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BUILDING OUR FUTURE: INCREASING
HOUSING SUPPLY IN AMERICA

Tuesday, March 4, 2025

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING AND INSURANCE,
COMMITTEE ON FINANCIAL SERVICES,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:18 p.m., in room
2128, Rayburn House Office Building, Hon. Mike Flood [chairman
of the subcommittee] presiding.

Present: Representatives Flood, Rose, Timmons, Garbarino, Fitz-
gerald, Lawler, De La Cruz, Downing, Hill, Cleaver, Tlaib, Torres,
Garcia, Williams of Georgia, Bynum, and Waters.

Also present: Representative Liccardo.

Chairman FLOOD. The Subcommittee on Housing and Insurance
will come to order.

Without objection, the chair is authorized to declare a recess of
the committee at any time.

This hearing is titled “Building Our Future: Increasing Housing
Supply in America.”

Without objection, all members will have 5 legislative days with-
in which to submit extraneous materials to the chair for inclusion
in the record.

Chairman FLOOD. I now recognize myself for 4 minutes for an
opening statement.

OPENING STATEMENT OF HON. MIKE FLOOD, CHAIRMAN OF
THE SUBCOMMITTEE ON HOUSING AND INSURANCE, A U.S.
REPRESENTATIVE FROM NEBRASKA

I am pleased to call to order the first Housing and Insurance
Subcommittee hearing of the 119th Congress.

Before discussing the subject of this hearing, I would like to wel-
come my friends on both sides of the aisle to this important sub-
committee. The jurisdiction of the Housing and Insurance Com-
mittee touches every single congressional district, and I look for-
ward to working with each of you on the issues that affect your
constituents.

I am a straight shooter. I do not hide the ball, and I will do my
best to be fair to everyone on this subcommittee regardless of polit-
ical affiliation.

With that, let me pivot to an introduction of today’s hearing. The
issue we are exploring today is one that touches the lives of every
single American, both in the towering cities on the coasts and in
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rural communities in the middle of the country, and that is the cost
of housing.

According to the National Association of Realtors, the median an-
nual existing home price in 2024 was up 69 percent relative to
1995, and that is adjusted for inflation.

This housing affordability challenge affects everyone. Young peo-
ple saving up to buy their first home are renting for longer. Middle-
class workers are struggling to make the rent, and Americans
today feel less secure about their financial future because their
bills are going up.

When it comes to housing affordability, I hope this hearing will
help contextualize this problem and give members of our sub-
committee an opportunity to explore root causes.

Let us start with a few things we can rule out. The problem is
not that people are not making enough money. Wages are up over
the last several years. The problem is not that people are not sav-
ing enough money. Savings exploded during the coronavirus dis-
ease 2019 (COVID-19) pandemic and have only recently trended
back downwards. It is also not that the government does not spend
enough money on Federal programs. We are coming off a period
with historic levels of government spending.

The reason for high housing costs is simple: We are not building
enough homes in this country to meet the demand. Some estimates
put the gap between housing supply and demand at around 3.85
million units nationwide. Some put it even higher, at more than 5
million units.

The root of that housing supply problem is a little trickier to pin
down to just one cause. Regulatory barriers at the State and local
level, like zoning and land-use policies, play a large role in making
it more difficult to create more housing in places that need it. An-
other driver is the actual cost of materials and the cost of labor
used to build a home.

For projects that use Federal dollars, either through Low-Income
Housing Tax Credit or funds from a Federal program like the
HOME Investment Partnership, those dollars are not free. They
come with regulatory requirements at the Federal level that can
make it more challenging to actually give taxpayers the best bang
for their buck.

Finally, we can explore whether there are any challenges related
to the financing side that keeps projects from getting off the
ground.

I am excited to dig deeper into each of these issues today, and
I look forward to our witnesses’ testimony.

With that, I yield back.

Chairman FLOOD. The chair now recognizes the ranking member
of the subcommittee, Mr. Cleaver, for 4 minutes for an opening
statement.

OPENING STATEMENT OF HON. EMANUEL CLEAVER, RANKING
MEMBER OF THE SUBCOMMITTEE ON HOUSING AND INSUR-
ANCE, A U.S. REPRESENTATIVE FROM MISSOURI

Mr. CLEAVER. Thank you, Mr. Chairman and I look forward to
working with you. I am absolutely elated over the fact that we
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have issues that we both would like to resolve in these key posi-
tions. Thank you very much for your receptivity.

This is the first hearing of the Subcommittee on Housing and In-
surance in the 119th Congress.

Our Nation is struggling with a fair-housing and affordable-hous-
ing crisis. In 2023, Americans filed a record-breaking number of
fair-housing complaints.

At the same time, the cost of renting and purchasing a home has
reached historic heights. Since 2019, rents in the United States
have increased 46.8 percent. The average sales price of a home now
exceeds half-a-million dollars.

When a typical family sits at the table to pencil out how they
will get by for the next month in Missouri or in Nebraska—or any-
where else, for that matter—housing is the single largest expense.

I appreciate your willingness, Mr. Chairman, to engage with me
on what are clearly commonsense solutions. It is my hope that we
pass bipartisan legislation into law that would improve the quality
of life for American families. I support the Identifying Regulatory
Barriers to Housing Supply Act, under consideration today.

Local jurisdictions are rightfully asking the Federal Government
for funding and resources to tackle this housing crisis. It is respon-
sible to ask them to assess how local land-use policies are limiting
the impact of the Federal funding and driving up the very costs
they are trying to reduce.

Some jurisdictions have made developing more housing illegal or
cost prohibitive. Others are doing an incredible job figuring out
how to optimize their zoning laws and are welcoming innovation in
design, technology, and construction.

I also support the Housing Supply and Innovation Framework
Act under consideration, which would require Department of Hous-
ing and Urban Development (HUD) to study, develop, and publish
guidelines and best practices for local zoning.

These are constructive pieces of legislation. Zoning reforms are
absolutely necessary but not sufficient by themselves. Senator Eliz-
abeth Warren, Senator Raphael Warnock, and I have introduced
the American Housing and Economic Mobility Act. This legislation
would generate 3 million new housing units and bring down rents.
This is also a constructive approach.

It goes without saying that reported efforts to decimate HUD
funding, programs, or staff are not constructive. It would also not
be constructive for Congress to pass housing legislation that HUD
does not have the capacity or the resources to implement.

Yesterday, I joined Ranking Member Waters and others at HUD
to elevate current concerns about executive actions. This dem-
onstration followed reports that the Department terminated hun-
dreds of probationary employees, reportedly plans to slash the De-
partment’s workforce by one-half, and has already withheld fund-
ing serving families, seniors, and people with disabilities.

The congressional Public Housing Caucus has also sent a letter
to Secretary Turner on how cuts would exacerbate the housing cri-
sis and increase waste, fraud, and abuse. We have requested an ur-
gent meeting with the Secretary. Secretary Turner testified to Con-
gress that he would run a transparent and accountable Depart-
ment.
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Thank you again, Mr. Chairman. I look forward to this hearing
today and look forward to working with you. I yield back.

Chairman FLOOD. Thank you, Mr. Cleaver.

The chair now recognizes the chairman of the full committee, Mr.
Hill, for 1 minute.

STATEMENT OF HON. FRENCH HILL, CHAIRMAN OF THE COM-
MITTEE ON FINANCIAL SERVICES, A U.S. REPRESENTATIVE
FROM ARKANSAS

Chairman HILL. I want to thank my friend from Nebraska,
Chairman Flood, for assuming the gavel on this important sub-
committee, our Housing and Insurance Subcommittee.

Mr. Flood has been long interested, as you can tell in his opening
statement, in rolling up his sleeves and doing the hard work first
to understand the challenges before reaching out in a bipartisan
way and looking for solutions. This hearing is a great example of
that approach.

The typical family median cost of a Federal Housing Administra-
tion ensured (FHA-ensured) home in my home State of Arkansas
is $175,000. In 2020, a 30-year mortgage rate was 3.1 percent.
With a 10-percent down payment, that family could be in that
house for $680 a month. Now, after Biden’s inflation, the mortgage
rate is 6.8 percent, and that monthly payment is now over $1,000.
Plus, in Arkansas, the average homeowner’s insurance rates were
$3,300 in 2023. Now they are up 9 percent to $3,600.

Housing affordability is important, not only in Arkansas and
Missouri and Nebraska but across the country. I look forward to
working with my colleagues.

I yield back to the chair.

Chairman FLOOD. The chairman yields back.

Today, we welcome the testimony of Hon. Paul Compton, a Man-
aging Partner at Compton Jones Dresher, LLP.

We welcome Dr. Emily Hamilton, who is a Senior Research Fel-
low and director of the Urbanity Project at the Mercatus Center at
George Mason University.

We welcome Mr. Buddy Hughes, who is the Chairman of the
Board with the National Association of Home Builders.

We welcome Ms. Tara Vasicek, who is the City Administrator for
the City of Columbus, Nebraska, and we welcome Ms. Nikitra Bai-
ley, the Executive Vice President with the National Fair Housing
Alliance.

We want to thank each of you for taking the time to be here.
Each of you will be recognized for 5 minutes to give an oral presen-
tation of your testimony. Without objection, your written state-
ments will be made part of the record.

I would add that when the Ranking Member of the full Financial
Services Committee, Ms. Waters, arrives, we will take a short
break and ask her to make remarks for 1 minute.

Hon. Compton, you are now recognized for 5 minutes for your
oral remarks.
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STATEMENT OF HON. PAUL COMPTON, MANAGING PARTNER,
COMPTON JONES DRESHER, LLP

Hon. CoMmpPTON. Thank you, Chairman Flood, Ranking Member
Cleaver, Chairman Hill, members of the subcommittee. Thank you
for this opportunity to testify and share my perspectives on in-
creasing the housing supply.

I have practiced law at the intersection of real estate, banking,
tax, and affordable housing for more than 30 years. After my Sen-
ate confirmation in a bipartisan vote in 2017, I served as General
Counsel of HUD under Secretary Ben Carson. Since that time, I
have returned to private practice, focusing on affordable housing.

In July 2024, I had the privilege of testifying before this sub-
committee concerning cutting through government red tape in
order to increase the supply and affordability of housing. I appre-
ciate this opportunity to follow up on that.

In that testimony, I expressed my view that over-regulation, par-
ticularly at the State and local levels, has driven up housing prices.
The biggest part of the solution, in my view, lies in restoring
checks and balances at those same levels to curb the continuous
growth in housing regulation over the past 40 years.

Numerous studies establish several facts. The real cost of hous-
ing construction has not meaningfully increased over the past 40
years when adjusted for inflation. The real cost of housing has sub-
stantially outstripped inflation over that period. The core compo-
nents of that excess cost are land costs driven by land-use regula-
tion, the direct cost of regulation, and the indirect cost of regula-
tion, raising risk of creating homes.

From community to community, and indeed from Federal agency
to Federal agency, there is great variation in the nature of regula-
tion. How Massachusetts regulates housing is different from Cali-
fornia, which is certainly different from Texas. Moreover, how HUD
regulates housing is different from how the United States Depart-
ment of Agriculture (USDA) regulates housing.

One result of this is, the housing market, particularly for single-
family and smaller multifamily developments, is incredibly local-
ized in nature. Thus, I believe that the first conclusion for this
committee is that there are not one or even two or three problems
but there are many, many.

I believe that we must first view this systemically—that is, how
can our overall governing structures be adjusted so that there is
not a continuing bias to more regulation?

Second, we must look aggressively at each opportunity to pare
back regulations.

In the Federal context, I can give one example of this. Under
HUD’s National Environmental Policy Act regulations, nearly every
program, from FHA loans to Community Development Block Grant
(CDBG) to HOME Program grants, requires a governmental envi-
ronmental review and notification process for the public. There are
thousands, if not tens of thousands, of these each year.

Yet, over the last 6 years, as this process has delayed countless
projects by many months and cost millions of dollars, it has re-
sulted in a grand total of four environmental impact statements.
We simply are regulating in a way that is excessive in light of the
benefits that it is producing.
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In many cases, as I noted, it is not just merely the cost of red
tape and regulation, but it is the increase in risk.

There are several other elements that I would like to specifically
call out.

As I noted, first of all, it is eliminating most or perhaps all
HOPE HUD programs from the coverage of the National Environ-
mental Policy Act (NEPA). Under the revised definition contained
in the Fiscal Responsibility Act of 2023, they simply do not meet
the definition of a major Federal action. This does not mean that
any of the substantive environmental requirements change, but
only that the bureaucratic process of notice and review does.

Second, make Federal property available for housing. This is
more difficult than it sounds, but there is one clear and easy way
to do it, and that is through the authority of the Department of De-
fense to enter into enhanced-use leases, which provide ground
leases that could then be combined with FHA financing to create
housing in these locations.

We looked, under Secretary Carson, many times at using Federal
land for housing, and it is incredibly challenging to do that, but the
military, through its Enhanced-Use Lease Program, can easily do
that if we can just get HUD and the Department of Defense (DOD)
on the same page.

Next, I would reconsider the scope of limitations caused by habi-
tat restrictions—in particular, the northern long-eared bat. This
covers almost the entire eastern United States and causes many,
many delays in projects.

Mr. Chairman, thank you. I will be delighted to answer questions
on this and other topics.

[The prepared statement of Hon. Compton follows:]
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‘WRITTEN STATEMENT OF
J. PAUL COMPTON, JR.
PARTNER, COMPTON JONES DRESHER LLP
BIRMINGHAM, ALABAMA

Before the United States House of Representatives
Financial Services Committee,
Subcommittee on
Housing and Insurance

March 4, 2025
“Building Our Future: Increasing Housing Supply in America”

Chairman Flood, Ranking Member Cleaver and Members of the Subcommittee,
thank you for the opportunity to testify and share my perspectives on increasing housing
supply, and particularly workforce housing?, in the United States.

My name is Paul Compton and I have practiced law at the intersection of real
estate, banking, tax, securities and affordable housing for more than 30 years. After my
Senate confirmation in a bipartisan vote in 2017, until 2020, I served as General Counsel
of HUD under Secretary Ben Carson. Since that time I have returned to private law
practice in Birmingham, Alabama, continuing to focus on affordable housing and
commercial real estate.

In July 2024 1 had the privilege of testifying before this Committee concerning
cutting through government red tape in order to increase the supply and affordability of
housing. 1appreciate this opportunity to follow up on that testimony.

In that testimony, I expressed my view that while overregulation, particularly at
the state and local level, is the cause of high housing prices, the solution is the need to
reestablish checks and balances, especially at the state and local level, to continuous
growth over the past 40 years in housing-related regulation. Numerous studies, but in
particular a comprehensive review of scholarship on regulation and housing supply
conducted for the National Bureau of Economic Research more than ten years ago by
Joseph Gyourko and Raven Molloy, in my mind, definitely establishes several facts:

A. The real, that is, inflation adjusted, cost of housing construction has not
meaningfully increased over the past 40 years.

1 There is not a federal definition of “workforce housing”. Itis commonly used but could mean many things.
Sometimes it is synonymous with affordable housing and, indeed, sometimes uses the same HUD rent
{evels, which are usually 60% or less of median income. However, more commonly, it is intended to refer
to median income levels of 80% t0 120%. Most often, it signifies housing that would be affordable by middle
and lower-middle class working persons. In this respect, it is usually intended to mark a distinction from
housing that is supported by HUD Section 8 project-based assistance or housing choice vouchers or similar
programs from the United States Department of Agriculture or public housing.

1
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B. The real cost of housing has substantially outstripped inflation over that
period.
C. The core components of that excess cost are land costs, indirectly driven by

land use regulation, the direct cost of regulation and the indirect cost of regulation
in terms of time.

In my prior testimony, I noted my view that there are hundreds of federal
government red tape impediments and tens of thousands of state and local ones (some
spurred by federal requirements), which like the tiny ropes of Lilliputians in Gulliver’s
Travels, ensnare and keep flat on its back market forces and entrepreneurship which
could otherwise make housing much more abundant and less costly in the United States.
I believe that Jonathan Swift’s classic, Gulliver’s Travels, remains as accurate a political
satire today as it was when written almost 300 years ago. And the problems America faces
in this case are as old as bureaucracy.

From community to community, and indeed even from federal agency to federal
agency involved in housing programs, there is great variation in the nature of regulation.
How Massachusetts is regulating housing is different from California, which is certainly
different from Texas. Moreover, how the United States Department of Agriculture is
regulating its housing programs is different in many respects from the way that the United
States Department of Housing and Urban Development is regulating its. One result of
this is that the housing market, particularly for single-family and smaller multifamily
developments, is incredibly localized in nature.

Thus, 1 believe that the first conclusion for this Committee is that there is not one
or even two or three or four or five answers to this problem. Instead, I believe that it first
must be viewed systemically; that is, how can our overall governing structures be adjusted
such that there is not a continuing bias to more regulation?

Second, we must look, aggressively, for each opportunity to pare back regulations,
even if in some cases it is possible to concede that they are helpful but on the other hand
they exert an overall drag which is against the public interest. In this respect, I note that
the same NBER paper which I referenced earlier examined whether public benefit from
increasing regulation outweighed the higher real cost of housing and concluded that this
is likely not the case. Instead, those who benefit from regulation have greater influence
in the local political process and policymakers have an inflated view of the benefits and
underestimate the costs of regulation.

In the federal context, I can give one example of this. Under HUD’s National
Environmental Policy Act regulations, nearly every program, from FHA loans to
disbursing proceeds of CDBG and HOME Program grants, requires a governmental
environmental review and notification process. There are thousands, if not tens of
thousands, of these each year. Over the past six years, this process, which in each case
adds many months and thousands of dollars to the cost of the housing projects which are
involved, has resulted in a grand total of four environmental impact statements being
deemed to be required. And most of those related to Rental Assistance Demonstration

2
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projects which are themselves usually reconstructions of public housing projects in dense
urban areas; it is hard to conceive that these are, in the abstract, the sort of project that
would actually have broad scale environmental concerns. But whatever the benefit of
these environmental impact statements, we have otherwise imposed enormous costs
across the housing sector, at least insofar as any federal dollars were concerned. As T will
discuss in a moment, that is one of the reasons that implementation of the National
Environmental Policy Act (“NEPA”) needs to be reconsidered broadly.

In many cases, it is not the requirements or expense of the red tape itself directly
that is the chief impediment but rather the enormous cost in time which these
cumulatively impose. For projects costing in the hundreds of thousands to many millions
of dollars, these extended timetables imposed by otherwise not individually unreasonable
government objectives collectively impose enormous costs. First, they impose costs for
professionals and for reviewing and coordinating them. Second, there is the time value
of money. Third, and perhaps most importantly, they impose the cost of much more risk.
Simply put, bad things can happen during delay, such as increased costs, higher interest
rates, land sellers who lose patience, investors who find other opportunities, and
downturns in the economic cycle. This all especially affects smaller projects, where
regulatory costs are fixed and high relative to the project size and a small increase in risk
turns profit to loss. And the threat of that means nothing gets done.

As Inoted in July, much of the growth in regulation has occurred since individual
and small business real estate investors were economically pushed out of the market by
the 1986 Tax Act. Indeed, the Reagan 1986 Tax Act brought us the low-income housing
tax credit, a temporary provision at the time, which was intended to help offset the
recognized impact of effectively taking individual and small business investors out of the
residential rental real estate market. While this is multifamily rental real estate, items
that affect its cost and availability have a direct impact on the cost of single-family homes,
as these serve as functional equivalents for many persons. Thus, lower multifamily rental
rates generally result in lower housing costs and vice versa.

The most problematic tax provision is the so-called passive activity loss limitation
contained in Section 469 of the Internal Revenue Code. This essentially precludes
anyone, other than a “widely-held C corporation”, which typically means a public
corporation, from using “passive losses”, which include any losses generated from real
estate, primarily through depreciation, to offset either active income or so-called portfolio
income, which would include dividends and capital gains. There is an exemption for “real
estate professionals” but that is only someone who essentially is involved full time in the
real estate business as a developer or broker — usually the people who are actually looking
for investors and are not frequently the principal investors themselves.

Further, this cordoning off of individual investors located in the same communities
they would in many cases be investing in has skewed development in the United States to
larger projects and larger cities. Stated most clearly, a real estate investment fund in
Columbus, Ohio has little interest in participating in the development of small-scale
market-rate housing development in Columbus, Nebraska.

#64156.2
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Thus, my first and principal suggestion, especially as the Congress turns its
attention to considering the expiration of the Tax Cut and Jobs Act, is to restore the ability
of individual investors and closely held businesses to invest in local residential real estate.
Specifically, I recommend that passive loss limits and other related impediments to
investment in residential real estate be repealed with respect to those individual investors
and closely held businesses, at least if investing within, say, 50 miles of the home or
principal business office of such individual or business.

Second, the following are some of those Lilliputian pieces of red tape on the federal
level which could be “snipped™

1. Eliminate most, or perhaps all, HUD programs from the coverage of NEPA.
Under the revised definition contained in the Fiscal Responsibility Act of 2023, they
simply do not meet the definition of a “major federal action”. This is because HUD does
not control the location or nature of the projects, but instead simply sets broad
parameters for what it will finance. Moreover, it is difficult to conceive that NEPA,
primarily aimed at nuclear power plants, hydroelectric dams, canals and air bases, should
instead be deemed to be applicable to providing some of the financing to a private party
for 80 apartment units in the middle of a city block. This doesn’t mean that any of the
substantive environmental requirements change but only the bureaucratic process of
notice and review does.

Courts have held the Council on Environmental Quality regulations, on which the
regulations of HUD and every other federal agency are based, were themselves
unconstitutional. The current Administration has directed that those rules be withdrawn.
This presents a clear field for better regulation by HUD and other federal agencies that
are involved in similar housing programs to remove one of the greatest federal regulatory
costs to the programs which they ostensibly support.

2. Encourage HUD and the Department of Defense to get on the same page to
permit FHA Section 221(d)(4) and 223(f) financing to be used for projects which are
located on excess federal land that are otherwise part of military bases and which are
leased to private entities. The beauty of this is that literally no legislative or regulatory
action is needed. The Department of Defense has clear authority to enter into ground
leases and HUD has the ability to finance projects on leased land. It just happens HUD
has never done this for land leased from, yes, the same federal government which itisa
part of. And DoD needs to recognize that, as the party taking the credit risk, HUD needs
a say on various items under the lease. This is one of the clearest and cleanest ways that
we can use federal lands to support increasing the housing supply. Other avenues have
many, many strands of red tape; believe me, we looked at this very hard at Secretary Ben
Carson’s direction when I was General Counsel of HUD. It is, practically speaking,
impossible to effect in a broad or rapid way. Moreover, there is a great need for housing
in areas surrounding military bases for service members and their families. The private
market can do this at a fraction of what it costs for the Department of Defense to build its
own housing. This one is a no-brainer and after more than two years of trying to get two

#64156.2
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federal agencies on the same page about this, I hope that incoming leadership will be able
to do this.

3. Abolish so-called mixed wage decisions with respect to the application of
the Davis-Bacon Act to residential development. Treat all residential development as
simply that — residential without dividing the project up into subsets creating incredible
complexity and cost for builders. Note that this occurs simply through (likely
unenforceable) administrative fiat at the Department of Labor and not even regulation or
official guidance. Thus, it can readily be rescinded.

4. Withdraw HUD’s policy concerning limitations on criminal background
checks for rental tenants -- the so-called “Check the Box Rule”. This was implemented
simply by a memorandum of the General Counsel of HUD during the Obama
administration without any administrative process, and now is in clear contravention of
Supreme Court guidance on disparate impact. Further, the Biden Administration brought
enforcement actions and published further sub-regulatory guidance broadening its scope.
It makes operating rental properties more costly, especially with respect to liability
insurance, and increases risk of erime to other tenants.

5. Reconsider the scope of limitations on development imposed by habitat
restrictions related to threatened and endangered species, such as the northern long-
eared bat. Its covered habitat is most of the eastern half of the continental United States.
It precludes cutting trees for significant parts of the year, thus affecting thousands of
projects. And in particular, the trees that are especially off limits to being cut are dead
trees which are likely to constitute a safety hazard to the humans near them.

6. Review and streamline HUD site and neighborhood standards regulations.
These are based on 50-year-old notions of what land use planning should be. They are,
in effect, an additional federal zoning layer. Sec. Turner’s recent recission of the
Affirmatively Furthering Fair Housing regulations is a step in the right direction.

7. Improve the low-income housing tax credit. This would include increasing
the amount of available credit, lowering the required threshold to obtain tax credits in
conjunction with private activity bond financed projects from 50% to 25% and, generally,
simplifying the credit. Regarding simplifying the credit, unbundling it from the enormous
complexity of partnership tax allocations would result in a distinet savings in transaction
costs. The “Allocation by Agreement” model works well for many state low-income
housing tax credits and could be used on the federal side as well with no economic changes
but a distinctly simpler approach. Proposed changes in pending legislation are generally
all good but they are incremental. If Congress really wants to address the broad scale
housing issue, it is time to be bold.

8. Review generally any “add on” requirements to programs which impede the
speed or efficiency with which they can be implemented. Examples would be incentives
for construction which require union labor or specific domestic content, requirements for
construction which impose specific climate or energy requirements, childcare
requirements for employers, particularly precise tenant targeting requirements, or

5

#64156.2



12

general requirements that impose upon private business the obligation to operate under
bureaucratic norms (more policies and more paperwork).

9. Provide incentives and penalties to states to encourage them to set
limitations on the amount of local regulation on housing. The focus on action at the state
level is important for several reasons. First, it is simply more manageable than trying to
address the huge number and variety of situations across this enormous and varied
nation. Second, the problems often occur in particular communities where regulations
are intended to be a barrier against people moving in from relatively nearby. States are
more responsive to all of those voters and not just the ones inside the regulatory walls.
Third, this better preserves federalism, albeit not perfect, and has less risk of
micromanagement from Washington, D.C.

10.  Have HUD’s excellent Office of Policy Development and Research study and
quantify the cost, in terms of time itself but especially increased risk, of regulatory delays
on housing production.

Thank you for this opportunity to bring these thoughts and issues before you. I

look forward to your questions and the opportunity to hopefully provide further insights
into this crucially important but immensely complex issue.

#54156.2
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Chairman FLooD. Thank you, Hon. Compton.
Dr. Hamilton, you are now recognized for 5 minutes for your oral
remarks.

STATEMENT OF EMILY HAMILTON SENIOR RESEARCH FEL-
LOW AND DIRECTOR OF THE URBANITY PROJECT,
MERCATUS CENTER AT GEORGE MASON UNIVERSITY

Dr. HAMILTON. Thank you, Chair Flood, Ranking Member
Cleaver, and members of the subcommittee. I am Emily Hamilton,
a Senior Research Fellow at the Mercatus Center at George Mason
University.

Outdated land-use and building regulations that restrict housing
supply and drive up costs are a key driver of the affordability prob-
lems we are discussing today.

While State and local governments played a primary role in
shaping these policies, Federal action matters too. In some cases,
Federal policies directly limit housing supply, and, in others, Con-
gress can provide leadership by supporting State and local reform-
ers working to modernize outdated rules.

Today, 1 will highlight three areas where Congress can help
State and local policymakers learn from what is working and re-
peal its own rules that are standing in the way of housing con-
struction: first, reforming land-use regulations; second, expanding
opportunities for siting manufactured housing; third, introducing
improved analysis into the building code development process.

To the first area, reforming land-use regulations.

Rules that require each housing unit to use a lot of land place
a high floor on the cost of building, but we have many examples
of reforms that facilitate improved affordability. For example,
Houston reduced the amount of land required for each new single-
family house by two-thirds. As a result of this policy change, 80,000
houses have been built on small lots and Houston is the most af-
fordable large Sun Belt metro.

Congress could facilitate knowledge-sharing by directing HUD to
publish model policies for facilitating new, less-expensive housing
construction based on proven land-use reforms like this. It could
also lead, by example, to repealing the Height of Buildings Act for
D.C., which squeezes apartments out of the city’s central business
district.

To the second area, expanding opportunities for siting manufac-
tured housing.

Manufactured housing is the least expensive way to build a new
home in the U.S. today. However, many localities are choosing not
to zone land for new manufactured housing.

Congress Members could sing the praises of policymakers in
States including Maryland, Montana, and Nebraska who have
passed laws requiring their localities to allow manufactured hous-
ing to be used on any lot where site-built housing would be al-
lowed, as well as policymakers in States like Arkansas and Texas
who have banned aesthetic requirements that may make manufac-
tured housing impractical.

Federal statute currently requires every manufactured house to
sit on a permanent steel chassis, even if the house is going to be
attached to a foundation, never to be moved after its delivery from
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the factory. Congressional reform could improve the affordability of
manufactured housing by removing this permanent-steel-chassis
requirement, reducing costs and opening up opportunities for more
flexible use of manufactured units.

Finally, introducing economic analysis into the building code de-
velopment process.

While HUD’s code for manufactured housing provides the most
economical way to build new housing today, most new housing is
built according to a State or local building code. In the U.S., these
codes are based on model codes published by the International
Code Council.

A 2022 survey found that just those building-code regulations
adopted in the past 10 years make up 11 percent of the cost of
building new apartment buildings.

Americans deserve building codes that achieve high safety stand-
ards while remaining cost-effective, but the model codes that pro-
vide the foundation of U.S. building codes are not based on rigorous
analysis.

HUD could help by creating model codes for areas where State
and local policymakers are expressing interest in reform, including
a code for single-stair multifamily buildings up to six stories and
a version of the International Residential Code that could cover up
to six units.

To conclude, the heavy lifting in zoning and building-code reform
must come from State and local policymakers, but Congress can aid
these efforts by shining a light on successful policies and repealing
its own rules that are standing in the way of more housing at bet-
ter prices.

Thank you.

[The prepared statement of Dr. Hamilton follows:]
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Thank you, Chair Flood, Ranking Member Cleaver, and members of the subcommittee. I am Emily
Hamilton, a senior research fellow at the Mercatus Center at George Mason University, where I am
codirector of the Urbanity Project.

Housing affordability is a serious and growing problem for too many Americans. While the share of
households that are renters has remained relatively steady for several decades, the share of income that
the median renter spends on rent has increased by 25 percent since 1980. The increase is even sharper
for households with children and for those living in the country’s regions with some of the highest-
paying jobs.! Outdated land use and building regulations contribute significantly to the undersupply of
housing and housing affordability challenges.

Land use and building regulations are predominantly implemented at the state and local levels. At the
federal level, policymakers can support housing reform by providing leadership on reforming the rules
that are standing in the way of badly needed housing. Federal policymakers can use their platforms to
aid knowledge sharing on best practices in land use and building regulations, and, in a few cases, federal
policymakers can reform specific federal rules that are driving up the cost of housing construction.

Federal policymakers can support and supplement state and local reform efforts to improve the
feasibility of building starter homes and workforce rental housing by

1. reforming zoning,
2. expanding opportunities for siting manufactured housing, and
3. introducing improved analysis into the building-code development process.

YEmily Hamilton, “Zoning Out American Families,” Discourse, February 23, 2023.

For more information or to meet with the scholar, contact
Mercatus Qutreach, 703-993-4830, mercatusoutreachi@mercatus.gmu.edu
Mercatus Center at George Mason University, 3434 Washington Blvd,, 4th Floor, Arlington, Virginia 22201

The ideas presented in this document do not represent official positions of the Mercatus Center or George Mason University.
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Zoning Reform

New data are creating opportunities for evaluating zoning across the country, and one estimate finds
that 75 percent of the land where US cities allow residential development is limited exclusively to
detached single-family housing.? Housing types, such as townhouses or apartment buildings, that allow
buyers or renters to share a piece of expensive land across multiple households are allowed on only a
small share of land.

Just as importantly, localities almost always require that each single-family house sit on a large yard.
Minimum lot size requirements vary widely across the country. In the West, the typical new house sits
on a lot less than 7,000 square feet, while in the Northeast, the typical new house sits on a lot about
three times as large.® In places where land is expensive, either due to particularly high demand for
housing or due to high agricultural land value, these rules place a high floor on the cost of building a
new house.

There are many successful examples of zoning reform that have addressed this issue and improved
housing supply and affordability. For example, in 1998, Houston policymakers reduced minimum lot
size requirements from 5,000 square feet to 1,400 square feet in the city center, and in 2013 it expanded
the successful policy to cover the entire city. As a result of this policy change, 80,000 houses have been
built on small lots that would not have been approved for this use prior to the rule change.*

Minimum lot size requirements also have indirect effects on starter-home construction. Because few
buyers want a small, basic house that is nonetheless expensive due to land costs, minimum lot size
requirements incentivize builders to provide large, expensive houses. In Houston, we see that
minimum lot size reform has made the construction of smaller houses profitable, with smaller lots
improving affordability both directly and indirectly.® As figure 1 on the next page shows, among large
Sun Belt metros, Houston has the lowest ratio of house prices to incomes, reflecting its relative
openness to starter-home construction.

While Houston is notable for its reforms that make single-family construction less expensive, localities
from Minneapolis, MN, to New Rochelle, NY, have seen reforms that have expanded opportunities for
multifamily construction leading to large increases in workforce housing supply.6 Congress could
encourage this type of reform and lead by example by repealing the Height of Buildings Act that applies
to Washington, DC, squeezing apartments out of the city’s central business district. It could also
facilitate knowledge sharing of policies proven to make workforce-housing construction feasible by
directing the Department of Housing and Urban Development (HUD) to publish model policies that
facilitate new, less-expensive housing construction.

2 Emily Badger and Quoctrung Bui, “Cities Start to Question an American ideal: A House with a Yard on Every Lot,” The
New York Times, June 18, 2019,

3US Census Bureau, “Characteristics of New Housing, Lot Size, Single Family Completed,” 2024,
https://www.census.gov/construction/chars/current.html.

