. A survey of the applicable apartment complexes shows that property managers easily
fulfill their 20 or 40 percent obligation for units occupied by households at

60 percent of area median or below. In fact, some complexes have 100 percent of their units occupied by
qualifying households. As a consequence, the need for low-income housing remains acute.”

IMPLEMENTATION

“The funding reasonably expected to be available to address affordable housing is a combination of public and
private funding. The public contribution will include CDBG funds in the amount of approximately $150,000 per
year, for an approximate total of $750,000, over a five year period. This figure is contingent, however, on
Federal appropriations and CDBG formula allocations.

This level of funding will provide for homeownership assistance and emergency home repairs. Home-
ownership assistance, in the form of down-payment and/or closing cost assistance, can be provided to
approximately 3 families per year for a five year total of approximately 15 families. Emergency home repair
assistagc?ocan be provided to approximately 10 households per year for a five year total of 50 families
assisted.”

4. Regional Housing Market Trends

Regional Housing Stock Compaosition by Number of Units in Structure, 2000-2006

The Region’s housing market has seen a dramatic growth spurt in the last 7 years since the last
decennial census. From a year 2000 base of 89,331 housing units (see Table 3), the Region’s housing

supply has grown by 32 percent (see Tables 4 and 5). With the exception of the City of Fredericksburg, the

percentage increase in single family housing (represented by the number of single-family building permits
issued is quite consistent among the counties, with building activity in King George County showing a
slightly higher percentage increase (42.3%) than the other counties which all experienced 33 -36 percent

growth. The “current” estimated housing inventory and comparative numbers of households in each housing
type in 2007 is estimated in Table 6.

Table 3. Housing Stock Inventory, 2000

Single- Family Duplex Structures w/ Structures Manufactured
Units* Units 3-4 Units w/ 5+ Units Housing Total Units
Caroline 7,559 45 111 86 1,088 8,889
King George 5,311 102 187 351 869 6,820
Spotsylvania 28,776 111 266 1,717 2,459 33,329
Stafford 27,487 149 439 1,889 1,441 31,405
Fredericksburg 4,366 410 405 3,655 52 8,888
GW REGION 73,499 817 1,408 7,698 5,909 89,331

Single family category includes 1 unit, both attached and detached, and boat, RV and van housing options

Table 4. Percentage Change in Housing Stock, 2000-2006, by Units in Structure

Single- Duplex Structures w/ Structures w/ Manufactured Total

Jurisdiction Family Units Units 3-4 Units 5+ Units Housing Units
Caroline 33.7% 13.3% 24.3% 0.0% 1.1% 29.1%
King George 42.3% 21.6% 2.1% 12.3% 2.4% 34.3%
Spotsylvania 36.4% 0.0% 0.0% 48.8% 1.1% 34.0%
Stafford 33.9% 102.0% 0.9% 91.7% 0.0% 35.7%
Fredericksburg 25.7% 0.0% 0.0% 0.0% 0.0% 12.6%
GW REGION 35.0% 22.0% 2.5% 34.0% 1.0% 32.0%

o Ibid, pages 71-72.
10 Ibid, page 94.
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Table 5. Residential Building Permit Activity Trends, 2000-2006

2000 - 2006 CUMULATIVE ANNUAL BUILDING PERMITS ISSUED

Single Family Duplex Structures Structures w/ 5+ Manufactured Total
Jurisdiction Units Units w/ 3-4 Units Units Housing Units
Caroline 2,544 6 27 0 12 2,158
King George 2,247 22 4 43 21 2,009
Spotsylvania 10,481 0 0 838 27 10,053
Stafford 9,311 152 4 1,733 0 10,326
Fredericksburg 1,120 0 0 0 0 842
GWRC 25,703 180 35 2,614 60 25,388

2000 - 2006 AVERAGE ANNUAL BUILDING PERMITS ISSUED
Single- Duplex Structures Structures Manufactured

Jurisdiction Family Units Units w/ 3-4 Units w/ 5+ Units Housing Total Units
Caroline 363 1 4 0 2 432
King George 321 3 1 6 3 390
Spotsylvania 1,497 0 0 120 4 1,891
Stafford 1,330 22 1 248 0 1,867
Fredericksburg 160 0 0 0 0 187
GWRC 3,672 26 5 373 9 4,765

Source: Calculated by GWRC staff from data appearing above in Tables 11A and 11B from building permit data
reported by local governments to the US Census Bureau’s Construction Division.

Table 6. 2007 Estimated Housing Stock & Households, by Number of Units in Structure

. . . Structures w/ Structures Manufactured .
Single Family Duplex Units 3-4 Units With 5+ Units Housing 2007 Total Units
AREA
. . . . . . Vacancy
Units Hshlds Units Hshlds Units Hshlds Units Hshlds Units Hshlds Units Rate Hshlds

Caroline 10,103 9,212 51 51 138 137 86 69 1,100 993 11,478 9.60% 10,461
King George 7,558 6,953 124 115 191 162 394 330 890 818 9,157 8.72% 8,380
Spotsylvania 39,257 36,784 111 103 266 247 2,555 2,146 2,486 2,462 44,675* 7.04% 41,743
Stafford 36,798 35,326 301 277 443 427 3,622 3,441 1,441 1,352 42,605* 4.32% 40,823
Fredericksburg 5,486 5,091 410 345 405 387 3,655 3,273 52 110 10,008 8.69% 9,207
GWRC 99,202 94,052 997 875 1,443 1,358 10,312 9,055 5,969 5,704 117,923 6.58% 110,614

Source: GWRC staff estimates, based on 2000 Census data, 2005 American Community Survey data reported by US Census
Bureau, building permits issued by local governments as reported by the US Census Bureau’ Construction Division. *2006 ACS total
housing stock estimate for Spotsylvania Co = 43,544 (with 4.97% vacant) and 2006 ACS total housing stock estimate for Stafford Co =
41,791 (with 4.9% vacant). Note: Claritas, Inc. estimate for 2007 regional housing stock = 117,165 or 0.65 percent less than GWRC
estimate.

Trends in Regional Housing Market Sales Transactions

Along with strong growth in housing supply between 2000 and 2006, the Region’s housing market
mirrored national, state and metropolitan trends, showing a fairly rapid increase in housing sales prices (see
Table 7). In unadjusted dollar value terms, the average price of a sold home in the GW region increased
from $151,527 in 2000 to $361,111 in 2006. In constant 2000 dollars, the average 2006 sold price of a
home was $308,449, representing a 103.6 percent increase over the average price in 2000, and far out-
stripping income growth over the same period. Even as average sale and listing prices continued to rise,
the volume of sale transactions (including both new and used homes) continued to grow steadily until 2006,
when the total number of sale transactions dropped by nearly 29 percent, more in line with resale volumes
seen in 2001-2002.

While housing market prices in the Region were heating up steadily, the average time units for sale
remained on the market dropped precipitously from 2000 through 2002 (declining 66 percent over this time
period) when average time on the market for sold units leveled off for four consecutive years to around 30-
35 days. Another indication of the abrupt change in the housing market in 2006 was the rise that year in
the average time on the market for sold units, increasing by 145 percent to 76 days and returning to a sales
pace more like the more languid 2000-2001 housing market era.
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Table 7. Home Sales Trends in GW Region, 2000-2006

Sales Indicator

Annual Regional MLS Home Sales

2000 2001 2002 2003 2004 2005 2006
Total Sold Dollar
Volume: $586,407,682 | $788,117,899 | $1,021,306,098 $1,348,291,662 $1,900,571,355 $2,550,868,664 | $1,861,890,236
(Current Dollars)
Average (Mean)
Sold Price: (Current $151,527 $167,720 $193,907 $227,867 $274,371 $351,795 $361,111
Dollars)
Median Sold Price:
(Current Dollars) $139,500 $151,000 $174,900 $205,500 $250,000 $325,000 $332,250
Total Units Sold: 3,870 4,699 5,267 5,917 6,927 7,251 5,156
Average Days on Market: 90 60 34 34 34 31 76
Average List Price
for Sold Units: $155,279 $170,739 $273,228 $231,868 $277,998 $357,135 $378,531
(Current Dollars)
Avg Sale Price as a
percentage of Avg List 97.58% 98.23% 70.97% 98.27% 98.70% 98.50% 95.40%
Price

Source: Compiled by GWRC staff from MLS market data provided by Metropolitan Regional Informations Systems, Inc, “MLS Resale Data”, found on-line
at http://www.mris.com/reports/stats/yearly reti.cfm

5. Overview of Affordable Housing Problem in GW Region

The National Low-Income Housing Coalition (NLIHC) recently published the annual Out of Reach' report
which is described as follows on the organization’s website:

“Despite the emphasis on homeownership and the marginalization of renters, renter
households still make up fully one-third of the households in the United States — more
than 36 million households. Out of Reach is a side-by-side comparison of wages and
rents in every county, Metropolitan Area (MSAs/HMFAs), combined non-metropolitan
area and state in the United States. For each jurisdiction, the report calculates the
amount of money a household must earn in order to afford a rental unit at a range of
sizes (0, 1, 2, 3, and 4 bedrooms) at the area’s Fair Market Rent (FMR), based on the
generally accepted affordability standard of paying no more than 30% of income for
housing costs. From these calculations the hourly wage a worker must earn to afford
the FMR for a two-bedroom home is derived. This figure is the Housing Wage."12

Households by tenure data for 2000 to 2006 indicate a significant growth in the number of
households in the Region (26.7% increase), with an even greater increase (31.6%) in the share of the
households that are renter-occupied. Much of this increase is expected to have occurred in Stafford County
and, to a lesser extent, King George County (see Table 8)

Table 8. Estimated Trends in Total and Rental Household Change by Locality, 2000-2006

Total Renter Tot;el-rlgigteﬁfolds Estimated Estimated Percent of
Households Households That are Renters Total Renter Total Households
(2000) (2000) (2000) Households Households That are Renters
(2006) (2006) (2006)
Caroline Co. 8,021 1,442 18% 9,004+ 1,620* 17.9%**
City of Fredericksburg 8,102 5,226 65% 8,176* 5,311* 64.9%**
King George Co. 6,091 1,716 28% 7,777 2,176* 27.9%**
Spotsylvania Co. 31,308 5,572 18% 41,381 7.542 18.2%
Stafford Co. 30,187 5,856 19% 39,741 9,430 23.7%
GW Region (PD 16) 83,709 19,812 24% 106,079 26,079 24.6%

Sources: National Low-Income Housing Coalition, Out of Reach, 2007-2008; US Bureau of Census, American Community Survey
(ACS); *GWRC, State of the Region Report, 2007. ** Pct of households that are renters estimated by GWRC based on the rate of
change, 2000-2006, in rental rate reported for Virginia in Census Bureau ACS data.

! See http://www.nlihc.org/oor/oor2008/ Selected Out of Reach data tables for the GW region are presented and discussed herein.

12 National Low-Income Housing Coalition, Out of Reach, 2007-2008, found at: http://www.nlihc.org/oor/oor2008/

GE#:RGE
WASHINGTON

REGIONAL COMMISSION

24




Table 9. Estimated Changes, 2000-2008, Fair Market Rent (FMR) by No. of Bedrooms & 2008 Area Median Income

% change from % change from | % change from 2000 % change from % change from Annual Monthly
2000 base rentto | 2000 base rentto | base rent to 2008 2000 base rent to 2000 base rent to Area Median Area Median
2008 FMR for zero | 2008 FMR for one FMR for 2008 FMR for 2008 FMR for Income (AMI) Income (AMI)
bedroom bedroom two bedroom three bedroom four bedroom 2008 2008

Caroline Co 34.4% 34.3% 34.5% 34.5% 34.6% $69,300 $5,775
Fredericksburg City 45.4% 45.5% 45.5% 45.5% 45.4% $99,000 $8,250
King George Co 30.6% 30.5% 30.5% 30.5% 30.5% $71,800 $5,983
Spotsylvania Co 45.4% 45.5% 45.5% 45.5% 45.4% $99,000 $8,250
Stafford Co 45.4% 45.5% 45.5% 45.5% 45.4% $99,000 $8,250

Source: lbid. Fair Market Rent and Area Median Income estimates developed annual by US Dept of Housing & Urban Development

Table 10. “Affordable” Rent Scenarios based on Income Source

Rent “affordable” at Rent' afford_aple wi Re?‘t affordable w/ Rent affordable
S full-time minimum full-time mean renter S
median income . : to SSI recipient
wage job wage job
Caroline Co $1,733 $304 $548 $191
City of
Fredericksburg $2,475 $304 $681 $191
King George Co $1,795 $304 $943 $191
Spotsylvania Co $2,475 $304 $584 $191
Stafford Co $2,475 $304 $592 $191
Source: lbid.