4 Emily Hamilton, “Learning from Houston Townhouse Reforms,” (Mercatus Policy Brief, Mercatus Center at George
Mason University, April 2023).

5 Mike Mei, “House Size and Household Size: The Distributional Effects of the Minimum Lot Size Regulation” (job market
paper, University of Michigan, October 17, 2022),
https://mikemei.com/uploads/1/3/7/2/137207430/mei_mike_2022_jmp.pdf.

6 Alex Horowitz and Ryan Canavan, “More Flexible Zoning Helps Contain Rising Rents,” Pew, Aprit 17, 2023,
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FIGURE 1. Household median income as a multiple of median house price of metropolitan statistical areas
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Expanding Opportunities for Siting Manufactured Housing

Manufactured housing built to the Department of Housing and Urban Development’s code is the least
expensive way to build a new home in the US today. The median income of the homebuyer of
manufactured housing is $57,000 compared to $93,000 for site-built housing.” In spite of the
affordability advantages of manufactured housing, these homes have shrunk from about 20 percent of
all new single-family houses prior to 2000 to just 9 percent of total new single-family houses today.?

The decline of manufactured housing as a share of all new housing has been driven in large part by
increasingly scarce land being zoned for manufactured housing.? As with the construction of small, site-
built starter homes, manufactured housing requires inexpensive land to be a viable option. This means
allowing manufactured housing to be placed on small lots. Localities can go further to make low-cost
housing a viable option by addressing subdivision regulations that mandate wide streets and expensive
finishes that drive up the cost of each home in a new subdivision.

Several states, including Nebraska, Montana, and Maryland, have adopted laws requiring localities to
allow manufactured housing to be used on any lot where site-built housing would be allowed. While
this is a promising step, policy barriers stand in the way of working Americans using manufactured
housing. In addition to the literal exclusion of manufactured housing, many local zoning rules include

7 Karan Kaul and Daniel Pang, “The Role of Manufactured Housing in Increasing the Supply of Affordable Housing," The
Urban Institute, July 2022.

2 Donald H. Layton, "Manufactured Housing Is a Good Source of Unsubsidized Affordable Housing—Except When It's Not:
Key Facts and Figures, and Some Unusual Economics (Part 1),” NYU Furman Center, February 21, 2023.

2 Esther Sullivan, Manufactured Insecurity: Mobile Home Parks and Americans' Tenuous Right to Place (University of
California Press, 2018).
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aesthetic requirements that make manufactured housing infeasible to build, such as requirements for a
specific roof pitch or bans on low-cost siding materials.

‘While zoning is a key barrier to the viability of manufactured housing, recent changes to HUD’s code
for manufactured housing have improved opportunities to use these homes in new configurations as
duplexes, triplexes, or fourplexes in places where local rules make these less-expensive options
possible.10 Congressional reform could go further and eliminate the current permanent steel chassis
requirement for manufactured housing. Manufactured housing without a permanent chassis would
both reduce construction costs and create improved opportunities for multistory configurations that
may be particularly desirable in higher-cost markets.

Iintroducing Economic Analysis into the Building Code Development Process

While HUD’s code provides the most economical way to build new housing today, most new housing is
built according to a state or local building code. In the US, these codes are based on model codes
published by the International Code Council (ICC), a nonprofit organization. Their basic codes are the
International Residential Code (IRC), which applies to one- and two-unit housing structures, and the
International Building Code, which applies to larger multifamily buildings. Both the complexity of
these codes and their compliance costs have ballooned in recent years, particularly for the International
Building Code. A 2022 survey found that building-code changes adopted since 2012 make up 11 percent
of the cost of new buildings.1t

Unlike many zoning regulations, building code rules serve important health and safety purposes.
However, the model codes that provide the foundation of US building codes are not based on the
rigorous analysis that is crucial for achieving safety objectives in a cost-effective manner. To take one
example, the IBC requires two means of egress from all multifamily buildings over three stories. This
requirement has been a feature of US building codes since well before sprinkler requirements and other
fire-safety improvements have drastically reduced the risk of fire deaths in multifamily buildings, and
many countries that allow taller apartment buildings to have a single staircase have better fire safety
outcomes than the US.

Pro-housing Yes In My Backyard (YIMBY) advocates have begun supporting a reform that allows taller
apartment buildings to be built with a single-staircase.12 This is an important reform that could open up
opportunities for less-expensive, higher-quality apartments.13 Additionally, some state and local
policymakers are considering allowing more than two units to be built under the International
Residential Code, which offers substantial cost savings relative to building under the International
Building Code.i4

© Andrew Justus and Alex Armilovich, “Two Big Developments in Manufactured Housing Reform: New Rules, New Bill,”
Niskanen Center, October 21, 2024,

" Paul Emvath and Caitlin Sugrue Walter, “Regulation: 40.6 Percent of the Cost of Multifamily Development,” National
Association of Home Builders and the National Multifamily Housing Council, 2022,

2 Stephen Smith, “Reform Efforts Across North America,” Reform Trackers, Center for Building in North America, last
accessed February 27, 2025, https://www.centerforbuilding.org/trackers.

B Sean Jursnick and Peter LiFari, “The Single-Stair Solution: A Path to More Affordable, Diverse, and Sustainable
Housing,” (Mercatus Policy Brief, Mercatus Center at George Mason University, February 2025).

 Daniel Herriges, “A Trailblazing Reform Supports Smali-Scale Development in Memphis,” Strong Towns, January 26,
2022
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While these discrete reforms could make important improvements in workforce-housing availability,
the underlying problem is that US building codes need to be based on better reasoning. Whereas federal
agencies are required to provide rigorous benefit-cost analysis for significant rules, the ICC uses no
such process. The lack of analysis in the code development process allows rule changes to be made
based on emotion rather than science.s

Americans deserve building codes that achieve high safety standards while remaining cost effective.
HUD could help by identifying cost-saving measures in new ICC model codes, making it feasible for
states or localities to adopt just these rules and not new codes in their entirety, which may have cost-
increasing requirements.16 HUD could also publish model codes for areas where state or local
policymakers are expressing interest in reform, such as a code for single-stair multifamily buildings up
to six stories and a version of the IRC that covers more than two units.

Conclusion

While the heavy lifting in zoning and building-code reform must come from state and local
governments, Congress can aid these efforts. Members can point to successful reforms in their districts
or elsewhere, encouraging state and local policymakers in their states to learn from these successes.
Congress could go further by directing HUD to publish best practices in zoning and building codes to
support starter homes and workforce housing. In specific areas, such as the Height of Buildings Act and
the steel chassis requirement for manufactured housing, Congress could act directly to repeal
regulations that are standing in the way of more housing at better prices.

5 Emily Hamilton, “Reforming US Building Codes,” Regulation, Winter 2024-2025.

6 Salim Furth and Charles Gardner, “Boosting Housing Affordability: Practical Suggestions for Congress and the White
House,” (Mercatus Policy Brief, Mercatus Center at George Mason University, April 2023).



20

Chairman FLooD. Thank you, Dr. Hamilton.
Mr. Hughes, you are now recognized for 5 minutes for your oral
remarks.

STATEMENT OF BUDDY HUGHES, CHAIRMAN OF THE BOARD,
NATIONAL ASSOCIATION OF HOME BUILDERS

Mr. HuGHES. Thank you, Chairman Flood, Ranking Member
Cleaver, Chairman Hill, and members of the subcommittee. Thank
you for the opportunity to testify today on behalf of the National
Association of Home Builders (NAHB).

The United States is facing a fever-pitched housing affordability
crisis. Nearly 77 percent of U.S. households cannot afford just the
median price of a new single-family home.

Even small price increases have sharp effects. Every time $1,000
gets added to the cost of a home, a new home, an additional
106,000 households are priced out of the market.

What is fueling this unaffordability is the rising construction
costs, which make it increasingly difficult for builders to produce
housing that is attainable for buyers and renters, and lack of sup-
ply of over 1.5 million housing units.

The headwinds placing pressure on builders can be boiled down
to five categories that we call the “five L’s”: lending, lots, labor,
lumber, and laws.

Last year, NAHB released a 10-point plan to tame shelter infla-
tion and ease the housing affordability crisis. We must work to-
gether to tackle these issues to ensure that all Americans have ac-
cess to affordable housing.

On lending, a lack of capital, particularly for small builders, is
a key constraint on supply. The Acquisition, Development and Con-
struction (AD&C) loan is one of the most heavily used financing
tools in a builder’s credit toolbox. Unfortunately, AD&C credit is
tightening. Home builders rely on community banks for these loan
products, but fewer banks mean fewer opportunities for a competi-
tive interest rate.

In addition to AD&C, builders utilize and rely on several Federal
programs to help them supply new homes and apartments. These
programs should be preserved and strengthened through practical
regulatory processes.

The availability of building lots is a major issue limiting housing
production. Many metro areas face a shortage of developed land.
Zoning laws and land-use restrictions make it difficult to convert
undeveloped land into housing. Passing the chairman’s Identifying
Regulatory Barriers to Housing Supply Act will help policymakers
identify housing barriers that prevent the production of more sup-
ply.

Our Nation’s skilled labor force cannot meet our housing needs.
Month to month, there are over 300,000 open positions. We must
support programs like Job Corps and legislation like the Creating
Opportunities for New Skills Training at Rural and Undeserved
Colleges and Trade Schools (CONSTRUCTS) Act to help prepare
young adults for rewarding careers in construction and other essen-
tial trades.

The cost and availability of materials, particularly lumber, sig-
nificantly affect housing production. While lumber prices have fluc-
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tuated, supply chain instability and tariffs on imported materials
continue to create uncertainty for builders. Boosting our domestic
supply of lumber and negotiating a long-term softwood lumber
agreement with Canada can help stabilize this volatile market, giv-
ing builders greater price stability.

We respect regulation aimed at health, safety, and welfare. How-
ever, the HUD/USDA minimum energy standards, using the 2021
International Energy Conservation Code (IECC), offers minimal
cost savings to homeowners. Instead, this mandate significantly in-
creases housing costs, especially in the entry-level market, thereby
limiting access to mortgage financing and disadvantaging buyers.

HUD and USDA should assist vulnerable home buyers and rent-
ers, not price them out of the market. This policy will deter new
construction at a time when increasing the housing supply is cru-
cial to lowering shelter inflation cost.

Thank you again for this opportunity. The five L’s—lending, lots,
labor, lumber, and laws—are significant headwinds facing the resi-
dential construction industry, but if we partner together to address
each factor, then we will be able to create the housing supply that
all Americans need.

Thank you again.

[The prepared statement of Mr. Hughes follows:]
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Introduction

Chairman Flood, Ranking Member Cleaver, and members of the Subcommittee, | appreciate the
opportunity to appear before you today on behalf of the National Association of Home Builders (NAHB)
to share our views on how we can increase supply to make housing more attainable for homebuyers and
renters. My name is Buddy Hughes, and | am a home builder and developer based in Lexington, North
Carolina, with over 45 years of experience in the industry. | serve as NAHB’s Chairman of the Board of
Directors.

NAHB represents more than 140,000 members who are involved in building single-family and
multifamily housing, remodeling and other aspects of residential and light commercial construction.
NAHB's members construct approximately 80% of all new housing in the United States each year.

Regrettably, the overarching theme of our nation’s housing landscape is a deep undersupply of units—
both in the single-family and multifamily markets. Our research finds that there is a 1.5-million-unit
shortage across the United States." This housing deficit is fueling unattainable home prices and pushing
Americans away from homeownership. To illustrate this, our “Priced-Out” survey finds that nearly 77%
of U.S. households are unable to afford a median priced new home. Even incremental price increases
have impactful consequences. The study further underscores that for every $1,000 increase in the
median price of a new home, an additional 106,031 households are priced out of the market.?

Let’s step back and look at the big picture: it is exceedingly costly to build housing, which limits supply,
and pushes prices higher. The headwinds driving housing costs upward can be attributed to five key
factors known as the “5 Ls"— lending, lots, labor, lumber (materials), and laws (regulations). Each one of
these contributes to rising costs and ultimately limits the supply of new housing—making
homeownership and rental housing more expensive. The sections below will break down each of the “5
Ls" and provide supporting economic data to further illustrate the headwinds home builders are
experiencing.

The “5 Ls”
1. Lending (Financing)

Access to financing is a critical factor that affects both home builders and buyers. Most NAHB members
are small businesses that rely on community banks to finance their home building and development
activities. NAHB would like to thank full-committee Chairman Hill for his efforts to look at banking
regulations that are a compliance burden on community banks and hinder their ability to meet the
financing needs of small home building and development companies.

For private builders, the availability of construction loans and development financing plays a crucial role
in determining how many new homes can be built. Tight lending conditions and higher interest rates
discourage new construction. On the demand side, rising mortgage rates and stricter lending standards
make it harder for buyers to afford homes.

! The Size of the Housing Shortage: 2021 Data: https://eyeonhousing.org/2022/12/the-size-of-the-housing-
shortage-2021-data/

? Na Zhao, Nearly 77% of U.5. Households Cannot Afford a Median-Priced New Home, https://www.nahb.org/-
/media/NAHB/news-and-economics/docs/housing-economics-plus/special-studies/2024/special-study-households-
cannot-afford-a-median-priced-new-home-april-2024. pdf?rev=cb6f4f7d50734 1cb9ece97b90b6709c3.
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If financing remains difficult to secure, both supply and demand suffer, worsening the housing shortage.
Home builders depend on several federal programs administered by federal agencies to help them
supply new homes and apartments and build communities. Likewise, home buyers use an array of
federal financing sources for their home purchase. While the following list is not exhaustive, it represents
the most widely used and influential programs for NAHB members and the modest-income Americans
they serve:

s Tax programs, such as the Low-Income Housing Tax Credit (LIHTC).

¢ FHA Mortgage Loan Insurance for single-family and multifamily housing.

* HUD's HOME Investment Partnerships (HOME) and Community Development Block Grant
(CDBG) programs.

* HUD Rental Assistance, primarily Section & Project Based Rental Assistance (PBRA) and the
Housing Choice Voucher (HCV) programs.

*  USDA Rural Housing Service single-family and multifamily programs.

* \eterans Affairs (VA) Home Loan Program.

Each of these programs serves an important purpose and constituency—they are not interchangeable
but are complementary. Different strategies are necessary to meet the housing needs of households
with different income levels in different parts of the country. The toolkit of federal government programs
that have been developed over the years in response to identified needs is essential to ensure that there
are affordable options for providing housing across the country. In addition, conventional financing
through Fannie Mae and Freddie Mac plays a critical role for the purchase of newly constructed homes
and multifamily properties.

To ensure that home builders can continue using these resources to house low-to-moderate-income
families, NAHB urges Congress and the Administration to:

* Improve the implementation and operation of these federal programs to make them more
efficient and effective and to reduce regulatory burdens on housing providers.

s Provide full funding for all HUD and USDA rental assistance contracts.

e Provide robust funding in the amount of $1.5 billion in FY 2026 for HUD’s HOME program, which
is the largest federal block grant used exclusively for housing purposes.

*  Provide strong budgets for the USDA homeownership direct loan programs and multifamily
housing programs.

* Ensure borrowers continue to have access to USDA-insured and FHA-insured single-family and
multifamily loans and VA homeownership programs.

The Role of the Low-Income Housing Tax Credit in the Rental Market

The housing affordability crisis cannot be solved without increasing rental housing supply. Nearly half of
renters are cost-burdened, spending over 30% of their income on housing.? Providing affordable rental
housing for lower-income households is financially impossible without subsidies, and the Low-Income
Housing Tax Credit (LIHTC) is the most effective tool available.

3 U.S. Census: Nearly Half of Renter Households Are Cost-Burdened, Proportions Differ by Race,
https://www.census.gov/newsroom,/press-releases/2024/renter-households-cost-burdened-race.html

3
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Created in 1986, LIHTC has financed approximately 4 million affordable apartments, ensuring long-term
rent stability. However, demand far exceeds the availability of credits. The program offers two credits: a
9% credit covering 70% of development costs and a 4% credit covering 30%, requiring developers to
secure additional financing through HUD loans and programs like HOME and CDBG.

LIHTC operates as a public-private partnership, shifting financial risk to builders and investors rather
than taxpayers. Investors cannot claim credits until after project completion, and if a project fails, the
IRS can reclaim the credits. This ensures accountability and guality development.

A key strength of LIHTC is state-level flexibility in awarding credits to address local needs, such as
housing for seniors, veterans, or the homeless. Despite this, demand for affordable housing still
outpaces supply. LIHTC properties outperform the broader multifamily market in financial stability, with
a 0.50% foreclosure rate and no reported new foreclosures in 2021 or 2022.° The program’s success
highlights its critical role in creating stable, affordable housing that strengthens communities and
revitalizes neighborhoods.

¢ Expanding LIHTC through enactment of the bipartisan Affordable Housing Credit Improvement
Act and ensuring HUD's continued support are essential to meeting the growing housing needs
of American families.

Lending Economic Data

The Acquisition, Development & Construction (AD&C) loan is one of the most heavily used financing
tools in a builder’s credit toolkit. Unfortunately, borrowers and lenders agreed that credit for residential
AD&C loans tightened further in the fourth quarter of 2024, according to NAHB's survey on AD&C
Financing and the Federal Reserve’s survey of senior loan officers.” A lack of capital for home builders—
particularly for smaller, private home builders - is a key constraint on housing supply.

According to the survey, Lenders primarily tightened credit by lowering loan-to-value or loan-to-cost
ratios (reported by 72% of builders and developers) and reducing the amount they were willing to lend
(61%). These restrictions make it more difficult to finance new development projects, exacerbating
housing supply challenges.

Despite tightening credit, interest rates on AD&C loans declined for the second consecutive quarter
across all four categories tracked by the NAHB survey:

» Land acquisition loans: 8.50% (Q3) - 8.48% (Q4)

+ Land development loans: 8.83% - 8.28%

* Speculative single-family construction loans: 8.54% - 8.34%
* Pre-sold single-family construction loans: 8.11% - 7.75%

“Cohn Reznick publishes 2023 Affordable Housing Credit Study:
https://www.cohnreznick.com/insights/cohnreznick-publishes-2023-affordable-housing-credit-study

% Credit for Builders Tightens, Cost Results Mixed: https://eyveonhousing.org/2025/02/credit-for-builders-tightens-
cost-results-mixed/
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However, the overall cost of AD&C credit remained mixed due to fluctuations in initial points charged on
loans. While points decreased for land acquisition loans (from 0.77% to 0.55%), they increased for land
development (0.68% to 0.75%), pre-sold single-family construction (0.26% to 0.67%), and speculative
single-family construction (0.49% to 0.64%). These conflicting trends resulted in variable effective
interest rates across different loan categories:

+ Land acquisition: 11.17% —» 10.79%

+ Land development: 12.82% - 12.12%

+ Speculative single-family construction: 12.61% - 12.86%
+  Pre-sold single-family construction: 12.03% —» 12.98%

While rates declined in some cases, overall borrowing costs remain elevated, particularly for speculative
construction, where the effective interest rate has climbed since Q3.

On the homebuyer side: the NAHB/Wells Fargo Cost of Housing Index (CHI) found that in the fourth
quarter of 2024, a family earning the nation’s median income of $97,800 needed 38% of its income to
cover the mortgage payment on a median-priced new home. Low-income families, defined as those
earning only 50% of the median income, would have to spend 76% of their earnings to pay for the same
new home.®

The figures track closely for the purchase of existing homes in the U.5. as well. A typical family would
have to pay 37% of their income for a median-priced existing home, while a low-income family would
need to pay 74% of their earnings to make the same mortgage payment.

There was no change in the percentage of a family’s income needed to purchase a new home (38%)
between the third and fourth quarters of 2024. However, the cost burden did increase slightly for low-
income families, rising from 75% to 76% of their income.

In addition to affordability challenges—part and parcel of the difficulty in obtaining a mortgage is finding
available and affordable insurance. Any homeowner who has a mortgage is required to obtain and
maintain a certain level of insurance to cover the property. However, over the past several years, the
increasing number and severity of disasters, lawsuits, reinsurance pricing, and other factors have caused
many insurance companies to not renew policies, raise prices, or leave certain states altogether. This has
resulted in even higher premiums, in many cases less coverage, and has placed additional pressure on
the state insurance plans that provide coverage when insurance is otherwise unavailable.

2. Lots

The availability of buildable lots is a key underpinning holding back housing production. Metro areas
across the nation face a shortage of developed land. Unfortunately, zoning laws and land-use restrictions
make it highly prohibitive to convert undeveloped or underutilized land into housing. To further

% NAHB/Wells Fargo Cost of Housing Index (CHI): https://www.nahb.org/news-and-economics/housing-
economics/indices/cost-of-housing-index




27

complicate this issue, the cost of preparing lots for construction has increased due to rising land prices,
impact fees and infrastructure requirements.

* This results in a bottleneck that prevents the rapid expansion of housing supply, especially for
entry-level homes. To help produce more lots, all levels of government should collaborate to
remove barriers. The Identifyving Regulatory Barriers to Housing Supply Act promotes state and
local governments to encourage townhouses, duplexes, and triplexes; reducing minimum lot size
requirements; and allowing more density on single-family zoned areas.

Lots Economic Data

As detailed earlier, credit access has been a challenge for the residential construction sector. This lack of
credit in turn narrows the lot development pipeline. Obtaining lots to build on remains a challenge for
many of NAHB’s builders, although the shortages are not quite as widespread as they were in 2021.
Responding to our May 2023 survey for the NAHB/Wells Fargo Housing Market Index (HMI), 42 percent
of single-family builders characterized the supply of lots simply as low, and another 25 percent said the
supply was very low, for a total of 67 percent of builders reporting some type of shortage.’.
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7 For Builders, Lot Shortage Eases But is 5till a Problem: https://eyeonhousing.org/2023/06/for-builders-lot-

shortage-eases-but-is-still-a-problem/
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3. Labor

One of the most significant contributors to the housing shortage is the lack of skilled labor in the
construction industry. The Great Recession led to a loss of 1.5 million workers from the construction
sector. Additionally, fewer young people are entering the trades. The resulting shortage of skilled trades
drives up wages and slows down construction timelines, leading to higher costs for builders and fewer
homes being completed.

To address these challenges, NAHB strongly advocates for residential workforce development programs
to help bridge these labor gaps. Developing a skilled workforce requires not just filling vacancies but
ensuring a steady influx of new talent and fostering retention in the residential construction industry.
Programs that offer training and career development can attract newcomers to the field, equipping them
with the skills needed to succeed. Moreover, creating opportunities for career advancement and stability
within the industry will help retain these workers, ensuring that the residential construction sector can
grow and respond effectively to ongoing housing needs.

* NAHB continues to actively push for legislation to address these workforce challenges. For
example, H.R. 1055, the CONSTRUCTS Act, aims to ease the severe labor shortage in the home
building industry. This legislation supports new and existing residential construction education

programs, helping ensure a steady supply of workers to build the homes our nation needs.

In addition to the CONSTRUCTS Act, NAHB strongly supports continued full funding for Job Corps, a
crucial program that helps prepare young adults for rewarding careers in construction and other
essential trades. To further support these efforts, Congress should encourage more robust residential
workforce development programs.

Labor Economic Data

Despite some cyclical softening of the residential construction labor market, the skilled labor shortage in
construction persists. Employment in the overall construction sector increased by 4,000 in January, after
13,000 gains in December.® While residential construction lost 200 jobs, non-residential construction
employment added 4,400 jobs for the month.

Residential construction employment now stands at 3.4 million in January, broken down as 956,000
builders and 2.4 million residential specialty trade contractors. The 6-month moving average of job gains
for residential construction was 1,350 a month. Over the last 12 months, home builders and remodelers
added 40,100 jobs on a net basis. The unemployment rate for construction workers has remained at a
relatively lower level, after reaching 15.3% in April 2020 due to the housing demand impact of the
pandemic.

# Job Growth Slows in January: https://eyeonhousing.org/2025/02/job-growth-slows-in-january/
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The number of open construction sector jobs decreased from a revised 272,000 in November to just
217,000 in December.® This marks a significant reduction of open, unfilled construction jobs than that
registered a year ago (434,000) due to a slowing of construction activity because of elevated interest
rates. Due to issues related to immigration and an expected medium-term increase for residential
construction activity, job openings in construction are expected to increase in the coming quarters.

A February 2024 NAHB survey asked builders about shortages in 16 specific trades. The percentage of
builders reporting a shortage (either some or serious) of labor they employ directly ranged from a low of
33% for landscape workers to a high of 65% for those performing finished carpentry.’®

Percent of Builders Reporting Shortages of Labor (Directly Employed)

Carpenters-finished 46% ]65%
Bricklayers/Masons 45% | 60%
Carpenters-rough 49% | 60%
Framing crews 48% | 59%
Plumbers 40% |55%
Concrete workers 40% |53%
Electricians 38% | 51%
HVAC workers 39% | s0%
Drywall Installation workers 39% |45%
Flooring installers 39% 144%
Painters 36% I 43%
Excavators 31% l 37%
Weatherization workers 33% I 37%
Roofers 34% | 37%
Building maintenance manager 29% 34%

Landscaping workers

: 28% | 33%

W Serious Shortage

u Some Shortage

? Construction Labor Market Softens: https://eyeonhousing.org/2025/02/construction-labor-market-softens/
1% Labor Shortages Ease, But Remain Worse Than in the Last Boom: https://eyeonhousing.org/2024/02/labor-
shortages-ease-but-remain-worse-than-in-the-last-boom
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In the typical case, most of the physical work required to build a home is performed not by laborers
employed directly by the builders, but by subcontractors. Home builders on average use 24 different
subcontractors and subcontract out 84% of their total construction costs to build a single-family home.

The February 2024 HMI survey also collected information about shortages of subcontractors. The
percentage of builders reporting a shortage of subcontractors ranged from 35% for building maintenance

managers to 63% for finished carpenters.

Percent of Builders Reporting Shortages of Subcontractors

Carpenters-finished
Carpenters-rough
Framing crews
Bricklayers/Masons
Electricians

Plumbers

Concrete workers
HVAC workers

Drywall Installation workers
Painters

Flooring installers
Roofers

Excavators
Weatherization workers
Landscaping workers

Building maintenance manager

M Serious Shortage

47% [ 63%
50% | 60%
47% | s9%
1% | s8%
37% | 53%
38% | 53%
40% | 53%
35% | a79%
36% | aa%
34% |41%
37% | a1%
33% | 38%
31% 37%
33% | 37%

31% | 36%
30% | 35%

i Some Shortage
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4. Lumber (Materials)

Lumber and wood products are a major cost driver in housing affordability, accounting for
approximately 15%'! of the cost of construction for a single-family home. The availability and cost of
these materials significantly impact housing production, and additional domestic supply can help
stabilize what is otherwise a volatile market for wood products, giving builders greater price certainty.

While lumber prices have fluctuated, supply chain instability and tariffs on imported materials continue
to create uncertainty for builders. Federal policymakers can help stabilize building material costs by
increasing production of distribution transformers, ending tariffs on Canadian lumber and Chinese
materials, and expanding domestic timber supply from federally owned lands in an environmentally
responsible way.

® NAHB supports H.R. 471, the Fix Our Forests Act, which will foster better forest management
with the economic benefit of increasing the supply of federal timber products. (Despite our vast
timber resources, the U.5. does not produce sufficient lumber to meet our industry’s demand,
requiring costly imports).

Lumber {Construction Inputs) Economic Data

The cost of building materials has surged 34% since December 2020, with the four-fold lumber price
spike in 2021 adding more than $30,000 to the price of an average new single-family home. The price of
distribution transformers is up 71% since December 2020, and the severe shortage of transformers is
delaying housing projects across the nation.

Prices for inputs to new residential construction were up 1.2% in January according to the most recent
Producer Price Index (PPI) report published by the U.5. Bureau of Labor Statistics.'* The Producer Price
Index measures prices that domestic producers receive for their goods and services, this differs from the
Consumer Price Index which measures what consumers pay and includes both domestic products as well
as imports.

The inputs to the New Residential Construction Price Index grew 1.1% from January of last year. The
index can be broken into two components—the goods component increased 2.1% over the year, while
services decreased 0.3%. For comparison, the total final demand index, which measures all goods and
services across the economy, increased 3.5% over the year, with final demand with respect to goods up
2.3% and final demand for services up 4.1% over the year.

The goods component has a larger importance to the total residential construction inputs price index,
representing around 60%. For the month, the price of input goods to new residential construction was
up 1.6% in January. Monthly growth of the index was relatively low in the past two years, as this monthly
increase was the largest since March of 2022 (3.3%). The input goods to residential construction index

1 Cost of Constructing a Home in 2024: https://eyeonhousing.org/2025/01/cost-of-constructing-a-home-in-
2024/? ga=2.243315653.1317129919.1740431202-274855501.1713786555

12 Residential Construction Input Prices Increase to Start the Year: https://eveonhousing.org/2025/02/residential-
construction-input-prices-increase-to-start-the-year/
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can be further broken down into two separate components, one measuring energy inputs with the other
measuring goods less energy inputs. The latter of these two components simply represents building
materials used in residential construction, which makes up around 93% of the goods index.

The 2.1% yearly growth in the goods component can be attributed to the rise in the prices of building
materials, which grew 2.3% over the year. Meanwhile, the price of energy inputs was 1.6% lower than
last year. Between December and January, building materials increased 1.4%, while energy inputs
increased 4.3%.

At the individual commodity level, the five commaodities with the highest importance for building
materials to the New Residential Construction Index were as follows: ready-mix concrete, general
millwork, paving mixtures/blocks, sheet metal products, and wood office furniture/store fixtures.
Compared to last year, ready-mix concrete was up 4.1%, wood office furniture/store fixtures up 4.7%,
general millwork up 2.4%, paving mixtures/blocks up 8.6% while sheet metal products were up 0.4%.

Lumber has been a particular challenge for home builders in the post-Covid era. The input commaodity in
residential construction that had the highest year-over-year percent change (across all input goods) in
November 2024 was softwood lumber (not edge worked), which was 13.7% higher than November
2023.% This is noteworthy because none of the other top wood commodities had a year-over-year
change above 3% in November. Lumber supplies have been driving prices higher over the past month as
the sawmill industry continues to adjust to the mill closures that occurred earlier this year. Higher
lumber demand as residential construction rebounds due to lower interest rates is likely to continue to
increase lumber prices.

5. Laws (Regulations)

Government regulations play a crucial role in shaping housing supply. As indicated earlier, many local
governments impose restrictive zoning codes, lengthy permitting processes and expensive impact fees.
At the state level, builders may confront growth management requirements, stormwater management
mandates, and building codes that make new construction costly and time-consuming. Federal
requirements, such as those related to unpredictable environmental permitting further compound the
costs and challenges of providing attainable housing. Ultimately, excessive and outdated rules, coupled
with the layering of regulations from local, state, and federal governments significantly limit the number
of new homes that can be built. They hinder the building of all types of housing but have a particularly
significant impact on the ability to provide affordable housing.

Importantly, the conversation regarding the regulatory burden associated with residential construction
has shifted in a positive direction. Elected officials, from all levels of government, are increasingly
highlighting the need to reform regulatory processes to diminish the hurdles home builders face.

13 Building Material Prices Increase in November Led by Lumber: https://eyeonhousing.org/2024/12/building-

material-prices-increase-in-november-led-by-lumber/
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The HUD/USDA Minimym Enerqy Standards {2021 |ECC) Final Determination

There is growing concern over the increasing reliance on building codes—particularly stricter energy
codes for new homes—as a “silver bullet” solution for various policy issues. This approach
disproportionately burdens new construction while often failing to achieve its intended goals. NAHB is
especially concerned about HUD and USDA’s Final Determination, which mandates that new single-
family homes financed by these agencies comply with the 2021 International Energy Conservation Code
{IECC) and that multifamily homes financed by HUD programs meet the 2021 IECC or ASHRAE 90.1-2019
standards.

Without adequate review or consideration of how it will affect home buyers or renters, HUD and USDA
have rammed through this mandate that will do little to curb overall energy use but will exacerbate the
housing affordability crisis. According to the NAHB “Priced-Out” data referenced earlier, around 107
mitlion households already cannot afford the median price of a new home. Even HUD’s modest estimates
indicate that compliance with the 2021 IECC would raise new home prices by an average of $7,200 per
single-family home, thereby pricing an additional 724,525 households out of the market.

With the nation facing a housing affordability crisis, it is crucial to avoid regulations that would further
hinder homeownership for more Americans.

e Onthe legislative front, NAHB asks Congress to amend the Energy Independence and Security
Act (EISA) to clarify that HUD and USDA are not required to continue updating energy standards
for housing programs.

Federal Environmental Permits

In many areas of the country, land development and construction projects are impacted by federal laws
designed to protect and preserve the nation’s natural resources. While NAHB supports the intent of
these laws, many of the associated permitting processes and compliance requirements are unclear,
cumbersome, and/or costly and unnecessary. Two permitting processes which home builders and
developers regularly encounter are the Clean Water Act (CWA) and the Endangered Species Act (ESA).
Both are crucial in safeguarding the environment—however the permitting regime under these laws has
become unwieldy.

For example, under the CWA, defining which water features on a landowner’s property are federally
jurisdictional remains ambiguous, and a “streamlined” permit takes over one year to finalize. For the
ESA, the Section 7 and Section 10 consultation processes are unpredictable and can take years to
complete. These uncertain regulatory pathways hamstring housing by making the permitting process
untenable for small-and medium-sized home builders.

e (larifying definitions and placing enforceable timelines on permitting will enhance predictability
and certainty under the CWA and ESA permitting regimes.

12
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Laws {Regulations) Economi

A definitive 2021 NAHB study shows that, on average, regulations imposed by government at all levels
account for $93,870 (24 percent) of the final price of a new single-family home built for sale.™ Of the
$93,870, $41,330 is due to a higher price for the finished lot, attributable to regulations imposed
during the lot’s development. The remaining 552,540 is the result of regulatory costs imposed on the
builder during construction, after the builder purchases the finished lot. NAHB conducts these studies
every five years, with the next analysis expected in 2026.

The individual line items in the table range from under $1,000 per home for the pure cost of delay during
the construction phase of the project, to more than $24,000 for changes in building codes over the past
10 years. Over time, the NAHB studies show that the cost of regulation continued to climb between 2016
and 2021, although not as fast as it did between 2011 and 2016. The current estimate of 593,870 is up
11 percent from the 584,671 in the 2016 study, and 44 percent from NAHB’s 2011 estimate of $65,224.

In the multifamily market, NAHB and the National Multifamily Housing Council undertook a joint
research effort to find out how much government regulation adds to the cost of building new multifamily
housing via a survey distributed to multifamily developers. The research finds that an average of 40.6
percent of total development costs can now be attributed to complying with regulations imposed by all
levels of government.*®

Among the categories of regulation captured by the survey, the highest average cost is the result of
changes to building codes over the past 10 years (11.1 percent of total development costs). The second
highest are the costs imposed when site work begins (8.5 percent). Moreover, some types of regulatory
mandates can discourage developers from building in the very marketplaces that have the greatest need
for more housing. For example, 47.9 percent of multifamily developers said they avoid building in
jurisdictions with policies such as inclusionary zoning, and a full 87.5 percent avoid building in a
jurisdiction with rent control in place.

Regulations cover a wide range of issues, and while they may be well-intentioned, the costs and burdens
of any regulation must be carefully weighed against the benefits. Few would argue, for example, that
basic safety standards for structures and workers are unnecessary. But, when regulation constitutes an
average of 40.6 percent of a project’s development costs, this raises questions about how thoroughly
governments are considering the consequences of their actions.

4 Regulation Now Accounts for 593,870 of the Average New Home Price:
https://eyeonhousing.org/2021/05/regulation-now-accounts-for-93870-of-the-average-new-home-price/

5 New Research Shows Regulations Account for 40.6 Percent of Apartment Development Costs:
https://www.nahb.org/news-and-economics/press-releases/2022/06/new-research-shows-regulations-account-
for-40-point-6-percent-of-apartment-development-costs
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Conclusion

Thank you, Chairman Flood and Ranking Member Cleaver, for convening this important hearing. The “5
Ls” are significant headwinds facing the residential construction industry, but if we partner together to
simultaneously address each factor, then we'll be able to create the housing supply Americans need.
These are pivotal conversations, and NAHB stands ready to work with you and members of the
Subcommittee to achieve thoughtful, effective policies to address these concerns and expand the
availability of attainable, affordabie housing for all Americans.
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Chairman FLooD. Thank you, Mr. Hughes.
Ms. Tara Vasicek, you are now recognized for 5 minutes for your
oral remarks.

STATEMENT OF TARA VASICEK, CITY ADMINISTRATOR, CITY
OF COLUMBUS, NEBRASKA

Ms. VASICEK. Good afternoon, Chairman Flood, Ranking Member
Cleaver, and subcommittee members. Thank you for the oppor-
tunity to testify today and provide a local perspective on the na-
tionwide housing crisis.

I am the City Administrator for the city of Columbus, Nebraska.
Columbus has made significant efforts to increase housing produc-
tion, recognizing a lack of available housing directly impacts our
economic growth, workforce attraction and retention, as well as
quality of life.

Through strategic initiatives, we have increased housing develop-
ment significantly. However, despite our proactive approach and
continued commitment to housing, the issue remains: Housing pro-
duction is not meeting demand.

A few of the actions we have taken locally include removing lo-
cally controlled regulatory barriers, direct investment in housing
development, and utilizing and leveraging all of the beneficial tools
and incentives available to us.

Over the past 5 years, Columbus has undertaken multiple up-
dates to our land-development regulations to remove barriers to
housing production. Many cities have regulations that limit hous-
ing density; Columbus does not. Accessory dwelling units, mixed-
use types are allowed by right in all zones. We have changed our
codes to make in-fill development and adaptive reuse easy to com-
plete.

Our local permitting process is efficient. All housing permits are
issued within 2 weeks of the city receiving a completed application.

Currently, the city is leading a workforce housing development
subdivision. There are currently 325 housing units of various den-
sities being constructed—six times the units produced annually a
short time ago.

The other major financial tool used for this project: tax increment
financing, or TIF, similar to tax abatement in other States. TIF al-
lows for the capture of up to 15 years of property taxes paid on the
project’s improvements to use as funding to build out the project.
TIF is the most efficient tool available to Nebraska communities for
housing development.

In addition to TIF, the city allocates a portion of local sales tax
to economic development. Primarily, this funding goes to housing.
We have also been successful in securing many grants. We cur-
rently have a significant revolving loan fund, which acts as short-
term gap financing for workforce housing projects.

Columbus is very strategic when deciding what State and Fed-
eral grants we pursue. Many grants introduce excessive regulatory
hurdles, leading to time delays, increased project costs, and long-
term management challenges. These factors also negatively impact
construction because they often limit the number of builders who
are willing to participate. In a housing market as dire as the cur-
rent, builders are going to pick the path of least resistance.
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Despite our efforts to increase housing production, significant ob-
stacles remain which continue to impede development. Locally, ris-
ing land and infrastructure costs are a significant challenge. At the
State and Federal levels, complex regulations add additional time
and expense.

The Federal regulation that we hear the most negativity about
related to cost is the Environmental Protection Agency’s (EPA’s)
stormwater management policies, which add hundreds of thou-
sands of dollars to subdivisions.

CDBG is a Federal program the city of Columbus would like to
utilize more for housing, but the beneficiary requirements often
prevent us from seeking this funding. In order to provide affordable
housing to individuals earning 50 to 80 percent Area Median In-
come (AMI), substantial incentives in addition to CDBG have to be
provided.

The most affordable housing in any city will always be its exist-
ing housing stock, not new construction. Affordable new housing
units can only be built because of substantial incentives and sub-
sidies. Supporting workforce housing with CDBG could be very suc-
cessful. By expanding market-rate housing in growing cities like
Columbus, you will also free up more attainable and affordable
housing options, which CDBG aims to support.

Finally, I would ask you to consider providing more funding op-
portunities for communities like Columbus who have reformed local
regulations and are being proactive. By prioritizing funding for
communities which have embraced reform, you can accelerate
housing production and ensure local initiatives are met with the
necessary resources to succeed.

I strongly believe, today, housing is one of the greatest limiting
factors to continued economic prosperity for our Nation. Please join
Columbus and so many other cities in thinking more critically
about how we can all solve this vitally important issue.

Thank you for your time, attention, and this opportunity.

[The prepared statement of Ms. Vasicek follows:]
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Chairman Flood, Ranking Member Cleaver, and Members of the Subcommittee:

Thank you for the opportunity to testify today and to provide a local perspective on the nationwide housing
crisis. 1 am Tara Vasicek, and I represent the City of Columbus, Nebraska.

Columbus has made significant steps to increase housing production, recognizing a lack of available housing
directly impacts economic growth, workforce attraction and retention, as well as quality of life. Through
strategic use of various resources, we have made significant strides in boosting housing development. However,
despite our proactive approach and continued commitment to removing barriers, the core issue remains—
housing production is still not keeping pace with demand.

Local Actions Taken to Increase Housing Supply

Removed locally controlled regulatory barriers

Over the past five years, Columbus has undertaken several Land Development Regulation updates to modernize
and remove barriers to housing construction within our local regulations.

Zoning Flexibility

High density housing is allowed by right. Minimum lot regulations, including lot area, lot width, and site area
per housing unit, have been eliminated in all residential zones except for rural residential. This allows
developers greater flexibility in planning new subdivisions and infill development.

Accessory Dwelling Units (ADUs) are allowed in all zones except traditional R1 neighborhoods.

Mixed Use types are allowed across all zones.

Removed regulations limiting infill and adaptive reuse so land and properties can more easily be repurposed.
Permitting

A complete housing submittal is fully permitted in less than 2 weeks.

Streamlined the Development Review process. We have a time block every week for Development Review
Team (DRT) meetings with developers. All City departments that have a hand in development are represented.
This has greatly increase efficiency and effectiveness is getting new projects moving forward and keeping
everyone working toward the same goal.

We actively educate builders on the types of housing most needed in the community and provide guidance on
optimal subdivision planning to maximize the number of appropriate units constructed.

Direct Investments in Housing Development

The City Council allocated $1 million to housing in 2024, These unencumbered funds allowed the city to
purchase land and install infrastructure, creating 325 housing units which are currently starting construction.
This project includes 238 apartment units, 64 rowhomes of various sizes, 14 townhome units, and 9 single-
family detached homes.

This initiative was successful because the initial funding was flexible and without restrictions on location,
housing type, or end users, allowing the city to meet local housing needs efficiently.
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Utilizing Tools & Incentives

Tax Increment Financing (TIF) is the most effective tool available in Nebraska for housing development and its
impact in Columbus has been significant. Since implementing TIF, the city has seen a more than 300% increase
in housing production.

The City of Columbus also allocates a portion of local option sales tax to economic development. A majority of
those funds over the last decade have been used to incentivize housing construction.

Columbus has been successful in securing grants to support housing and community development, ensuring
valuable funding for key projects. We currently have a revolving loan fund for housing that has been built up
over the years to over $4.5 million.

We are also strategic in selecting which grants to pursue, as many come with requirements that are cost-
prohibitive and overly burdensome. Some grants introduce excessive regulatory hurdles, leading to time delays,
increased project costs, and long-term management challenges. Additionally, strict monitoring and compliance
requirements often limit the pool of builders willing to participate, ultimately restricting development
opportunities. By carefully evaluating each grant, we prioritize those who provide meaningful support without
imposing unnecessary obstacles on progress.

Barriers Outside of Local Control

Despite our efforts to increase housing production, significant obstacles remain that continue to challenge
development. Locally, rising land and infrastructure costs are the primary obstacles to new residential
development.

At the state and federal levels, complex regulations add further delays and expenses, making projects more
time-consuming and costly. Cities are often the face of all regulation, whether Local, State or Federal, we are
required to adopt and enforce many types of regulations which we have little to no authority to change.

The most costly for Columbus: Federal Stormwater Regulations, State Energy Code Regulations

While we remain committed to finding solutions and pushing for policies that support growth, these external
factors continue to impact our ability to keep up with housing needs.

Recommendations te Improve Federal Programs
1. Reforming Community Development Block Grants (CDBG)

» The low- and moderate-income (LMI) beneficiary requirement dramatically limits funding flexibility.
» Adjusting these thresholds would help communities like Columbus better utilize CDBG funds for
housing development.
o Current affordability limits:
o A family of four, with no other debts, earning 50% of the Area Median Income (AMI) can afford
a $118,000 home (5% down), while a family earning 80% AMI can afford a $187,000 home.

The typical new home price is significantly higher than $187,000 and unfortunately the average family today is
not debt free. Hopefully these basic facts illustrate how CDBG’s narrow scope severely limits who will benefit
in the real world.
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The most affordable housing in any city will always be its existing housing stock, not new construction. New
homes can only match the price of existing if developers receive substantial incentives and subsidies.

The current housing shortage is so severe that governments cannot realistically provide enough subsidies to
meet demand now and in the future. Supporting workforce housing development would be a more cost-effective
solution because they would inherently require less subsidization. Increasing supply of workforce housing will
allow families to move up into newer homes, naturally freeing up lower-cost housing.

Attempting to build new housing as the affordable housing option is exacerbating the problem, driving up the
cost of federal and state housing programs for taxpayers. By expanding market-rate housing in economically
prosperous cities like Columbus, we can open up more attainable housing opportunities for individuals and
families that CDBG aims to support.

Tnstead of focusing solely on creating deeply subsidized housing, programs like CDBG should prioritize
building housing that is affordable to the local workforce.

2. Federal Incentives for Pro-Housing Local Policies

Jurisdictions that have taken proactive steps to reform land development codes and eliminate regulatory barriers
should be rewarded with increased funding opportunities and grants, with the only requirement being a
commitment to housing production. By prioritizing funding for communities that have embraced reform, you
can accelerate housing production and ensure that local Initiatives are met with the necessary resources to
succeed.

Conclusion

Columbus has proactively addressed our housing shortage by changing what we can control through
deregulation, direct investment, and local incentives. However, our efforts alone are not enough to meet
demand. Federal support in the form of funding flexibility, infrastructure investments, and incentives for pro-
housing policies is essential to closing the gap. I strongly believe that housing is one of the greatest limiting
factors of continued economic prosperity for this Nations communities. Please join Columbus and so many
other cities in thinking more critically about how this vitally important issue can be solved.

Thank you for your time and consideration.
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Chairman FLooD. Thank you very much.

Ms. Bailey, you are now recognized for 5 minutes for your oral
remarks.

While we work on your microphone, we are going to recognize
the Ranking Member of the full Financial Services Committee for
her opening remarks of 1 minute, and we will work with Ms. Bai-
ley’s microphone to get it fixed.

STATEMENT OF HON. MAXINE WATERS, RANKING MEMBER OF
THE COMMITTEE ON FINANCIAL SERVICES, A U.S. REP-
RESENTATIVE FROM CALIFORNIA

Ms. WATERS. Thank you very much.

Well, Committee Republicans claim to care about increasing
housing supply, yet the Trump Administration’s policies only make
housing more expensive. Today, Trump imposed taxes on imports
from Canada and Mexico that will increase housing costs and has
gutted enforcement of consumer protection and civil rights in hous-
ing.

House Republicans are doing nothing as the Department of Gov-
ernment Efficiency (DOGE) ketamine clan infiltrates the Nation’s
key housing agency. So far, Musk has stolen funding from commu-
nities, illegally terminated staff, and accessed confidential data, in-
cluding details about sexual assault against women.

All of this paves the way toward their end goal, evict America
to put America’s housing in the hands of private equity investors.

I urge Republicans to man up and hold Trump and co-President
Mfusk accountable and immediately call Secretary Turner up to tes-
tify.

With that, I ask unanimous consent to submit four statements
into the record from the following organizations: the National In-
come Housing Coalition, the National Association of Housing and
Redevelopment Officials, the NAACP Legal Defense Fund, and Na-
tional Association of Realtors.

I also request unanimous consent to submit two letters from the
Department of Housing and Urban Development. The first is a no-
tice to a grantee that their fair-housing grant has been canceled at
the direction of Elon Musk’s DOGE

Chairman FLooD. Without objection

Ms. WATERS [continuing]. stating that the civil-rights funding,
quote, “no longer effectuates the program goals or agency prior-
ities.”

There is more, but I am going to yield back my time because 1
just want to say: Republicans, if you want to do housing, you have
to get rid of Elon Musk.

Chairman FLOOD. Your time has expired.

Without objection.

[The information referred to can be found in the appendix.]

Chairman FLoOD. Ms. Bailey, is your microphone working?

Ms. Bailey, why do you and Ms. Vasicek switch seats for just a
moment?

There we go.

Ms. Bailey, you are recognized for your opening statement, your
oral statement of 5 minutes.
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STATEMENT OF NIKITRA BAILEY, EXECUTIVE VICE
PRESIDENT, NATIONAL FAIR HOUSING ALLIANCE

Ms. BAILEY. Thank you.

Chair Flood, Ranking Member Cleaver, Chair Hill, Ranking
Member Waters, and other distinguished members of the sub-
committee, thank you for the opportunity to testify during today’s
hearing on the need to increase the Nation’s supply of fair and af-
fordable housing for everyday people, including the frontline work-
ers such as teachers, nurses, firefighters, police officers, and others
who sacrificed their lives during the COVID-19 crisis to help our
economy remain afloat.

I am Nikitra Bailey, Execute Vice President of the National Fair
Housing Alliance (NFHA). NFHA leads the fair-housing movement,
and we work to eliminate housing discrimination and ensure equi-
table housing opportunities for all people and communities. NFHA
also ensures and represents the voices of over 200 local, nonprofit
fair-housing agencies throughout the United States.

Our Nation is in a fair-and affordable-housing crisis impacting
millions. The actions of President Trump’s executive orders at-
tempting to ban diversity, equity, inclusion, and accessibility; puni-
tively and haphazardly throwing together a Federal funding freeze;
and canceling almost half of funding for local, nonprofit fair-hous-
ing agencies throughout the United States have caused chaos, fear,
insecurity, and dysfunction around the country.

Instead of providing our Nation with practical solutions to ad-
dress skyrocketing housing costs, a lack of affordable housing sup-
ply, increased complaints of housing discrimination, and tech-
nology’s growing role in determining housing decisions with solu-
tions, steps on the ladders of opportunity are being removed for ev-
eryday people. These haphazard executive actions will cause seri-
ous economic and personal injuries that will undermine our al-
ready-fragile housing market and our Nation.

Housing is fundamental to the American Dream, and people
want elected leaders to quickly implement solutions so that they
can ensure they can fairly access opportunity and share in our Na-
tion’s prosperity.

People are seeking opportunities and solutions that would drive
down the rising cost of housing and provide fair-market risk, ex-
pand fair access to mortgage credit in underserved communities,
reduce homeowners’ insurance costs, and produce the development
of over 5 million affordable-housing units.

Diversity, equity, inclusion, and accessibility are synonymous
with hard work, fairness, merit, and standards of excellence. They
are a cornerstone of our Nation’s Constitution and civil-rights laws
and help to ensure compliance with our Nation’s robust anti-dis-
crimination laws.

In fact, many of these concepts are codified in our civil-rights
laws and regulations as well as the Constitution. Congress estab-
lished fair housing as the national policy of the United States with
the passage of the Fair Housing Act following the horrific assas-
sination of Dr. Martin Luther King, Jr. The landmark legislation
provides two promises: the right for all people to access housing
free of discrimination; and the creation and inclusion of inclusive
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vibrant communities with life-affirming amenities everyone needs
to thrive.

The President cannot upend our country’s national policy, the
Constitution, or civil-rights laws with executive orders.

Congress must act quickly to make equitable housing invest-
ments that promote financial inclusion and stimulate economic
growth for everyone. As housing continues to drive inflation, the
Federal Reserve Board is powerless to handle housing inflation.

A housing market in which all people cannot participate fairly
without regard to race, color, national origin, religion, gender, fa-
milial status, or disability is a broken market, both economically
and morally.

The Housing Prices Response Act, sponsored by Ranking Member
Waters, provides a sensible path forward. It includes $150 billion
in relief for the Nation’s fair-and affordable-housing crisis to ensure
people living in urban, rural, and suburban communities’ housing
needs are met.

Increased support and intervention from our Federal Govern-
ment is needed, not a withdrawal from basic civil rights. Fair-hous-
ing laws improve people’s lives and the communities in which they
live, especially seniors needing to remain housed, women who have
been battered and are seeking safety from abusers, and people with
disabilities who use fair-housing laws to obtain accessible housing
so they can properly use their kitchens and bathrooms.

They also strengthen our economy and make the Nation more
prosperous. America is at its best when united and relentlessly
pursuing a country where everyone—and we mean everyone—re-
gardless of their background, has a fair shot at reaching the Amer-
ican Dream.

Thank you for the opportunity. I look forward to answering ques-
tions.

[The prepared statement of Ms. Bailey follows:]
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Introduction

Chair Flood, Ranking Member Cleaver, and other distinguished members of the House Financial
Services Subcommittee on Housing and Insurance, thank you for the opportunity to testify
during the subcommittee’s hearing entitled, Building Our Future: Increasing Housing Supply in
America. | am Nikitra Bailey, Executive Vice President of the National Fair Housing Alliance®
(NFHA™). NFHA leads the fair housing movement and works to eliminate housing discrimination
and ensure equitable housing opportunities for all people and communities through its
education and outreach, member services, public policy, advocacy, housing and community
development, tech equity, enforcement, and consulting and compliance programs. NFHA
represents over 200 local non-profit fair housing enforcement agencies throughout the U.S.

Our nation is in the throes of a fair and affordable housing crisis impacting millions and the
actions of President Trump issuing executive orders attempting to ban diversity, equity,
inclusion, and accessibility; punitively and haphazardly throwing together a federal funding
freeze; and canceling almost half of the funding grants for local non-profit fair housing agencies
throughout the U.S. have caused chaos, fear, insecurity, and dysfunction around the country.
Instead of providing everyday people of our nation with practical solutions while they are
struggling with skyrocketing housing costs, a lack of affordable housing supply, increased
complaints of housing discrimination, and technology’s growing role in determining housing
decisions with solutions, steps on the ladders of opportunity are being removed for frontline
workers-police officers, certified nursing assistants, teachers, firefighters, hospitality workers,
and construction workers who risked their lives to keep the economy afloat during the COVID-19
crisis. These haphazard executive actions will cause serious economic and personal injuries
that will undermine our already fragile housing market and our nation.

Housing is fundamental to the American Dream and people want elected leaders to quickly
implement solutions to ensure they can fairly access opportunity and share in the nation’s
prosperity. Housing was a top concern for voters during the November election. People are
seeking solutions that will drive down the rising costs of housing and provide fair market rents,
expand fair access to mortgage credit in underserved communities, reduce homeowners’
insurance costs, and produce the development of over five million affordable housing units.
Voters supported initiatives nationally that would provide them the fair and affordable housing
opportunities they deserve and that are essential to achieving the American Dream.

Diversity, equity, inclusion, and accessibility are synonymous with hard work, fairness, merit, and
standards of excellence. They are a cornerstone of our nation’s Constitution and civil rights laws
and help to ensure compliance with our nation’s robust anti-discrimination laws.

Despite recent efforts to spread misinformation and intentionally ignore the progress of civil
rights in this country, here are the facts:

« Diversity, equity, inclusion, and accessibility initiatives are designed to create
opportunities where none previously existed.

« Our country’s fair housing laws, as well as our framework for civil and equal rights, are
grounded in providing rights to people that have always made up this nation and
contributed significantly to building and defending the nation.
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+ Inclusion guarantees everyone has the right to the promises and protections of our laws
and that no one is omitted because of their protected class status.

+ Accessibility ensures people can actually take advantage of the vital opportunities
needed to thrive.

In fact, many of these concepts are codified in our civil rights laws and regulations as well as the
Constitution.

Congress established fair housing as a national policy of the U.S. with the passage of the Fair
Housing Act of 1968. The landmark legislation provides two promises:

o The right for all people to access housing free of discrimination; and
« The creation of inclusive and vibrant communities with life affirming amenities everyone
needs to thrive.

The President cannot upend our country’s national policy, the Constitution or civil rights laws via
executive orders.

Congress must act quickly to make equitable housing investments that promote financial
inclusion and stimulate economic growth for everyone as housing continues to drive inflation.
The Federal Reserve Board lacks the power to lower housing inflation.” A housing market in
which all people cannot participate fairly, without regard to race, color, national origin, religion,
gender, familial status, or disability, is a broken market both economically and morally.

The Housing Crisis Response Act sponsored by Ranking Member Waters provides a sensible
path forward. It includes $150 billion in relief for the nation’s fair and affordable housing crisis to
ensure people living in urban, rural, and suburban communities” housing needs are met.
Increased support and intervention from our federal government is needed, not a withdrawal
from basic civil rights.

We welcome the Subcommittee’s commitment to promoting fair and affordable housing for all.

My testimony draws heavily from previous testimonies? and highlights the following issues
driving the fair and affordable housing crisis as well as describing necessary and practical
solutions:

1. The Trump Administrations executive actions are worsening the fair and affordable
housing crisis.
2. Segregation and discrimination continue to be part of the U.S. housing market.

' Samantha Delouya, What's Propping Up Inflation? Blame Housing, CNN (Feb. 11, 2025).

2 See, e.g., Testimony of Nikitra Bailey, National Fair Housing Alliance, Hearing before the House Financial
Services Subcommittee on Housing and Insurance entitled, The Characteristics and Challenges of Today's
Homebuyers (March 20, 2024); Testimony of Nikitra Bailey, National Fair Housing Alliance, Hearing before
the House Committee on Financial Services, entitled, Boom or Bust: The Need for Bold Investments in Fair
and Affordable Housing to Combat Inflation (Dec. 1, 2022); Testimony of Nikitra Bailey, National Fair
Housing Alliance, Hearing before the House Select Committee on Economic Disparities and Fairmness in
Growth, entitled, Promoting Economic Disparity and Fair Growth through Access to Affordable and Stable
Housing (March 1, 2022).
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3. Appraisal discrimination continues to undercut wealth-building opportunities for
households of color.

4. Many communities remain underserved because of the lack of small dollar loans.

5. Zoning can be a barrier to fair and affordable housing.

6. Institutional investors are exacerbating the fair and affordable housing crisis.

7. LIHTC and other tax credits are needed to provide consumers with housing options.

8. Some housing policies risk gentrification and displacement.

9. Climate-related disasters are causing rising homeowners insurance costs.

10. The GSEs need to fulfill their mission mandates and Congress should not allow the

Trump administration to override Fannie Mae and Freddie Mac's congressional charters
with privatization.

11. The Federal Home Loan Banks continue to reap private benefits rather than promote fair
and affordable housing.

12. CDFI Fund investments support wealthy developers instead of potential homebuyers.

13. Artificial intelligence related to housing and lending offers both promise and peril.

Background: People in America Are Facing a Dire Fair and

Affordable Housing Crisis

The people of America are facing a dire fair and affordable housing crisis that impacts every
aspect of their lives. In this country, place is inextricably linked to opportunity: where we live
determines our access to fresh air, clean water, well-resourced schools, healthcare facilities,
reliable transportation, good jobs, quality internet service, and much more. In the U.S,, too many
people are stuck in places that impede rather than promote their ability to thrive. Following is a
description of how the housing crisis is both a “fair” and “affordable” housing crisis.
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THE FAIR HOUSING CRISIS

Housing Discrimination Complaints Are at an All-Time High

Housing Discrimination Complaints by Region

Total Fair Housing Complaints by HUD Region
Fair Housing Trends Data, 2023

Totadl Complaints by HUD Regson
NFHA Mirmbers, HUE, FHAP Agncies, and 0] Combsned
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Throughout America, people are facing a dire fair housing crisis, which severely restricts their
ability to access housing opportunities. At this moment, we are seeing the largest number of fair
housing discrimination complaints ever.? Every year, there are over 4 million instances of
housing discrimination, with most going unreported. Discrimination based on disability
accounted for the majority of complaints, while complaints of harassment increased by 66
percent and complaints based on color increased by 35 percent. The largest increases in
complaints based on color originated from rental complaints and harassment complaints. There
was also an uptick in "other" complaints based on age or student status, sexual orientation,
gender identity or gender expression, and victims of domestic violence. The continued increase
in domestic violence complaints is especially concerning, as it doubled in size from 2020 to
2021 and has continued to rise each year since.

Although private nonprofit fair housing organizations continued to process over 75 percent of
these complaints, the Trump administration’s so-call Department of Government Efficiency
(DOGE) abruptly issued letters canceling the Fair Housing Initiatives Program (FHIP) funding
awards of these local non-profit fair housing agencies on the night of February 27, 2025. The
FHIP was created in 1987 under the Reagan administration to establish and support a network
of highly experienced private fair housing enforcement organizations throughout the nation to
foster compliance with the Fair Housing Act and state and local fair housing laws through
enforcement and education. Despite the FHIP being one of the U.S. Department of Housing and
Urban Development's (HUD) most efficient and effective programs, HUD sent notices
terminating 78 grants effective immediately. These terminations included 37 Education and
Outreach Initiative (EOl) grants, including EOI-Sexual Crientation and Gender Identity, EOI-

INFHA, 2024 Fair Housing Trends Report (2024).
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Advancing Racial Equity, and EOI-Targeting Fair Housing grants; 34 Private Enforcement
Initiative grants; and seven Fair Housing Organizations Initiative Continued Development
Component grants representing a total of $12.1 million. These organizations have effectively
assisted vulnerable communities, including people with disabilities, people of color, religious
minorities, families with children, survivors of domestic violence, seniors, and LGBTQ+ people,
with being made whole after experiences with housing discrimination. These organizations also
reformed sexual harassment, racial steering, and redlining practices in housing. If anything,
these private nonprofits need substantially more resources to address these critical problems
and ensure fair housing opportunity for all.

The Black-White and Latino-White Homeownership Gap Remains Wide and Persistent

Homeownership Trends by Race in the Last Decade

Homeownership rate (2012-2022)

by race.

The homeownership gap remains wide and persistent. Currently, the homeownership rate is
about 72 percent for White households, 51 percent for Latino households, and 44 percent for
Black households. That means that the White homeownership rate is 64 percent higher than the
Black homeownership rate, 41 percent higher than the Latino homeownership rate, and 14
percent higher than the Asian homeownership rate. In 1960 (before passage of the Fair Housing
Act in 1968), there was a 27-percentage point gap between Black homeownership (38 percent)
and White homeownership (65 percent).* So, the current Black-White homeownership gap of 28-
percentage points is higher than it was when housing discrimination was legal.

“National Association of REALTORS® Research Group, 2024 Snapshot of Race and Homebuying in
America (2024); Urban Institute, Reducing the Racial Homeownership Gap.
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THE AFFORDABLE HOUSING CRISIS
Housing Costs Are at Record Highs

Year-over-Year Change in CP1 and Shelter
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Homeownership Costs at Record Highs
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The people of America are facing a dire affordable housing crisis, which severely restricts their
ability to access housing opportunities. Housing costs are a key driver of inflation and
consumers in America are feeling the squeeze. In the U.S,, the "shelter” category in the
Consumer Price Index (CPI) includes housing costs like rent and homeownership. Currently,
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shelter costs are the largest contributor to headline inflation.5 As of December 2024, the index
for shelter was the largest contributor to the monthly increase in all items index, accounting for
nearly 37 percent of the total increase. In addition, home prices continue to rise, with the median
sale price in January 2025 increasing almost five percent year-over-year, which is the 19th
consecutive month of annual growth.®

More Than Half of Renters of Color Are “Cost-Burdened”

PERSISTENT DISCRIMINATION HAS LEFT MORE THAN HALF OF BLACK AND HISPANIC RENTER
HOUSEHOLDS COST BURDENED

Share of Renter Households with Cost Burdens (Percent)
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The number of cost-burdened renter households has reached record highs, further deepening
the housing affordability challenge. As of 2023, 22.6 million renter households were “cost-
burdened,” meaning they spent more than 30 percent of their income on rent and utilities.” Black
and Latino renters were more likely than White renters to be cost-burdened. More than half of
Black renters (57 percent) and Latino renters (53 percent) were cost-burdened, while about 45
percent of White renters were cost-burdened. These disparities make it more difficult for Black
and Latino renters to build wealth and save for down payments for homeownership.

Issues and Recommendations: Congress Should Promote

Equitable Housing Solutions to Address the Nation's Fair and
Affordable Housing Crisis

Issue #1: The Trump Administration's Executive Actions Are Worsening the Fair and Affordable
Housing Crisis

The Trump administration has engaged in a series of executive actions that are only worsening
the fair and affordable housing crisis. The actions turn the basic definition of fairness and civil

s National Association of Home Builders, Housing Inflation Moderates among Higher Energy Costs (Jan. 15,
2025).

¢ National Association of Realtors, Existing-Home Sales Decreased 4.9% in January, But Increased Year-
Over-Year for Fourth Consecutive Month (Feb. 21, 2025).

7 Joint Center for Housing Studies of Harvard University, Deteriorating Rental Affordability: An Update on
America’s Rental Housing 2024 (Dec. 2024).
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rights upside down to protect the powerful and undermine those merely seeking fair access to
their opportunity to achieve the American Dream. These executive actions include:

* Planning to cut the U.S. Department of Housing and Urban Development'’s (HUD's)
workforce by 50 percent.? Some of the most drastic reductions impact areas that
support highly vulnerable people, including seniors, homeless veterans and families, and
people with disabilities, and provide billions of dollars to cities and counties across the
country. Without sufficient staff to run these programs, community and economic
development projects, disaster recovery efforts, and housing development across the
country could come to a grinding halt.

« Canceling nearly half of the signed grant agreements of local fair housing organizations
assisting people with disabilities, seniors, families with children, victims of domestic
violence, and others in dire situations that all rely on these vital services to ensure they
have safe, affordable, and accessible homes.® The stories of affected people and
organizations are included at Appendix A.

« Attacking civil rights under the guise of terminating "diversity, equity, inclusion, and
accessibility’ (DEIA) mandates, policies, programs, preferences, [positions], and activities
in the Federal Government."'®

« Suspending the activities and staff of the Consumer Financial Protection Bureau (CFPB)
and its ability to fully enforce the Equal Credit Opportunity Act; removing its ban on
medical debt in credit reporting; and allowing Elon Musk’s so-called DOGE to access its
highly confidential data without background screens, ethics training, or oaths required by
federal employees.”

* Suspending the activities of the U.S. Department of Justice (DOJ) Civil Rights Division
and reassigning leadership to prosecute officials from sanctuary cities that protect
immigrants.’?

+ Terminating LGBTQ+ people’s rights by limiting the definition of “sex” to two
unchangeable sexes (male and female), terminating civil rights protections on the basis
of sexual orientation and gender identity, and preparing to repeal HUD's Equal Access
Rule.’®

* |ncreasing the cost of housing supplies and labor during the nation’s fair and affordable
housing crisis by imposing tariffs.™

* Courtney Rozen, US Housing Department to Shed Half its Workers, Union Chief Says, Bloomberg (Feb. 13,
2025).