Table 11. Income Required for Affordable Home Ownership based on No. of Bedrooms

Income Income
Income needed Income needed Income needed
needed to needed to
afford to afford afford to afford to afford
0 bdrm EMR 1 bdrm FMR 2 bdrm EMR 3 bdrm FMR 4 bdrm FMR
Home Home Home

Home Home
Caroline Co $28,760 $31,160 $34,800 $46,440 $55,440
Fredericksburg City $41,000 $46,720 $52,960 $68,320 $89,400
King George Co $24,440 $24,480 $29,440 $42,800 $44,080
Spotsylvania Co $41,000 $46,720 $52,960 $68,320 $89,400
Stafford Co $41,000 $46,720 $52,960 $68,320 $89,400

Source: Ibid.

Table 12. Percent of Area Median Income (AMI) for Home Affordability by No. of Bedrooms

Percent of AMI Percent of AMI Percent of AMI Percent of AMI Percent of AMI

needed to afford needed to afford needed to afford needed to afford needed to afford

0 bedroom FMR 1 bedroom FMR 2 bedroom FMR 3 bedroom FMR 4 bedroom FMR

Home Home Home Home Home
Caroline Co 42% 45% 50% 67% 80%
Fredericksburg City 41% 47% 53% 69% 90%
King George Co 34% 34% 41% 60% 61%
Spotsylvania Co 41% 47% 53% 69% 90%
Stafford Co 41% 47% 53% 69% 90%
Source: Ibid.

Table 12 illustrates that compared to the “rule of thumb” in the housing industry (i.e. that a unit is “affordable” if
the financing cost is no more than 30 percent of total household income), all rental housing options in the region exceed
30 percent of the area median income (AMI).

Table 13. “Housing Wage” Needed to Afford FMR Home, by No. of Bedrooms
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Housing Wage Housing Wage Housing Wage Housing Wage Housing Wage
for for for for for
0 bedroom FMR 1 bedroom FMR 2 bedroom FMR 3 bedroom FMR | 4 bedroom FMR
Home Home Home Home Home
Caroline Co $13.83 $14.98 $16.73 $22.33 $26.65
Fredericksburg city $19.71 $22.46 $25.46 $32.85 $42.98
King George Co $11.75 $11.77 $14.15 $20.58 $21.19
Spotsylvania Co $19.71 $22.46 $25.46 $32.85 $42.98
Stafford Co $19.71 $22.46 $25.46 $32.85 $42.98
Source: lbid.
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Table 14.

Full-Time Jobs Needed at Mean Renter Wage to Afford FMR Home, by No. of Bedrooms

Full-time jobs at | Full-time jobs at Full-time jobs at Full-time jobs at Full-time jobs at Estimated
mean renter mean renter mean renter mean renter mean renter percent of
wage needed to | wage needed to wage needed to wage needed to wage needed to renters unable
afford afford afford afford afford to afford
0 bdrm FMR 1 bdrm FMR 2 bdrm FMR 3 bdrm FMR 4 bdrm FMR 2 bdrm FMR
Caroline Co 1.3 14 1.6 2.1 25 48%
Fredericksburg City 15 1.7 1.9 2.5 3.3 69%
King George Co 0.7 0.7 0.8 11 1.2 31%
Spotsylvania Co 1.8 2.0 2.3 2.9 3.8 52%
Stafford Co 17 2.0 2.2 2.9 3.8 46%
Source: lbid.

Table 15 illustrates the shortfall in the GW region between average monthly earnings and newly-hired
worker earnings for many sectors where more affordable workforce housing is in strong demand (e.g.
Educational Services, Health Care and Social Assistance, and Public Administration; as well as
Accommodation and Food Services and Other Services). In the most extreme example, the average hotel
and food service sector worker only earns between 24 and 48 percent of the average wage necessary to

afford a 2 bedroom fair market rate housing unit.

Table 15. Comparison of Monthly Earnings for Selected Sectors for Total & Newly-Hired Employees with
Affordable Housing Wage for 2 Bedroom Fair Market Rate Housing.

Health Care & Accommodations Other Services
TstiOtr: 2007 Fdurational:services Social Assistance & Food Services {except Public Admin) Rublic Administration
Avg Monthly | Avg Mew Hire | Awg Monthly | Awvg Mew Hire | Awg Morthly | &wg Mewe Hire | Awg Monthly  Avg Mews Hire | Avg Monthly | Avg Mew Hire | Avg Manthly Avg Mew Hire

Earnings Morthly Earnings Earnings Morthly Earnings Earnings harithly Esrnings Earnings Marithly Esrnings Earnings Marithly Esrnings Earnings Morthly Earnings
Caraline F2 616 §1,769 §2,245 o2 2,33 1,910 §1,405 746 1,997 §1,862 §2,320 1,963
King George 4,245 $4.671 $2,294 F7E9 $2,385 $1,701 $1,082 $7o6 $1,500 $E55 $2,663 $1,579
Spotsylvania $2,850 $1,993 $2,707 $909 $2,868 $2,079 $1,181 $a30 $2,434 $2,000 $3,248 $2,728
Stafford $3,313 §2.275 §2 699 1,799 §2 444 §1.479 §1,225 Faa0 2,185 §1,836 3,557 $2,793
Frederickshurg $2,978 $1,944 $2,399 $1,376 $3,467 $2,440 $1,199 $938 $2,552 $1,389 $3,334 $2,429
Source: US Census Bureau, Local Employment Iynamics: Industry Focus, found at:  http:lehd.did.census.gov

Affardable Affordable Affardable Atfardable Atfordable Affardable
Housing YWage Housing WWage Housing Wage Housing YWage Housing Wage Housing YWage
for 2 Bt FRR for 2 Birtn MR for 2 Bertn FMR for 2 Brtm FMR for 2 Bdrtn FMR for 2 Bertn FMR
Caraline 2800 2,900 2,500 $2,900 $2,900 2,900
King George F4,413 4,413 4,413 4,413 4,413 4,413
Spotaylvanis $2,453 52,453 2,453 $2,453 $2,453 $2,453
Stafford 4,413 F4,413 F4,413 4,413 4,413 F4,413
Frederickshurg F4,413 4,413 $4,413 $4,413 $4,413 4,413
Source: Hational Low-Income Housing Coalition, Out of Beach, 2008
Ay Monthly | Awvg Mew Hire | Awg Monthly | Awvg Mew Hire | Awg Monthly | &vg Mewe Hire | &vg Monthly | Aeeg Mewe Hire | Avg Monthly | Asvg Mewy Hire | Avg Manthly Ay Mew Hire

Earnings Morthly Earnings Earnings Monthly Earnings Earnings honthly Earnings Earnings haonthly Earnings Earnings haonthly Earnings Earnings Morthly Earnings

Pt of 2 bdrm Housing Wage Pt of 2 bdrim Housing VWage Pt of 2 bdrm Housing VWage Pct of 2 bdrm Housing Wage Pct of 2 badrm Housing Wage Pt of 2 bdrm Housing VWage
Caraline 90.2% 61.0% 7 4% 29.4% G0.4% 65.9% 45.6% 257% G5.9% G4.2% G0.0% 57.7%
King George 96.2% 105.5% 520% 17 4% 54.0% 35.9% 24.5% 17.8% 40.5% 156% 60.3% 42 6%
Spotsylvania 116.2% 81.3% 110.4% FA% 116.9% 84.8% 48.2% 33.8% 99.2% 81.5% 132.4% 111.2%
Stafford Ta1% 21 6% 61.2% 40.5% 25.4% 33.5% 27.8% 20.2% 49.5% 41 6% S0.6% 53.3%
Fredericksburg 57.5% 44.1% 55.0% 31.2% 75.6% 55.3% 27.2% 21.3% 57.5% 42.5% 75.5% 55.0%

Source: Calculated by GWRC staff from above data.

F. Foreclosure Market Analysis

Due to the level of media attention and public concern raised by the surge in foreclosures nationally and
regionally, GWRC staff and the AHTF investigated the foreclosure situation in the GW region. This concern
arises because “The extent of the foreclosure situation has wide-reaching impacts:

The national economy is experiencing stagnant growth as a result of the foreclosure crisis. The

“credit crunch” that followed the first wave of foreclosures has made it difficult for households and
businesses to access credit, which has meant a slowdown in consumer spending and business
investment. Continued turmoil in the financial markets, with several significant federal government
interventions in the capital and mortgage markets, is exacerbating the tightening credit market, making
it more difficult for first-time home buyers without excellent credit to qualify for mortgages.

The budgets of local jurisdictions across the Northern Virginia region are in tightening because:

1) the fall off in residential property tax revenues that has occurred as home values decline and
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2) the decline in general sales tax revenues as higher fuel costs have reduced the average
household’s discretionary income to spend on other goods and services.
Local counties and cities have been challenged to maintain levels of services while confronted with
declining real estate appraisals, reduced building permit fee income, reduced sales tax revenues and
higher fuel-related operating costs.

¢ The well-being of many neighborhoods across the region is at risk as the number of foreclosures
increases. Not only do foreclosures depress neighborhood property values, they also are associated
with increased vandalism, crime, and unhealthful conditions.

¢ Homeowners are affected by foreclosures when they see the value of their homes dropping. If they
want or need to sell, they must compete with much lower priced foreclosed properties, often right in
their neighborhood.

e Potential homebuyers are affected, as well, because of the decrease in the availability of credit.
Many households with less than exceptional credit scores are finding it very difficult to secure a home
mortgage.”**®

Foreclosure data for June 2008 were compiled by GWRC staff from www.foreclosure.com, an on-
line service that tracks and maintains a database of pre-foreclosure (i.e. “short sale transactions”),
foreclosure, For Sale by Owner (i.e. “short sale transactions”) and other resale listings. These data are
summarized in Table 17. A total of 451 active foreclosures were found in the GW Region in June 2008,
with another 89 pre-foreclosure listings and 79 bankruptcy listings. “For Sale by Owner” (FSBO) listings
involving a potential “short sale” added another 64 properties, totaling 683 “distressed” properties.

To determine the recent historical trend and comparative magnitude of the regional foreclosure
problem, the recent analysis of the problem for the Washington DC metropolitan area (which includes
Stafford Co., Spotsylvania Co. and City of Fredericksburg) performed by the Center for Regional Analysis at
George Mason University and reported in “Foreclosures in the Washington DC Region: Evaluating the Scope of the
Crisis” was also reviewed. From the Appendix of this report, the following data for the GW region can be extracted.