? Jesse Bedayn, Trump Administration to Slash Funding for Enforcement of Fair Housing Laws, Chicago
Tribune (Feb. 28, 2025).

* Trump Administration, Ending Radical and Wasteful DEI Programs and Preferencing (Jan. 20, 2025).

" Hugh Son, Trump Administration, Musk’s DOGE Plan to Fire Nearly All of CEPB Staff and Wind Down
Agency, Employees Say, CNBC (Feb. 28, 2025).

2 Chloe Atkins and Daniel Barnes, Trump Is Reversing the Justice Department’s Civil Rights Policies, NBC
News (Jan. 31, 2025).

3 Trump Administration, Defending Women from Gender Ideology Extremism and Restoring Biological Truth
to the Federal Government (Jan. 20, 2025); HUD, Secretary Scott Turner Halts Enforcement Actions of HUD's
Gender Identity Rule (Feb. 7, 2025) (“It means getting government out of the way of what the Lord
established from the beginning when he created man in His own image”).

" Erica York, Trump Tariffs: Tracking the Economic Impact of the Trump Trade War, Tax Foundation.org
(Feb. 13, 2025).
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e Attacking, detaining, and deporting immigrants who perform much-needed housing
construction and engage in other housing-related professions.'®

e Delaying projects that improve communities by pausing the disbursement of funds
appropriated through the Inflation Reduction Act or the Infrastructure Investment and
Jobs Act.'®

e Unleashing artificial intelligence and other automated systems on the housing market
without the guardrails of a safe, secure, and trustworthy auditing framework.'”

« Engaging in performative actions that will not lower costs, such as ordering agencies to
deliver emergency housing price relief (without any authorization or funds to do so).’®

Recommendation: Congress should—

« Lead the way in protecting congressionally mandated civil rights gained through people’s
blood, sweat, tears, and lives sacrificed; demonstrating an unwavering commitment to
racial equity; promoting anti-discrimination measures; and recognizing the many ways
that diversity, equity, inclusion, accessibility, and fair housing benefit American society.

« Fight for a fully-staffed and fully-funded HUD, CFPB, and DOJ as well as reinstatement of
FHIP and FHAP grants to the private, non-profit organizations on the frontlines working to
assist people with being made whole from potential discrimination.

+ Pass the Housing Crisis Response Act, including provisions for first-generation down
payment assistance, housing choice vouchers, rural rental housing, and housing for
seniors and persons with disabilities.

Issue 2: Segregation and Discrimination Continue to Be Part of the U.S. Housing Market

The roots of discrimination in housing are deep, pernicious, and persistent. Thousands of race-
conscious housing, banking, and other policies created systems and structures that were highly
inequitable. Unfair laws and policies also produced a dual market—a separate and unequal
housing system that rewarded White households while simultaneously debilitating Black, Latino,
Asian American/Pacific Islander (AAPI), and Native American households.

The Homestead Act of 1862, which President Lincoln signed into law during the Civil War,
provided more than 1.6 million land grants comprised of 270 million acres of Native American
territory West of the Mississippi River (10 percent of all the land on the U.S. at the time and 14
percent of the land area of the lower 48 states) to White male settlers to encourage western
expansion of the U.S. The land grants excluded Native Americans, Black Americans, and other
people of color, and displaced many Native Americans from their ancestral lands. Twenty
percent of the recipients, around 46 million adults, can trace their families’ wealth to this single
piece of legislation.?®

's See, e.g., Trump Administration, Protecting the American People Against Invasion (Jan. 20, 2025).

& Trump Administration, Unleashing American Energy (Jan. 20, 2025).

7 Trump Administration, initial Rescissions of Harmful Executive Orders and Actions (Jan. 20, 2025).

® Trump Administration, Delivering Emergency Price Relief for American Families and Defeating the Cost-of-
Living Crisis (Jan. 20, 2025).

= Act of May 20, 1862 (Homestead Act), Public Law 37-64 (12 STAT 392).

2 Dedrick Asante-Muhammad, et al., The Road to Zero Wealth: How the Racial Wealth Divide Is Hallowing
Out America's Middle Class, at 15 (Sept. 2017).
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Even laws that appeared to be racially neutral were implemented with racialized policies. For
example, in the 1930s, the New Deal’s federal Home Owners’ Loan Corporation (HOLC)
developed one of the most harmful policy decisions in the housing and financial services
markets by creating a system that included race as a fundamental factor in determining the
desirability and value of neighborhoods.?' The HOLC also created maps that were color-coded to
indicate the desirability of neighborhoods. Communities of color were coded as “hazardous” as
signified by red shading on the map and were assigned a lower value-even when the residents
could afford mortgage loans. Areas that contained even small numbers of Black residents were
coded as “hazardous” and shaded red. This approach led to the modern-day term “redlining,”
which refers to restricting access to credit in communities of color.

The federal government developed other explicitly discriminatory policies that perpetuated the
unfounded association between race and risk into the nation’s housing and financial markets.
For example, the Federal Housing Administration (FHA) encouraged the use of racially
restrictive covenants and required them in exchange for supporting the new housing
developments built throughout the nation’s suburban communities. Even after the Supreme
Court declared in 1948 that racially restrictive covenants were not enforceable,?? the FHA gave
preferential treatment to developers that adopted them. From 1934 to 1962, the federal
government backed over $120 billion in mortgages, but the FHA's race-based policies meant
that 98 percent of these loans went to White Americans with only two percent of loans going to
Black, Latino, Asian American and Pacific Islander, and Native American individuals. Similarly,
the U.S. Department of Veterans Affairs (VA) instituted the use of discrimination in the
administration of the Gl Bill loan programs enacted by Congress in 1944.% In the state of
Mississippi alone, just two out of 3,229 VA-insured mortgages went to Black servicemembers
seeking to finance a home, business, or farm in the first three years of the program.?*

Even after passage of the Fair Housing Act in 1968 and Equal Credit Opportunity Act in 1974,
policies of the federal government and private actors continued to perpetuate segregation and
discrimination. Explicitly race-based policies were replaced by subtler “race-neutral” methods of
excluding people of color. For example, in the 1960s and 1970s, the federal government began
the urban renewal program and transportation projects in which cities often used eminent
domain to condemn and raze housing, businesses, and churches and displace residents of
Black communities.?® In addition, exclusionary zoning policies have made it difficult for low- and
even moderate-income households to live in many well-resourced communities.?® Moreover,
Home Mortgage Disclosure Act data reveals each year that Black and Latino borrowers are

2" The Home Owners' Loan Act of 1933 established the HOLC as an emergency agency under the Federal
Home Loan Bank Board. 12 U.S.C. § 1461 et seq. See also University of Richmond, Virginia Tech,
University of Maryland, and Johns Hopkins University, Mapping Inequality (documenting the maps and
area descriptions created by the HOLC between 1935 and 1940); Richard Rothstein, The Color of Law: A
Forgotten History of How Our Government Segregated America (2017).

2 See Shelley v. Kraemer, 334 U.S. 1 (1948).

2 See, e.g., Alex Horton, Racial Discriminati sterans Affair ns Decades, Lawsuit Says
Washington Post (Nov. 28, 2022).

24 Dedrick Asante-Muhammad, et al., The Road to Zero Wealth: How the Racial Wealth Divide Is Hollowing
Out America’s Middle Class, p. 15 (September 2017).

25 See Troy McMullen, More Cities Seek to Redress Widespread 20th-century Destruction of Black
Neighborhoods, Washington Post (Feb. 10, 2022).

26 See Margery Austin Turner and Solomon Greene, Causes and Consequences of Separate and Unequal
Neighborhoods, Urban Institute.
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denied home mortgages at rates higher than the whole market.?’ Finally, technology can often
be used to perpetuate discrimination instead of preventing it, for example, by using tenant
screening or lending algorithms with built-in biases. Researchers found that algorithmic
systems overcharge Black and Latino mortgage borrowers by $§765 million yearly,?® and
Automated Valuation Models?® perpetuate discrimination against homeowners of color.

To combat segregation and discrimination embedded in the U.S. housing market, the
“Affirmatively Furthering Fair Housing" provision of the Fair Housing Act, which became law as a
memorial to Dr. Martin Luther King Jr. following his horrific assassination in 1968, requires HUD
to administer its programs in a way that affirmatively furthers fair housing (AFFH). The law
requires jurisdictions to take actions that undo historic patterns of segregation and other types
of discrimination as well as promote fair housing choice and foster vibrant and inclusive
communities. However, on February 26, 2025, HUD terminated a rule requiring local jurisdictions
to provide an analysis of the barriers to fair housing.*® Instead, HUD will be satisfied with a
jurisdiction’s certification that it has affirmatively furthered fair housing, with no further analysis.

During the Trump administration’s first term, it focused heavily on dismantling important civil
rights protections. The administration’s current actions are a continuation of that effort. Despite
claims from President Trump that he wants to enforce the nation’s civil rights laws, he and his
Administration are busy eviscerating civil rights rules and protections. The administration's
Interim Final Rule®' repeals the Biden administration’s 2021 Interim Final Rule, which reversed
the Trump administration’s devastating rollback of the Fair Housing Act's AFFH provision. The
Biden Rule was in no way onerous and established a definition for AFFH that aligned with the
intent of the law. It required jurisdictions to certify that they were taking meaningful steps to
Affirmatively Further Fair Housing. The Trump administration’s Interim Final Rule removes
requirements for jurisdictions to take meaningful steps to comply with the law and returns us to
the days when jurisdictions could sponsor poster contests at a local school to fulfill their fair
housing obligations.

Jurisdictions who are serious about helping their residents do not want to host poster contests
to address their communities’ fair and affordable housing crises; what they want is technical
support, expert guidance, resources, and assistance from HUD to fix critical issues, like a lack of
fairly-priced homes, poor access to fresh water, crumbling infrastructure, rising home insurance
premiums, unfair appraisal practices, exclusionary zoning policies, and neighborhoods that
cannot withstand natural disasters. With too many people living paycheck to paycheck, AFFH is
critically important, opening the door for more people to live in healthy, viable, well-resourced
neighborhoods with living wage jobs, clean air for our children to breathe, safe water in our
homes, schools that provide our children with great educational opportunities, and adequate
affordable and accessible housing.

2" Jacob Channel, Dan Shepard, Xiomara Martinez-White, Black Homebuyers in 50 Largest US Metros 1.6
Times More Likely to Be Denied for Mortgage Than Overall Population, LendingTree (July 24, 2023).

26 Robert Bartlett, Adair Morse, Richard Stanton, and Nancy Wallace, Consumer-Lending Discrimination in
the FinTech Era, University of California, Berkeley, (Nov. 2019).

# Linna Zhu, Michael Neal, and Caitlin Young, Revisiting Automated Valuation Model Disparities in Majority-
Black Neighborhoods, Urban Institute (May 19, 2022).

* Jeff Andres, Trump Administration Ends Affirmatively Furthering Fair Housing Rule, Housing Wire (Feb.
26, 2025).

3 HUD, Affirmatively Furthering Fair Housing Revisions, 90 Fed. Reg. 11020 (March 3, 2025).
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Recommendation: Congress should vigorously protect the Affirmatively Furthering Fair Housing
(AFFH) provisions of the Fair Housing Act, including by:

« Conducting oversight of HUD's efforts to ensure that local jurisdictions engage in
meaningful action to affirmatively further fair housing and promote inclusive
communities.

« Opposing any anti-AFFH budget riders.

e Ensuring all federal agencies’ housing and community development programs, including
the U.S. Departments of Treasury, Transportation, and Environmental Protection Agency,
comply with the obligation to AFFH.

Issue #3: Appraisal Discrimination Continues to Undercut Wealth-Building Opportunities for
Households of Color

Appraisal discrimination continues to pose barriers to households of color seeking to build
wealth through homeownership. Research shows that homes in White neighborhoods are
appraised at values nearly 250 percent higher than similar homes in similar Black
neighborhoods and at values nearly 278 percent higher than similar homes in similar Latino
neighborhoods, depriving households of color of opportunities to build wealth.*? Overall, White
communities have access to over $15 trillion more in capital because of racialized appraisal
practices, and appraisal bias caused homes in Black neighborhoods in 113 metro areas
throughout the U.S. to be devalued by $162 billion.*

As of January 2025, the Trump Administration had taken down the website for the Interagency
Task Force on Property Appraisal and Valuation Equity, but several states continue to engage in
appraisal reform.3

Recommendation: Congress should continue to promote appraisal reform, including by:

« Encouraging the Federal Housing Finance Agency (FHFA) to release property-level
appraisal data;

* Encouraging Fannie Mae and Freddie Mac to reduce discretion in appraisals and
increase quality control and monitoring to ensure fair and consistent outcomes;

« Encouraging lenders and appraisal management companies to implement sound
methods to identify and prevent appraisal discrimination, and to implement fair
automated valuation models;

« Encouraging The Appraisal Foundation to require fair housing training developed by fair
housing experts and to remove discriminatory barriers tothe appraisal profession
(including the supervisory appraiser requirement); and

« Encouraging the real estate industry to develop alternativesto the sales comparison
approach.

# Junia Howell and Elizabeth Korver-Glenn, Appraised: The Persistent Evaluation of White Neighborhood as
More Valuable Than Communities of Color, Eruka (2022).

# Jonathan Rothwell and Andre M. Perry, How Racial Bias in Appraisals Affects the Devaluation of Homes
in Majority-Black Neighborhoods, Brookings Metro (Dec. 5, 2022).

3 See, e.g., Maryland Task Force on Property Appraisal and Valuation Equity.
13
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Issue #4: Many Communities Remain Underserved Because of the Lack of Small Dollar Loans

Rising home prices and lack of availability of small dollar mortgage loans have impacted entire
cities and regions of the nation that have not fully recovered from the housing crisis. The
pandemic worsened this reality as the focus of mortgage originations shifted to the wealthiest
borrowers leaving many credit worthy families in the Midwest and South with limited mortgage
access. Similarly, cities like Detroit are credit-starved leaving families with only exploitative
credit availability.*® Estimates show that small dollar mortgage lending fell by nearly 70 percent
between 2004-2021.% Federally-insured banks often cite a lack of profitability in their decision
not to issue small balance mortgages while their investment arms benefit substantially from
their vanishing presence in the single-family market.*”

Recommendation: Congress should act to ensure consumers can fairly access small dollar
mortgages by:

* Ensuring our nation's fair lending and consumer protection laws are fully enforced,
including in land contracts and rent-to-own agreements;

« Encouraging FHFA to continue eliminating fees that place homeownership out of reach
for underserved borrowers while continuing to balance safety and soundness;

« Encouraging the CDFI Fund to promote the use of Special Purpose Credit Programs for
CDFls;

« Encouraging regulators to promote technological solutions to improve the experience of
borrowers to reduce barriers; and

» Supporting the use of positive rental payment and cash flow data in underwriting.

Issue #5: Zoning Can Be a Barrier to Fair and Affordable Housing

Project 2025 urges Congress to prioritize legislative support for the single-family home
zoning.*® However, single-family zoning has been used to effectively lock out renters, low-
income individuals, and people of color from certain neighborhoods.*® While zoning and land
use reforms are often discussed as a tool to improve rental housing affordability, certain
reforms, such as upzoning and minimum lot sizes, can also be used to support the creation of
more affordable, entry-level homeownership opportunities. For example, zoning reforms can
help promote missing middle housing, such as condos in triplexes, quadplexes, and a range of
other options beyond typical single-family detached homes and high-rises that help reduce the
cost of construction and home prices.*

3 Ben Eisen, Dearth of Credit Starves Detroit Housing Market, Wall Street Journal (Oct. 29, 2020).

 Alex Horowitz and Tara Roche, Small Morfgages Are Too Hard to Get, The Pew Charitable Trusts (July 3,
2023).

i Insi)de Mortgage Finance, A Stunning Year for Warehouse Lenders (March 4, 2021).

* Heritage Foundation, Project 2025 Policy Agenda at 511 (2023).

¥ Joint Center for Housing Studies of Harvard University, The State of the Nation's Housing (2023).

40 National Association of Realtors, Promoting Affardable Housing Via Zoning Reform (Nov. 8, 2023).
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Some states are using legislation to reduce local zoning barriers.*' In 2023, Montana and
Washington passed sweeping reforms allowing other types of housing on parcels previously
zoned exclusively for single-family homes, joining California, Oregon, and Maine in zoning
reform. And in Massachusetts, communities served by public transit must now designate at
least one zoning district that permits multifamily housing. Colorado also offers communities
grants for affordable housing development as an incentive to reform zoning and expedite
approval processes. Although these reforms do not guarantee increased construction, they
remove substantial barriers to developing more housing types that may also be more affordable
to produce.

Recommendation: Congress should ensure no federal funding for housing and community
development is utilized by jurisdictions that continue exclusionary zoning practices.

Issue #6: Institutional Investors Are Exacerbating the Fair and Affordable Housing Crisis

Investor purchases put homeownership further out of reach for first-time homebuyers and
prevent families from generating wealth that could be invested in education or small businesses
or passed on to the next generation. Investors have cash on hand to outbid owner-occupants
and developers are selling newly-built homes to investors because consumers face stiff barriers
in accessing mortgage loans. In 2021, one in 7 homes sold in 40 major metro areas were
bought by investors, driving up purchase prices by record highs.*? This trend also has a
disparate impact on communities of color hardest-hit by the Great Recession in the Midwest
and South and who suffered unnecessary foreclosures after being steered into risky mortgages
even when they qualified for loans on safer and more affordable terms. In 2021, 30 percent of
home sales in majority Black neighborhoods were to investors, compared with only 12 percent
in other zip codes. Moreover, research has shown that many renters living in investor-owned
properties report subpar housing conditions, unexpected fees, and unresponsive management
staff.

Recommendation: Congress should take action to remedy the challenges posed by institutional
investors by:

* Passing the Housing Crisis Response Act, Neighborhood Homes Investment Act with
fair housing principles, Downpayment Toward Equity Act, and LIFT Act;

« Directing the GAO to conduct an analysis of this issue and provide recommendations;

* Urging the GSEs and FHA to make every effort to sell REO assets to owner-occupants;

« Supporting lenders and other entities in developing Special Purpose Credit Programs;
and

e Providing additional Community Development Block Grant (CDBG) funding strictly to
allow municipalities to purchase poorly-maintained homes owned by investors, renovate
them, and sell them to owner-occupants who are first-generation homebuyers.

Issue #7: LIHTC and Other Tax Credits Are Needed to Provide Consumers with Housing
Options

41 Joint Center for Housing Studies of Harvard University, The State of the Nation’s Housing (2023).
“2 Kevin Shaul and Jonathan O'Connell, Investors Bought a Record Share of Homes in 2021, See Where,
Washington Post (Feb. 16, 2022).
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The Low-Income Housing Tax Credit (LIHTC) plays a significant role in determining where
families with low incomes are able to reside. Often LIHTC properties are located in communities
that are severely under-resourced and racially segregated. Rarely are LIHTC properties
developed in communities that have the amenities that all residents need to thrive. LIHTC
properties must be equitably developed in all communities to ensure residents have fair housing
options. Further action must be taken to ensure the benefits of the LIHTC reach residents and
not just wealthy developers.

Recommendation: Congress should ensure the U.S. Treasury Department’s housing and tax credit
programs dismantle residential segregation, offer real choice in housing, and create thriving
communities by:

e Increasing the number of LIHTC developments that are located in well-resourced
communities.

e Encouraging the Treasury Department to embed fair housing principles in Treasury's
housing related and tax credit programs; and

+ Encouraging federal agencies to require meaningful fair housing impact analyses in
every effort to fill the nation’s affordable housing shortage. Reporting requirements are a
critical step, but are not sufficient to change the location, types, and cost of housing
units available to households in the U.S.

Issue #8: Some Housing Policies Risk Gentrification and Displacement

The Neighborhood Home Investment Act can provide much-needed investment in underserved
areas, but risks displacing people of color residing in neighborhoods of color. The bill would:

e Establish a new federal tax credit to incentivize the construction and rehabilitation of
affordable homes in distressed neighborhoods;

e Allocate $16 billion for building and rehabilitating an estimated 400,000 homes; and

¢ Include $10 billion in down payment assistance for home buyers.

But historically, investment in underserved communities has led to displacement of current
residents, disproportionately affecting people of color.

Recommendation: Congress should revise and pass the Neighborhood Homes Investment Act to
avert displacement of people of color and better comply with the Fair Housing Act.

To this end, Congress should add a "Statement of Policy" that reads:

Congress -
(1) Supports continuing homeownership for current residents of distressed
neighborhoods as part of the revitalization of those neighborhoods;
(2) Seeks to minimize displacement of current residents of distressed
neighborhoods; and
(3) Expects that the Departments of Treasury and Housing and Urban Development
will work together cooperatively, including through development of a
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Memorandum of Understanding if appropriate, to assure that implementation of
this legislation is consistent with the provisions of the Fair Housing Act.
Issue #9: Climate-Related Disasters Are Causing Rising Homeowners Insurance Costs

Homeowner's Insurance Costs Are Rising
[FrED— :

/

Source: U.S, Bureau of Labor Statistics via FRED, Shaded areas indicate U.S. recessions

Homeowners' insurance costs are rapidly rising with increased climate-related disasters. The
financial burden of insurance expenses continues to escalate dramatically. Premiums increased
by 20 percent between January 2022 and January 2025, compared to a two percent increase
between January 2020 and January 2022. Moreover, the people disproportionately impacted by
climate-related disasters reside in formerly redlined communities, such as neighborhoods in
Altadena, California. Altadena’s Black residents built thriving lives there as redlining laws
prevented them from purchasing homes elsewhere. Prior to the recent wildfires, 81 percent of
Altadena’s Black residents owned their homes, and the community was hardest-hit with
property losses and several of its residents lost their lives.*® Like Black victims of the Great
Recession, many of Altadena's residents are seniors who lost generations of their families’
wealth in the California wildfires. They must be able to successfully rebuild.

Recommendation: Congress should:

« Avoid playing politics in natural disasters funding decisions.

« Promote the adoption of equitable homeowners’ insurance underwriting and pricing to
adapt to climate change and to preserve access to fairly priced insurance in all
communities.

Issue #10: The GSEs Need to Fulfill Their Mission Mandates and Congress Should Not Allow
the Trump Administration to Override Fannie Mae and Freddie Mac's Congressional Charters
with Privatization

Discrimination in the mortgage market is by no means a relic of the past and continues to
manifest in multiple ways. For Fannie Mae and Freddie Mac (the Government-Sponsored

43 Gloria Oladipo, For Black Families in Altadena, History and Community Burned alongside Homes, The
Guardian (Jan. 18, 2025).
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Enterprises or GSEs), their fair housing and lending mandate begins with their charters, put in
place by Congress. The charters stipulate the GSEs must:

a. Provide ongoing assistance to the secondary market for residential mortgages
(including activities relating to mortgages on housing for low- and moderate-income
families involving a reasonable economic return that may be less than the return earned
on other activities)...; and

b. To promote access to mortgage credit throughout the Nation (including central cities,
rural areas, and underserved areas)...

The GSEs’ charters make clear they have a Congressionally mandated obligation to advance fair
housing and lending practices by providing credit liquidity and assistance for all market
segments, including underserved areas.

In the bipartisan Housing and Economic Recovery Act of 2008, Congress mandated important
measures for the whole of the housing market, including the mandate to serve the broad
market, even at a lower rate of return; the affordable housing goals; the duty to serve under-
reached markets; and the affordable housing funds.

In addition, the GSEs are subject to the fair housing and lending laws, including the Fair Housing
Act, the Equal Credit Opportunity Act, the Federal Housing Enterprises Financial Safety and
Soundness Act, and the Wall Street Reform and Consumer Protection Act. This means that
FHFA has a responsibility to review the GSEs’ policies, programs, activities, and lending
outcomes for compliance with fair housing and fair lending laws, and take appropriate
supervisory or enforcement actions, when necessary. In addition, FHFA is subject to the
“Affirmatively Furthering Fair Housing” provision of the Fair Housing Act, which requires FHFA to
administer its programs in a manner that furthers fair housing and promotes inclusive and

vibrant communities.

Recommendation: Congress should conduct oversight of FHFA and the GSEs to ensure that they
help build racial equity in homeownership, including by:

e Fully implementing their robust Equitable Housing Finance Plans that focus on
addressing the racial homeownership gap;

« Encourage the elimination of the Loan Level Pricing Adjustments** (LLPAs) as well as
addressing barriers such as biased credit scores, lack of collateral and appraisal issues,
and discrimination which can all restrict access to credit for underserved groups;

« Insert fair housing protections into the eligibility guidelines of all their affordable housing
programs, including the Low-Income Housing Tax Credit, State Housing Finance Agency,
and other programs;

“ The GSEs updated their Loan Level Pricing Adjustments grid which helped address concerns that the
LLPAs presented a discriminatory impact against borrowers of color. However, the GSEs should eliminate
LLPAs, which were added during the financial crisis to help the GSEs repay their tax-payer bailout and are
disproportionately impacting Black and Latino consumers forcing them to pay for a future potential
bailout when they were not the culprits of the Great Recession. Also, research shows that GSE lenders are
not using LLPAs to insure against risk; rather, they are using the risk-based pricing to drive profits. See,
Michelle Aronowitz Edward L. Golding Jung Hyun Choi, The Unequal Costs of Black Homeownership, MIT
Golub Center for Finance and Policy (Oct. 1, 2020).
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e Including in their financing contracts an affirmative obligation for developers to build
housing in accordance with the accessibility requirements mandated by fair housing
laws as well as an affirmative obligation to further fair housing;

« Facilitating the widescale use of Special Purpose Credit Programs; and

* Ensure the Trump administration does not try to override Fannie Mae and Freddie Mac’s
congressionally-created charters with privatization.

Issue #11: The Federal Home Loan Banks Continue to Reap Private Benefits Rather Than
Promote Fair and Affordable Housing

Generally, the Federal Home Loan Bank (FHLBank) System and the member institutions benefit
from tremendous public subsidies and private benefits while providing comparatively little in
public benefits. The FHLBank System benefits from substantial public subsidies and privileges,
including exemption from federal, state, and local taxes (except real estate taxes); the ability to
borrow cheaply because of an implicit federal guarantee; and the ability to generate significant
revenue by lending out the funds they acquired at below-market rates to their member
institutions at a higher rate than they borrowed. Despite their public purpose, however, the
FHLBanks return relatively little to support affordable housing. For example, in 2021, the
FHLBanks paid out more than $1 billion in dividends to their members, which was more than
three times the amount they contributed to the Affordable Housing Program that year ($314.7
million).*

Recommendation: Congress should take action to reform the FHLBank System, including:

« Requiring the FHLBanks to direct substantially more of their net income to affordable
housing, with a substantial portion of that amount dedicated to affirmatively furthering
fair housing;

« Expanding the purpose of the Affordable Housing Program to include funding for
climate resiliency;

« Requiring the FHLBanks to submit comprehensive Equitable Housing Finance Plans;

* Requiring the FHLBanks to ensure that member advances are not used to promote
source of income discrimination in multi-family rental housing; and

* Requiring the FHLBanks to add more public interest independent directors, including
those with experience in fair housing and fair lending.

Issue #12: CDFI Fund Investments Support Wealthy Developers Instead of Potential
Homebuyers

Despite a unigue history rooted in the work of racial justice and community development
advocates, research shows that the majority of Community Development Financial Institutions’
(CDFls) investments have gone to real estate developments in low-income communities, which
are not necessarily communities of color. According to the Hope Policy Institute analysis of
CDFI Fund recipients, White-led CDFls held approximately $13 billion, or 72 percent, of the total
assets reported in FY2014 despite having a lower asset size than minority controlled CDFls.*

45 See Testimony of Director Sandra L. Thompson, FHFA, before the House Committee on Financial
Services (July 20, 2022); FHLBanks Office of Finance, Lending, and Collateral 0&A (March 25, 2022).
“ Hope Policy Institute, Closing the CDFI Asset Gap, (April 21, 2020).
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The average asset size for White-led CDFls increased from $58.1 million to $169.7 million from
FY2014-FY2017, while the average asset size of minority-led CDFIs was relatively stagnant,
remaining at near $71 million. Moreover, as of 2017, only two to six percent of CDFI funds have
been used to support the activities of minority depository institutions despite Section 308(b) of
FIRREA directing the Federal Deposit Insurance Corporation to act in preserving minority
ownership of minority financial institutions.

Recommendation: Congress should conduct oversight of Treasury and CDFls, including by
ensuring that Treasury:

« Develops a fair housing and fair lending oversight program that is more consistent with
the oversight structure of the other federal financial regulators;

e Provides CDFls with guidance on the use of less discriminatory alternatives to traditional
credit scoring;

* Requires fair housing and fair lending training for CDFI boards, executive staff, and staff;

e Audits CDFI Community Reinvestment Act (CRA) activities for compliance with the CDFI
Fund principles and fair housing and fair lending obligations;

* Allows First-Generation Downpayment Assistance and Special Purpose Credit Programs
(SPCPs) to count as eligible financial products and services, including SPCPs that are
designed to remove the over-reliance on discriminatory credit scoring systems or
designed to consider positive rental housing payments;

« Encourages CDFIl investments in investors of color;

* Requires CDFI Venture Funds seeking certification to provide data transparency and
data collection to ensure compliance with our nation’s fair housing and fair lending laws;

« Requires each CDFI certified by the CDFI Fund to collect and publish board and executive
staff demographic information; and

« For CDFls with assets greater than $1 billion:

o Requires them to enter into Community Benefits Agreements in their Target Markets
to make sure their missions remain a focus of their work and loans are not just
flowing to high-wealth developers;

o Permits CDFI product innovation that better transmits the benefits of their subsidies
directly to consumers;

o Requires CFDIs to provide automatic interest rate reductions every 24-36 months for
mortgage borrowers who perform well; and

o Requires more direct mortgage lending, including to Black and female consumers
through first-generation down payment assistance, Special Purpose Credit
Programs, and small dollar pilot initiatives.

Issue #13: Artificial Intelligence Related to Housing and Lending Offers Both Promise and Peril
Artificial Intelligence (Al) holds great promise for improving systems, democratizing
opportunities, lowering costs, and increasing productivity. Yet, it also holds great dangers for

perpetuating bias as Al models are developed using historical data, which can exacerbate
historical discrimination. Al and automated systems are already used extensively in the housing

20
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and finance sectors, including in credit scoring, tenant screening, automated underwriting, risk-
based pricing, dynamic rental pricing systems, marketing, and automated valuation models.*”

Despite rental housing supply outpacing demand, the gap between rental supply and demand
has widened since 2020 but rent growth has not slowed proportionally. In January, the
Department of Justice expanded its lawsuit to include six large landlords in its complaint
against Real Page accusing it and dozens of property management companies of colluding with
raising prices.*® The outcome of this case is being closely watched.

On January 20, 2025, the Trump Administration rescinded an Executive Order for the Safe,
Secure, and Trustworthy Development and Use of Artificial Intelligence,*® but many states are
passing legislation to protect their state’s consumers and advance responsible Al.5°

Recommendation Congress should advance legislative actions for safe, secure, and trustworthy
use of Al to address the fair and affordable housing crisis, and so the U.S. can remain a leader in
Responsible Al.

Conclusion

Voters want their elected leaders to provide solutions to the nation's fair and affordable housing
crisis, not gamble with the health of the housing system. The Great Recession is not a distant
memory. People in America continue to grapple with the devastation in their lives caused by the
housing and financial crisis of 2008 where trillions were lost, including $1 trillion in Black and
Latino communities. Intentionally inclusive policies created from 2019 through the end of 2023
helped Black homeownership grow by 13 percent and Latino homeownership grow by 7.5
percent. However, the administration’s actions, which we believe are unlawful®' and put people
in harm’s way, are driving up the cost of housing and leaving millions exposed to discrimination,
harassment, and retaliation with no structure for protection. The actions will not make housing
cheaper. ‘Out of Many, One’ is our national motto — any effort to divide, stoke fear, and treat
people unfairly is not in line with our nation's founding principles. America is best when united
and relentlessly pursuing a country where everyone, regardless of their background, has a fair
chance at reaching their American dreams. Congress must pass comprehensive housing
legislation with critical equitable investments to increase the supply of fair and affordable
housing in urban, rural, and suburban communities. Fulfilling fair housing laws improves

47 See Testimony of Lisa Rice, President and CEO of the National Fair Housing Alliance before the U.S.
House Financial Services Committee in a hearing entitled, Al Innovation Explored: Insights into Al
Applications in Financial Services and Housing (July 23, 2024).

8 Alyssa Fowers, Szu Yu Chen, Steven Rich and Rachel Lerman, Landlords Are Accused of Colluding to
Raise Rents. See Where., Washington Post (Jan. 8, 2025).

4 Trump Administration, [nitial Rescissions of Harmful Executive Orders and Actions (Jan. 20, 2025).
% See, e.g., Colorado SB24-205, Consumer Protections for Artificial Intelligence (May 17, 2024).

5" NFHA Press Release, Civil and Human Rights Qrganizations Sue Trump Administration over Executive
Orders Banning Diversity, Equity, Inclusion, and Accessibility and Erasing Trans People (Feb. 19, 2025).
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people’s lives and the communities in which they live. They also strengthen our economy and
make the nation more prosperous.®

52 See, Citigroup, In Pursuit of Equity: Why America’s Future Depends on Closing the Racial Wealth Gap
(2021); leff Cox, Morgan Stantey Says Housing Discrimination Has Taken a Huge Toll on the Economy, CNBC
{Nov. 13, 2020}; and Dana Peterson and Catherine Mann, Closing the Racial Inequality Gaps: The Economic

Cost of Black Inequality in the U.S, Citi Global Perspectives and Solutions 3 (Sept. 1,
2020).
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Appendix A — Impact of Fair Housing Grant Cancelations

On February 27, 2025, HUD abruptly canceled the funding for nearly half of the private fair
housing nonprofits across the United States.