Foreclosures by County/City and Sub Area
March 1, 2007 - February 29, 2008

Sub-Area Foreclosures
City of Fredericksburg 48
Spotsylvania County Fredericksburg 462
Partlow 10
Spotsylvania 154
Stafford County Fredericksburg 157
Stafford 332

Source: RealtyTrac, GMU Center for Regional Analysis

While the magnitude of the foreclosure problem in the GW region does not rise to the absolute level
seen in Prince William County and the other large Northern Virginia communities, the impact on local
government budgets and residents of the Region has been felt nevertheless. Given the regional lack of an
established inventory of older medium- and higher-density row homes characteristic of such larger older
cities as Richmond, Alexandria, and Baltimore; the AHTF turned to an examination of the foreclosure
process to determine if the reduction in home valuations for properties in foreclosure could be leveraged
into a regional affordable housing program aimed at:

¢ helping banks and financial institutions liquidate lower-priced inventories of REO properties,

e renovating those properties to enhance their value and marketability, and

o brokering these properties to eligible home buyers in the Region that represent good prospects
for sustainable home ownership.

'3 Source: McClain, John M and Lisa Fowler, “Foreclosures in the Washington DC Region: Evaluating the Scope of the Crisis,”
prepared for the Washington Metropolitan Council of Governments, page 14.
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AHTF members emphasized that the only properties of interest in such a regional program would
be those that have already been taken over by the lender and are affordably priced for qualified buyers.
This regional program would have no intention of displacing existing residents or contributing to the
misfortune of those caught in the foreclosure crisis. However, for such a regional program to be successful,
steps need to be taken to select properties of interest expeditiously, negotiate directly with the lenders for
any possible bulk discounts for a multiple property purchase and acquire the properties before they are
turned over to realtors for marketing. A review of the June 2008 foreclosure listings yields a number of
property listings available for sale for less than $120,000, while the significant majority represent prices
beyond the reach of consumers of affordable workforce housing.

As a result of different foreclosure processes, there is variation in the amount of time that passes
between when a borrower is in default (i.e. 30 days overdue on his mortgage) and when the home goes into
foreclosure. Table 16 below summarizes how long this process can take in Virginia and Table 18 describes
the steps in the conventional foreclosure process in Virginia.

Table 16. Timeframe for Foreclosure Process in Virginia

Time from Time to Remedy Mlnkl)rgtijrze'lr']lme Time from Total tome
Default to (before foreclosure . Public Notice of | from default
. . .. foreclosure notice
Default Notice notice is issued) Sale to sale to sale.
and sale
Virginia 45 days 30 days 14 days 14-28 days ~90 days
Source: Ibid, page 19.
Table 17. Summary of Distressed Property Listings in GW Region (June 2008
Median Sales Median Median Median Median
Jurisdiction Listing Type Listings Price "Z-estimate"” Bedrooms Bathrooms Sq Ft
Caroline Bankruptcy 20 $217,250 $221,000 3 15 1,152
Pre-Foreclosure 8 $299,950 $210,050 3 2.5 1,800
Foreclosure 28 $174,400 $235,500 3 2 1,250
FSBO 6 $185,450 $105,350 3 2 1,200
Total 62
King George Bankruptcy 7 $236,050 3 2 1,360
Pre-Foreclosure 6 $394,900 $198,250 3 2 1,386
Foreclosure 12 $295,450 $289,750 4 2.5 2,018
FSBO 5 $375,000 $304,800 4 3 2,380
Total 30
Spotsylvania Bankruptcy 25 $310,000 $251,000 3 2 1,437
Pre-Foreclosure 33 $284,000 $265,500 3 3 2,069
Foreclosure 191 $215,900 $257,000 3 2 1,741
FSBO 20 $326,000 $275,500 3 3 1,812
Total 269
Stafford Bankruptcy 27 $347,950 $313,000 3 3 2,184
Pre-Foreclosure 37 $225,000 $274,500 3 3 1,925
Foreclosure 206 $249,900 $289,500 3 3 1,932
FSBO 31 $435,000 $376,000 4 3 2,566
Total 301
Fredericksburg Bankruptcy 0 N/A N/A N/A N/A N/A
Pre-Foreclosure 5 N/A $490,000 4 3 2,552
Foreclosure 14 $114,900 $325,600 3 2.5 1,412
FSBO 2 $489,000 N/A 4 4 N/A
Total 21
GW REGION Bankruptcy 79 $284,950 $253,500 3 2 1,604
Pre-Foreclosure 89 $291,975 $274,500 3 3 1,981
Foreclosure 451 $232,800 $271,000 3 3 1,845
FSBO 64 $349,000 $311,000 3 3 2,176
Total 683
Source: Compiled by GWRC staff from www.foreclosure.com
N/A = Not Applicable or Not Reported
28
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Table 18. Foreclosure Process in Virginia

=

el NS

Default Notice
Lender notifies borrower he/she is in violation of terms of mortgage.
Borrower has 30 days to remedy the default and prevent foreclosure.

Foreclosure Notice (“Notice of Sale”)
If borrower does not bring mortgage current, lender notifies borrower of foreclosure sale scheduled for at least 14 days (in VA) from the
notice. Effective July 1, 2008, the Virginia General Assembly extended this notice requirement to 30 days.
Notice of sale must be filed with the recorder of deeds and must be published as a public notice per specific guidelines.

Sale
The home is sold at auction. The auction takes place at the local courthouse.
If no one buys the home, the lender owns the home (i.e a “REO property”).
Lender typically turns REO properties over to realtor to market at distressed prices in order to motivate a quick sale.

If the sale is for less than the amount owed on the mortgage (i.e. a "short sale”), the original borrower continues to owe the lender the
difference.

Source: Modified by GWRC from McClain, John M and Lisa Fowler, “Foreclosures in the Washington DC Region: Evaluating the
Scope of the Crisis,” prepared for the Washington Metropolitan Council of Governments, page 16.

G. Profile of Current Non-Profit Affordable Housing Programs in the GW Region

1. Production

a. Central Virginia Housing Coalition (CVHC): The CVHC is a 501 C(3) non-profit,
charitable organization established in 1988 that addresses housing issues in Planning
District 16 which encompasses the City of Fredericksburg, Spotsylvania, Stafford, King
George, and Caroline Counties.

CVHC serves individuals and families of low to moderate income. CVHC is controlled by a
volunteer Board of Directors, one third of which live in low income areas or qualify as low to
moderate income wage earners. The Coalition opened its doors with an all volunteer staff
and one program. Today CVHC is fully staffed and offers several programs geared towards
homeownership.

b. Greater Fredericksburg Habitat for Humanity (GFHFH): The GFHFH operates in the
City of Fredericksburg and the Counties of Stafford, Spotsylvania and King George. Habitat
for Humanity accepts no government funding, charges no interest to the homeowner and
makes no profit from building with our low-income families.

GFHFH has a large number of families in need, so they try to keep building costs low by
utilizing contributions, donated materials and volunteer labor. Donations come from
individuals, churches, local businesses and corporations. Their volunteers come from every
walk of life from school children, housewives, blue/white-collar workers, professionals to
retirees.

Habitat for Humanity is a Christian-based ministry open to anybody who believes that
everyone deserves a simple, decent and safe place to live and in our goal of eliminating
poverty housing and homelessness in the Greater Fredericksburg area.

c. Housing Opportunities Made Economical (H.O.M.E.): HOME, Inc. is 501 C(3) non-profit,
charitable organization that seeks to provide affordable housing to Virginians with
disabilities through construction, renovation, or out-right purchase. HOME, is a group of
people who believe that we have a responsibility to share the many blessings we have
received and that we should start by helping people find decent, affordable housing. Even
the most seriously disabled person deserves the right to live freely and raise a family in a
decent home. For more information about HOME, call 540.361.7477
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d. Project Faith, Inc.: Project FAITH, Inc. is a not-for-profit charitable housing organization
pursuing a IRS 501 c3 tax exemption designation. Certified by the Commonwealth of
Virginia, Project FAITH is a Community Housing Development Organization (CHDO).

Project FAITH, Inc. is the parent organization to Project FAITH in Action - a volunteer inter-
faith network funded by the Robert Wood Johnson Foundation. Daily volunteers make
available and provide non-medical services to persons with disabilities and elderly of low-
incomes. Services include but are not limited to: transportation to medical appointments
and for recreation, light house cleaning, meal delivery and preparation if needed,
prescription drug and grocery delivery and companionship.

Project FAITH operates with a diverse thirteen-member Board of Directors, and Executive
Director, CPA, and an Advisory Board comprised of various professions to enhance the
capacity of the agency

2. Consumer Credit and Financial Counseling

Central Virginia Housing Coalition:  Counseling programs for affordable housing are
administered in the GW region primarily by the Central Virginia Housing Coalition (CVHC) and
Habitat for Humanity. Richmond-based Housing Opportunities Made Equal (H.O.M.E.) also
operates a statewide housing counseling program.

Housing counseling falls into 3 main areas: foreclosures, consumer credit, and tenancy issues.
Indications of the local need for these counseling programs are reflected in recent statistics on client
traffic (see Table 19)

Table 19. CVHC Counseling Client Traffic, 2"! Quarter 2008

Foreclosures | Consumer Credit | Tenancy Issues
Face-to-face counseling 53 55 41
Phone consultation 27+
Referred to other agencies due

to overload (HOPENow)"* 20 11 4

Source: CVHC e-mail communication, 7/10/2008. Note : The past quarter client traffic was down from
previous quarters. Client traffic is anticipated to spike again with the next A.R.M. rate adjustment in August
2008.

CVHC's Counseling and Education department is expanding to meet the growing needs in the
community. Initially offering one-on-one homeownership counseling and the VHDA Homeowners
Education Classes, the program now includes counseling and group workshops concerning:

Tenant Education,

Credit Counseling,

Financial Management Counseling,

Housing Assistance and Relocation Counseling,
Pre Purchase and Post Purchase Counseling,
Predatory Lending Counseling, and

Loss /Mitigation Counseling.

In addition, the Department handles the Family Self Sufficiency case management for the Voucher
Program and the Housing Choice Voucher Homeownership Program.

The Housing Counselor for Central Virginia Housing has become a Comprehensive Certified
Counselor with the Virginia Association of Housing Counselors in 2008. In addition the
Comprehensive Certified Housing Counselor holds certifications as a Loss/Mitigation Counselor,
certified FSS Coordinator, Certified Money Smart Counselor, Post Purchase Trainer, and a VHDA

“ HOPENOW, found at http://www.hopenow.com/
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Homeownership Education Trainer. By the fall of 2008, the certifications will be complete for
Reverse Mortgage Counseling as well to expand the program to allow elderly homeowners to age
in place.

H. Components of a Successful Affordable Housing Program

The AHTF found that there are three important components to a viable Affordable Housing program,
namely:

e Public education programs focused on consumer credit and home ownership counseling,
¢ Public home mortgage loan, rental voucher and other financial assistance programs, and
o Efforts to facilitate expansion of the affordable housing supply through any means available to
reduce the cost burden and delay involved to comply with federal, state and non-profit program funding
and development guidelines.

These topics were researched by three AHTF Sub-Committees, namely: Best Practices in, Financing

Options for and Impediments to Providing Affordable Housing. The report of each Sub-Committee follows
in the next sections.

Best Practices for Affordable and Workforce Housing®®
Preliminary Report of the GWRC/AHTF Best Practices Sub-Committee

Regions and localities have explored many different ways to address affordable housing needs, with
varying levels of success. Below we discuss some key practices that emerge as promising from national
studies, followed by a brief discussion of the implementation of housing trust funds and inclusionary zoning
at the local level in select Virginia localities.

A. National “Best Practices”

a. Inclusionary Zoning

This is a broad category, but is considered one of the most popular and effective strategies for
increasing the number of affordable units constructed. Localities encourage developers of new units to
make a certain percentage (usually 12-15%) of units affordable, usually in exchange for a density bonus.
There is much variability in how this practice is carried out: some localities make it mandatory, others
voluntary (only if developers want the density bonus), variation in the number of units required to be
affordable, variation in the level of affordability (which % of AMI is targeted), and also whether or not buy-
out options are provided (instead of actually constructing units, developer can pay into a trust fund, donate
land, or build units at another site), now also variability about length of time affordability of units must be
maintained (15-30 years).

A recent study from the Joint Center for Housing Studies finds that although advocates often favor
mandatory policies, it is the rare housing market that won’t scare off developers with such a policy which
can be seen as a tax. Therefore, the voluntary version, with incentives such as density bonuses are
generally more effective at increasing unit creation (Roth 2008).

15
Sources:

Zachary Abrahamson (June 5, 2008) “Affordable Housing More Elusive for Lower Earners In State” Hartford Courant.
American Planning Association (2003) “Regional Approaches to Affordable Housing”

June 3, 2008. “Fight Over Affordable Housing Rules” Hunterdon Review.

Jesse Mitz-Roth (2008). “Long-Term Affordable Housing Strategies in Hot Housing Markets.” Joint Center for Housing
Studies Working Paper, Harvard University.

Washington Area Partnership, “Toolkit for Affordable Housing”

Interviews with officials from Albemarle County, Arlington County and Fairfax County
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b. Other Zoning Issues

In the realm of small steps to make the environment more hospitable to affordable housing, some point
to reducing minimum lot sizes and setbacks. This path has long been pointed to as a way to reduce class
and race segregation of neighborhoods, but is not always welcomed in rural or especially wealthy
communities. While these decisions are made at the local level, some areas have seen agitation at a higher
level, as in Connecticut, where “Home Connecticut” offers localities financial incentives to re-zone land for
high-density developments, especially if they are then used for inclusionary zoning purposes. However,
Home CT has had fewer applicants for this funding in the one year since it has been operational.

c. Expedited Permitting

This has arisen repeatedly in AHTF discussions, and emerges clearly in the Toolkit as a relatively cost-
free action localities can take to push forward affordable housing projects. The example they provide is in
Santa Fe, which expedited permits for project with at least 25% affordable units, and they also
waived/reduced some impact or permit fees.

4. Explicitly Regional Approaches: Fair Share Initiatives

In this approach, the cooperating localities collectively determine what the regional “need” for affordable
housing is, and then allocate a share of this housing “burden” to each participating locale. The rationale is
that this will lead to greater dispersal of affordable housing opportunities, and avoid concentration of
affordable housing in particular areas.

Fair share initiatives have been administered in several different ways; need may be calculated in a
variety of ways; and local governments may be held more or less accountable for their contribution to their
“fair share.” Evaluations of these programs find that those with tougher accountability standards are more
effective at getting housing constructed. But a primary example of such a program, New Jersey, which
makes participation mandatory for localities, is beginning to experience a great deal of resentment by local
governments.

5. Housing Trust Funds

There are many existing models of trust funds. Some are funded at state level (Vermont is well-thought
of here, Connecticut as well), some are more regional (King County, Washington, for example), and there is
advocacy at the federal level. Trust funds come from many different sources: Vermont — state legislature
and real estate property tax transfer fees; King Co, WA — CDBG, municipal contribution, linkage fees; Ohio
— motel/hotel bed tax, % cent sales tax, etc. Regardless of the source, each trust fund uses these monies to
leverage much more funding to enable housing development.

While there is variability in terms of what “strings” are attached to projects using trust fund money,
localities/regions seem to be able to use this as a mechanism for creating housing they really want. For
example, Vermont prioritizes developments that incorporate smart growth principles. Connecticut just
announced funding of 5 new projects from the trust fund, including green building standards, mixed use
developments, housing for people living with AIDS, and housing for low-income elderly residents.

6. Affordable Housing Preservation Programs

There is much less innovation on this front; the key problems identified here are the expiration of
project-based federal subsidies of rental housing, and nothing in the pipeline to replace them, and the
shortage of section 8/rental vouchers. These are formidable problems, but there are still some programs to
preserve folks in their units/preserve the affordability of units, primarily addressing the affordability of owner-
occupied units, through rehabilitation assistance programs.

7. Shared-Equity Approaches

There is increasing discussion about how to maintain the affordability of units --- both rental and
ownership units --- post-production. A common practice for community development corporations and other
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affordable housing developers has been the use of a forgivable loan/holding a second for homebuyers,
usually just to make the home more affordable for the original purchaser, and to discourage flipping or quick
re-sale. Now there is more talk about how to retain the affordability of the unit, so that even when the
original seller moves on, some subsidy can be retained. Shared equity mechanisms (also called equity
recapture or equity retention) seek to keep and grow the subsidy put into the house, while allowing the
purchaser to realize some equity as well.

There are many models of determining shared equity, but in general, the percent of equity increase
for each party (public/subsidizer of purchase and home buyer) would be determined at purchase. This is
contentious in many circles, with some arguing that if the key reason to help people buy homes is to help
them grow wealth then it is unfair to tap into this wealth; others argue the greater good is served by
maintaining the affordability of the unit over the long term.

B. Regional “Best Practices”

1. Housing Trust Funds

Several localities and regions in Virginia have established affordable housing trust funds as one
mechanism to stimulate construction and renovation of the affordable housing stock. The experiences of
these trust funds may offer guidance as we consider a variety of funding sources for Planning District 16 to
explore. Each trust fund operates in the same basic way: collecting funds dedicated to affordable housing
production or maintenance, and then evaluating applications by non-profit, governmental, and for-profit
applicants for access to these funds to further the affordable housing mission of the area.

Each trust fund we encountered funded a range of projects from home ownership to rental to transitional
housing for the recently homeless. Where they seem to differ is chiefly in their funding mechanisms.
There are several funding streams in use in the trust funds in the area, each with their own benefits or
drawbacks.

e In Arlington, the Affordable Housing Investment/HOME Program is funded through HOME and
CDBG funds, and the challenges seem to be stretching these funds to accomplish all they want to
do, and that since the funding arises from Arlington, it can only be spent in Arlington.

o Established in the late 1980s, the Fairfax County Housing Trust Fund is funded primarily through
developer proffers, annually amounting to $1-1.5 million. The funding is also restricted to Fairfax
use only, but this funding source is also seen as problematic because it is not a dedicated source of
funding, making it difficult to plan/project or to get enough funding for the desired development of
affordable housing. Since 2004, Fairfax County has also had a Penny for Affordable Housing Fund,
in which one penny of real estate tax is dedicated to affordable housing in the annual budget. This
produces approximately $22 million/year for the county.

e The Crozet Crossings Housing Trust Fund in Albemarle County was created in the 1990s and is a
revolving loan fund, funded through the sale of houses in this development. Each property that is
sold repays not only the original subsidy the purchaser received to buy the unit (CDBG funds used),
but also re-pays a percentage of the equity earned in the property, based on what percent of the
purchase price was initially subsidized with CDBG funds.

3. Inclusionary Zoning

Albemarle County adopted an Affordable Housing Policy in 2004 in which developments applying for re-
zone or conditional use permits must proffer 15% of their units as affordable housing or make a comparable
contribution of cash to the County. Since 2004, 1600 units of affordable housing and $1.5 million in cash
have been proffered for affordable housing. Several other counties in the state have used the Albemarle
policy as a model in crafting their own policies, including Prince William, Fluvanna, James City, and
Charlottesville.
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Strategies for Encouraging Support.

Leaders in both Fairfax and Albemarle spoke about strategies that contributed to the success of
their affordable housing programs, especially the two newer funding streams. Both localities found that
having a task force appointed by their local government which contained a representative group of
stakeholders was key to attaining buy-in to the recommendations which emerged from this process.

Financing Programs For Affordable Housing
Preliminary Report of the GWRC/AHTF Financing Sub-Committee

This section summarizes the various federal, state and private sector programs which are targeted
to support the affordability of housing. Various Federal programs Due to the presence of many Internet
hyperlinks in this document, it is recommended that the reviewer view this document on-line with an active
Internet connection so that hyperlinks will lead the reader to the cited (i.e. “hyperlinked”) sources.

Virginia Department of Housing and Community Development

Homelessness to Homeownership

The Virginia Department of Housing and Community Development (DHCD) is committed toward helping
individuals and families achieve the dream of homeownership. For some, the road toward homeownership
and self-sufficiency may begin with homelessness, or the risk of becoming homeless. DHCD meets these
goals through programs designed to aid individuals and families currently residing in shelters to become
self-sufficient, and through supporting shelter providers to ensure safety and continuous operations. In
addition to homelessness, DHCD also focuses on specific housing needs for individuals with HIV or AIDS.

To realize the dream of homeownership for many, DHCD focuses programs on developing affordable
housing, and on providing finance and educational programs to help individuals and families navigate the
course of purchasing their first home.

Homelessness to Homeownership Programs

Homeless Shelter Support

Special Needs Housing Program
Homelessness Prevention Services
HIV/AIDS Housing

Affordable Housing Program

The Affordable Housing Production Program (AHPP) provides below-market-rate loans and
deferred loans for the development or creation of affordable accessible housing. Projects that fit
the program guidelines include: acquisition when rehabilitation is a component of the project;
rehabilitation without acquisition; and new construction of rental projects containing four or more
units and congregate housing projects.

AHPP funds may also be used as a subsidy layer for the construction of units that will be offered
for sale to eligible low-income buyers.

Virginia’s set-aside of HOME Investment Partnership Fund (HOME) funds for Community Housing
Development Organizations (CHDQ's) is included in this program for CHDO-eligible activities. The
program is intended to fill the gap in financing needs for those projects providing affordable rental
units to low- and very- low income tenants.

Other programs that can be a resource for housing production and preservation include the Low
Income Housing Tax Credit Program. Sources for information on this program and other sources
of finance include:
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The Virginia Housing and Development Authority

Federal Home Loan Bank of Atlanta

The Enterprise Foundation

National Development Counsel for Housing Development

For more information, contact DHCD by e-mail at HFUNIT@dhcd.virginia.gov or call 804 371 -

7130.
e HOMEownership Down Payment Assistance Program
e Virginia Individual Development Account Program - Housing Assistance
e  Community Housing Development Organizations (“CHDOSs")
e  Money Follows the Person project

Source: http://www.dhcd.virginia.gov/HomelessnesstoHomeownership/default.htm

Community Development and Revitalization

The Virginia Department of Housing and Community Development (DHCD) is committed toward creating
safe, affordable, and prosperous communities in which to live, work, and do business in Virginia.
Community Development programs focus on this mission through a comprehensive mix of programs
tailored to support economic development, revitalization, infrastructure improvements, housing, and other
key issues associated with community development as a whole.

Affordable Housing-Related Programs include:

e The Community Development Block Grant (CDBG) provides funding to eligible units of local
government (non-entitlement communities only) for projects that address critical community
needs including housing, infrastructure, and economic development. The CDBG competitive
community improvement grant program provides assistance with:

0 Activities benefiting low- and moderate-income persons;
o0 Activities which aid in the prevention or elimination of slums or blight; and
0 Activities designed to meet community needs having a particular urgency.

Based on the community need rankings of the four eligible counties and 2 towns in the GW region,
this funding source is less likely to offer much opportunity for addressing the affordable housing
issue. King George County, through a partnership with Project Faith, is providing support to pursue
a community improvement grant in FY 2009 to provide a multi-purpose health clinic and community
center in the county.

Other Community Development Programs relevant to PD 16 include:

e The Virginia Enterprise Initiative supports small business development by assisting entrepreneurs
in starting new businesses and helping disadvantaged individuals gain business skills and access
to credit.

e The Virginia Enterprise Zone program encourages new business activity and expansion by
providing state and local tax relief and grants, local regulatory flexibility, and local infrastructure
development in selected economically depressed areas.

e The Virginia Individual Development Account program is designed to encourage savings in the
form of cash matching funds. An eligible participant saves into a designated account at a financial
institution for a specific purpose, such as homeownership, education, or business start-up and
also receives financial training.

e The Virginia Main Street program supports downtown revitalization efforts through a
comprehensive, incremental approach to revitalization built around a community’s unique heritage
and attributes. Using local resources and initiatives, Main Street helps communities develop their
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own strategies to stimulate long term economic growth and pride in the traditional community
center -- downtown.

e DHCD utilizes Virginia Community Development Block Grant funding to provide support for the
planning, and in some cases, implementation of telecommunications projects. Telecommunications
availability is considered critical in creating sustainable and competitive communities.