Fair housing has enjoyed bipartisan support for over half a century. The Fair Housing Initiatives
Program (FHIP) was created in 1987 under the Reagan administration to establish and support
a network of highly experienced private fair housing enforcement organizations throughout the
nation to foster compliance with the Fair Housing Act and state and local fair housing laws
through enforcement and education. The Fair Housing Assistance Program (FHAP) was
established as part of the landmark Fair Housing Act of 1968, which passed seven days after
the horrific assassination of Dr. Martin Luther King, Jr., and fosters cooperation between HUD
and state and local agencies that enforce state and local fair housing laws that are substantially
equivalent to the Fair Housing Act. The FHIP and FHAP are key to enabling HUD to carry out its
obligation and Congressional mandate to enforce the Fair Housing Act and ensure fair housing
policy is the national policy of the United States.

Fair Housing Client Testimonials

As mentioned, halting grant funding means that direct assistance cannot be provided to
vulnerable populations and people who are facing potential discrimination. Hear from several
clients of the Fair Housing Center of Washington in Tacoma, WA and the impact the
organization has had on their lives:

“It is really disappointing that the federal government is doing this. It's really disappointing and
dehumanizing when people in positions of power treat housing services clients as if it's a little add-
on accessory to their life that isn’t necessary enough to keep funding. These services matter
because people’s living situations and essential needs when it comes to their housing are the
foundation of anyone’s life. When an organization steps in, that's when justice is served and that is
when things actually get done, and taking that way from people is not just taking away a housing
service, it's taking away their chance not to be discriminated against. | hope that these services are
not cut because they are the only thing that has been able to actually help me get the results | was
looking for and now that being taken away is just not only massively inappropriate but completely
cuts all the progress I was working toward.”

- FHCW Client, Western Washington

“This office has helped me out greatly. Rental people just do not care and without this | would have
had to move as | own my trailer, and it cannot be moved. They got the issues fixed and it was so
easy. The most help | have ever had with [Americans with Disabilities Act] and service dog issues.
Please do not take them away, we so need people out there to help us.”

— FHCW Client, Western Washington

Implications for Fair Housing

The National Fair Housing Alliance's (NFHA) 2024 Fair Housing Trends Report shows that
housing discrimination complaints reached an all-time high, with discrimination based on
disability accounting for the majority of the complaints filed. The report also highlighted that

private fair housing agencies investigate most of the complaints filed by consumers - over 75
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percent of complaints are handled by local fair housing organizations working in communities
throughout the nation and funded by the FHIP. Halting funding of these grants means that direct
assistance cannot be provided to people who are facing potential discrimination. For example,
hear from some of the local fair housing organizations:

“Due to the lack of local funding for fair housing in our 29 counties service area, the withdrawal of
federal support would completely curtail our services. With most of our counties being classified
as rural, with large elderly populations of nearly 11 percent or more, counties listing at feast 17
percent of their residents as disabled, and with a large community of disabled veterans, there is a
real need for funding for fair housing. This population represents at least 75 percent of the
complaints we receive, most of which are denials for reasonable accommodations. The Fair
Housing Center of Northern Alabama averages 12 to 15 inquiries per day of residents who are
seeking assistance. With a current roster of at least 20 active cases remaining to be investigated,
not including cases currently under investigation, the lack of funding would be devastating. Cases
would remain unresolved, and citizens of our service area would encounter housing discrimination
with little to no recourse. The denial of a reasonable accommeodation would jeopardize the health
and welfare of vulnerable persons.”

- Lila E. Hackett, Executive Director, Fair Housing Center of Northern Alabama (Birmingham, AL)

“If the freeze on federal grants and loans is allowed to move forward, more than half of our funding
could be in jeopardy. This will have devastating and wide-reaching impacts, halting vital programs
and services, including impacting our ability to continue to provide fair housing assistance, support
victims of racial discrimination by prospective landlords, support victims of sexual harassment by
their housing providers, and support people with disabilities who are seeking reasonable
accommodations. Without continued funding, our ability to continue protecting fair housing rights
and fight housing discrimination in our communities will be severely limited.”

- Carrie Pleasants, Executive Director, Fair Housing Center for Rights and Research
(Cleveland, OH)

The freeze and cuts also mean that these organizations, for whom a substantial portion of their
organizational budgets come from HUD grant programs, will face difficult decisions, including
halting vital programs and services, laying off staff, or being forced to shut down and close. For
example, hear from some of the local fair housing organizations:

"Ninety-eight percent of the funding for the Fair Housing Resource Center (FHRC) comes from
HUD. The entirety of services FHRC provides are at risk of closure due to the payment freeze. FHRC
is still waiting for payment of $175,000 that is owed to FHRC for work completed under multiple
grants. A specific example is the FHRC's HOME grant, which currently provides rental subsidies for
21 households comprised of seniors and persons with disabilities. Without access to the funds,
these households are at risk of becoming homeless. The FHRC provides a myriad of other
programs and serves an average of 325+ households per month in the Lake, Geauga, and
Ashtabula Counties of Ohio. These households include families, seniors, veterans, and persons
with disabilities. The FHRC has provided these services for more than 25 years.”

- Patricia Kidd, Executive Director, Fair Housing Resource Center, Inc. (Painesville, OH)

"The Northwest Fair Housing Alfiance (NWFHA) has unpaid expenditures of $128,729 for grant
activities already conducted, pre-paid out of our own operating expenses pursuant to
reimbursement agreements with HUD. This is about three months of salaries, taxes, and benefits
(e.g., heaith insurance) for 5 full-time employees and 1 part-time employee. The unlawful efforts to
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stop payment on grant funds already earned threaten NWFHA's ability to serve our community or
even exist. For over two decades NWFHA has been awarded competitive performance-based HUD
grants to fund our work in Eastern and Central Washington State. Currently, NWFHA has HUD grant
applications pending which are essential to the continuation of our services after current grants
end on June 14, 2025. Freezing already appropriated and awarded Federal grant funds is against
the law, cruel, reckless and dangerous for families and vulnerable people. Without continued
federal support NWFHA will be unable to assist the hundreds of people who seek our help
accessing and retaining housing.”

- Marley J. Hochendoner, Executive Director, Northwest Fair Housing Alliance (Spokane, WA)

“l am appealing to do whatever is in your power to ensure our agency and others like us are able to
remain in business. We work with community members, tenants, lawyers, and others to try to
understand the rights and responsibilities of everyone under the Fair Housing Act, including
helping housing providers limit their liability and individuals with disabilities get the resources that
they need. Our agency is proud of the work that we do to advance these issues. But this is all in
jeopardy now. We get 80 percent of our funding from competitive grants that we write to the
federal government. We are proud to be able to receive these funds over the last 30 years. Right
now, this funding could be lost if we are unable to draw down the funds from the grants that we've
been approved for. It means rethinking how to make it all work, and being an agency that can still
function, including reduced operations and reduced staff in order to be able to continue to provide
service. We are relying on the government to keep to their word on the funds they've appropriated.
There are so many people who are relying on us.”

- Adria Buchanan, Executive Director, Fair Housing Center of Washington (serving 23 counties
in Western and Central Washington)
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Chairman FLooD. Thank you, Ms. Bailey.

We will now turn to member questions. The chair now recognizes
himself for 5 minutes for questioning.

First of all, I want to say to Ms. Vasicek, thank you for your tes-
timony today, and thank you for telling the story of the workforce
housing challenges in Columbus, Nebraska.

Let me tell you about this community. Twenty-four thousand
people live there. It has a huge manufacturing base that pulls from
well over 50,000 in the region. Last February, this time last year,
they had 1,200 open jobs; unemployment is at 1 percent. The num-
ber one limiting factor to filling those jobs was a lack of housing—
a lack of housing.

If you are a mother and a father, and you are both working at
a meat-packing plant, in Cargill, and you are working 50 hours a
week, you deserve a home. You deserve a home that you can own,
in a neighborhood where your kids can walk to school and you can
take them to the park. We have all of those amenities, but we do
not have houses. It is not just a housing issue; it is an economic
development issue.

Ms. Vasicek, do you have any examples you can share of how a
lack of housing stock prevented private investment into the com-
munity, whether it be from a company locating operations in Co-
lumbus or expanding operations there?

Ms. VASICEK. I hear about—at every economic-development-re-
lated visit, meeting, I hear about this. Whether it is a current busi-
ness or a business that we are trying to attract to Columbus, the
number one topic is housing, followed quickly by workforce.

They go hand-in-hand, in our opinion. We cannot attract more
workforce if they have nowhere to live. I have heard of countless
stories of businesses hiring people on and then they end up turning
the job down because they cannot find housing in Columbus.

Chairman FLOOD. One of the things I really want to unpack here
is that Columbus took its own sales tax money that it gets through
the State of Nebraska, its local share, its local option, and you ac-
tually went out, bought land, put the infrastructure into the
ground, and made those lots available to reduce the risk home
builders would have so that they could deliver a better-priced home
to somebody in Columbus.

Is that right?

Ms. Vasicek. That is correct.

Chairman FLOOD. There is an example of a city government in
a rural area using existing sales tax revenue. Imagine if we did
this for cities like it across the country, where the builder could
come in, the infrastructure is in the ground. The benefit of that
government funding ultimately accrues to the new homeowner,
building equity and helping them get started.

The other thing that I think is very important here is that we
should be building these homes in the middle of the town, where
there are parks and schools because kids learn better in great
neighborhoods.

All right. Let us go to Dr. Hamilton.

You focused your testimony on zoning and land-use policies at
the local level. What should the Federal Government do in these
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areas while respecting the authority of localities to make their own
specific policies?

Dr. HAMILTON. Thank you, Chair Flood.

That is an important question. While some have proposed more
radical interventions, I think this area needs to stay squarely in
the hands of State and local government officials. As we are hear-
ing from constituents in so many parts of the country, this is a
huge problem for American families, and there is bipartisan agree-
ment that these rules need to get reformed.

I think there is an important knowledge-sharing role and use of
the bully pulpit available to Members of Congress to point to prov-
en examples of reforms that are making meaningful differences in
housing supply and affordability.

Chairman FrooD. Ms. Vasicek, you talked a little bit about the
environmental requirements affecting a small community like Co-
lumbus.

What is the real barrier there? What kind of barriers have you
seen with these environmental regulations?

Ms. VasICEK. The regulations I spoke of are specifically related
to stormwater. We have, in the last 10 years, been required to—
any project that is over an acre, disturbs more than an acre of site
area, has to go through very stringent stormwater management
regulations and permanent infrastructure improvements so that is
that engineering cost, that understanding those regulations, and
then building out those improvements is a considerable cost to de-
velopers.

Chairman FLOOD. I do not have much time here, but one last
question: Rehab funding for existing housing stock, how can it be
used and what would you—is it something you care about?

Ms. VASICEK. Oh, yes, it is something we care about a lot. We
use our local option sales tax for that too. We could use consider-
ably more for owner-occupied rehab.

Our local option sales tax has——

Chairman FLOOD. Regrettably, I have to stop you there.

Ms. Vasicek. Okay.

Chairman FLOOD. I am out of time, so I have to enforce it on my-
self. Thank you very much for being here.

The gentleman from Missouri, Mr. Cleaver, the ranking member,
is now recognized for 5 minutes.

Mr. CLEAVER. Thank you, Mr. Chairman.

Ms. Bailey—but I want to go to you, Ms. Vasicek. Your testimony
was extremely significant to me because you talked about work-
force housing, and you used tax increments—that is, using tax in-
crement financing.

I was a Mayor before I took this demotion, but I am curious
about what was done in this community. Because when you use tax
increment financing, when most cities—many cities, it ends up
being that you draw the Tax Increment Financing (TIF) district,
and most communities are going to try to draw at least a portion
of that district, all of it, if possible, into some of the older parts of
the city.

Inevitably, if you go down into downtown Kansas City, you are
going to see all kinds of new buildings going up in Kansas City,
and they are receiving TIF. If you go into the older parts of the
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neighborhood, even though those areas have been designed as TIF
districts, not one single project. I have been around the country,
and I have seen similar things.

I am just so interested in what Columbus did to attract housing
TIFs.

Ms. VASICEK. Specifically for the project that I referenced in my
testimony, the city of Columbus, we work very hard to make con-
nections with housing builders. Then we did—we made lots of con-
nections, we built relationships and then we had individual meet-
ings, and we put together a request for proposals. In that request,
we targeted the types of housing that we needed—that we need in
Columbus.

Then we put that request for proposals out, and we sent it to al-
most 70 housing builders in our region. We received 10, maybe,
really good submittals for our subdivision, and we selected 5 of
those to build in our subdivision. That is who is building out this
25-acre project.

Like Representative Flood said, we are very active in being in-
volved with our community because our business community is ab-
solutely requiring that of us. That is why we are more active than
we ever have been.

Mr. CLEAVER. Thank you. I would not mind taking a view of
what has been done. I think that is—if there is a magical way of
getti}lllg interest, I am certainly interested in it. Thank you very
much.

Ms. Bailey, you mentioned in your testimony, that the adminis-
tration has canceled, I think, almost half of the signed grants al-
ready. Is there anything you can tell us that would suggest that
this can be recovered? Even if they—even if that is reversed today
or next week, have we lost ground that may not be recoverable, or
it may be years to recover?

Ms. BAILEY. Yes, sir. Thank you so much for the question.

Many of the local fair-housing organizations in communities
throughout the Nation, some of them rely on their HUD funding
through the Fair Housing Initiatives Program, which is a program
that was started under the Reagan Administration to provide fair-
housing support in their communities—because some of these agen-
cies rely 100 percent on the funding, some of those agencies will
cease to operate. Some of them are already taking action to lay off
staff and wind down.

Some organizations that have not even received cancellation let-
ters are also taking action now to wind down because they are
afraid that they will get an abrupt notification. This came in the
cover of dark, without any notice, so no one could prepare.

In fact, it is an attack on a program that is one of HUD’s most
efficient programs—a program that has helped HUD efficiently ad-
dress redlining, efficiently create solutions for appraisal bias, effi-
ciently help survivors of domestic violence find safe and fair hous-
ing, so this will have harmful implications for people throughout
the United States.

Mr. CLEAVER. Thank you very much.

I have lots of questions, but my time is running out.

Mr. Chairman, I yield back.

Chairman FLoOD. Thank you, Mr. Cleaver.
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The gentleman from Arkansas, Mr. Hill, the chair of the full
committee, is now recognized for 5 minutes.

Chairman HiLL. Thank you, Mr. Chairman.

Thank you to our good panel for this important discussion about
housing affordability—certainly a major topic for the suppliers of
housing and the buyers of housing across our country.

Mr. Hughes, I spent a good part of my life lending money to
home builders before I was in Congress, and I have had good days
and bad days in that business. I have finished some houses, as a
banker, that I did not think I should have.

You talked a lot about the credit environment and, of course, we
have talked about price here extensively on it, and we think about
that from a buyer’s point of view—the mortgage market and the
mortgage price that shot up so highly during the days of the Joe
Biden inflation. I am curious about talking about the supply side.

You mentioned specifically in your testimony about AD&C lend-
ing—acquisition, development, and construction lending—some-
thing, as I say, I spent a lot of years in the middle of.

What has happened—what is the biggest difference when you
look back over your career? Are the lines of credit available to the
members of the National Association of Home Builders? Are there
fewer specs? More customs only? Are the terms and conditions
tougher?

Talk to me about the price and structure and terms for a home
builder right now in the banking market.

Mr. HUGHES. Well, “yes” to all of those.

We have all had those good days and bad days. Particularly what
has been difficult for me is the fact that I am a very small operator,
and it has made it difficult to get lending locally—at community
banks, savings and loans. I have had some success with the Fed-
eral credit unions simply when I was turned down by the other
banks in my area, so having more options, more

Chairman HILL. more choice for you is important. Like, in your
own

Mr. HUGHES. Absolutely.

Chairman HILL [continuing]. community, if you had more com-
petition, more bank choices, that would be a benefit to you. Is that
what you are saying?

Mr. HUGHES. Absolutely, because our competition in housing are
the national builders that have moved into our county, and we all
know are publicly traded.

Chairman HiLL. Yes.

Mr. HUGHES. They do not have to go into the banks——

Chairman HiLL. No.

Mr. HUGHES [continuing]. and beg.

Chairman HiLL. Well, when I started my banking company in
the late 1990s, there were 295 banks in Arkansas. Now there are
70 banks in Arkansas. So

Mr. HUGHES. Right.

Chairman HILL [continuing]. I know a lot of our communities are
hurt by that. That is why this committee has made a commitment
that we want to make community banking, community financial in-
stitutions great again in this Congress by tailoring the regulatory
burden so that these institutions are growing, that we actually




74

have startup institutions, that the institutions that we have can ac-
cess capital so that you can access capital.

Has the structure of those loans also changed to where a builder,
based on their financial statement and their track record, like, the
number of loans, individual homes you can start under a line of
credit, has that shrunk over the years as well?

Mr. HUGHES. I am not as familiar with that because I have not
done a lot of spec building.

Chairman HiLL. Okay.

Mr. HUGHES. Most of the time, it has been custom building.

Chairman HiLL. Yep.

Mr. HUGHES. I have done some multifamily. One thing that has
bitten me, in trying to do a rental project

Chairman HiLL. Yep.

Mr. HUGHES [continuing]. that all of the banks in our city—
wherein this was after the recession, when Federal regulators were
clamping down on banks for having over their allowed percentage
of rental property.

Chairman HILL. Yes.

Mr. HUGHES. I was turned down by all of these banks because
it was rental, and they were over their—it did not have anything
to do with my project.

Chairman HiLL. That is right.

I mean, this is what I think is so important for this committee
to understand, that the impact of Dodd-Frank on community bank-
ing changed dramatically the risk that banks can take in very tra-
ditional local commercial businesses like building a home and that,
if it is a rental property, it has supposedly higher risk than some-
thing that is owner-occupied in a custom home that you are going
to build.

Mr. Chairman, I would like to enter into the record the Council
of Economic Advisers’ report from January 2024 that talks about
the burdens to housing affordability, and one of those is the per-
nicious impact of bank regulations since Dodd-Frank.

Chairman FLoOD. Without objection.

[The information referred to can be found in the appendix:]

Chairman HiLL. Mr. Chairman, I yield back.

Chairman FLOOD. The gentleman yields back.

The gentlewoman from California, Ranking Member Waters, is
now recognized for 5 minutes.

Ms. WATERS. Thank you very much.

Let us see. Mr. Hughes, President Trump has imposed a new 25-
percent tax on goods purchased by Americans and American busi-
nesses from Canada and Mexico, which is being characterized as,
quote, the world’s dumbest trade war, unquote.

Your organization sent a letter to Trump noting that Canada and
Mexico supply the United States with 25 percent of building mate-
rials and that his proposed tariffs would increase the cost of hous-
ing.

Will your members be able to build more housing than they were
yesterday with the added costs that come with paying these new
import taxes?
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Mr. HUGHES. Oh, absolutely not and we are very concerned about
tariffs, because we import goods from Canada and Mexico and all
over the globe, for that matter.

I deal particularly in Canada with one product, and I have had
to spend a lot of money ahead of time to keep from paying that tar-
iff.

We are very, very concerned.

Ms. WATERS. Well, let me just say that we are sitting here talk-
ing about “regulations are the cause of a lack of housing in this
country.” That is absolutely ridiculous. As a matter of fact, we have
a housing crisis, and we are here acting business-as-usual.

We have 700,000 people sleeping on the street every night who
are homeless. We have people with Section 8 vouchers waiting for
years to try to get a place. We have middle-class people who cannot
afford to pay 20 percent down on housing, and people paying more
than 30 percent for housing.

Yet, we have an administration that is sitting here talking about
“make building housing less safe, let us do something about regula-
tions that get in the way of big bankers making more money, et
cetera, et cetera.”

This is all ridiculous. This does not make good sense. We have
fpeople, both in rural communities and urban communities, suf-
ering.

It is not regulation. You know who wants to get rid of regula-
tions? The biggest banks and financial institutions in this country.
They want to get us back to where we were before we had that
meltdown in predatory lending.

Well, we are going to fight against predatory lending. We are
going to fight to build more affordable housing. We are going to
fight against this administration who claims to care about housing
but are here doing the business of the billionaires. It is not going
to work. I am absolutely sick and tired of it.

How much time do I have left? I have a lot more time. I am going
to continue to talk.

Let me just tell you, I want us to understand there is a crisis
in this country. Unfortunately, Trump, who has been bought and
paid for by Elon Musk, has given him the ability to go into our
areas, all of our departments—the Treasury, the Consumer Finan-
cial Protection Bureau, the Department of Education. Do you know
they just closed Social Security offices in my district and many of
the other districts? Now I add all of this to the housing crisis.

I want to tell you that this country is not going to do any better
by getting rid of regulations and talking about environmental re-
quirements, being opposed to things that have kept our homes and
our communities safe as we build housing.

Well, I want everybody to, as we say—I do not kind of like the
word—man up. It is time to face the crisis for what it is. Regula-
tions that will be obliterated have nothing to do with us doing what
we continue to try and do in HUD.

I went over to HUD just yesterday with a letter to the new Sec-
retary to ask him, what are they going to do? Why are they allow-
ing Musk to get rid of over 50 percent of their employees there?
They would not be able to respond to the developers who want to
build housing.
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We need to understand, not only is there a housing crisis but the
cost of supply and materials have continued to rise since COVID.

I want everybody to understand, the government has a role to
play. If we care about America, if we care about safe homes, if we
care about children who are sleeping in cars who have to get up
in the morning and try to go to school, well, stop this madness,
talking about the regulation. Let us talk about what America can
do, rather than the President going over and having a good time
with Putin and Kim Jong-un and with other countries that have
nothing to do but want to take over our country.

I have 19 more seconds. I will keep going. I will keep going by
saying: For those of you who are in housing, who are responsible
for building and getting money, you should be asking for more re-
sources in order to get that done.

With that said, I do not really have enough to say right now, but
I will keep saying it, and I want you to listen: Do not leave away
from here business-as-usual. I want you to understand——

Chairman FLOOD. The gentlelady’s time has expired.

Ms. WATERS [continuing]. a fight is on. We are going to the
streets.

Chairman FLoOOD. The gentlelady’s time has expired.

Ms. WATERS. Oh, has it expired?

Chairman FLOOD. It has expired.

Ms. WATERS. Thank you.

Chairman FLoOD. The gentleman from Tennessee——

Ms. WATERS. Okay. All right.

Chairman FLOOD [continuing]. Mr. Rose is now recognized for 5
minutes.

Mr. ROsiE. Thank you, Chairman Flood, and thank you, Ranking
Member Cleaver, for holding this hearing.

Thank you to our witnesses for your time and being here today
with us.

In Tennessee, we are blessed to be leaders in the manufactured-
housing space. I truly believe that manufactured housing serves as
the key to unlocking more housing units for working families all
across this Nation.

It is for that reason that I plan to reintroduce legislation in this
Congress that would remove the current permanent-steel-chassis
requirement for manufactured housing.

Dr. Hamilton, what benefits would manufactured housing with-
out a permanent chassis provide in terms of producing more manu-
factured homes?

Dr. HAMILTON. Thank you, Congressman. That is a great ques-
tion, and there are a couple of benefits.

First are the most obvious direct effect of the permanent chassis
requirement, which adds several thousand dollars to the cost of
each manufactured home, which, when we are talking about one of
the most cost-effective ways of building housing that is a substan-
tial percentage of each unit. Without that permanent-steel-chassis
requirement, those chassis could be repurposed from home to home,
taking off that direct cost of each new unit.

Equally as important, I think, removing that steel-chassis re-
quirement could open up opportunities to use this housing more
flexibly. We can find instances of manufactured homes that are at-
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tached to a permanent foundation with a basement, and you can
see the chassis poking down into the basement. It is ridiculous.

Getting rid of that requirement would allow people to use these
homes in the way that works for them.

Mr. Rose. Dr. Hamilton, from a local zoning perspective, are
there any specific rules that make manufactured housing infeasible
to build?

Dr. HAMILTON. Yes, there are a few, and it depends on whether
we are talking about manufactured housing in parks or on owner-
occupied lots.

In the second, on owner-occupied lots, the biggest factor is min-
imum-lot-size requirements. When a house is required to sit on a
very expensive piece of land, it does not make any sense to use a
low-cost type of housing that is not going to end up in an overall
affordable product.

When we are talking about manufactured housing in parks, we
are seeing a nationwide trend of existing parks being redeveloped
when land costs change and the highest and best use of the land
in that park changes, but localities are choosing not to zone addi-
tional land for parks.

That reduces the opportunities that are available for using man-
ufactured housing, and it puts residents of parks often in very dif-
ficult positions when they cannot find a place to site the home that
they may own.

Mr. ROSE. Sure. Thank you.

Ms. Vasicek, what steps have you taken in Columbus, Nebraska,
to incentivize the development of manufactured housing that you
would recommend for other communities to follow suit?

Ms. VASICEK. Sure. Manufactured housing, and modular homes
as well, are allowed in all zones.

Specifically, on our zoning regulations, we have eliminated min-
imum-lot regulations. We have eliminated lot widths, and site area
per housing unit. We have eliminated all rules that limit the abil-
ity to do accessory dwelling units.

Those are a few of the very specific local regulations that are
going to get in the way of modular and mobile homes.

Mr. ROSE. As a result of those changes, have you seen more suc-
cessful modular or manufactured housing development?

Ms. VASICEK. It is definitely increasing in Columbus.

Mr. ROSE. Very good. Thank you.

As a member of both the Financial Services Committee and the
House Agriculture Committee, I have observed the vast difference
in execution of how the Department of Housing and Urban Devel-
opment approaches housing versus the Department of Agriculture.

Hon. Compton, what are the negative results of these differing
approaches to regulating housing?

Hon. CoMmPTON. Thank you, Congressman.

First, for the builders and developers of housing, it simply is dif-
ferent regimes that they have to be familiar with. The way that
USDA will go about its financing process is entirely unlike what
HUD would do in a similar context. This may even be where you
have adjoining sites, one financed by USDA, and one financed by
HUD; they will be completely different processes.
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HUD’s tends to be more standardized, whereas USDA, you can
either have good experiences or bad experiences, but they are quite
random.

Chairman FLOOD. The gentleman’s time has expired.

Mr. Rosk. Thank you.

I see my time has expired, and I yield back, Mr. Chairman.

Chairman FLoOD. The gentlewoman from Michigan, Ms. Tlaib, is
now recognized for 5 minutes.

Ms. TrAIB. Thank you so much, Mr. Chair, for having this impor-
tant hearing.

Ms. Bailey, when you think of 50 percent of HUD employees
being illegally fired—many of them illegally fired—I do not think
people understand the drastic impact it will have on all the hous-
ing crisis that we have. I think the private sector does not realize
what is going to come down the pipes.

I think getting rid of, again, this sort of oversight is also very
detrimental.

I looked at the numbers and said, what does 50 percent really
mean? I saw it goes from 1,529 Federal workers in HUD down to
765 people.

Even the Office of Public and Indian Housing facilitates—get
this—3.5 million rental assistance. Mr. Chair, that means 3.5 mil-
lion residents who count on those Federal workers for that rental
assistance program will be wiped out. It is going to disrupt services
to them and disrupt, again, this effort to try to combat the housing
crisis.

When I even looked deeper into it—I looked at HUD’s Office of
Fair Housing and Equal Opportunity, and I was like, okay, so they
are going to cut them from—that is 572 workers there, down to 134
workers. That is a 77-percent reduction.

I want you to tell, Ms. Bailey, my colleagues and the American
people, is housing discrimination still happening?

Ms. BAILEY. Thank you for the question.

Every year, there are over 4 million instances of housing dis-
crimination and in most instances of housing discrimination are
not reported, for fear of retaliation.

Every year, we have been doing a fair-housing trends report, and
we see complaints of housing discrimination go up, and we are at
record highs, with complaints based on discrimination for disability
being the leading and majority of the complaints brought.

I want to highlight one of the victims that the National Fair
Housing Alliance recently assisted. She was an older American,
and she was facing challenges with creating repairs to her home,
because, as we all know, insurance costs are rising:

Ms. TLAIB. Uh-hubh,

Ms. BAILEY [continuing]. she was unable to pay her insurance,
and she was about to lose her home and be foreclosed upon.

What we were able to do, as a FIT grantee, was to assist her in
getting the proper repairs done and make sure there was no fraud
and abuse like we saw during the Great Recession, where so many
older Americans lost their homes because they were doing things
like getting repairs on their home and did not realize they were
signing away a lifetime of equity.
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We were able to help her get those repairs and maintain her in-
surance so that we did not have an older American lose her home.

That is the travesty of the Great Depression—I am sorry, excuse
me—the Great Recession of 2008. We saw so many homeowners in
cities like Atlanta who were house-rich but cash-poor.

Ms. TLAIB. Yes.

Ms. BAILEY. These are targets of dangerous and risky, abusive
predatory lenders who would go to their churches, who would go
to their community centers as trusted resources and meet with
them and convince them to take on projects to improve their prop-
erty so that they could retire with the dignity that they deserved.
They were hoodwinked, and all of their home equity was taken
away.

That is why we have the Consumer Financial Protection Bureau
today, an organization, an agency with the sole mission of——

Ms. TrAIB. I always tell people; it is the 911 for fraud. That is
where my residents call. I call the Consumer Financial Protection
Bureau (CFPB). I do not care if it is mortgage fraud or targeting
them. They get it over and over again.

I cannot believe they just got rid of this agency that pushes back
against corporate greed and the scams that target our—I mean, I
saw them do it to veterans, student loan borrowers, and everyone.

I want to get to a really important question. You know, one of
the troubling reports that came out, that Elon Musk and DOGE,
which is—there is so lack of transparency. I do not know why we
do not have him at this committee hearing. I have so many ques-
tions to ask him on behalf of my residents, but they gained access
to thousands of people’s sensitive personal information.

Ms. Bailey, you know this, and I want my colleagues to know
this. HUD enforces civil rights laws and pushes back against
abuse, but it also enforces Fair Housing Act and parts of the Vio-
lence Against Women Act and often the records in HUD are not
anonymous. They are just out there for anybody to have access to
that work for the Federal Government or has, basically, screen tab
access to it.

I am just—I am thinking of all those records of domestic violence
cases and cases on housing discrimination. Can you talk about the
safety and privacy issues for so many of our families that did turn
to HUD for help?

Ms. BAILEY. They would not have protection. Women who are
trying to escape abusers, and including families with children who
might be facing abuse, they would not have protection

Chairman FLoOOD. The gentlewoman’s time has expired.

With that, the gentleman from Wisconsin, Mr. Fitzgerald, is rec-
ognized for 5 minutes.

Mr. FITZGERALD. Thank you, Chairman.

Thank you all for being here today.

In 2023—I have a county, it is part of my Fifth congressional
District in Wisconsin, Washington County—they established—the
county exec, to his credit, established a program to increase the
supply of homes that are priced, in general, kind of across the
board, you would say those were middle-income. The goal of the
program is to provide quality homes within 30 percent of the me-
dian household income.
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Under the program, the county provides funding based on max-
imum of $20,000 per owner-occupied dwelling unit, and it is capped
at $2.4 million for any one site.

They are thinking out of the box, and they are trying to come up
with a way of building something, maybe smaller square footage
and smaller lot size, but still fit kind of within the constraints of
what would be considered local and State regulations.

This investment is basically a grant to local governments and
acts as a 0-percent loan for infrastructure, construction, and other
eligible expenses, and is then returned to the county in the revolv-
ing fund. It is actually—they have had great success already.

Mr. Hughes, I am just wondering—I know I am kind of hitting
you with something maybe you are unaware of, but are there other
things like this that maybe you are seeing, where people are think-
ing out of the box right now in developing some new footprints,
that is starting to allow us to build some affordable housing in
some of these counties?

Mr. HUGHES. Probably the most popular of those that I am aware
of is the increased use of accessory dwelling units. They are much
smaller; sometimes it is renovating an attic over a garage for a
mother-in-law or—but, yes, it is becoming very common, very com-
mon.

More and more jurisdictions are allowing it, but, unfortunately,
I would guess that there are more jurisdictions that do not want
anything to do with it.

Mr. FITZGERALD. My frustration, I think, is that, when you look
at certain parts of my State, in my district and outside of my dis-
trict, there is a ton of construction going on, but they are building
rental units, right? Or they are building these multiple duplex
units, which is, obviously, kind of money-making ventures for a lot
of those that are involved in the building trades. It is the single-
family homes that are not being built.

What we are trying to figure out, I guess, is, are these newer
units being built—the rental units and the duplexes being built in
lieu of single-family housing?

Is that something that you are seeing, as well, kind of on a na-
tional scale?

Mr. HUGHES. I am not sure on a national scale. I can speak to
my locale.

Mr. FITZGERALD. Yes. Yes. That would be helpful.

Mr. HUGHES. We have a pretty balanced mix, I think.

Of course, we are seeing a lot of growth from Lexington, North
Carolina. For 100 years our economy was furniture, textiles, and
tobacco, and they all went away in about a 10-year period. We have
worked very hard to recruit manufacturing, and I would like to say
that we are a victim of our own success. We have enticed some very
large manufacturers. We are building a Siemens plant to build lo-
comotives, and we simply do not have enough houses to go around.

We have a good mix in our area of single-family and apartments.
Now, as far as nationally, I apologize, I would not know what the
numbers were there.

Mr. FITZGERALD. Yes.
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I think the other issue that has kind of started to emerge is that,
in the late 1990s, there were a lot of subdivisions that were built,
and they were large-square-footage homes—McMansions, right?