Source: http://www.dhcd.virginia.gov/CommunityDevelopmentRevitalization/default.htm

Virginia Housing Development Authority

The Virginia Housing Development Authority (VHDA) is the state’s mortgage finance agency. Created in
1972 by the Virginia General Assembly, VHDA'’s mission is to help low- and moderate-income

Virginians attain quality, affordable housing. VHDA's vision is to be the Leading Mobilizing Force for
Affordable Housing in Virginia.

VHDA's guiding principles are:

Overcoming barriers to affordable housing
Knowing our customers and offering programs, products and services that meet their needs and
are easily accessible

e Attracting and retaining associates who are knowledgeable, mission-driven, collaborative,
customer-focused and have a can-do attitude

e Using resources efficiently and effectively - people, time, money, technology and information -
striking a balance between short- and long-term.

e Valuing relationships and respecting different perspectives

e Considering what is best for VHDA as a whole in order to address the affordable housing needs of
the Commonwealth and its communities.

Since it was founded, VHDA has committed financing for 131,000 single family homes and 96,000
multifamily apartments.

Products and Programs

VHDA has developed an array of Homeownership Loan Programs designed to remove the barriers of
buying a home and meet the changing needs of today’s low- and moderate-income consumer. Home
mortgage loans are available for both first-time buyers and repeat homeowners. Most of these loans are
originated by private lenders.

e The authority also has two traveling vans that serve as Mobile Mortgage Offices to process and
approve loans in the Southwest, Southside and the Eastern Shore—areas of the state that are not
served by traditional lenders.

e Since 1993, VHDA has offered free Homeownership Education Classes throughout the state to
help Virginians learn the process of buying a home and maintaining it long-term. In addition to
English, classes are held in Spanish and sign language.

VHDA's Multifamily/Rental Loan Programs assist large and small developers in purchasing, rehabilitating
and renovating apartments and rental properties for low- and moderate-income Virginians. Within this
division, the authority also administers the Federal Low-Income Housing Tax Credit program, which
encourages the development of affordable rental housing by providing owners with a federal income tax
credit.

Funding Sources

Each year, VHDA issues taxable and tax-exempt bonds to support its lending Single Family and Multifamily
Loan programs. The private sector purchases VHDA bonds, and this, in turn, generates the authority's
principal source of capital. The bonds do not constitute a debt or obligation of the Commonwealth.
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From its own operating funds, VHDA finances the Virginia Housing Fund, which makes loans to
homeownership and rental programs that serve Virginians who have incomes at 50 to 60 percent of their
area medians and who cannot be served by our traditional bond-funded programs.

Organizational Structure

VHDA is a quasi-government agency. The governor appoints the 11 Board of Commissioners. However, t
authority is self-supporting and does not use tax dollars to fund its lending programs. Susan F. Dewey
became the executive director in 1999. She heads a Leadership Team of eight divisional managers and a
strategic development leader. VHDA has 286 full-time employees.

Strategic Goals

To meet the state’s most critical housing needs, VHDA develops and updates its Strategic Plan and
Objectives annually. In VHDA's Strategic Plan, the authority is focusing on these goals:

1. Increase affordable housing opportunities for:
a. Low- and moderate-income households
b. Underserved Minority Populations
c. People with disabilities and frail elderly
2. Ensure an ongoing inventory of affordable housing that supports strong, viable
communities
3. Strengthen VHDA's ability to provide affordable housing

Homeownership Services
Avoiding Foreclosure

Overview of Virginia's Foreclosure Problem (7.23 MB pdf)

Virginia Foreclosure Prevention Task Force

Foreclosure Fact Sheet

National Association of Realtors

Freddie Mac Foreclosure Information

he

Tios for Avoiding E | First-Time Homebuyer Programs
Ips Tfor Avolding Foreclosure (Current homeowner eligible if purchasing in approved Federal Targeted Areas)
Lowest Interest Rates| Eligibility Requirements | Sales Price and Income Restrictions
Buying a Home
Program Benefits Features Options
Types of Home Loans. VHDA offers Conventional This program offers the » Below-market. PCheck Eligibility
. . Fixed lowest fixed payment for WVHDA fixed rate $Current Rate
a Va“ety Of home |Oan OptlonS details eligible applicants with « Low, fixed payments ¥Find A | ender
. good credit and
designed to meet the needs of S TEG
Lo
Vlrglnla S homebuyers Read the FHA (Federal FHA insured loans offer « Below-market VHDA $Current Rate
H H Housing the most liberal credit fixed rate $Find A | ender
|nf0rmat|0n here to learn abOUt Administration) qualifying with low = Low, fixed payments
the Specia' features of VHDA's Insured Loans  downpayments. * Low downpayments
) ) details = Easy qualifying
loan programs. For quick help in
selecting a program that's right for FHA Plus FHA Fixed loan with a « Low.stable, fixed ¥Check Eligibility
' . details second loan to assist monthly payment PCurrent Rate
yOU, 90 to VH DA S OLHCkStart- with downpayment and = 50 downpayments $Eind A Lender
closing costs. Low, = Financed closing
fixed payments with costs
liberal FHA qualifying. = Easy qualifying
VA (Veterans WA guaranteed loans = Below-market, $Current Rate
Administration) offer low, fixed rate and WVHDA fixed rate $FEind A | ender
Loans no downpayment loans » Low, fixed payments
details to eligible veterans. = 50 downpayments
RHS (Rural Government insured = Below-market, $Current Rate
Housing loans offer no WVHDA fixed rate $Find A | ender
Services) downpayment in « Low, fixed payments
Guarantee approved rural areas. « 50 downpayments
Loans
details

Source: http://www.vhda.com/vhda_com/Template_a.asp?VHDA COM_ PAGE_NAME=LoanTypes
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SPARC
(Sponsoring
Partnerships and
Revitalizing
Communities)
details

Home Stride
details

SPARC offers reduced rates through special
allocations awarded to location housing
organizations. SPARC is designed to address
critical housing needs within communities.
{(Allocations are made annually on a
competitive basis_) Interest rates are 1/2% to
1% below WHDA's published First-time
Homebuyer Program rates. Special income
limits and criteria determined by the housing
organization may apply.

A program providing low rate second
mortgages to assist households in affording
homeownership in identified high cost

Downpayment
based on specific
program selected
All First-time
Hormebuyer
Programs are
eligible.

Standard program
qualifying applies
Awuthorization for
reservation must be
obtained by the
specific SPARC
housing
organization

Second mortgage
up to 525,000
30 payments in first

markets_ Allocation have been made to local 3 years
governments in those market areas. = 0% interest rate
first 3 years
= 5% rate years 4 to
30
s Authorization for
reservations made
through local
government offices.

Source: http://www.vhda.com/vhda _com/Template_a.asp?VHDA COM_PAGE_NAME=LoanTypes

Getting Started

Homeownership Education

Quick-Start Eligibility Check

Current Rates

Find A Lender

Areas of Economic Opportunity: Certain areas of the state have been designated as Areas of Economic
Opportunity, also known as Federal Targeted Areas. To help stimulate economic growth within
these areas, VHDA is permitted to relax certain program requirements. VHDA may:

« raise the maximum allowable income and sales price limits; and
* waive the first-time homebuyer restriction.*

None of the GWRC service area (PD 16) has been designated as an Area of Economic Opportunity
as this time.

Reqguest Information Packet

SPARC
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Existing Homeowners

Paying on my VHDA Loan

Questions about my Loan

Guide to Homeownership

Homeownership Partners
Info for Lenders

Info for Real Estate Professionals:

Properties for Sale: VHDA frequently acquires single family homes, condominiums and townhouses via
foreclosure sales. These properties are then offered for sale to the general public. None of the 30
properties currently listed are located within the GWRC service area (PD 16).

REACH

REACH Virginia (Resources Enabling Affordable Community Housing in Virginia) is VHDA's initiative to
serve the housing needs of Virginia's diverse communities. Multi-faceted in its approach, the REACH
Virginia initiative strives to provide financing and technical assistance to support:

o affordable housing for low-income households and residents of high growth and/or high cost
regions;

e accessible housing that meet the needs of seniors and people with disabilities;

e expanded housing choices for minorities and diverse cultures; and

e revitalization of Virginia's older urban areas and distressed rural communities.

At the core of the REACH Virginia initiative is a Nnew team of associates who have an array of skills and
experiences within the housing and community development industry. The team is committed to reaching
out to targeted groups, building relationships and forming partnerships with public and private housing
organizations.

Team members work with various populations and groups, including African Americans, Hispanics,
communities in Northern Virginia, local governments and housing authorities, non-profit housing providers,
people with disabilities, seniors and VHDA's advisory boards and stakeholder groups.

The roadmap for tackling these challenges has three key components:
e OQutreach & Liaison

e Capacity Building
e Resource Facilitation

ﬂ: REACH Virginia brochure 96kb

Outreach & Liaison

The REACH Virginia Team helps stakeholder groups, neighborhood associations and local communities
understand how VHDA's programs and services can address their housing and community development
needs. This kind of outreach is an important part of the REACH Team’s ability to engage in a positive
dialogue with housing and community development partners.

A major part of the REACH Virginia initiative is a commitment of staff to reach out to targeted populations,
build relationships and form partnerships with public and private housing organizations that are addressing
identified priority housing needs. REACH Team members include associates who work with the following
populations and stakeholder/partner groups:
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African Americans
Wealth Starts @ Home College Tour

Harvest Project Seniors
Communities in Northern Virginia VHDA's Advisory Boards & Stakeholder

Hispanics groups
Local Governments and Housing Authorities

Non-profit Housing Providers
People with Disabilities

Source: http://www.vhda.com/vhda_com/Template_a.asp?VHDA COM_ PAGE_NAME=REACHOutreach

Capacity Building

Equipped with a great wealth of knowledge and experience related to housing and community
development, the REACH Virginia team works to increase the capacity in the development community by
delivering specialized training, consulting with stakeholders, and keeping informed of the best practices in
the industry.

Capacity building efforts include coordinating and delivering specialized training, consulting with
stakeholders who are considering or undertaking priority housing projects and serving as part of a
broader effort to address unique development opportunities.

Universal Design

Universal Design is an all-inclusive design approach which includes home designs and products that
make a home safe and comfortable for everyone, young or old, whether they have a disability or not. It's
making a home for all ages. VHDA provides an array of Universal Design information as well as seminars
on how to make a home that is universally designed. Please contact Bill Fuller or Gail Braham for more
information.

Related Links
Accessibility

AccessVA.orq: Virginia's Accessible Housing Resource
Granting Freedom: Virginia's Military Home Modification Grant
Rental Unit Accessibility Modification Grant Application

Funding Resources

Federal Home Loan Bank of Atlanta

HUD (Grants)
HUD (Loans/Grants)

Virginia DHCD

Technical Information

Fannie Mae (Non-Profit Resources)
HUD
National Development Council

Training Opportunities

National Development Council

Neighborworks
Virginia DHCD
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Resource Facilitation

VHDA'’s mission is to be the leading mobilizing force for affordable housing in Virginia and the REACH
Virginia initiative is vital to the success of this mission. As successors to the former Housing Initiatives
Team (HIT) and the Virginia Housing Fund (VHF), REACH represents a substantial increase in personnel
and financial resources. In many ways, REACH Virginia is the embodiment of VHDA's commitment to
local housing groups, non-profits, developers, and other partner groups to meet tomorrow’s affordable
housing needs. If we can't offer you the funding you need, we’ll work to identify potential financing from
other sources.

VHDA loans are designed to meet the various demanding needs of today’s housing markets—from high-
cost, high-growth areas to older cities grappling with revitalization issues to slow-growth, rural
communities. In addition to our homeownership and rental housing financing, VHDA finances targeted
loan programs through our REACH Virginia monies.

The REACH Team'’s resource facilitation efforts are intended to maximize the resources available for
priority housing needs in Virginia and represent VHDA's commitment to subsidized lending programs.
These programs provide lower interest rates for homeownership and multi-family rental strategic lending
programs.

Source: http://www.vhda.com/vhda _com/Template _a.asp?VHDA COM_ PAGE NAME=REACHPrograms

1. Homeownership Programs

Sponsoring Partnerships and Revitalizing Communities (SPARC)

The SPARC program provides below market rate loans for first time homebuyers through special
allocations made to local housing groups. SPARC funding is intended to assist these housing
groups in addressing critical housing needs facing their communities. (Allocations are made
annually on a competitive basis.) Interest rates are 1/2% to 1% below VHDA's published First-
time Homebuyer Program rates. Special income limits and criteria determined by the housing
organization may apply.

Features:
¢ Down-payment based on specific program selected
e Most First-time Homebuyer Programs are eligible
e Standard program qualifying applies
e Authorization for reservation must be obtained by the specific SPARC housing
organization

2. REACH Multi-family Programs

VHDA has taken steps to increase the development of affordable rental units through its REACH
Team and multifamily strategic lending programs such as SPARC. REACH was established by
VHDA in response to the growing need for smaller, more specialized projects focused on meeting
critical housing needs. Those include: housing for people with disabilities, homelessness,
revitalization and preservation.

SPARC Rental Program: VHDA's Multifamily Rental Housing Sponsoring Partnerships and
Revitalizing Communities (SPARC) Program is an uninsured loan product designed to facilitate
the construction or acquisition and/or rehabilitation of multifamily rental housing. This program
provides low-interest rate financing to rental projects that address Virginia's most critical housing
needs and meet the program's specific eligibility requirements. Multifamily SPARC targets
affordable rental housing for the homeless, people with disabilities, preservation and
revitalization.

The SPARC rental program is funded by REACH Virginia subsidy funds. This funding provides
low, fixed-rate, long-term permanent financing for rental housing. The terms are flexible and the
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pricing is fixed at a rate lower than the market rate, but higher than some direct government
financing products.

To determine whether your project will meet the SPARC eligibility requirements, we have
developed an online pre-qualification tool. This interactive tool for developers prompts a series of
guestions to aid in determining a project's eligibility status for SPARC rental housing funds.

Related Forms

SPARC Program Guidelines
SPARC Underwriting Standards
SPARC Application Checklist
SPARC Electronic Application
SPARC Application User's Guide

3. Mixed-Use/Mixed-Income Program

Recent trends in the real estate market have emphasized communities featuring mixed-
use/mixed-income development. Such development promotes diversity by providing housing for a
mixture of income groups while also providing access to neighborhood retail services within the
same community.

Program Details: VHDA's Mixed-Use/Mixed-Income Loan Program offers the opportunity to
finance the acquisition, construction and/or rehabilitation of developments to promote mixed-
income housing. Furthermore, the program can assist developments in promoting both mixed-
income housing and mixed-use opportunities in qualified revitalization areas.

Other VHDA loan products may be used with this program, as well as the competitive 9 percent
Federal Low-Income Housing Tax Credits (housing units assisted with such credits will be subject
to the applicable federal income limits). This program is financed with taxable bonds. Rates are
guoted daily for this program under multifamily interest rates and are locked upon return and
acceptance of commitment and all fees. VHDA is a regular issuer of bonds for its larger loans. As
such, our rates include: bond counsel fees, rating agency fees, underwriting fees and require no
bond insurance or other credit enhancements.

Additional Criteria

e Mixed-Income limits: Residents whose incomes are 150 percent or less Area Median
Income (AMI) must occupy 20 percent of the housing units. The remaining 80 percent of
the housing units are not subject to income limits.

e Mixed-Use limits: Majority of the development should be residential (may be
negotiable).

e Eligible Applicants: Financing available to for-profit developers, non-profit developers,
local jurisdictions and local housing authorities.

e Underwriting Standards:

(a) For-Profit Developers: The lesser of 90 percent loan-to-value or 95 percent of Total
Development Cost

(b) Non-Profit Developers: 100 percent loan-to-value or 100 percent of Total
Development Costs (excluding Developer's fees)

(c) Minimum 1.10 Debt Coverage Ratio

(d) 30-year loan term for new construction/adaptive reuse; 25-year term for rehabilitation
(e) All loans are non-recourse

Case Studies

e Gateway at SoNo (Chesapeake) (pdf)
o Jefferson School Lofts (Suffolk) (pdf)
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e Lofts on Church Ave.(Roanoke) (pdf)
e Waynesboro Heritage Museum (Waynesboro) (pdf)

For additional information about VHDA's Mixed-Use/Mixed-Income Loan Program, contact:
Costa Canavos, Community Housing Officer. costa.canavos@vhda.com,(804) 343-5735

Rental Development

Housing affordability includes developing and maintaining an adequate supply of rental residential
property for those not interested in or able to qualify for any home ownership program.

Consequently, VHDA offers some construction loans to assist developers of multi-family rental
housing as well. The GW AHTF notes that between 2000 and 2006, more than 90 percent of all
residential building permits issued in the GW region were for detached single-family and duplex units.
VHDA offers various forms of assistance to rental property developers which are cataloged on the
VHDA website at: VHDA Multi-Family Housing Section.

Voucher Rental Assistance

Voucher Agencies

VHDA's Voucher PHA Plans

Voucher Payment Standards

VHDA Voucher Utility Allowance Schedules
Federal Fair Market Rents

Table 20. 2008 Current Fair Market Rents

Fair Market Rents (FMRs) for the Section 8
Housing Assistance Payments Program — effective 10/1/2007
Table provides 0-4 bedroom FMRs for each county and city in Virginia.
Table is sorted by county/city.

Caroline County Richmond $719 $779 $870 $1,161 $1,386
Fredericksburg City Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
King George County Northern Virginia $611 $612 $736 $1,070 $1,102
Spotsylvania County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Stafford County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Alexandria City Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Arlington County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Clarke County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Culpeper County Northern Virginia $604 $615 $728 $941 $1,000
Fairfax City Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Fairfax County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Falls Church City Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Fauquier County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Loudoun County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Manassas City Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Manassas Park City Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Prince William County Northern Virginia $1,025 $1,168 $1,324 $1,708 $2,235
Warren County Northern Virginia $496 $577 $719 $1,011 $1,042
All Counties & Cities in

Richmond-Petersburg MSA Richmond $719 $779 $870 $1,161 $1,386

Private Sector Programs

After surveying over a dozen banks and mortgage companies in the Fredericksburg Area, most
lenders only offer traditional (80/20) mortgages. The most popular “affordable” program is FHA/VA
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financing. BB&T offers a “Community Housing Incentive Program” which requires a 5% down payment
with no monthly mortgage insurance or up-front insurance premium. Most banks’ first time homebuyer
programs require 5% down-payment. Countrywide Home Loans offers a seller down-payment assistance
program where sellers can pay up to 9% of total sales price towards closing costs and down-payment.
The NEHEMIAH'® down payment assistance program is popular for those who qualify for FHA financing.

Impediments to the Provision of Affordable Housing
Preliminary Report of GWRC/AHTF Impediments Sub-Committee

The Affordable Housing Impediments Sub-Committee, composed of Gary Parker, John Nagoski, Gail
Penman, and Matt Kelly, provided GWRC staff with examples of issues of concern which have been
distilled into this draft report.

A central theme of concern to the Impediments Sub-Committee is that a variety of federal, state, and local
government policy initiatives and the general trend in public policy (e.g. promoting environmental
protection and/or conservation and “smart growth” policy; rising concern for the fiscal impact of
development, resulting in impact fees and raised expectations for development proffers, etc.) have one or
more of the following effects:

e Reduction in the supply with the resulting increase in the cost of developable land;

e Increases in the cost of development;

e Lengthening the development planning cycle to accommodate additional technical staff review
(thereby increasing the development cost); and

e Creation or stimulation of neighborhood and civic group opposition (e.g. “nimby”-responses,
which adds to project delay and development cost).

Federal-Level Impediments

Affordable Housing Trust Fund

Congressional delays in the consideration and approval of the federal affordable housing trust fund could
be considered a primary example of a federal impediment. Since the drafting of AHTF Preliminary Report
earlier in 2008, Congress passed and President Bush signed into law on July 30, 2008 the Economic
Recovery and Housing Act of 2008, which, among many other initiatives, establishes the National
Affordable Housing Trust Fund to be funded through allocations of surpluses from The Freddie Mac and
Fannie Mae Corporations. Subsequent federal government takeover on September 7, 2008 of these
private corporations raises questions about the future of the National Affordable Housing Trust Fund
(NAHTF). The AHTF received the following comments from the National Low-Income Housing Coalition,
relative the the NAHTF:

“As the federal takeover of the two giant mortgage companies, Fannie Mae and Freddie Mac, was analyzed
from every angle this past week, advocates for the National Housing Trust Fund (NHTF) were
understandably concerned about what it means for contributions from Fannie Mae and Freddie Mac as the
first dedicated source of revenue for the housing trust fund, as well as what it means for affordable housing
overall. The numerous musings of analysts and pundits notwithstanding, the future of Fannie and Freddie is
unknown and unknowable today. What form they will take depends on the outcome of the Presidential
election and who is in charge of the federal government after Inauguration Day. The two candidates have
expressed different viewpoints about the role of the GSEs in the U.S. economy. Here’'s what is known
today:

% The Nehemiah Program is a down payment assistance program available to anyone qualified for an FHA loan. Buyers can get
down payment assistance for up to 6% of the final contract sales price. The seller gives up to 6% of the purchase price to the
Nehemiah Corporation, plus a fee. Nehemiah then gives the donation to the buyer to pay for the down payment and/or closing
costs. Because it is a gift, the buyer doesn't need to pay it back. Source: http://www.fhaloan.com/nonprofit nehemiah.cfm
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Table 21. HUD Income Qualification Guidelines for Affordable Housing Programs