Mr. HUGHES. Sure.

Mr. FITZGERALD. There really has not been a shift away from
that. Yet, the prices associated with a lot of those subdivisions are
just—they are too high.

Mr. HUGHES. Sure.

Mr. FITZGERALD. It is not something that a—it is not a starter
home, right? It is not a starter home.

Mr. HUGHES. Right. Right.

Mr. FITZGERALD. As builders kind of work through that process
and come up with a different type of dwelling that maybe fits that,
it might help to relieve some of the pressure that is on right now.

Mr. HUGHES. Right. I think one trend you would be glad to see;
I think the average size of a custom home today is smaller. Maybe
people are using a little more common sense.

Mr. FITZGERALD. Yes. I mean, in the 1950s, a two-bedroom, one-
bath home was the standard.

Mr. HUGHES. Sure.

Mr. FITZGERALD. Suddenly that became three-bedrooms, two-
baths, and it continued to grow. So

Mr. HUGHES. Sure.

Mr. FITZGERALD [continuing]. maybe that is an answer.

I am out of time. Thank you very much.

I yield back.

Chairman FLOOD. The gentlewoman from Texas, Ms. Garcia, is
now recognized for 5 minutes.

Ms. GARCIA. Thank you, Mr. Chairman.

Thank you to all the witnesses today and welcome to our Capitol
and to a big day for many around the complex.

I just wanted to just kind of talk a little bit about the Trump tar-
iffs.

I know that the ranking member has already asked some ques-
tions of you, Mr.—is it “Murray”? No, you are “Harris,” Mr. Harris,
from the—right.

Mr. HUGHES. Hughes.

Ms. GARCIA. I think both of your press releases that I saw that
came from your organization clearly stated your disappointment
and displeasure with the Trump tariffs that are coming to both
Canada and Mexico and the impact that it would have on some of
the lumber that you purchased.

Also, of course, combined with that, we know that there are some
actions that he is planning on doing in terms of mass deportations,
which could gut your workforce by about 30 percent.

Both of those together, it is almost like a double whammy for
your industry. Can you all survive?

Mr. HUGHES. Yes, I think we can survive, but we are definitely
going to—it is going to be challenging, maybe the best way to put
it

We are very concerned about tariffs. As I mentioned earlier, it
is causing me to spend more money already, and it just became of-
ficial. We have so many products that come from our northern
friends and our southern friends: Portland cement for ready-mix
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concrete—I am in the concrete business—drywall, gypsum for
drywall. Yes, no question.

Ms. GARCIA. Well, but what about the impact of 30 percent of
your workforce maybe not being here anymore?

Mr. HUGHES. I have not felt that in our area. We have a lot
of-

Ms. GARCIA. What has your industry felt? Are you getting reports
from around the country? Obviously, you represent a national orga-
nization.

Mr. HUGHES. Sure. Sure, we are getting it, and it varies depend-
ing on areas.

We are working very hard to increase the workforce. Our associa-
tion, from coast to coast, is doing a lot of things to train and retrain
the next generation. I have been coordinating carpentry contests
for over 25 years to try to train high-school kids, which is working
very well, but it is a slow, slow fix.

Ms. GARCIA. Thank you.

Mr. HUGHES. No question, the immigration——

Ms. GARcIA. Thirty percent is huge, in terms of hit to your work-
force, and then, what is it, 25 percent in Trump tariffs. I mean, like
I said, it is a double whammy, and I wish you all the best.

Mr. HUGHES. Thank you.

Ms. GARcIA. I know that many of us are very concerned for a va-
riety of reasons but thank you for the press releases that you have
sent out. It made clear about what position you all have.

Recently, a constituent reached out to my office to help with
casework. She is a mother of three and a veteran. She also filed
to participate in the HUD-Veterans Affairs Supportive Housing
program. The program provides homeless veterans with HUD’s
housing choice voucher, rental assistance, along with case manage-
ment and clinical services provided by the Department of Veterans
Affairs.

She originally filed to participate in the program because she and
her children were faced with the risk of homelessness. However,
due to the shortage of affordable housing in Houston and the high
demand in the program itself, the waitlist for the Housing of Urban
Development-Veterans Affairs Supportive Housing (HUD-VASH)
program has been closed. They just have been closed. That left my
constituent, a 100-percent-disabled veteran who served this Nation,
unable to participate.

Ms. Bailey, your work with the National Fair Housing Alliance
directly works with families like my constituent. What can we do,
as a Congress and as a Nation, to better prioritize affordable hous-
ing so that our vulnerable communities and our Nation’s heroes
can avoid homelessness?

Ms. BAILEY. Thank you for the question.

One of the things that you can do is make sure the administra-
tion is not trying to override the rules of Congress. Dollars have
already been appropriated, and those contracts are being taken
away. The President does not have the authority to do that so to
hold the administration accountable for making sure dollars that
Congress already appropriated are spent in the way that Congress
has designed them to do such.
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The second thing is making sure things like our Affirmatively
Furthering Fair Housing provision of the Fair Housing Act, which
simply requires that every community is vibrant, with all of the
amenities that everyone needs to thrive, is fully enforced. It is ac-
tually the key to some of the local and State-based exclusionary
zoning laws.

Ms. GARCIA. Thank you.

I yield back, Mr. Chairman.

Chairman FLooD. Thank you.

The gentleman from South Carolina, Mr. Timmons, is now recog-
nized for 5 minutes.

Mr. TimMmONS. Thank you, Mr. Chairman.

Hon. Compton and Dr. Hamilton, during your testimony, you
touched on some things that I want to expand on a little bit.

It seems to me that one of the biggest challenges in the afford-
able-housing space is the complex, I am going to say, patchwork
framework of approaches taken by the Federal Government, the
State, and the city. While they are all intended, well-intended, for
the same purpose of facilitating affordable housing, they are often
contradictory and, in many ways, vague.

I guess the last part—with elections that have consequences,
some of the State and local rules can change in the middle of a de-
velopment, and the permitting process can be overly onerous and
complex.

Dr. Hamilton, is there a way that the Federal Government could
preempt all of these rules to create an NFIP, National Flood Insur-
ance Program-style system through which State and local govern-
ments can then adopt portions of it to try to streamline that?

Does that question make sense?

Dr. HAMILTON. Thank you, Congressman.

Part of that is outside of my area of expertise, as far as the legal
role that Congress could play in a more aggressive role in deter-
mining zoning and permitting processes, but I think there are abso-
lutely lessons that need to be shared by States and local govern-
ments, and implemented, in terms of what is working.

One thing we often see is that the repeal of one specific zoning
rule, intended to make a new type of project feasible to build, will
just reveal the challenges in permitting or building codes or sub-
division regulations that are still standing in the way of the type
of housing that the reformers were hoping to see.

Mr. TiMmMONS. Hon. Compton, what are your thoughts on that
concept?

Hon. CoMPTON. Yes. Congressman, in my opening remarks, I
spoke of a systemic or systematic approach to this.

I think that one of the problems that we have really dates back
to the 1986 Tax Act. We took out passive-loss—we put in passive-
loss limitations in the 1986 Tax Act, which essentially took individ-
uals and small businesses out of the ability to invest economically
in real estate. I think that had the unintended consequence of dis-
connecting local investors from the local real estate market.

What we have seen over the last 40 years since that was done
is an explosion of local regulation. In part, it is because many of
the builders are the national builders, which do not have input into
State and local elections, and, thus, there is really no political
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check on the growth of these regulations, because many, many
homeowners would just as soon nobody else ever build near them.

I think that reexamining the—as part of the Tax Cuts and Jobs
Act reconsideration, looking at taking passive-loss limitations off of
residential investment could help restore balance.

Mr. TiMMONS. Thank you for that.

It seems that all levels of government are searching for a solu-
tion to the problem of affordability. In my district, it is particularly
challenging, as we have gentrification due to increased population
growth, and we have no public transportation to speak of. It is even
more of a challenge there.

I have encouraged our State and local government to view this
challenge from a perspective of, how do you incentivize, as opposed
to require?

Because, in my experience, when local governments try to re-
quire a percentage of affordable housing, it really creates a bad en-
vironment. Because if you are telling a developer they have to do
25, 30 percent affordable, that developer is still going to get the
rents necessary to make the project work, and you are going to
have the 70 percent of the people subsidizing 30 percent and neigh-
bors subsidizing neighbors. I actually think it is just immoral.

If we are going to do this; we should consider it from the perspec-
tive of general fund tax dollars. If you want to then use those gen-
eral fund tax dollars because you have convinced the people that
you represent, that is an appropriate use of tax dollars—which I
think many cities and States can have that conversation—then you
incentivize developers, using general fund tax dollars.

It just makes a lot more sense than—it is harder to do. It is a
lot harder to do, because you actually have to defend your policy
decision to the people that elect you, but it is drastically superior
to telling developers that they must force one neighbor to subsidize
another. Yes, I appreciate this hearing. I look forward to working
with my colleagues across the aisle to try to solve this problem for
all of our cities and counties.

Thanks.

Chairman FLOOD. The gentleman yields back.

The gentleman from California, Mr. Liccardo, is now recognized
for 5 minutes.

Mr. Liccardo. Thank you, Mr. Chair. Thank you for allowing me
to waive on.

Thank you also for taking the time last week. I appreciated the
opportunity—or 2 weeks ago, I think—to speak with Democrats
about our ideas on housing. I really want to thank Ranking Mem-
ber Cleaver for the invitation to that conversation.

Mr. Hughes, I appreciate your emphasis on the five L’s. Thanks
for keeping it simple for us. That is helpful.

I wanted to talk about three of those L’s for just a moment.

First, on the lending, I really appreciate NAHB’s advocacy for
full funding for all HUD and USDA rental assistance contracts, for
robust funding for the HOME Program, for the USDA Homeowner-
ship Direct Loan programs and multifamily programs. I think
those are all important, and I certainly hope my colleagues on both
sides of the aisle will heed your advocacy.
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In particular, I was interested about the expansion of the Low-
Income Housing Tax Credit (LIHTC)—I know that there was pend-
ing legislation in the last session—and specifically on boosting the
9 percent, which I imagine could help a lot of small jurisdictions,
smaller towns, that do not have a lot of access to capital, that still
have a gap in the capital stack. By boosting it, say, from 9 to 12
percent, it could enable projects to actually get a shovel out of the
ground much faster.

Have you seen that happen based on the experiment that we just
went through, through the post-pandemic era, when we saw a boost
in that tax credit?

Mr. HUGHES. Well, personally, I have not had any dealings with
LIHTC at all, but I have some friends that have, and they love it,
to be honest with you. It is one of the best tools they have.

I am sorry, I cannot speak directly to it, but I know they would
like to see it increased.

We know, we do not stand a chance furnishing housing for low-
income families without some kind of government subsidies. That
is one of the best.

Mr. Liccardo. Yes, I agree. I think, certainly in my experience as
a Mayor of a large city and in a very expensive place, we had a
capital stack sometimes of seven or eight different sources. Having
that boost could be a real catalyst to getting more units built.

Going to the next L, labor, I think you testified, was it 300,000
open positions

Mr. HUGHES. Correct. That is average.

Mr. Liccardo.—in construction across the country?

Mr. HUGHES. Average. Right.

Mr. Liccardo. Is it fair to say that has been something of a chron-
ic challenge for us since the Great Recession, for about a decade
and a half? Is that right.

Mr. HUGHES. Sure, exactly because the recession retired a lot of
people before they wanted to—or, before they would have naturally,
and it left a huge gap.

Mr. Liccardo. We can agree that having more immigration would
probably help for those skilled labor positions. Is that fair.

Mr. HUGHES. Absolutely.

I grew up in the tobacco belt, where we used immigrant help, but
the outfall of that, a lot of times, was the folks that came in for
seasonal work—we do not have tobacco anymore, but we have
Christmas trees, so we still have a big influx. A lot of these work-
ers get a job and stick around and learn to lay block.

Mr. Liccardo. Yes.

Mr. HUGHES. That is—I mentioned we are working very hard to
train the next generation, but it is slow.

Mr. Liccardo. Yes.

Mr. HUGHES. There have to be some ways that we can take ad-
vantage of the immigrant force that we have right now.

Mr. Liccardo. Also, the many people who do want to work.

Mr. HUGHES. Oh, absolutely.

Mr. Liccardo. Yes.

Mr. HUGHES. No question, they do want the work.

Mr. Liccardo. I appreciate that.
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I also appreciate your prior testimony that we were not helped
any with regard to housing construction costs by the President’s in-
crease in tariffs. We know it affects Canadian lumber and many
other building materials, and I appreciate your testimony in that
regard.

Dr. Hamilton, I appreciated your testimony as well and I under-
stand particularly the points around zoning and how that can be
a real constraint.

We do have a challenge in many local jurisdictions where folks—
some may call them Not in my Backyard (NIMBY) neighbors who
yell because they love their community, of course, but they do not
like something getting built that is tall next to their neighborhood.

We have existing stock of buildings with 20 percent vacancy,
right, nearly 20 percent nationally, and that is our office stock.
There is an opportunity, certainly, to rehabilitate those buildings.

Would it not make sense from a zoning perspective where per-
haps we could have a Federal program that could stimulate the
conversion of those buildings with perhaps a by-right rezoning re-
quirement?

Dr. HAMILTON. Thank you, Congressman.

Yes, there are certainly instances where office buildings can be
successfully converted to residential, to great effect sometimes.
With historic buildings, it creates beautiful opportunities for very
cool multifamily projects in what are no longer viable office build-
ings.

Unfortunately, there are many more instances where the floor
plate does not work.

Chairman FLooD. The gentlewoman’s time

Mr. Liccardo. Understood. It only works for smaller floor plates,
but it is still a significant percentage.

Thank you.

Chairman FLOOD. The gentleman’s time has expired.

I recognize Ms. Garcia for a unanimous-consent request.

Ms. GARcIA. Mr. Chairman, I ask for unanimous consent to intro-
duce into the record two press releases from the National Associa-
tion of Home Builders: one dated February 1st, “25 percent Tariff
Hike on Canadian and Mexican Goods Harms Housing Afford-
ability”; the second one, “Trump Imposes Additional 25 percent
Tariff on Canadian Softwood Lumber.”

The third article is from the Houston Chronicle, and it is, “Texas
wants more affordable housing. Insurance costs are getting in the
way.”

Thank you, Mr. Chairman. I yield back.

Chairman FLooD. Without objection.

[The information referred to can be found in the appendix:]

Chairman FrooD. The gentleman from New York, Mr.
Garbarino, is now recognized for 5 minutes.

Mr. GARBARINO. Thank you, Chairman.

Thank you all, to the witnesses, for being here today.

On average, government regulations account for nearly 25 per-
cent of the cost to build a typical new single-family home, totaling
almost $94,000.
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Mr. Hughes, NAHB research has found that approximately 14
million American households are priced out of the market for a new
home by government regulations.

Can you give us examples of regulations either during the devel-
opment or construction phase that have led to these increased costs
for housing?

Mr. HUGHES. I can give you many. My favorite

Mr. GARBARINO. I have only 5 minutes.

Mr. HUGHES. I know.

My target is on energy codes. We debate a lot about codes, and,
truthfully, 85 percent of those we do not have an argument with,
as long as it is health and safety. Where we get a little sideways
is when we get involved with the government, the Federal Govern-
ment gets involved with energy codes, increased energy codes. That
is where it has really escalated out of control.

We would love to see that—and one of those requirements is on
the HUD, USDA, and Department of Veterans Affairs (VA) loans
having to conform to those heavier codes.

Mr. GARBARINO. Absolutely.

It is not just the Federal Government, but we have seen States
do it. This past Friday, New York moved one step closer

Mr. HUGHES. Sure.

Mr. GARBARINO [continuing]. to installing a gas-stove ban for
new buildings. This first-in-the-Nation ban will increase energy
costs for New Yorkers and stress the electrical grid and eliminate
consumer choice, all while having a minimal environmental impact
and pricing out working-class families.

Mr. Hughes, you just mentioned these standards that are coming
out and being forced on HUD and USDA, and New York energy
standards. We see these things coming out of here; they do not
have the benefit of what the intention is, but they are having a lot
of negative impact. You talked about—I talked about cost.

What about timing of projects? Viability of projects? Are these
stopping even things from getting started?

Mr. HUGHES. Sure. If not stopping them, tremendously slowing
them down.

Mr. GARBARINO. Well, I appreciate that very much.

The main factor—I am going to switch things here—the main
factor contributing to housing unaffordability is the ongoing short-
age of homes required to meet increasing demand. In order to right
the ship, we must explore innovative solutions to keep pace with
household needs.

One such solution to address not only affordability issues but
also the supply challenges have been manufactured housing.

Dr. Hamilton, can you please describe how manufactured hous-
ing could possibly address the high cost of building new construc-
tion in high-density urban areas such as Long Island?

Dr. HAMILTON. Thank you, Congressman.

Yes, manufactured housing presents cost efficiencies over site-
built housing in a variety of ways, one of which is that it can be
built offsite, where labor costs can be much lower than they are on
Long Island.

What is necessary, though, in high-cost places is, typically, allow-
ing a dense manufactured-housing development that local zoning
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rules are generally standing in the way of. One factor could be out-
right manufactured-housing bans. Another could be minimum-lot-
size requirements, which make the cost of each piece of land that
a house can sit on very expensive and make manufactured housing
an unviable solution.

Although, some of HUD’s recent reforms to allow for more than
one manufactured-housing unit to be combined are promising.

Mr. GARBARINO. Thank you very much for that answer and I just
want to make a statement just to finish.

We have heard a lot of complaints about the cost of homes going
up, the cost of construction, the cost of buying. Very little has been
done to solve it, except for—the past administration and a lot of
State governments controlled by—New York, for instance, con-
trolled by a Democratic Governor for the last 20-some-odd years—
they have gone after the mortgage industry, they have gone after
the title insurance industry, they have gone after the realtors, they
have gone after the home builders, all to try to—all these groups
that help people actually achieve homeownership, they have gone
after them as if they are the problem.

They are not the problem. Over-regulation by government is the
problem. They need to get out of the way and let these people, who
have done a great job for decades of letting people buy homes, get
them back into the business where they have been and been so suc-
cessful at it. We have to get out of the over-regulation that govern-
ment has done.

With that, Mr. Chairman, I yield back.

Chairman FLOOD. The gentleman yields back.

The gentleman from New York, Mr. Torres, is recognized for 5
minutes.

Mr. TorRRES. Thank you, Mr. Chair.

Even though housing is one of the central concerns of every
American household, funding for HUD represents a mere 1 percent
of the overall Federal budget. The Fiscal Year 2024 Federal budget
was in the range of $7 trillion, of which only $70 billion went to
HUD.

Ms. Bailey, do you think housing is getting anything approaching
its fair share of Federal funding?

Ms. BAILEY. No and thank you for the question, sir.

Mr. TorRES. The National Low Income Housing Coalition reports
that America has a housing deficit of 7.3 million units for the low-
est-income Americans. The United States builds somewhere be-
tween a million and 2 million units a year, but only a small subset
of those units is affordable to the lowest-income Americans.

Now, I am all for land-use reform, for reasonable deregulation,
but the fact is that it is all but impossible to build deeply afford-
able housing for the lowest-income Americans without some meas-
ure of public subsidy.

Is that correct?

Ms. BAILEY. Correct.

Mr. TorgeS. If we continue to catastrophically under-build hous-
ing in America and continue to catastrophically under-invest in
housing in America, then we, as a country, have no hope for closing
the housing deficit of 7.3 million units. In fact, that deficit will only
widen over time.
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Now, the greatest sources of deeply affordable housing are Sec-
tion 8 and Section 9 public housing. There are about 5 million
Americans living in Section 8 public housing and about 2.5 million
living in Section 9 housing.

I can tell you, as a product of public housing, most Americans
who live in Section 8, in public housing, would be homeless without
it, because market-rate rent is simply too high.

My question to you, Ms. Bailey, is, what is more expensive for
the Federal Government, homelessness or those housing programs?

Ms. BAILEY. Homelessness, sir. Thank you.

Mr. TORRES. When the Federal Government defunds or under-in-
vests in programs like Section 8 and public housing, it is not cre-
ating a cost saving; it is simply substituting the higher cost of
homelessness for the lower cost of affordable housing.

Do you agree with that assessment?

Ms. BAILEY. Yes, sir.

Mr. TorRrES. Affordable housing is not a cost but a cost saving
relative to the far greater cost of homelessness.

Ms. BAILEY. I would add “fair and affordable,” sir.

Mr. TORRES. The Federal Government must not only create new
housing supply; we must preserve the existing housing supply. No-
where is the need for preservation more pressing than in public
housing.

I grew up in New York City public housing, New York City
Housing Authority (NYCHA), which has been so chronically under-
funded for so long by the Federal Government that it has a capital
need of $80 billion and counting. That is 80 “billion” with a “B.”

Housing authorities like NYCHA typically receive only a percent-
age, only a proration of the formula Federal funding for which it
is statutorily eligible. In fact, there have been years when NYCHA
has only received 82 percent of its formula Federal funding.

Do you think there is a private landlord in America that could
operate with only 82 percent of the revenues that it needs?

Ms. BAILEY. No, sir.

Mr. TORRES. Why should we expect that of public housing?

Ms. BAILEY. We absolutely should not, and, in fact, we need more
investment, and we need to be very intentional.

The Housing Crisis Response Act has $150 billion. It is a sensible
package that we all need. We need to see increased support for
housing choice vouchers, and increased support for public housing
authorities.

We need to act quickly. Housing is an important pillar of our
economy. If we allow housing to fail, the economy fails.

Mr. TorRRES. Federal public housing is a Federal program and a
Federal obligation.

Ms. BAILEY. Yes.

Mr. Torres. If there are bricks falling off a public housing build-
ing, does the Federal Government have an obligation to replace
them?

Ms. BAILEY. Yes.

Mr. ToRRES. If there are leaking roofs that are causing water to
penetrate and damage the building systems, does the Federal Gov-
ernment have an obligation to replace those roofs?
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Ms. BAILEY. Yes, because the people who live in those housing
places deserve the dignity of a home that is safe.

Mr. TORRES. Safe, decent, affordable housing, which every Mem-
ber of Congress enjoys. Why not wish for every American the safe,
decent, affordable housing that we, as Members of Congress, take
for granted?

I have a question for each of the panelists. There are multiple
causes to the affordability crisis, right? Insurance, construction
cost, land use. Which cause would you identify as the most con-
sequential?

I will start with Hon. Compton.

Hon. ComPTON. Hearkening back, Congressman, to what I said
about what we did in the Tax Code 40 years ago, we intentionally
knew that changes in the Tax Code in the 1986 Tax Reform Act
were going to cause under-investment in housing, and that is ex-
actly what we have gotten.

Dr. HAMILTON. Thank you, Congressman.

I would point to land-use regulations and permit approval proc-
esses.

Mr. HUGHES. Excessive codes.

Ms. VASICEK. I would say, since we have reformed our local regu-
lations and we have invested significantly in housing at our level,
it is some of the

Chairman FLOOD. The gentleman’s time has expired.

Ms. VASICEK [continuing]. Federal and State requirements.

Chairman FLOOD. The gentleman’s time has expired.

Mr. TorRRES. Thank you.

I have a shortage of housing and a shortage of time, so thank
you.

Chairman FLooOD. Thank you.

The gentleman from New York, Mr. Lawler, is now recognized
for 5 minutes.

Mr. LAWLER. Thank you, Mr. Chairman.

I do not think there is any question that housing is one of the
most important issues facing our country. We are approaching 7
million units underbuilt nationwide, and it impacts every commu-
nity across the country in every type of housing stock.

One of the most common refrains that I hear when discussing
housing with residents across my district is their concern about the
affordability of housing. It remains the most persistent challenge.

With mortgage rates near their highest since the turn of the mil-
lennium, a limited housing supply in many communities, and ongo-
ing supply chain and construction issues, it is perhaps the most dif-
ficult time to purchase a home in our region’s history.

This affordability crisis is further complicated by the fact that
many homeowners remain unable or unwilling to sell their homes
for fear of losing their fixed, low-rate mortgages obtained prior to
2022.

The median cost to purchase a home is more than 5.6 times
greater than the median household income nationwide.

In looking at the growing crisis in my district, in Rockland and
Westchester Counties, which pay among the highest property taxes
in America, according to the National Association of Realtors, the
monthly average cost of a mortgage was $1,000 more in 2023 than
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it was in 2022, and in Putnam and Dutchess Counties, it was at
least $800 more per month. That is anywhere ranging from $10,000
to $12,000 more per year on an annual basis. For many families,
this is totally unsustainable.

That is why I will be reintroducing—and I am glad to see noticed
with today’s hearing—my Housing for America’s Middle Class Act.
This bill will improve our understanding of the efficacy of Federal
housing affordability programs and of any gaps that exclude mid-
dle-income households.

Mr. Hughes, given the estimated costs of construction continuing
to climb, can you highlight why most builders opt to produce more
expensive housing to remain economically viable?

Mr. HUGHES. I think most builders just address their market,
what—what market—how they are going to be able to sell the
homes.

I deal primarily in western North Carolina, where there is no
starter housing; everything is large, custom homes. It is a great
Earket. You can only build one or two a year, but it is a good mar-

et.

Everybody seems to have their expertise, I guess. Spec building
is not mine. I am more of a custom builder.

Mr. LAWLER. Hon. Compton or Mr. Hughes, what, in your view,
need to change either at the regulatory or market level to ensure
that the construction industry can produce homes at a price point
for middle-income consumers?

Hon. CoMmPTON. Congressman, thank you.

I think that what is vastly underestimated in terms of the regu-
latory burden is not just the cost or even the time that it imposes,
but it really is the multiplicative effect that the time has on risk.

Given that profit margins, whether it is an expensive house or
a less expensive house or similar, is that the margin for error on
less expensive houses, if you have an unexpected 3-month delay
due to some regulatory issue, can take that from being profitable
to a loss. There is simply much greater risk, both perceived and
real, for lower-cost houses because of less of a margin of error.

I think making the regulatory process not only less but more pre-
dictable would be helpful in that respect.

Mr. LAWLER. It is estimated that the construction industry needs
over 400,000 workers next year to meet growing demand. In your
estimation, how can these goals be met?

I would direct this to Mr. Hughes.

Mr. HUGHES. As I mentioned before, immigration, we simply
have to have a short fix. We are doing all we can for the slow, long
fix, but there has to be a way to figure this out; we have been doing
it for decades and we have to get a handle on that.

Mr. LAWLER. I do not think there is any question, as we deal
with the economic challenges facing the country, three of the big-
gest issues that I see are immigration, energy, and housing.

If we actually address all three in a serious and substantive way
and address the workforce shortages, address the energy supply,
and address the housing supply, our economy will be in a much
stronger position, and the cost of housing will come down.

I yield back.

Chairman FLOOD. The gentleman’s time has expired.
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The gentleman yields back.

The gentlewoman from Oregon, Ms. Bynum, is now recognized
for 5 minutes.

Ms. BYyNuM. Thank you, Mr. Chair, and thank you to the wit-
nesses.

My State of Oregon has faced some of the fastest-growing hous-
ing costs in the country. I am concerned that, despite State-led ef-
forts like rent stabilization and zoning reform, many families are
still priced out.

Ms. Bailey, what additional fair-housing policies or Federal sup-
port do you think States like ours—like mine—would make housing
more accessible, particularly for low-income and marginalized com-
munities?

If T could put a finer point on it, this morning we talked a little
bit about what it takes to give some hope to the younger genera-
tion. I have a 23-year-old and a 20-year-old and when I talked with
the realtors a couple weeks ago, they told me 38 was the average
age of a first-time homebuyer.

Like—so I am telling kids now—Ilet us say you graduate from col-
lege or trade school, you are 23. You have to work 15 years to be
able to get into your own home?

Help me make it make sense, please.

Ms. BAILEY. Thank you so much for the question.

The Affirmatively Furthering Fair Housing Act provision of the
Fair Housing Act is critical to being a tool for local jurisdictions to
actually attack and dismantle the structural inequities that have
been created by exclusionary zoning laws.

Fully enforcing the Affirmatively Furthering Fair Housing provi-
sion, which says that every dollar for housing and community de-
velopment programs expended, they must make sure all commu-
nities are vibrant and inclusive and that the people there can
thrive; that is for HUD, Treasury, Department of Education, De-
partment of Transportation, and every Federal agency.

The second thing, in response to your question, we need to pass
the Housing Crisis Response Act. It includes critical funding for
first-generation downpayment assistance. This is downpayment as-
sistance that would help homebuyers whose prior generations have
been locked out of the system because of exclusionary policies that
have made it impossible for them to build intergenerational wealth
that they could pass forward to new generations and help them
enter into homeownership.

The number one barrier for people who are interested in becom-
ing homebuyers and who are being beaten by investors is the lack
of a downpayment. First-generation downpayment assistance would
help people in urban, suburban, and rural communities get access
to the downpayment assistance that they need to enter into and
successfully become homeowners.

Ms. ByNuM. Thank you.

I would also push to say that even middle-class kids who grew
up in a home, they are having troubles too. I would venture to say
a lot of the young kids working in the Capitol today could hardly
afford to buy a home, even with very good salaries.
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Did anyone else on the panel want to poke at it? Do you have
kids that you want to get out of your house, that you would like
to be able to help them buy a home?

Mr. HUGHES. Well, I will comment. I have three grandsons——

Ms. Bynum. Okay.

Mr. HUGHES [continuing]. under 10 years old and I am very con-
cerned——

Ms. BynuM. Yes.

Mr. HUGHES [continuing]. that when they get of age, they are
going to be able to own their own home, even if I am still around
to build it for them.

Ms. ByNUM. Yes.

Mr. Chair, let the record reflect that we are all concerned about
the fate of our young people in this country and their ability to buy
their own home and stabilize their living arrangements for the fu-
ture.

Ms. Bailey, you also mentioned a little bit about institutional in-
vestors, or at least I heard a little bit about that. I am really con-
cerned that they own now a significant share of rental housing and,
fairly or unfairly, have been accused of driving up rents and per-
haps limiting supply in some areas.

We know that this form of funding is filling a gap, but how can
we make that more friendly to the people in those communities
who want to buy homes? How can we adjust what is happening in
that market fairly?

Ms. BAILEY. Again, providing first-generation downpayment as-
sistance and using our fair-housing laws, to actually enforce them
against harmful practices.

We have heard allegations that some companies are using tech-
nologies, for instance, because technology is playing a broader role
in making housing decisions, and technology is driving up the cost
of housing in different communities. Using things like the Fair
Housing Act and the Equal Opportunity Act to fully enforce those
important civil-rights protections.

Ms. ByNum. Thank you.

Mr. Hughes—I think I can see that—Oregon is a national leader
in mass timber production, and so our State has promoted cross-
laminated timber as a more sustainable, cost-effective building ma-
terial.

b A?ny interest in your neck of the woods for cross-laminated tim-
er?

Mr. HUGHES. I have seen it, and I have researched it some, but,
no, I have not seen it used at all, except maybe in a couple multi-
family

Ms. Bynum. Oh, okay.

Mr. HUGHES [continuing]. large, multifamily projects. Unfortu-
nately, I have seen a couple failures too.

Ms. Bynum. Okay. Thank you.

Thank you, Mr. Chair.

Chairman FLooD. The gentlewoman yields back.

The gentleman from the great State of Montana is recognized,
Mr. Downing. You are recognized for 5 minutes.

Mr. DOWNING. Thank you, Mr. Chair.

Thank you to the witnesses for being here today.
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I think about my idea of the American Dream, being able to buy
your first home, and worry about things that get that farther and
farther and harder and harder to do.

I am just looking at some numbers from Montana. We have
seen—in the 5-year period from 2018 to 2023, we saw about a 90-
percent increase in the median home value in listings. In that same
period, we saw median household income in Montana increase just
under 30 percent, so it is almost three times more in that period
and the median listing price for a home in Livingston is about
$640,000.

One of the things that I thought was interesting, another data
point I saw shows that for every $1,000 increase in the cost of
building a home, that you are foreclosing on about 106,000 poten-
tial buyers in that, and so limiting the market to those folks.

One final thing that I think is germane to this conversation is,
about 77 percent of U.S. households are already not able to afford
a median-priced home and that about 24 percent of that is from
regulations across all levels of government. That is according to the
National Association of Home Builders.

I am going to start with Mr. Hughes.

Under the previous administration, Joe Biden saw affordable and
reliable energy as the problem, in favor of the Green New Deal pri-
orities. In 2024, the Department of Housing and Urban Develop-
ment, in concert with the Department of Agriculture, promulgated
a final rule requiring all HUD-and USDA-financed properties to
adhere to international green-energy standards.

How do these sorts of unrealistic energy standards put affordable
housing out of reach for many families?

Mr. HUGHES. It has added so much extra cost to—and it does not
pay for itself, simply.

Now, I have been using innovative, energy-efficient products for
over 20 years, and I am big believer in them as long as they pay
for themselves. You simply cannot pay for these increases.

Mr. DOWNING. Right.

Hon. Compton, anything you would want to add to that?

Hon. ComPTON. We certainly have seen this growth, whether it
is in the energy space or in others.

I think one thing that is also under-appreciated is just the cumu-
lative burden of all of these things. I have likened it to the old tale
“Gulliver’s Travels.” Any one of these strings is not enough to kind
of hold the housing market back, but by the time you have piled
several hundred or several thousand on someone, the cumulative
burden is just enormous.

Mr. DOWNING. Right.

Hon. ComMPTON. So, things that if viewed in isolation we would
say, “Well, that is really not such a bad idea, that would kind of
be Okay,” is that when you take 500 of those “well, that would not
be so bad,” is that we have really ended up at the place that you
are talking about, which is this 24 percent of cost.