Persons per Household

=GN Pct* One Three Four Five ‘ Six ‘ Sev Eight
Income
Richmond
Caroline Co MSA $69,300 30% $14,550 | $16,650 | $18,700 | $20,800 | $22,450 | $24,150 | $25,800 | $27,450
40% $19,400 | $22,160 | $24,960 | $27,720 | $29,920 | $32,160 | $34,360 | $36,600
50% $24,250 | $27,700 | $31,200 | $34,650 | $37,400 | $40,200 | $42,950 | $45,750
60% $29,100 | $33,240 | $37,440 | $41,580 | $44,880 | $48,240 | $51,540 | $54,900
80% $38,800 | $44,350 | $49,900 | $55,450 | $59,900 | $64,300 | $68,750 | $73,200
Non-Adjusted Income Limits for Caroline Count
50%: $34650 80%: $55,440 100%: $69,300 150%: $103,950
Fredericksburg Northern
City Virginia $99,000 30% $20,650 | $23,600 | $26,550 | $29,500 | $31,850 | $34,200 | $36,600 | $38,950
40% $27,560 | $31,480 | $35,440 | $39,360 | $42,520 | $45,640 | $48,800 | $51,960
50% $34,450 | $39,350 | $44,300 | $49,200 | $53,150 | $57,050 | $61,000 | $64,950
60% $41,340 | $47,220 | $53,160 | $59,040 | $63,780 | $68,460 | $73,200 | $77,940
80% $43,050 | $49,200 | $55,350 | $61,500 | $66,400 | $71,350 | $76,250 | $81,200
Non-Adjusted Income Limits for Fredericksburg Cit
50%: $49,500 80%: $79,200 100%: $99,000 150%: $148,500
Northern
King George Co Virginia $71,800 30% $15,100 | $17,250 | $19,400 | $21,550 | $23,250 | $25,000 | $26,700 | $28,450
40% $20,120 | $22,960 | $25,840 | $28,720 | $31,000 | $33,320 | $35,600 | $37,920
50% $25,150 | $28,700 | $32,300 | $35,900 | $38,750 | $41,650 | $44,500 | $47,400
60% $30,180 | $34,440 | $38,760 | $43,080 | $46,500 | $49,980 | $53,400 | $56,880
80% $40,200 | $45,950 | $51,700 | $57,450 | $62,050 | $66,650 | $71,250 | $75,850
Non-Adjusted Income Limits for King George Count
50%: $35,900 80%: $57,440 100%: $71,800 150%: $107,700
Northern
Spotsylvania Co Virginia $99,000 30% $20,650 | $23,600 | $26,550 | $29,500 | $31,850 | $34,200 | $36,600 | $38,950
40% $27,560 | $31,480 | $35,440 | $39,360 | $42,520 | $45,640 | $48,800 | $51,960
50% $34,450 | $39,350 | $44,300 | $49,200 | $53,150 | $57,050 | $61,000 | $64,950
60% $41,340 | $47,220 | $53,160 | $59,040 | $63,780 | $68,460 | $73,200 | $77,940
80% $43,050 | $49,200 | $55,350 | $61,500 | $66,400 | $71,350 | $76,250 | $81,200
Non-Adjusted Income Limits for Spotsylvania Count
50%: $49,500 80%: $79,200 100%: $99,000 150%: $148,500
Northern
Stafford Co Virginia $99,000 30% $20,650 | $23,600 | $26,550 | $29,500 | $31,850 | $34,200 | $36,600 | $38,950
40% $27,560 | $31,480 | $35,440 | $39,360 | $42,520 | $45,640 | $48,800 | $51,960
50% $34,450 | $39,350 | $44,300 | $49,200 | $53,150 | $57,050 | $61,000 | $64,950
60% $41,340 | $47,220 | $53,160 | $59,040 | $63,780 | $68,460 | $73,200 | $77,940
80% $43,050 | $49,200 | $55,350 | $61,500 | $66,400 | $71,350 | $76,250 | $81,200
Non-Adjusted Income Limits for Stafford Count
50%: $49,500 80%: $79,200 100%: $99,000 150%: $148,500

Source: http://www.vhda.com/MultiFam/hudincome.asp
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e The required contributions to the NHTF from Fannie and Freddie are NOT linked to the size of
their profits, as has been erroneously reported in the media. NOR are the contributions linked
to the size of investments they hold in their portfolios, which have been widely criticized as
being too large and which Secretary Paulsen wants to see shrink by 10% a year starting in
2010. The legislation states that both Fannie and Freddie shall contribute “4.2 basis points for
each dollar of the unpaid principal balance of (their) total new business purchases.” As long as
Fannie and Freddie are doing new business, the required contributions will continue and grow.

e The new law also gives the new regulator for Fannie and Freddie, the Federal Housing
Finance Agency (FHFA), the authority to “temporarily suspend” these contributions if they are
causing or contributing to financial instability of either enterprise. That authority rests with
James Lockhart, the Director of FHFA. He does not have to make a decision on this anytime
soon as the first contributions to benefit the NHTF will not be made until 2010.

e House Financial Services Committee Chairman and NHTF champion Barney Frank (D-MA)
has publicly stated that he wants to see the funding for the NHTF protected.

e The legislation creates a permanent housing trust fund at HUD that is to receive contributions
from Fannie Mae and Freddie Mac and “any amounts as are or may be appropriated,
transferred, or credited to such Housing Trust Fund under any other provisions of law.” HUD is
proceeding with the development of the regulations to govern the NHTF. NLIHC staff has had
two discussions with senior HUD officials already and are meeting with representatives from
the Offices of Community Planning and Development (CPD) and Policy Development and
Research (PDR) shortly to discuss the regulations.

One indication of FHFA's intention for Fannie and Freddie to support affordable housing is an
announcement issued by FHFA on September 12, 2008, that states: “FHFA recognizes the importance of all
aspects of the Enterprises’ multifamily businesses—including the LIHTC (low income housing tax credit)
area and liquidity facilities for remarketed mortgage revenue bonds — for a healthy secondary market and
housing affordability. In particular, support for multifamily housing finance is central to the Enterprises’ public
purpose.” FHFA had previously issued a statement that said that business would continue as usual even
under conservatorship and the September 22 statement affirms that “business as usual” includes both single
family and multi-family.”’

Housing Choice Vouchers

The housing choice voucher program is the federal government's major program for assisting very low-
income families, the elderly, and the disabled to afford decent, safe, and sanitary housing in the private
market. Since housing assistance is provided on behalf of the family or individual, participants are able to
find their own housing, including single-family homes, townhouses and apartments. (Source link)

The participant is free to choose any housing that meets the requirements of the program and is not
limited to units located in subsidized housing projects. Housing choice vouchers are administered locally
by public housing agencies (PHAS). The PHAs receive federal funds from the U.S. Department of
Housing and Urban Development (HUD) to administer the voucher program. The Central Virginia Housing
Coalition (CVHC) is the PHA for the GW region. Since the demand for housing assistance often exceeds
the limited resources available to HUD and the local housing agencies, long waiting periods are common.
In fact, a PHA may close its waiting list when it has more families on the list than can be assisted in the
near future. This is the current situation in the Fredericksburg area.

State-Level Impediments

1) Senate Bill 768 (patroned by Senator John Watkins in the 2008 Va. General Assembly which proposed
a phase out of the proffer system in favor of impact fees) was carried over in the House Rules Committee.
The proposed legislation would impose a universal system of development impact fees to replace the
variable and controversial system of development proffers. With local governments’ concern that all new
development “pay its own way”(rather than raising the general tax rate to cover the rising cost of public
services and facilities), the cost of impact fees and proffers is an increasing source of concern as an
impediment to the ability of private and non-profit attempts to develop “affordable housing”.

7 Source: E-mail Communications between Sheila Crowley [mailto:sheila@nlihc.org] (NLIHC) and Gary Parker, CVHC, 9/24/08.
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2) Competitive State Housing Development Grant Programs (DHCD): The Virginia Small Cities
Community Development Block Grant Program provides grant funding to support the construction and
rehabilitation of housing and community facilities and infrastructure in Virginia. Communities’
competitiveness and the ranking of the projects which they submit is based on a community need
determination which tends to rate communities based on such indicators as county & city median
household income, persons at or below the poverty line, etc. A pocket of need addressed by a
competitive project in a larger “affluent” community has less chance than a smaller project, serving fewer
people in a community with a higher community score.

3) Chesapeake Bay Preservation Act regulations require a 100 percent reserve drainfield for any new
septic system or a 50% reserve alternating septic system which can be activated through the use as a
septic flow diversion valve. These additional drainfield requirements increase minimum lot sizes for land
development to be supported by private septic systems.

Local-Level Impediments

Provided below are examples of public policy initiatives under discussion or implemented in one
or more local governments in the GW region which could have adverse impacts on the affordability of
housing in the Region.

A. Cash Proffers & Impact Fees:
Cash “proffers” are voluntarily proffered payments which may be comprised of either:

(1) any money voluntarily proffered in writing signed by the owner of property subject to rezoning,
and accepted by a locality pursuant to the authority granted by §15.2-2298 or §15.2-2303 of the
Code of Virginia; or

(2) any payment of money made pursuant to a development agreement entered into under the
authority granted by §15.2-2303.1 of the Code of Virginia.

Cash proffers are a part of the conditional zoning process in Virginia. Conditional zoning involves
“proffered” conditions voluntarily offered by a developer or property owner that limit or qualify how the
property subject to the conditions will be used or developed. These conditions are in addition to the
general, uniform regulations otherwise applicable to land within the same zoning district, and they are
made to lessen the potential negative effects of an unrestricted rezoning.

Upon approval by the local governing body, the conditions become part of the rezoning and pass
with the ownership of the property. In some instances, the condition proffered by the developer or
property owner may include cash contributions to the locality. Cash proffers generally are used to offset
the impacts of a particular development by providing funding for new roads, schools, or other public
facilities and services. Depending on the statutory authority under which the locality is eligible to accept
the cash proffer, the development impacts being mitigated may or may not be directly related to the
development at issue.

Locally-recommended guidelines for proffer contributions:

Caroline County

e $17,632.36 per dwelling unit, established in April 2005.

King George County

. King George Co. has no recommended proffer program.

Spotsylvania County

e Zoning Evaluation and Proffer Policy Guide, Approved by the Spotsylvania County
Board of Supervisors, 6/13/2006:
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Table 22. Recommended Proffer Amounts per Unit by Type of Unit and County Use

Spotsylvania Co Service Single-Family
or Facility Detached Townhouse Multi-Family Age-Restricted

Fire & Rescue $4,219.00 $3,231,00 $2,289.00 $2,289 - $4,219

Library $1,833.00 $1,404.00 $995.00 $995 - $1,883

Parks & Recreation Varies* Varies* Varies* Varies*

Schools $21,148.00 $20,063.00 $17,677.00 $0 - $21,148

Transportation $4,873.00 $3,733.00 $2,644.00 $1,600.00

Law Enforcement $838.00 $642.00 $454.00 $454 - $838

General Government & $1,844.00 $1,433.00 $1,001.00

Judicial Services

Solid Waste $540.00 NA NA $540 (SFD only)

Total $35,295*% $30,486* $25,050* MF: $6,339*

SF-A: $8,290*

SF-D: $10,870*

* plus parkland dedication or cash in lieu and capital cash facility contribution determination.

Stafford County: Adopted by Stafford County Board of Supervisors, November 1, 2005 (authorizing
annual revisions by County Administrator)

Table 23. Recommended Proffer Amounts per Unit by Type of Unit and County Use*

Single Multi Mobile

County Use Family Townhouse Family Home Age-Restricted
Fire & Rescue $913 $848 $749 $551 $749
Libraries $708 $658 $581 $427 $581
Parks & Recreation $5,710 $7,964 $7,033 $4,828 $7,033
Schools $19,906 $16,331 $8,818 $12,147 $8,818
Transportation $15,404 $10,783 $6,161 $7,394 $6,161
General Government $504 $504 $504 $504 $504

Total $43,145 $37,089 $23,846 $25,851 $23,846

*Updated, November 2007
B. Affordable Housing Policy:

Spotsylvania Co.: Planning staff recommendations presented to the Board of Supervisors at the April
22™ (2008) work session: “Strategies for encouraging Affordable Housing should focus on those
techniques that don't involve local government funding, creation of affordable housing trust fund, relief
from proffers, tax incentives or exemptions or other measures that require staff resources or spending of
public dollars.” GWRC’s AHTF members view this list as a de-facto rejection of any practical effort to
address and provide affordable housing in Spotsylvania Co.

C. Development Guidelines, Zoning & Overlay Districts

Stafford Co.: The Stafford County Planning Director notes: “From a zoning perspective, if affordable
housing is defined as multi-family homes, there are some issues. There is a limited supply of R-3 zoning
in the County. The R-3 zone allows up to 7 multi-family units per acre. | have heard from some sources
over the years that you need a density of 20 units per acre to make a project ‘affordable’.”® GWRC staff
note that the County’s proffer recommendations regarding multi-family development do offer economies
of scale reductions to developers over the proffer guidelines for single-family lot development; however,
given the small share of residential building permits approved for multi-family development, the maximum
densities allowed under R-3 zoning may be a constraint on the market offering of rental apartments,
especially in a more affordable price range.