Then, as I mentioned earlier, I think that kind of an untabulated
cost is the risk that adds due to the delay that is inherent in it.

Mr. DOWNING. Right.
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Continuing on this, another example of the burdensome impact
of environmental regulations is the broad application of the Na-
tional Environmental Protection Act, or NEPA.

NEPA was originally intended for large-scale industrial projects
like power plants with significant environmental impacts. Today, it
has expanded to include housing construction, which creates costly
delays on projects.

To you, Hon. Compton: How should NEPA be reformed to make
housing construction faster, more affordable, and still maintain
sensible environmental protections?

Hon. ComPTON. Thank you, Congressman.

I think, in particular, first is to recognize that NEPA is not a
substantive environmental regulation. It is, instead, simply proc-
ess. It does not say what you have to do; it simply says how you
have to do it, and it imposes an enormous burden in terms of time
on many projects that are subject to it.

It is even broader than what you mentioned. I mean, for in-
stance, a project that has project-based vouchers from HUD is now
subject to NEPA. This is far beyond, I think, what was originally
intended, as you mentioned, for nuclear plants, hydroelectric dams,
and Air Force bases.

I think that what Congress did in 2023 in the Fiscal Responsi-
bility Act really lays the groundwork for meaningful change in the
regulations. Courts have held that the existing Council on Environ-
mental Quality (CEQ) regs are unconstitutional. This is the time
to really take a new look at this, and I think that great progress
can be made in this area.

Mr. DowNING. Well, thank you very much.

Unfortunately, I have run out of time, so, Mr. Chair, I yield.

Chairman FLOOD. The gentleman yields.

(Ii would like to thank all of our witnesses for your testimony
today.

Without objection, all members will have 5 legislative days to
submit additional written questions for the witnesses to the chair.
The questions will be forwarded to the witnesses for their re-
sponses.

Witnesses, please respond no later than April 30, 2025.

[The information referred to can be found in the appendix.]
Chairman FLOOD. This hearing is adjourned.

[Whereupon, at 4:12 p.m., the subcommittee was adjourned.]
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Statement for the Record

Submitted to:
Subcommittee on Housing, Community Development, and Insurance
House Committee on Financial Services
U.S. House of Representatives

For the Hearing:
Building Our Future: Increasing Housing Supply in America
March 4, 2025

Submitted by:
Habitat for Humanity International

Chairman Floed, Ranking Member Cleaver, and Esteemed Members of the Subcommittee -

Thank you for the opportunity to submit the following written statement for the record, and for your
attention to this critical topic.

Habitat for Humanity is a global nonprofit housing organization working in all 50 states, the District of
Columbia, Puerto Rico, and more than 70 countries worldwide, to help families build and improve
places to call home. With over 1,000 U.S. Habitat for Humanity affiliates spanning rural, urban and
suburban communities, we help families and individuals achieve the strength, stability and self-reliance
they need to build better lives for themselves.

Founded in 1976, Habitat for Humanity is consistently among the top 25 largest home builders in the
U.S. and is the largest nonprofit provider of home repairs for low-income households nationwide. In
FY2024, our network built, rehabbed or repaired over 15,000 homes in partnership with low-income
homebuyers, homeowners, volunteers and supporters. Through our home building, home repair,
homebuyer readiness and neighborhood revitalization initiatives, we help grow and preserve our
nation's supply of safe, affordable homes for homeownership while expanding homeownership
opportunities for modest-income households.

Habitat's work on the ground has given us broad insight into what works and what obstacles remain for
expanding our nation’s housing supply and making homeownership attainable nationwide.

Office of and A ¥ | 1310 L St NW, Suite 350, Washi DC 20005 @habitat.org
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The housing shortage is heavily impacting homeownership

Arecord shortage of entry-level, “starter” homes is driving up home prices and pushing the dream of
homeownership out of reach for millions of families nationwide. In the varied communities where
Habitat works, we see growing shortages for hard-working families seeking to buy their first home,
impacting teachers, business managers, nurses, home health aides, military personnel and other
essential members of our workforce.

The chief driver of sustained, high home prices is the record low supply of for-sale homes caused by
years of underbuilding. This shortage is especially acute for modest-sized, affordably priced starter
homes, whose numbers have dwindled dramatically since the late 1970s.

The resulting shortage impedes workers' access to economic opportunities, holds back local
economies, and keeps millions of would-be homebuyers in the rental market where they add to the
scarcity of affordable rentals.

We can't make homeownership attainable again, and rein in housing inflation, until we start rebuilding
our nation's supply of starter homes.

What gets in the way of building starter homes

A mix of financial and regulatory barriers have made it difficult if not impossible to construct and
rehabilitate affordably priced starter homes in the communities that need them. Most builders aren't
building starter homes anymore because they simply don't “pencil out.” Here's what’s driving the math:

* Therising cost of land

According to the American Enterprise Institute's Land Price and Land Share Indicators, the price
of a standardized quarter-acre Lot for existing single-family homes has more than tripled since
2012 and rose 62% between 2019 and 2023 alone. Over the past four years, this increase has
added on average more than $100,000 to the cost of development, right from the start.
Skyrocketing costs are being fueled by the declining availability of buildable land zoned for
residential uses, and limitations on the types of homes that can be built on this land.

High land costs impact most communities where we work — and not just the most expensive
markets. For instance, in the Kansas City region, Johnson County land costs have become
prohibitive for building affordable homes for homeownership absent creative partnerships with
faith communities and local government, which have been essential partners for our local
affiliate in acquiring property.

+« Expensive and scarce construction financing

Higher interest rates have increased capital costs for all types of builders, posing another
significant challenge. In the Urban Land Institute’s 2024 survey of real estate developers, 94%
cited the cost of capital as a key n - higher than for any other issue.

Office of and A ¥ | 1310 L St NW, Suite 350, Washi DC 20005 @habitat.org
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For Habitat, higher financing expenses add to our overall development costs while increasing
the need for assembling multiple layers of financing. This adds to the complexity of deals as well
as the time it takes to build, further increasing the cost of producing an entry-level home.

+ Elevated labor and materials costs

The continued shortage of skilled construction workers, including roofers, plumbers, masons,
electricians and framing crews, has increased labor costs for builders including Habitat, and for
related subcontractors. Meanwhile, prices for materials like lumber remain higher than before
the pandemic and are still a challenge.

+ Overly restrictive land use regulations

Too many cities and towns have outdated zoning regulations that pose unnecessary restrictions
on the development of starter homes and other types of housing. In many communities, local
governments have effectively made it illegal to build attainable starter homes. Key restrictions
include:

o Excessively large minimum home sizes and lot sizes, which don’t track the generational
shift to smaller average household sizes.

o Prohibitions on attached housing, like duplexes, townhomes, or condominiums -
essential pieces of an overall strategy to increase the supply of starter homes,
particularly in communities with higher land prices.

o Unnecessarily high parking requirements.

o Zoning rules that disallow homes on underdeveloped commercial sites, such as
obsolete shopping malls or office parks, or on school or religious institutional land.

These restrictions lead to builders competing for a dwindling inventory of buildable land, driving
up land costs, decreasing production, and ultimately requiring developers to build at the higher
end of the market to make the numbers pencil out. For Habitat, excessive zoning restrictions
simply limit the number of homes we can build and the families we can serve.

+ High impact fees and permit fees

For a typical Habitat affiliate, for example our Habitat affiliate in DuPage, Illinois, permit and
impact fees run about $20,000-$30,000 per home. Other affiliates report much higher fees.
These fees further impede starter home construction.

+« Extended timelines for permit app s and enviror Lrevi

Drawn-out, discretionary approval processes and environmental reviews add to our capital
costs, soft costs and the time it takes to bring affordable homes to market. They also make it
harder still to juggle multiple sources of public financing, as these sources have strict timelines
for completing construction.

Office of and A ¥ | 1310 L St NW, Suite 350, Washi DC 20005 @ org
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* Increasedc petition from ir s for single-family homes

For many of our affiliates, competition from investors increases the price of acquiring existing
homes so that they can be rehabilitated and made suitable and available for low-and moderate-
income homebuyers. Investor purchases impact many communities acutely. For example, in the
Omaha suburb of La Vista, which has many modest single-family homes, 50% of all properties
are owned by investors. In the Kansas City metro area, nearly 25% of all single-family homes are
held by non-owner-occupants and offered for rent. In Milwaukee, local allies report that 40% of
the city’s single-family and duplex homes are owned by institutional investors, and as high as
90% in lower-income neighborhoods.

What would help overcome these challenges

We need to lower the cost of developing starter homes so that home builders can create more of the
types of homes that first-time homebuyers are seeking. To achieve this, we need a two-pronged
approach:

1) Address financial obstacles
Reduce Fi ing C
An excellent place to start is making construction financing more affordable and available for
building starter homes. This could take many forms, including gap financing designed to

leverage private capital, lower costs, and reduce the time and complexity of assembling
financing and equity for starter home development.

Habitat has developed a legislative proposal that offers one way forward for addressing this
challenge. Such a solution would go a long way to building more starter homes at scale.
Currently, there is no federal initiative dedicated solely to developing affordable starter homes
for homeownership. One way or another, Congress should rectify this oversight and work in a
bipartisan manner to solve this problem.

Invest in Production Programs that Work

Other resources will also be essential for nonprofit and for-profit homebuilders to create entry-
level homes at an attainable price for a wide swath of American workers and downsizing seniors.
In many markets, just offering homes at cost, with zero profit, would still exceed what essential
members of our workforce can afford. Even excluding the highest-cost markets, we find this
“affordability gap” can range from $30,000 per home to upwards of $130,000 or greater.

At Habitat, we help close this gap in various ways, by leveraging corporate partnerships, private
donations, volunteer labor, low-cost public land, and other creative means. But financial
resources from localities, states and the federal government are, and will continue to be,
essential pieces of the solution for us and others building starter homes.

Office of and A ¥ | 1310 L St NW, Suite 350, Washi DC 20005 @habitat.org
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To ensure sufficient resources are available, lawmakers should invest strategically and continue
to improve federal housing production and rehabilitation programs that work. These include:

o HUD's HOME Investment Partnerships Program (HOME), which helps fill financial
gaps and offset costs to make home construction possible for low-income families.

o HUD's Self-Help Homeownership Opportunity Program (SHOP). This program helps
Habitat affiliates and others with land acquisition and with the cost of infrastructure
needed to set the stage for starter homes.

o HUD’s Community Development Block Grants program (CDBG). This program further
helps homebuilders with the cost of infrastructure to enable the creation of starter
homes for low-income homebuyers, while also assisting with home repairs to preserve
affordable, owner-occupied homes.

o Treasury's Community Development Financial Institution (CDFI) Fund. This fund
offers tailored resources to CDFls, which invest federal dollars alongside private sector
capital to generate economic growth and opportunity in some of the nation's most
distressed communities. The Capital Magnet Fund, which leverages federal dollars 10
times over, is one of several successful initiatives operated through the CDFI Fund.
Multiple Habitat affiliates are CDFIs or partner with CDFls.

o The USDA’s Section 502 direct loan program, which makes homeownership financially
viable for hardworking low- and very-low-income individuals and families in rural areas.
This program allows for loans that cover the purchase and construction of modest
homes. Nonprofit housing developers, including many Habitat affiliates, leverage the
Section 502 direct program’s low-interest financing to support new construction,
increasing the supply of homes in rural communities across the country.

Create New Tax Incentives

Lastly, we need new tax incentives for building and rehabilitating starter homes, such as the
Neighborhood Homes tax credit (NHIA). This tax incentive will help restart housing markets
where property values are currently too low to draw in investment, but vacant homes are
plentiful and could be rehabilitated for homeownership, helping put property values back on an
upward trajectory. Such investments would be especially meaningful in many small towns and
underserved metro areas where Habitat works.

For example, a fully renovated house in Omaha might appraise at $230,000 but costs our affiliate
$300,000 to acquire and rehabilitate. The Neighborhood Homes tax credit would help bridge this
gap to enable Habitat Omaha — or any other homebuilder — to restore this home to the city's
homeownership housing stock.
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2) A L regl y reforms, i ling land use reforms

There are many opportunities to make current federal housing programs more efficient, less
costly to use, and more usable for homeownership. Needed improvements include:

o Updating the Environmental Review process required by various federal housing
programs, including HOME, SHOP and CDBG — particularly for smaller developments
and homes repairs.

o Examining other requirements mandated by HUD and USDA through the lens of their
cumulative impact on the cost of building and repairing affordable homes for low-
income households,

o Ensuring consistent allocation and guidance on the use of funds for homeownership
supply, by focusing on removing barriers and maximizing impact.

The federal government can also help encourage localities to improve their land use regulations
and building codes to bring down land and development costs. This includes:

o Making public land more available for affordable housing.

o Providing financial incentives to local communities to remove barriers to affordable
housing production, as was recently provided through the highly popular Pathways to
Removing Obstacles (PRO Housing) program.

o Empowering HUD to elevate and provide technical assistance to local and state
governments on best practices for reducing zoning barriers to attainable homes.

o Supporting the efforts of faith-based organizations and schools to build affordable
homes on their land for homeownership and rental use.

Habitat stands ready to partner with members of this Subcommittee, and all others in the federal
government, to get these solutions implemented.

Thank you for putting a spotlight on this critical challenge and for the opportunity to share our testimony.
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March 3, 2025

The Honorable Mike Flood The Honorable Emmanuel Cleaver
Chairman Ranking Member

House Finaneial Services Committee House Financial Services Committee
Subcommittee on Housing and Insurance Subcommittee on Housing and Insurance
343 Cannon House Office Building 2217 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Flood, Ranking Member Cleaver, and Members of the Subcommittee:

As our nation continues to grapple with a significant housing shortage, the National Multifamily Housing
Council (NMHC)" and the National Apartment Association (NAA)’. applaud the Subcommittee for
having this important hearing entitled: Building Our Future: Increasing Housing Supply in America.

It is essential that we build housing at all price points to meet the wide range of demand. While we are
at historic levels of apartment completions, thls will prowde onl_\,r short-term relief for a long-term
problem. According to rch condu Advi. nd Eigenio Advisors, LLC, and
commissioned by NMHC and NAA, the U.S. is facing a presﬁng need to build 4.3 million new
apartment homes by 2035.

Key findings include:

* Shortage of 600,000 Apartment Homes. The 4.3 million apartment homes needed
includes an existing 600,000 apartment home deficit because of underbuilding after the 2008
financial crisis.

* Loss of Affordable Units. The number of affordable units (those with rents less than
$1,000 per month) declined by 4.7 million from 2015 to 2020.

» Homeownership. Apartment demand also factors in a projected 3.8 percent increase in the
homeownership rate.

Research recently conducted by economists from MetroSight found that overregulation negatively
impacts rental housing affordability by increasing operating costs and discouraging new construction,
which restricts housing opportunities for individuals and families. Further, regulation imposed by all
levels of government accounts for an average of 40.6 percent of multifamily development costs,

according to research by the NMHC and the National Association of Home Builders.
* Based in Washington, D.C, NMHC is a national P i iation that rep the leadership of the apartment industry, Our members
engage in all aspects of lln, I industry, i Jii hip, devels and finance, who help create thriving
communities by providing apartment homes for nearly 40 ) affordable hnuslng mlllmn \mr:rbcnns. contributing $3.4 trillion annually to the
economy. NMHC advocates on behalfnﬂ‘mntzll housing, cond P , the exch of strategic b
information and the d of living.
= The NAA serves as the leading voice and preeminent resource through advocaey, eduwnul:. and eolla bumlmn on behall of the rental housing
industry. As a federation of 141 state and local affiliates, NAA 96,000 P ,mumlh&m 12 million apurl.menl
homes globally. NAA believes that rental hmmnp, is a \Jin:zhln. partner in every ity that emp Brity, A
collaboration, and i
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As our nation continues to grapple with a significant housing shortage, NMHC and NAA would like to
share a letter sent to President Trump (linked here) requesting a thorough review of 32 federal programs,
rules and regulations at 10 different agencies with the goal of increasing housing supply, lowering costs
and improving housing affordability. Many federal regulations have strayed from their intended purpose
and, instead, have stifled innovation and hampered housing production when our nation faces a eritical
housing supply shortage.

NATMINAL APARTMENT ASSOCIATION

Congress and this Administration have made inereasing housing supply and lowering the cost of housing
a top priority, and a review of federal regulations on rental housing providers will make it easier to build
more housing and lower cost for renters. We look forward to working with you and the Administration
towards our shared housing goals. Please call upon us if we can serve as a resource to you in this regard.

Sincerely,
= Gy VA e
"}% \(fz-lf"-«.g,{{- ~ /7/, - 1)
Sharon Wilson Géno Bob Pinnegar

President, NMHC President & CEO, NAA
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Chapter 4

Increasing the Supply of Affordable
Housing: Economic Insights and
Federal Policy Solutions

The Biden-Harris Administration believes that every American should have
access to safe and affordable housing (White House 2023a). Where people

live determines their available housing quality and amenities, such as labor
market access, transportation options, schools, protection from crime, envi-
ronmental quality, and social networks—all of which affect their quality of
life and intergenerational economic mobility (Chetty and Hendren 2018).

However, the housing supply has failed to keep up with demand over the
last several decades, leading to a nationwide shortage of 1.5 to 3.8 million
homes and driving up the cost of housing (Calanog, Metcalfe, and Fagan
2023; Khater, Kiefer, and Yanamandra 2021: Lee, Kemp, and Reina 2022).

As a result, 45 percent of renters are now cost-burdened, meaning that they

spend 30 percent or more of their family income on rent, more than twice the

share who were cost-burdened in 1960 (Ruggles et al. 2023).

Economic analyses of housing markets identify at least two frictions restrict-
ing supplv: (1) land-use regulations and zoning restrictions that limit what
can be built, and (2) rising input costs associated with construction (Khater,
Keifer, and Yanamandra 2021). While some land-use regulations can be a
reasonable part of community planning—for example, keeping factorics
away from schools or ensuring that parks arc situated near residential
arcas—many other building regulations—for example, limiting housing
density and building heights, or imposing minimum lot sizes or parking

requirements—can create artificial barriers that hinder growth and drive
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up the cost of housing. These policies arise naturally from a local decision-
making process that is influenced by homeowners, who prefer higher home
prices, and account for the local costs of increased housing, such as more
congestion, but they fail to account for any regional or national benefits.
This classic market failure negatively affects individuals in neighboring
communitics and potential new residents.

The costs of these housing restrictions reach across neighborhoods. Housing
shortages can lead to inefficiently low levels of labor mobility and human
capital investment, affecting both individual well-being and the macro-
economy. Research shows that relaxing local land-use regulations mncreases
migration, allowing workers to relocate from low- to high-productivity

regions, and boosts aggregate output {(Peri 2012; Moretti 2012). Moreover,

homeownership is a wealth-building tool with a long tradition i the United
States, and restrictive housing policies are an important factor explaining
class and racial gaps in wealth and economic outcomes (Rothstein 2017).
Increasing the housing supply, especially when combined with policies that
directly support the production of affordable rental and ownership units, can
increase access and equity for groups with few financial resources, increase
overall wealth, and reduce disparitics across groups (Carroll and Cohen-
Kristiansen 2021).

This chapter focuses on the major causes and consequences of the United
States” long-standing shortage of housing—and especially affordable hous-
ing—as well as Federal policy’s ability to alleviate these issues. While there
are policy levers at all levels of government, this chapter focuses on Federal
policy. For example, public funds could be tied to zoning reforms and used
to reduce financing constraints for affordable housing developments, and
workforce training could increase the supply of labor used to construct
housing. The first section illustrates the magnitude and trends in the housing
supply shortage over the last six decades. The second and third sections

discuss the causes and consequences of housing shortages. The fourth

144 | Increasing the Supply of Affordable Housing:
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section highlights several areas where Federal policy can equitably boost the

housing supply and alleviate rising housing unaffordability.

Magnitude and Trends

Housing costs are demanding a growing share of houschold budgets in the
United States. At the same time, the U.S. housing market faces a long-run
supply shortage.

Figure 4-1. Housing Price Index versus Wage Index, 1975-2023
Index: 2000:Q1 = 100
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Sources: Bureau of Labor Statistics (Quarterly Census of Employment and Wages); CEA calculations,

Mote: Weekly Wage Index has been smoothed using a 4-quarter moving average. Gray bars indicate recessions.
2024 Economic Report of the President

Unaffordable Housing

Figure 4-1 shows that housing price increases have outpaced wage growth in
the last 20 vears. Between 2000 and the early 2020s, housing prices tripled
while household income doubled; in other words, the price of housing rose
by 50 percent more than household income in the last 20 years.! Of course,
increased spending on housing could be a rational consumption choice.
Some people will choose to spend more on housing in exchange for lower
nonhousing consumption because they prefer better housing amenities, like

! Figure 4-1 reports changes in the housing price index. To provide additional context for the level of
rental expenses during this period: the median rent in 1960, 1980, 2000, and 2020 was, respectively,
$544, $692, $867, and $1,086, measured in 2022 dollars; and the 25th percentile of rent in 1960,
1980, 2000, and 2020 was $445, $479, $595, and $735.

Increasing the Supply of Affordable Housing: | 145
Economic Insights and Federal Policy Solutions



110

a nicer location or a newer structure. But the steadilv rising financial burden
of housing over many decades suggests that for many families, expensive
housing is not a proactive choice but rather a trend they are increasingly
forced to accept.

The share of houscholds burdened by housing expenses has risen
steadily over the last 60 years. A common benchmark for describing
rent-burdened houscholds is the income share spent on housing (i.e.. rent/
mortgage, utilities, and other housing needs) (Cromwell 2022).2 The U.S.
Department of Housing and Urban Development defines families as rent-
burdened if this share exceeds 30 percent;® and severely rent-burdened if
houscholds spend more than half their income on housing. Figure 4-2 shows
the share of renter houscholds that spend more than 30 percent, 40 percent,
and 50 percent of their income on rent. For each measure, the share has
more than doubled since the 1960s. Today, nearly 45 percent of renters are
rent-burdened and nearly 24 percent of renters are severely rent-burdened.

Figure 4-2. Renter Households That Spent More Than 30 Percent of Family
Income on Rent, 1960-2022
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Sources: Census Bureau (American Community Survey); CEA calculations,

Mote: The data for years after 2000 are averaged in 5-year bins. Gray bars indicate recessions.
2024 Economic Report of the President

* Owners are typically excluded from the cost-burdened analysis because monthly mortgage
payments that reduce the principal are a transfer to savings.

? This benchmark is based on public housing rent limits, which originated with the Brooke
Amendment in 1969 and were last updated in the 1980s.
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The financial burden of housing can also be illustrated by the number
of work hours required to pay for housing. Figure 4-3 reports the minimum
monthly work hours required to pav for monthly median rental rate housing
in 2002, 2012, and 2022. Estimates are shown separately for houscholds
carning the median wage, the Federal minimum wage, and the wages that
put someone at 100 percent of the Federal poverty level for single-adult
households with no children.® Median wage earners had to work nearly 55
hours to pay for monthly housing costs in 2002, or more than one week per
month based on a 40-hour work week: this number grew to more than 70
hours in 2022, or slightly less than two wecks of work. Houscholds carn-
ing the Federal minimum wage had to work 110 hours to pay for housing
in 2002, or nearly three quarters of the monthly hours worked by full-time
workers. This number increased to 180 hours in 2022, suggesting that more
than a full month of minimum-wage work is now required to pay for median
rental-rate housing. In other words, median rental-rate housing has become
increasingly out-of-reach for low-wage workers, and even median-wage

Figure 4-3. Minimum Monthly Hours of Work Needed to Pay for Median
Monthly Rent
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Sources: Bureau of Labor Statistics; Census Bureau; Department of Labor; CEA calculations,

Mote: Real median rent in 2002, 2012, and 2022, respectively: $923, $974, and $1306. The Federal poverty level is the poverty
level for a single individual with no children. Effective July 2009, the Federal minimum wage was raised to $7.25. Unlike in 2002
or 2012, the Federal minimum wage led to income below the Federal poverty level in 2022,

2024 Economic Report of the President

* The minimum number of hours of work required to pay for median monthly rent is calculated as
median monthly rent divided by hourly wage for workers that earn the median monthly earnings, the
Federal minimum wage, or 100 percent of the Federal poverty level. For workers eaming the median
monthly earnings or 100 percent of the Federal poverty level, monthly earnings are converted to
hourly earnings by assuming a that an employee works 160 hours per month, a typical full-time
schedule.
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Figure 4-4. Share of Households That Are Rent-Burdened by Household Head
Characteristics, 2022
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Mote: A househald is defined as rent burdened if the share of family income spent on rent is more than 30 percent.
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workers must devote a considerable share of their monthly earnings toward
housing expenses. Many households have little disposable income after
paving for housing.

Figure 4-4 reports the share of rent-burdened houscholds by age, race
and cthnicity, marital status, and income in 2022, Younger houscholds are
more likely to be rent-burdened than older houscholds, Hispanic house-
holds are more likely to be rent-burdened than non-Hispanic households,
single houscholds are almost twice as likely to be rent-burdened as married
houscholds, and 74 percent of houscholds in the bottom quintile of the
income distribution are rent burdened. Additionally, figure 4-5 reports the
share of rent-burdened households by geographic region and population
density. as well as for households in the largest U.S. cities. While some
variation emerges based on demographic and geographic characteristics,
a large fraction of houscholds across the entire country are rent burdened.
Rent-burdened houscholds are not just located in urban centers or in coastal
States: 45 percent of rural houscholds are rent-burdened, as are 44 and 40
percent of houscholds in the South and Midwest, respectively.

The Housing Supply Shortage

Years of insufficient new construction relative to houschold formation have
led to a housing supply shortage (Khater, Keifer, and Yanamandra 2021).
Estimates of the stock of the total housing shortage range from 1.5 million
(Calanog, Metcalfe, and Fagan 2023) to 3.8 million (Khater, Keifer, and
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Figure 4-5. Share of Households That Are Rent-Burdened by Geography, 2022
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Yanamandra 2021), and the annual flow of the shortage of units under
construction is estimated to be 100,000 (Parrott and Zandi 2021).

Increased housing demand is driven by a growing economy and a
growing population. In recent decades, however., housing production has
fallen dramatically. As figure 4-6 shows, quarterly housing starts per 1,000
people (shown in navy blue) fell from 22—40 units between 1963 and 1980
to 15-21 units between 1990 and 2005. Figure 4-6 also shows quarterly
single-family housing starts in light blue. Single-family housing starts were
relatively flat between 1963 and 2005 (averaging 10-18 units per 1,000
people). All types of housing starts fell sharply after the global financial
crisis and have not yet recovered to pre-2007 levels.

A decline in new housing construction has been concurrent with the
reduced availability of relatively small “starter homes™ and low-cost rental
units. As illustrated in figure 4-7, the fraction of all new single-family homes
under 1.400 square feet declined from nearly 40 percent in the early 1970s
to about 7 percent in the early 2020s. Moreover, the supply of low-cost
rental units, measured as the share of rental units with contract rent below
the maximum amount affordable for households in the lowest quintile of the
income distribution, fell from 26.7 percent in 2011 to 17.1 percent in 2021
after adjusting for inflation. This is equivalent to the loss of 3.9 million
affordable units in the last decade (Joint Center for Housing Studies 2023).

Increasing the Supply of Affordable Housing: | 149
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Figure 4-6. U.S. Housing Production, 1963-2022

Housing starts per 1,000 people
40

36
32
28
24

1963 1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011 2015 2019

Single-family Al housing types
Council of Economic Advisers

Sources: Census Bureau; CEA cakculations.

Mote: The quarterly data are smoathed using a 3-year moving average. Gray bars indicate recessions,
2024 Ecanamic Report of the President

Figure 4-7. Share of New Single-Family Homes under 1,400 Square
Feet,
1973-2022
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Note: The data shows the share of completed new single family homes that are under 1400 square feet. Gray bars
indicate recessions.
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Causes of Housing Supply Shortages

The incentives of several key stakeholders inform economic models of hous-
ing markets that predict a constrained housing supply. First, homeowners
tvpically seck to maximize their home’s value. Second, local governments

150 | Increasing the Supply of Affordable Housing:
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have an incentive to raise public funds to maximize the welfare of their
constituents—among other things—which is generally linked to land
value through property taxation. Third, developers and landowners seek to
maximize their profit from economic development of residential and com-
mercial real estate. These meentives jointly determine land value within a
community through zoning and land-use regulations, which generally enrich
mgsiders (i.c., existing property owners) at the expense of outsiders (ic.,
renters and would-be property owners) (Fischel 2001).

Economic models make several predictions about how stakeholder
incentives influence changes to land-use regulations, the housing supply,
and housing prices (Ortalo-Magne and Prat 2014; Hilber and Robert-Nicoud
2013; Glaeser, Gvourko, and Saks 2003). Locations with more homeowners
than renters have stricter housing supply regulations than their counterparts,
and the regulations tighten as homeowners’ political influence grows (Fang,
Stewart, and Tvndall 2023). Regulations reduce the price elasticity of the
housing supply; in other words, the supply of housing is less responsive to
market prices in markets with more regulation.

Research consistently finds that increasingly stringent zoning restric-
tions lead to lower housing construction and a lower price elasticity of the
housing supply, while decreasingly stringent zoning restrictions lead to
higher housing construction costs and a higher price elasticity of the housing
supply (Baum-Snow 2023; Gyourko and Molloy 2015; Stacy et al. 2023;
Landis and Reina 2021). The relationship between zoning restrictiveness
and housing prices is more nuanced: tighter zoning restrictions lead to more
expensive housing, often by requiring new homes to be larger and occupy
larger lots (Gyourko and McCulloch 2023). More relaxed zoning restrictions
lead to a lngher supply of smaller, lower-cost housing, and, in at least some
instances, can lead to lower prices and rents or slower growth in rents among
existing housing (Crump et al. 2020; Been, Ellen, and O’Regan 2023;
Baum-Snow 2023; Greenaway-McGrevy 2023).

Broadly, local decision-making processes lead to at least two cascad-
ing housing market failures. The first is of negative externalities, which
predict too much land-use regulation relative to the social optimum because
homeowners, developers, and local governments do not account for the
welfare cost of these regulations for individuals in neighboring communi-
ties or would-be residents. The excessive regulations lead to an incomplete
housing market, where the private sector does not create enough supply to
meet demand. Corrective policy at the State or Federal level can help bridge
the gap between housing supply and demand.

Increasing the Supply of Affordable Housing: | 151
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Figure 4-8. Housing Prices and Construction Costs, 1980-2022
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The Wedge Between Price and Construction Cost: Land Value

The causes and consequences of housing supply shortages in the United
States can be understood within the context of the housing market’s pric-
ing efficiency, or the relationship between price and cost. As shown in
figure 4-8, physical construction costs have quadrupled since the 1980s,
accelerated by an increase in labor and material costs (Khater, Keifer, and
Yanamandra 2021; CBRE 2022), while construction sector productivity
has fallen (Goolsbee and Syverson 2023). Also seen in figure 4-8, housing
prices have increased more quickly than construction costs. Between 1980
and the early 2020s, housing prices grew by over sixfold, or about 50 percent
more than the fourfold increase in construction costs. Economists attribute
the growing gap between housing prices and physical construction costs in
the U.S. housing market to land prices, which largely reflect the impact of
restrictive land-use regulations (Gyourko and Molloy 2015).

Zoning and Land-Use Regulations: Effects on the Housing Supply

Exclusionary zoning policies are a subset of local land-use regulations that
can constrain the housing supply and thus decrease affordability. Examples
include prohibitions on multifamily homes, height limits, minimum lot
sizes, square footage minimums, and parking requirements—each of which
functions to constrain housing and population density. Researchers estimate
that loosening land-use restrictions would lead to a small but significant

152 | Increasing the Supply of Affordable Housing:
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increase in the metropolitan housing supply over the next decade (Stacy et

Some zoning laws date back to the late 1800s, when city planners were
concerned about fire hazards, access to light and outdoor air, or proxim-
ity to industry (Fischel 2004). While some zoning laws were intended to
improve the quality of life for poor and vulnerable families, others were
designed to discriminate against minority groups and raise property prices
in suburban and urban neighborhoods (Rigsby 2016; Mangin 2014). Some
of the first zoning laws appeared in about 1917, when the Supreme Court
banned explicit race-based segregation in zoning ordinances in Buchanan v.
Warley (Rothstein 2017). Scholars have shown that certain zoning practices
enabled cities to continue race-based segregation (Gray 2022; Kahlenberg
2023). Box 4-1 provides additional detail on the history of zoning laws and
their effects on racial and ethnic minoritics.

Single-family zoning is imposed on most residentially zoned land
across the country and constitutes 70 percent of all U.S. residential zoning
(Frank 2021). Minimum lot size requirements force developers to build
homes on larger lots than the market would otherwise provide (Gyourko,
Hartley, and Krimmel 2019; Furth and Gray 2019). For example, 81 per-
cent of Connecticut land requires a minimum of 1 acre lots (Bronin 2023).
Research finds that doubling minimum lot sizes increases sale prices by
14 percent and rents by 6 percent, while intensifying residential segrega-
tion (Song 2021). Recent zoning changes allowing multifamily housing
in Boston and Minneapolis—Saint Paul has led to increased housing sup-
ply, desegregation, and increased shares of Black and Hispanic residents
{Resseger 2022; Furth and Webster 2022).