City of Fredericksburg: With the help of the Friends of the Rappahannock, the City has been working
on an ordinance that would require Low Impact Development (LID) standards for all commercial and

18 Source: E-mail communication from Stafford Co Planning Director Jeff Harvey to GWRC staff Kevin Byrnes, September 25, 2008.
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residential construction. The builder community, particularly those promoting affordable housing, has
recommended that single-family lots be exempted from the proposed LID requirement due to the
substantially increased cost and difficulty in enforcing LID system maintenance.

The City’s building height limit under the zoning ordinance, coupled with the limited supply of
vacant land, creates a situation where developers must build up, rather than out. To do so, builders must
apply for and obtain a special use permit for a height variance, a process which involves added delay and
increases project risk by introducing a public hearing process where residents that oppose such a project
can voice their objections.

D. Permitting Delays

Sub-Committee members noted that the slumping housing market, and staffing reductions at the
local government level in positions directly tied to the review and approval of building applications,
development site plans and construction permit applications has added additional delay, and cost, to the
planning and implementation of affordable housing projects. Sub-Committee members endorsed the
idea of establishing a regional pool of plan reviewers and building inspectors to be shared by local
governments to help expedite development projects in general. This flexible and “floating” work force
could help supplement local permanent staff and respond to the different needs of local governments as
development projects wax and wane with business cycles in the economy. Another helpful approach
could be to “fast-track” affordable housing-related project applications to expedite their review.

Study Findings & Recommendations
Findings:

1. Demand for “affordable housing” for workers in the Washington metropolitan area has spurred
population growth and demand for housing in the GW region for many years and contributed to
rapid price inflation from 2000-2006.

2. The decline in the housing market associated with the economic downturn of 2006 and the credit
crisis of 2007 and 2008 has caused a precipitous decline in housing values in the GW region and
an increase in the number of distressed properties in or approaching foreclosure.

3. Unlike older and larger metropolitan areas, the GW region does not have the supply of older
“urban row” or townhouse properties or other moderate density concentrations of dilapidated
housing that exist in older larger urban areas which represent a significant opportunity for
affordable housing-oriented neighborhood and housing redevelopment projects which are eligible
for community redevelopment funding under the Community Development Block Grant Program
and similar public funding sources.

4. The GW region has a network of non-profit agencies (e.g. Rappahannock Area United Way,
Rappahannock Area Agency on Aging, Fredericksburg Area Habitat for Humanity, Central
Virginia Housing Coalition, Housing Opportunities Made Economical, Project Faith and other
faith-based organizations) interested in or directly involved with the provision of affordable
housing and counseling individuals on managing credit and home ownership issues.

5. Suburban and rural counties in the GW region are less competitive for State CDBG programs due
to their relative community affluence, fiscal capacity, and smaller numbers of low-income minority
populations.

6. The GW region does not have a large inventory of older rental properties which might serve low-
and moderate-income clients & has not experienced the growth in higher-density rental housing
stock which might serve this clientele. Over 90 percent of all residential building permits issued
between 2000 — 2006 in the Region were for detached single-family & duplex units.

7. Housing prices in the Region experienced rapid price escalation from 2000 — 2006 and then
precipitous price drops in 2007 and 2008.
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8. Home foreclosures have seen a significant increase in the Region over the last 18 months,
contributing to a decline of neighborhood home valuations, reduced property tax revenues for
local governments, a curtailment of some public services and a potential increased liability for
local governments’ to maintain abandoned/foreclosed properties. Moreover, concentrations of
foreclosed properties have generated concern about neighborhood blight and associated social
costs.

9. Affordable housing providers in the Region have difficulty increasing the supply due to a number
of factors, including:

a. the high cost of land within the more urbanized portions of the Region,

b. the rising cost of construction materials, fuel, construction financing and labor,

c. the limited amount of land with appropriate zoning and urban services for higher-
density affordable housing projects,

d. “nimby” reactions from neighborhood groups to affordable housing projects,

e. increasing cost of complying with federal, state and local development (i.e.
planning and zoning) and environmental regulations; and,

f. added cost associated with delays in project reviews due to budgetary cuts and
reductions in force of local development review staffs.

10. Other local governments in Northern Virginia and other hard-hit metropolitan areas are organizing
and implementing housing programs to make foreclosure properties affordable for the low- to
moderate-income workforce population.

11. AHTF members view a regional program to capitalize on the inventory of real-estate owned
(REO) foreclosure properties held by banks and mortgage companies as a way to galvanize the
community to meet a regional need and use the “buying power” of a regional program to
negotiate bulk purchases of properties to be renovated and re-sold to persons that need an
“affordable” home. AHTF members believe this program can be developed with modest “seed”
funding from local governments by working with existing non-profit housing organizations in the
Region and the lending institutions that hold a significant portfolio of REO properties in the
Region. Local government seed investments in the program can be recovered from the proceeds
of future refurbished property sales.

Recommendations:

G. The GWRC AHTF recommends to the GWRC and local governments the consideration and
adoption of a Memorandum of Understanding that confirms the intent and resolve of local
governments in the GW region to support and promote solutions to address the affordable
housing problem.

Memorandum of Understanding Among the Principal Localities
of Planning District 16 Regarding Affordable Housing

We, the undersigned elected officials representing the Counties of Stafford, Spotsylvania, King
George, Caroline and the City of Fredericksburg, acknowledge the need for affordable housing
within our Region and are therefore dedicated to addressing this problem on a local and regional
basis. Therefore, we will cooperate and work with the George Washington Regional
Commission’s Affordable Housing Task Force to:

1. Ascertain the degree of need for affordable housing within each locality;

2. Work with the community non-profit organizations, and the private sector to help find
affordable housing solutions;

3. Ensure accessibility issues are addressed in workforce housing;
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4. Explore avenues of financing such as grants, low interest loans, and bonds through local,
state and national housing and lending organizations for affordable housing throughout
the Region;

5. Evaluate the local and regional need for affordable housing in local and regional
comprehensive plans as required by the Code of Virginia (§15.2-2223)lg and consider the
development of a Regional Housing Plan;

6. Consider, upon the recommendation of the GWRC, such programs as:

a. The “Foreclosure Sale by Region” (FSBR) program recommended by the Affordable
Housing Task Force, and

b. Regional coordination of local Community Development Block Grant (CDBG)
applications to the Virginia Department of Housing and Community Development for
federal CDBG foreclosure assistance and foreclosure prevention counseling funds;

7. Solicit local citizen and business community input and educate citizens on workforce
housing issues; and

8. Consider Task Force recommendations as related to local ordinances and zoning.

H. The AHTF proposes a regionally-organized foreclosure acquisition program that could:

1. assist banks that have foreclosed on residential properties in the Region to liquidate these
properties from their inventory,

2. renovate and remodel foreclosure properties to modernize, repair and incorporate universal
design components for consumer accessibility,

3. assist local home buyers that fall within the 30 — 80% of area median income to qualify for these
foreclosure properties,

4. educate low- and moderate-income home buyers on credit and budget management, home
maintenance and other relevant topics to ensure sustainable home ownership, and

5. build a regional equity position in the public interest to preserve this affordable housing inventory
by retaining a second deed of trust on properties transferred through this program.

l. Following an affirmation of the regional commitment to address the affordable housing issue,
AHTF members view it as critical to implement a visible affordable housing initiative to gain
credibility and help relieve pent-up demand for an affordable housing product. AHTF is proposing
the “Foreclosure Sale by Region (FSBR) Program” (see Powerpoint handout).

J. AHTF members and GWRC staff envision an exploration of all outside sources of “seed” and
planning funds to help the “4-R Foreclosure Program” be successful. The goal would be to
establish a program with minimal, if any, public funding support that is accessible to local
governments’ employees in search of affordable workforce housing.

K. To be successful ultimately, localities will have to make a financial investment to this effort to
better position local governments in the Region to obtain state and federal support, to secure
matching grants, start up money for programs, etc. Such investments will relieve pressure on
local budgets, provide a more productive workforce with stronger ties to the community, and
provide for a safer community where emergency and police personnel can afford to live in the
communities they serve.

° “The plan shall include: the designation of areas and implementation of measures for the construction, rehabilitation and maintenance of affordable
housing, which is sufficient to meet the current and future needs of residents of all levels of income in the locality while considering the current and
future needs of the planning district within which the locality is situated.” Code of Virginia (815.2-2223)
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L. Where possible, local governments need to work on a regional approach as there are now
indications from both state and federal officials that future program funding will more likely be
granted to regional efforts as opposed to local ones.

APPENDICES
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Formation and Activities of Affordable Housing Task Force

At the GWRC meeting of December 17 2007, the GWRC Board passed Resolution 07-23, Establishing the
GWRC Affordable Housing Task Force (AHTF).

Task Force Membership and Sub-Committee Organization

Member Affiliation Sub-Committee

Lawrence, Shawn disAbility Resource Center Best Practices & Short-term Opportunities
Martin, Leslie University of Mary Washington Best Practices & Short-term Opportunities
Schaefer, Jim Rappahannock Area Agency on Aging Best Practices & Short-term Opportunities
Walsh, Sarah Rappahannock United Way Best Practices & Short-term Opportunities
Frazier, Marge PNC Bank Financing Solutions

Batsche, Stephen Rappahannock United Way Financing Solutions

Seger, Bruce Habitat for Humanity Financing Solutions

Singhass, Christine | FAAR Realtor Foundation Financing Solutions

Kelly, Matthew GWRC Chairman Regulatory & Legislative Impediments
Nagoski, John Stafford Citizens for Sustainable Future Regulatory & Legislative Impediments
Parker, Gary Central VA Housing Coalition Regulatory & Legislative Impediments
Penman, Gail Century 21 Team/ FAAR Regulatory & Legislative Impediments

Task Force Meeting Schedules and Agendas
The AHTF convened its first meeting on Jan 31 2008 and established an initial meeting schedule of bi-weekly meetings.
Subsequent AHTF meetings were held on the following dates (agenda topics noted)

. February 12"
o Discussion of additional membership needs on the AHTF
0  Set AHTF meeting schedule
o Discussion of Vision statement and desired end product of AHTF
o  Chairman Kelly: “Let’s identify the ‘low-hinging fruit’ to have quick impact”
. February 26"
o Review of regional maps of existing & future land use, transit routes, zoning
o Review of regional data on average employee earnings, by sector & locality & Discussion of AHTF Mission
statement
. March 11"
o  Established schedule for presentations by AHTF members
o  Discussion of United Way Information Resources on Housing Referral
. March 25"
o  Presentation #1: Hart Rutherford, TriCord Companies & Presentation #2: Bruce Seger, Director, Fredericksburg
Area Habitat for Humanities
o  Distribution of Information Handouts from Rappahannock Area United Way, Sarah Walsh

. April 8"
0  Guest Speaker: Sheila Crowley, Director, National Low-Income Housing Coalition
. April 22™

0  Presentation #1: disAbility Resource Center, Shawn Lawrence
o0  Presentation #2: Central VA Housing Coalition, Gary Parker

. May 13"
o  Discussion of Sub-Committee Assignments
. June 10th

o0  Affordable Housing Finance Programs: Presentation by Margo Frazier, PNC Bank
o0 Regional Rental & Foreclosure Inventory: Gail Penman, Century 21 Realty
o  Sub-Committee progress reports

. June 24th
0 Sub-Committee progress reports
. July 8"
o0  AHTF Discussion & Endorsement of Preliminary Report
. July 29"
o Discussion of GWRC response to Preliminary Report
. August 12"
o  Discussion of DHCD notes on CDBG foreclosure program
. August 26"

0  Guest Speaker: Barry Merchant, VHDA: Virginia's Foreclosure Crisis
o Discussion of draft revisions to AHTF MOU
. September 9"
0  Guest Speaker: Martha Shickle, Northern Shenandoah Valley Regional Commission: Winchester Area Regional
Home Consortia
o  Amendment of Previously Adopted Memorandum of Understanding
. September 23"
o  Amendment of AHTF Preliminary/Mid-Year Report
o Discussion of Affordable Housing Presentation on Sept 30.
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