Another important land-use regulation concerns minimum parking
requirements, which dictate a minimum number of off-street spaces per
housing unit or business. However, studies have shown the requirements
often exceed what is needed to meet demand, leading to large shares of
land devoted to parking lots. For example, 30 percent of downtown Detroit
is dedicated to parking, compared with 12 percent in Los Angeles and 4
percent in Chicago (Sorens 2023; Chester et al. 2015; Kaufmann 2023).
Parking requirements impose space requirements beyond lot sizes, reducing
the housing supply and increasing the cost of housing (WGI 2021). Research
has found that parking requirements in Los Angeles reduce the number of
units in apartment buildings by 13 percent (Shoup 2014). A Seattle reform
that reduced parking requirements was found to be associated with develop-
ers building 40 percent less parking than would have been required before
the reform, resulting in 18,000 fewer parking spaces and saving an estimated
$537 million in construction costs, ultimately leading to lower-priced hous-
ing (Gabbe, Pierce, and Clowers 2020).
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Box 4-1. A Brief History of Exclusionary
Zoning Laws in the United States

Some of the earliest zoning ordinances were enacted in the mid to late
1800s to isolate nuisance land use, such as by slaughterhouses, from
residential areas. Under the guise of further resident protection, how-
ever. other ordinances were implemented that isolated racial and ethnic
minorities. For example, the historic “Chinese laundry” regulations
allowed many white proprietors to be licensed while excluding Chinese
business owners (Howells 2022).

In 1910, Baltimore enacted one of the first zoning laws that
explicitly segregated neighborhoods by suggesting that the ordinances
protected the public. The Supreme Court’s 1917 Buchanan v. Warley
decision struck down explicitly racist zoning laws (Howells 2022).

In the wake of Buchanan v. Warley, communities began implicitly
segregating by race with new forms of zoning. Single-family zoning in
Berkeley, California. in early 1910s attempted to prohibit “Negroes and
Asiatics™ from living in certain areas, and the strategy began to spread
across the country (Barber 2019). Single-family zoning also prohibited
apartment buildings and other types of affordable housing. leading to
increased class segregation (Gray 2022). Saint Louis introduced zoning
designed to preserve homes in areas unaffordable to most Black families
in 1919, and the city often changed areas’ zoning designations from resi-
dential to industrial once numerous Black families moved in (Rothstein
2014). Similarly, Seattle’s 1923 zoning laws changed many areas with a
large number of Black or Chinese American families from residential to
commercial (Twinam 2018). The Supreme Court upheld various zoning
restrictions, including against multifamily housing, in Euclid v. Ambler
(Supreme Court 1926). furthering class-based discrimination. The new
zoning rules restricted new housing levels and made prices unaffordable
for low income and most nonwhite households (CEA 2021).

In the 1920s, the Secretary of Commerce, Herbert Hoover, pub-
lished “A Zoning Primer,” which encouraged States to allow municipali-
ties to adopt exclusionary zoning (Gries 1922). The 1923 Standard State
Zoning Enabling Act provided model legislation that States could pass
to give municipalities zoning power; eventually, all States gave munici-
palities the right to determine local zoning regulations (Flint 2022).
The number of cities with zoning rules increased by 1,246 additional
municipalities between 1916 and 1936 (Fischel 2004).

The 1970s saw a second wave of zoning in response to (1) the
1968 Fair Housing Act, which attempted to clamp down on discrimina-
tion by race and other factors. as communities responded by increasing
economically discriminatory zoning; and (2) the growing importance
of real estate within household financial portfolios. By the 2000s, more
than 30,000 local governments in the United States had their own zoning
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rules (Kahlenberg 2023). In recent decades, America’s neighborhoods
have continued to be segregated by race and income (Loh, Coes. and
Buthe 2020).

One analysis found that 40 percent of Manhattan buildings could not
be built today because they do not conform to zoning codes (Bui, Chaban,
and White 2016). Dense city centers would be almost impossible to build
with modern minimum parking requirements, and many new developments
arc only approved after receiving special permits or variances to circumvent
zoning rules (Bui, Chaban, and White 2016; Gray 2022). Other factors
restricting the housing supply include mandatory public hearings, fees
and exactions, environmental review, design standards, lot configuration
requirements, building size regulations, rising insurance costs, and occu-
pancy rules (Bronin 2023). Each regulation restricts what developers can
build, increases time-to-construction and structure costs, and leads many
would-be housing projects to be financially infeasible.

Additional Constraints

New multifamily housing development, whether for renter- or owner-
occupied units, is a complex, long-run capital investment process that is
highly sensitive to the macrocconomic environment. The projects involve
various development costs, including (1) physical construction (“hard™)
costs, (2) project design and development (“soft”™) costs, and (3) land costs.
Developers draw project financing from a combination of debt and equity
that require different rates of return from completed projects, imposing
minimum profitability thresholds and tying private development to interest
rate fluctuations. At the same time, most revenue for multifamily rental
development comes from rent charged to tenants, which is related to local
land-use regulations. Box 4-2 describes the calculus behind financing
housing development projects—this calculus is sometimes referred to as
“penciling the deal.”

Demographic shifts in the American population affect both housing
supply and demand. For example, a sharp increase in life expectancy during
the last century—combined with the aging of the baby boom generation—
has increased the demand for housing among older Americans (Berkeley
Economic Review 2019). In addition. to the extent that homeowners choose
not to move as thev age, this will tend to reduce the rate of repeat sales for
the current stock of homes, reducing the supply of available homes. Changes
in fertility and international immigration have also affected housing demand.
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Box 4-2. Penciling the Deal: The Math Behind
Developing Rental Housing with LIHTC

New multifamily development projects are characterized by large
upfront costs and long-run investment returns. Most of the revenue
generated by housing developments comes from rent charged to tenants,
as determined by local market conditions. The Low-Income Housing
Tax Credit (LIHTC) enables developers to meet these upfront costs and
charge less rent, making units affordable for 30 years after construction.

Developers balance future revenue streams against develop-
ment and financing costs to determine whether a property is worth
constructing; in other words, whether the deal “pencils out” (Garcia
2019). Development costs can be grouped into three categories: (1)
hard physical construction costs. including labor and materials; (2) soft
costs (e.g., fees. financing, consulting, taxes, title, and insurance); and
(3) land acquisition costs, including those associated with closing (e.g..
environmental studies and resolving zoning issues). While local market
conditions vary across the United States. land costs generally comprise
10-20 percent of total costs. soft costs comprise 20-30 percent, and
hard costs comprise 60-70 percent. Local land-use regulations. such as
zoning restrictions, parking requirements, and density restrictions, can
all increase development costs (Urban Institute 2016; Hoyt and Schuetz
2020).

To finance projects. developers obtain funding from debt and
equity. Debt typically comprises most of the funding, with loan-to-cost
ratios of 50 to 75 percent (Urban Institute 2016; Garcia 2019; RCN
Capital n.d.). Historically. interest rates have fluctuated between 4 and
8 percent. Equity, mostly from private investors, fills the gap between
debt and project costs. Housing development equity is a relatively risky
investment class due to the time required for projects to generate rev-
enue. At a high level. equity investors compare the return on cost—the
ratio of the project’s first year net operating income to its costs—with
local capitalization rates. Local capitalization rates capture the aver-
age rates of return on alternative housing projects and typically range
between 3 and 6 percent. According to one analysis, differences of 1
to 1.5 percent between the return on cost and capitalization rates would
incentivize private investment (Garcia 2019; JPMorgan Chase 2022).

For example, on a $20 million project, the building could be
financed with $13 million in loans—which require $780,000 in debt
service payments, assuming a 6 percent interest rate—and $7 million
in private equity. which require $455.000 in returns to be attractive
based on typical market capitalization rates. Assuming a per-unit rent
that equals the nationwide median, the structure can have. at most. 136
units; this structure could generate a 6.5 percent capilalization rate in
10 years. These units would be affordable for a tenant who earns the
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median income in 2022 ($74.755). but they would be unaffordable for
low-income households. For example. households in the bottom 20th
percentile of the income distribution can spend, at most, $765 in monthly
rent in order to not be considered cost-burdened. about half the nation-
wide median monthly rent ($1.300). Developers can privately choose to
designate some units as affordable by charging below-market-rate rent,
but to maintain profitability. they must raise rent on the remaining units.

Affordable housing can reduce the net operating income of a hous-
ing development project and threaten its viability. The LIHTC offers an
incentive to construct affordable housing by providing tax credit equity
in exchange for affordable unit construction. Among other requirements,
projects must meet one of three income tests to be eligible:

A At least 20 percent of the units are occupied by tenants with
an income of 50 percent or less of area median income (AMI),
adjusted for family size.

B. At least 40 percent of the units are occupied by tenants with an
income of 60 percent or less of AMI, adjusted for family size.

C. At least 40 percent of the units are occupied by tenants with
income averaging no more than 60 percent of AMI, and no units
are occupied by tenants with income greater than 80 percent of
AMI, adjusted for family size.

The LIHTC provides a 10-year stream of annual credits based on

a housing project’s construction costs equal to either 30 or 70 percent
of the present value of the qualified basis. depending on whether the
project was approved for the competitive or noncompetitive allocation
(Tax Policy Center n.d.). The LIHTC is one of the few tax programs
that allows for credits to be bought and sold on a secondary market.
In particular, developers can sell their tax credits to investors who are
better able to take advantage of the LIHTC and other project-related
tax benefits to reduce their tax liability. Credits are typically sold by
developers at a discount, which fluctuated between $0.85 and $0.90 on
the $1 as 0of 2021, to reflect the time-value of money (Kimura 2022). The
tax equity investors typically take a passive role, receiving the benefits
but not participating in day-to-day decision-making.

In the case of the $20 million building, if 20 percent of the units are
set aside for low-income tenants, as specified by income test A above,
and the LIHTC credits were awarded competitively, the LIHTC program
can provide $1.4 million in equity. assuming that investors are willing to
purchase credits at a discount of $0.85 on $1. With this tax equity, only
$5.6 million in private equity is needed. which will require 7 percent
fewer returns from rent to cover financing costs.

Figure 4-i compares the per-unit rent in the affordable and remain-
ing units with and without the LIHTC and under two scenarios: (1)
20 percent of units affordable at 50 percent of the nationwide median
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Figure 4-i. Rent Comparisons Under Different Funding Scenarios
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income; and (2) 40 percent of units affordable at 60 percent of the
nationwide median. As shown, the LIHTC program allows developers
to allocate units to low-income renters without cross-subsidizing via
increased rent on the remaining units. If developers instead choose
to fund affordable units privately, for example, in order to satisfy an
inclusionary zoning requirement, the building’s remaining units would
need to be rented at above the market rate. as characterized in figure
4-i, based on the nationwide median rent for illustrative purposes, for
the developer to break even on costs. This funding scenario. however,
introduces additional risk as the developer would have no guarantee of
demand for the above-market-rate units.

Researchers estimate that the combined effect of changes in life expectancy,
international immigration, urbanization, and fertility can account for 41 per-
cent of the observed housing price increase from 1970 to 2010 and forecast
an additional increase of 5 to 19 percent in housing prices through 2050
(Gong and Yao 2022). Likewise, research finds that a 1-percentage-point
increase in the current birthrate would increase housing prices bv 4 to 5
percent in 25 to 30 years (Francke and Korevaar 2022). Moreover, foreign-
born houschold heads are projected to be the primary source of new housing

demand by 2040 (Nguyen 2015).
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Housing Supply Shortages: Consequences for Welfare,
Economic Mobility, and Aggregate Output

Even in functional housing markets, income variation across houscholds
implies that low-income houscholds face higher housing cost burdens than
those with a higher income. When land-use restrictions drive supply con-
straints, growing housing demand in cities and neighborhoods leads to more
expensive housing, rather than new housing development (Baum-Snow
2023). The resulting housing shortages manifest as lower vacancy rates and
higher prices and rents relative to wage growth. As the gap widens between
market prices and production costs, more houscholds experience housing
insecurity, which negatively affects individual welfare and economic mobil-
ity (Been et al. 2011; Taylor 2018).

Neighborhood Choice, Individual Welfare, and Economic Mobility

Prices affect not only the type of housing in which individuals choose to
live, but also where they live. The latter decision is tied to a bundle of local
amenities, including access to jobs and transportation, schools, exposure
to crime, environmental quality, health care access, and social networks.
Importantly, neighborhood choice shapes children’s long-run educational
and economic outcomes, and neighborhood environment affects adult health
and well-being (Chetty and Hendren 2018; Chyn and Katz 2021).

Property taxes tvpically fund public schools; the greater the tax base
per capita, the more funds are available for education. Children from high-
income households tend to live in expensive neighborhoods and, therefore,
have access to higher quality schools. Housing near high-scoring public
schools costs on average 2.4 times more, or nearly $11,000 more per year,
than housing near low-scoring schools (Rothwell 2012). Few affordable
housing options exist near high-quality schools (DiSalvo and Yu 2023),
which reduces the number of low-income, as well as Black and Hispanic,
students attending them, and exacerbates intergenerational inequality
(Ihlanfeldt 2019). Black and Hispanic students attending more segregated
schools are less likely to graduate from high school and attend college than
their peers attending less segregated schools, and they are less likely to work
and more likely to have low earnings as adults (Gould Ellen, De la Roca,
and Steil 2015).

Economic models. such as that developed by Tiebout (1956), suggest
that beyond valuing neighborhoods for their schools, houscholds “vote with
their feet” and choose neighborhoods that best match their preferences.
However, because housing markets are incomplete and affordable houses
are often not available in neighborhoods with high-quality amenitics,
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rising housing prices push low-income houscholds toward arcas with few
amenities.

Housing supply constraints can affect demographic shifts in the
American population. For instance, voung adults primarily demand entry-
level and lower-priced housing. As a result, shortages in the entry-level
market sector are felt most by young adults. Research has shown houschold
formation rates decreased in recent years as a result of increased housing
prices: a 1 percent increase in housing prices decreases housechold forma-
tion by almost 5 percent for voung adults (Kiefer, Atreva, and Yanamandra
2018). Consistent with this finding. homeownership rates have been declin-
ing over time for young adults (Goodman, Choi, and Zhu 2023).

Wealth Accumulation

Homeownership has long been a common path to wealth accumulation
in the United States, with returns being especially high for those who can
afford expensive homes (Wolff 2022). As a result, housing supply restric-
tions have implications for wealth accumulation (La Cava 2016). Figure 4-9
reports homeownership rates and median net family worth by income, age,
race and ethnicity, and geography. Generally, patterns in homeownership
rates according to these characteristics are correlated with wealth patterns.
Higher-income, older, and white non-Hispanic houscholds are more likely
to own their homes and have accumulated more wealth than other groups.
Intergenerational wealth transfers interact with homeownership. For
example, individuals are about 8 percentage points more likely to become

Figure 4-9. Homeownership Rate and Median Net Family Worth, 2022
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homeowners if their parents are homeowners rather than nonhomeowners
(Choi. Zhu. and Goodman 2018). Because housing is the main source of
wealth for most households, disparities in homeownership rates and valua-
tions across groups are likely to lead to differences in wealth accumulation
(figure 4-9). In particular, generations of discrimination in the housing
market have created a substantial racial wealth gap in America; one paper
estimates that, on average, Black Americans had 17 cents for every $1 in
wealth white Americans had in 2019 (Derenoncourt et al. 2023). Many
researchers show that these trends are likely to be perpetuated into the future
(Derenoncourt et al. 2023 Aaronson, Hartlev, and Mazumder 2023). Black
and Hispanic homecowners also face an assessment bias in the value of their
homes, creating further houschold wealth disparities by race and ethnicity
(Avenancio-Leon and Howard 2022).

Income Shocks, Housing Instability, and Homelessness

Homeownership and home values affect houscholds’™ ability to withstand
income shocks. Black and Hispanic houscholds were disproportionately
affected by the foreclosure crisis after the global financial crisis and the
financial hardship related to the COVID-19 pandemic (Reid et al. 2016;
Bayer et al. 2016; Gerardi et al. 2021; Cornelissen and Pack 2023; Hermann
et al. 2023). Foreclosures cause sustained housing instability and make
future homeownership difficult, in addition to inflicting other forms of
financial distress (Diamond, Guren, and Tan 2020).

While homeowners benefit from rising housing costs in their own
neighborhood. the 35 percent of houscholds who rent their home do not
(Ruggles et al. 2023), and low-income residents who do not own their home
face the threat of eviction. Eviction orders, which are increasingly likely
after earnings declines and employment losses, increase homelessness and
further reduce future earnings, durable consumption, and credit access
(Collinson et al. 2023). Children are at the greatest risk for eviction, and
extensive rescarch suggests they are substantially and lastingly harmed by
housing instability (Graetz et al. 2023). Finally, housing stability, quality,
safety, and affordability are all associated with improved health outcomes
(Taylor 2018).

Evidence suggests that regional variation in housing costs and avail-
ability explains regional variation in homelessness (Aldern and Colburn
2022). Counter to intuition, poverty rates are lower in places with higher
rates of homelessness (Aldern and Colburn 2022). Homelessness is strongly
correlated with median rent at the city or county level: one study shows
that a $100 increase in median rent is associated with a 15 percent rise in
homelessness in metropolitan areas (Byme et al. 2016). Moreover, evidence
suggests that higher homelessness rates are not associated with higher
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Figure 4-10. Components of Year-on-Year Headline CPI Inflation, 2013-23
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incidence of mental health issues, substance abuse, or generosity of the local
safetv net (Aldern and Colburn 2022). A statewide California study finds
that 75 percent of homeless residents remain in the county where they last
had housing (Benioff Homelessness and Housing Initiative 2023).

Implications for Inflation and Aggregate Growth

A constricted housing supply across regions creates migration frictions that
can lead to a geographic labor misallocation (Ganong and Shoag 2017).
All else being equal. workers should migrate from low to high productiv-
ity cities until productivity, and therefore wages, equalizes across cities.
If high-productivity cities also have a constrained housing supply, fewer
workers can respond to productivity and wage incentives. Recent evidence
suggests that many workers might not move to places with higher wages
because higher housing costs completely offset any increase in wages (Card,
Rothstein, and Y1 2023).

Housing supply restrictions also exacerbate inflation. When measured
by the Consumer Price Index (CPI), inflation reflects changes over time in
the price paid for a market basket of consumer goods and services, includ-
ing food, energy, and housing. Housing expenses—the single largest basket
component—have accounted for at least 25 percent of the CPI basket since
1993. Figure 4-10 depicts a decade of inflation trends, including a decom-
position of the market basket’s core components. As the level of housing
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prices has increased. the contribution of housing to CPI has increased simul-
tancously (CEA 2023a). High housing inflation partially reflects a shift in
housing demand—for example, increased working from home—paired with
an already-constrained housing supply (Mischke et al. 2023). Housing infla-
tion has steadily declined since the spring 2023 peak, and as a result, annual
inflation declined to 3.4 percent at the end of 2023.

Federal Policy’s Role

The three prominent frictions related to long-run housing supply shortages
and affordability issues are (1) locally determined land-use regulations,
which lead to exclusionary zoning: (2) financing and other construction
costs that increase the cost of producing housing; and (3) the spatial mis-
match of workers and jobs, which reduces aggregate output. These three
costs motivate multiple Federal policy solutions.

Although much of housing supply policv is local, the Federal
Government can affect national priorities through various mechanisms. For
example, the government can help address long-standing implicit and explicit
discriminatory zoning practices. To this end, the Federal Government can
align its agency resources and policy prioritics to promote zoning reforms
that reduce barriers that limit what can be built. Likewise, the Federal purse
can be used to advance existing agency priorities and launch new initiatives
to alleviate housing supply constraints, increase the production of affordable
units, and address the Nation’s growing affordability challenges.

A central goal of the Biden-Harris Administration is an economy in
which every American has access to a safe and affordable home. On one
hand, demand-side policies. including direct subsidies to cost-burdened
houscholds, can help address acute affordability issues. Box 4-3 describes
several important examples. On the other hand, supply-side policies that
directly boost housing construction are an integral part of the solution.

Zoning Reforms: Expanding the Housing Supply and Increasing
Affordability

Local zoning and land-use restrictions are a long-standing, fundamental
hurdle for increasing the housing supply. Under these restrictions, housing
supply shortages have become increasingly salient, with a growing share of
houschold budgets dedicated to housing. Reducing barriers to the housing
supply can lead to several benefits: increased housing production, economic
growth, job creation, reduced class and racial segregation, and increased cli-
mate resiliency through reduced sprawl and commuting times. Fortunately,
momentum is building for zoning reforms, and numerous policy changes
have been enacted at the State and local levels. Examples, detailed in box
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Box 4-3. Assistance for Housing Demand

Even in a functioning housing market with abundant supply. many low-
income families still struggle to afford housing. Federal policies can
help families close the gap between housing expenditures and personal
financial resources. The Federal Government can provide financial
assistance to individuals directly and also enact policies to decrease the
price of housing.

The Federal Government uses several assistance programs to help
low-income families access affordable housing, including Project-Based
Rental Assistance, Public Housing. and housing vouchers. The Section
8 Housing Choice Voucher Program, administered by HUD in partner-
ship with local public housing agencies, is one of the largest Federal
housing programs (Center on Budget and Policy Priorities 2017). The
program generally caps families’ housing costs at 30 percent of their
income, helping 2.3 million low-income households annually. while
also reducing evictions and homelessness (HUD 2023d. 2023i). Almost
three-quarters of families receiving housing vouchers have children
(Center on Budget and Policy Priorities 2017). Households using vouch-
ers were once young relative to the general population but have steadily
become older (Reina and Aiken 2022). Many voucher households live in
high-poverty and low-opportunity areas, where vouchers are more often
accepted; however, only about one in four voucher-eligible households
actually receive and use a voucher, due to the lack of program funding
(Gould Ellen 2018). When families use vouchers to move to low poverty
neighborhoods. children’s long-run outcomes improve in the form of
higher college attendance rates and adult earnings (Chetty. Hendren,
and Katz 2016).

Recognizing that funding limitations constrain the number of
households able to receive rental assistance, President Biden’s Fiscal
Year 2024 Budget proposed expanding rental assistance to well over
200.000 additional households through $2.4 billion in additional funding
for the voucher program. as well as $22 billion in mandatory funding to
provide guaranteed housing to extremely low income veterans and youth
transitioning out of foster care (White House 2023¢c; HUD 2024b).

Federal financial assistance to families in the form of cash, tax
credits. and in-kind benefits like the Supplemental Nutrition Assistance
Program (known as SNAP) can help alleviate some of the financial
burden of housing. For instance, the temporarily expanded 2021 Child
Tax Credit (CTC) helped families maintain stable housing by alleviat-
ing other financial burdens (CEA 2023b; Pilkauskas, Michelmore, and
Kovski 2023).

The Rural Housing Service of the U.S. Department of Agriculture
(USDA) offers direct and guaranteed loans to help low-income rural
residents buy and maintain housing. In 2022, USDA’s Single Family
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Housing Direct Loan Program obligated $1.3 billion to underwrite
and service mortgages for low-income families that often face credit
constraints. Additionally, USDA obligated $13.1 billion in mortgage
loan guarantees to help provide moderate- to low-income rural residents
an opportunity to realize the dream of homeownership (USDA 2024).
In a housing market with sufficient supply, demand-side assistance
can be very effective. However, in a housing market with a constrained
supply. these policies may lead to increased rent prices for some rental
units, possibly directing some of the benefits to landlords and property
owners rather than renters (Diamond. McQuade, and Qian 2018).

4-4, include initiatives allowing construction of multifamily housing in areas
previously zoned for single-family homes, expanding homeowners right to
construct and rent out accessory dwelling units, and abolishing minimum
parking requirements (Greene and Gonzalez-Hermoso 2019; Parking
Reform Network n.d.). Federal policy could build on these successes to help
cities and States continue their reforms.

Federal dollars can create incentives for State and local policymak-
ers to meet housing policy goals. For instance, the Pathways to Removing
Obstacles to Housing (PRO Housing) program sponsored by the Department
of Housing and Urban Development (HUD) will award $85 million in com-
petitive grants to communities with plans to remove barriers to affordable
housing and production in 2024 (HUD 2023b). In addition, President Biden
has called for $20 billion to create a first-of-its-kind fund that will award
planning and housing capital grants to State and local jurisdictions to expand
the housing supply and lower housing costs for lower- and middle-income
houscholds (as described in the forthcoming Fiscal Year 2025 Budget, per
the U.S. Department of the Treasury). Further, HUD’s 2023 publication
Policy ¢ Practice collects and disseminates evidence-based insights drawn
from State and local housing policy initiatives. HUD also recently announced
$4 million in grant funding to support research studying zoning and land-use
reforms, and a $350,000 award through the Research Partnerships program
to support the development of the “National Zoning Atlas™ to “close data
gaps that limit our understanding of the relationship between zoning and
segregation, affordability, and other outcomes of interest”™ (HUD 2023,
2023g). HUD has further reinforced the 1968 Fair Housing Act’s goal of
“Affirmatively Furthering Fair Housing™ with a rule that would require
recipients of HUD funding to work to overcome patterns of segregation, pro-
mote fair housing choice, eliminate disparities in opportunities, and foster
inclusive communities free from discrimination (HUD 2023a).
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Box 4-4. State and Local Zoning: Recent Steps

Zoning is one of the most significant regulatory powers of local govern-
ment, and research shows reform can unlock economic growth and
opportunity (Flint 2022). Zoning reforms that are likely to increase
housing supply include allowing more multifamily housing to be built
(especially near public transportation hubs), legalizing accessory dwell-
ing units (ADUs). and eliminating minimum parking requirements,
minimum lot sizes. minimum square feet requirements, and density
restrictions. None of these reforms prevent new single-family home
construction; rather, the changes prevent municipalities from requiring
only single-family homes.

Some steps taken in recent years include:

= Buffalo became the first major U.S. city to abolish minimum
parking requirements in 2017 (Poon 2017). Recently. more
cities have followed suit, including Anchorage. San Jose, and
Gainesville. Other cities. such as San Diego. made incremental
steps in the same direction by eliminating parking requirements
near public transit (Wamsley 2024; Khouri 2022).

* Minneapolis banned single-family exclusive zoning in 2018,
and Charlotte enacted a similar policy in 2021 (Grabar 2018;
Brasuell 2021). At the State level. Oregon, California, and
Washington enacted such policies in 2018, 2021, and 2023,
respectively (Garcia et al. 2022; Gutman 2023).

= California has enacted multiple policies intended to grow
housing supply in recent years. The State has legalized ADUs
statewide, allowed duplexes and lot splits in single-family
zones, and allowed mixed-income, multifamily housing in all
residential areas (Skelton 2021; Gray 2022). At the same time.
California has eliminated minimum parking requirements at
transit stations statewide (Khouri 2022). California has also
set up a Regional Housing Needs Allocation process, whereby
local jurisdictions must produce housing and land use plans to
comply with State housing targets (California Department of
Housing and Community Development 2023).

= Connecticut has enacted significant policy changes, requiring its
cities and towns to “affirmatively further fair housing™ in their
zoning, promote diverse housing options, legalize ADUs. and
cap minimum parking requirements (Flint 2022).

» Montana enacted several changes in 2023 aimed at making
housing more affordable and reducing sprawl into rural and
agricultural areas (State of Montana Governor’s Office 2023).
These pro-housing changes include allowing duplexes, ADUs,
and apartment-style housing. while also speeding up permitting
approvals (Dietrich 2023).
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+ In 2022, Maine passed legislation to allow ADUs and duplexes
in residential zones, and legalized quadplexes in “designated
growth areas”™ (SMPDC 2023).

« In Massachusetts. a program known as MBTA Communities,
signed in 2021, requires cities and towns to allow multifamily
housing near transit stations. with a minimum density of 15
units per acre (Commonwealth of Massachusetts 2023). Fairfax
County, Virginia, is taking similar steps. such as easing height
and density restrictions near transit stations (Merchant 2016).

* Vermont legalized duplexes in all residential neighborhoods. as
well as triplexes and quadruplexes in all areas served by munici-
pal sewer and water infrastructure in 2023 (Brasuell 2023).

In addition to HUD's efforts, the U.S. Department of Transportation
(DOT) manages several large grant programs that improve transportation
connections, including connections to affordable housing and funding
for land-use reform. For example, the Reconnecting Communities and
Neighborhoods Program offers grant funding for capital construction, com-
munity planning, and regional partnerships that prioritize disadvantaged
communities, improve access to daily needs, foster equitable development,
and reconnect communities (DOT 2023). The Areas of Persistent Poverty
Program awards competitive grants to finance projects including those that
improve transit facilities, technologies, and transit service in areas of per-
sistent poverty or in historically disadvantaged communities (FTA 2023).
In addition, the Economic Development Administration has updated its
guidance to emphasize efficient land use as part of the agency’s grantmaking
authority (White House 2023a). Many of these efforts are connected with the
Administration’s Housing Supply Action Plan, which provides incentives
for local zoning reforms by tying these reforms to Federal grant process
scoring (White House 2022). Together, these policies prioritize and direct
Federal spending toward increasing the housing supply and affordability,
especially in locations close to public transportation.

Reducing Supply Constraints with Federal Taxes and Other Subsidies

Addressing home affordability requires both short-term and long-term
solutions. To unlock supply and increase access in the short run, the Biden-
Harris Administration has called for a series of new policies designed to
lower costs for homeowners and homebuyers. This includes a temporary
mortgage payment relief tax credit for first-time homebuyers, which can
increase access to homeownership during this period of historically high
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mortgage interest rates (as described in the forthcoming Fiscal Year 2025
Budget, per the U.S. Department of the Treasury). It includes down payment
assistance to first-generation homebuyers, which can increase access for
families that have not benefited from the generational wealth accumulation
associated with homeownership (HUD 2024a). Further, it includes a tempo-
rary tax credit targeting low- and middle-income homeowners who sell their
starter homes, which can unlock inventory in the starter-home market that is
currently facing an acute supply shortage (as described in the forthcoming
Fiscal Year 2025 Budget, per the U.S. Department of the Treasury). Finally,
to reduce the value gap between rehabilitation costs and postconstruc-
tion home values for single-family homes in distressed neighborhoods, it
2023d). These funds can increase the likelihood that homes are rehabilitated
before sale, making it easier to attract homebuyers and boosting revitaliza-
tion efforts in these neighborhoods.

To address supply issues in the long run requires making progress on
both cost and access. However, these policies take time to show progress.
President Biden has called for a new Project-Based Rental Assistance
Program to fund long-term contracts with private owners to rent new afford-
able units to America’s neediest families (White House 2023¢). The Federal
Government has also directly reduced the cost of building affordable hous-
ing by subsidizing construction expenses through the tax code.

The largest construction subsidy, the LIHTC, has funded one in five
of all new multifamily units since 1987 and has created more than 3.5 mil-
lion affordable rental units (HUD 2023¢). The LIHTC awards developers a
stream of Federal tax credits over a 10-year period after a project is placed
in service. In exchange, developers must designate a subset of units as rent
restricted for low-income households. Box 4-2 provides additional details on
the LIHTC, including how it helps close the gap between profitability and
the investment returns required for investors to fund the project.

Figure 4-11 shows the financial characteristics of LIHTC unit tenants
in 2021. LIHTC provides housing for houscholds with very low incomes:
24 percent had an annual income below $10,000, and 56 percent had an
income below $20,000. The program benefits a diverse group of households:
roughly one-quarter are white, another quarter are Black, and one-tenth self-
identify as Hispanic/Latino. The statistics suggest that the LIHTC program
effectively targets vulnerable families.® Still, nearly 40 percent of tenants
spend more than 30 percent of their income on rent (HUD 2021).

* While HUD collects demographic information describing households residing in each LIHTC
property, these data are incomplete because a universal list of buildings placed in service that
received LIHTC is not publicly available. Improving the collection of these data would permit HUD
to more completely portray the scope of the LIHTC portfolio and its residents.

168 | Increasing the Supply of Affordable Housing:
Fconomic Insights and Federal Policy Solutions



133

Figure 4-11. Financial Characteristics of LIHTC Unit Tenants, 2021
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LIHTC-funded developments make an impact on both families and
neighborhoods, according to multiple studies of the program’s benefits
(Baum-Snow and Marion 2009; Eriksen and Rosenthal 2010). Evidence
from Chicago demonstrates that LIHTC-assisted developments have posi-
tive spillover effects on local property values (Voith et al. 2022). Home
price appreciation contributes to wealth accumulation for neighborhood
residents and increases funding for public services, but it can also make
localities inaccessible for financially disadvantaged families. At the same
time, LIHTC-assisted developments are associated with reductions in
violent crime through neighborhood revitalization (Freedman and Owens
2011). One study estimates that the program’s aggregate welfare benefits
in low-income arcas are $116 million via property value appreciation,
declines in crime, and the inflow of racially diverse individuals (Diamond
and McQuade 2019). Further, access to affordable housing via LIHTC units
gives families and their children the stability required for regular health care
access and is associated with decreased rates of child abuse and neglect
(Gensheimer et al. 2022; Shanahan et al. 2022).

However, there is also evidence that new LIHTC projects may increase
owner turnover rates and crowd out private rental construction (Baum-Snow
and Marion 2009; Eriksen and Rosenthal 2010). Still, the Administration
believes the program can help improve housing affordability and supply,
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and President Biden’s Fiscal Year 2025 Budget calls for roughly $30 billion
to expand and enhance the program. The President’s 2022 Housing Supply
Action Plan called for LIHTC reforms, including a now-finalized Treasury
rule allowing developers to average incomes across some, rather than all,
houscholds in a given property to incentivize more mixed-income develop-
ments (White House 2022; Internal Revenue Service 2022).

The Historic Tax Credit subsidizes the rchabilitation of historic prop-
erties, including those that result in a new or renovated housing supply .
Sinece its inception in 1976, the program has rehabilitated more than 300,000
housing units and has created 343,000 new housing units, 192,000 of which
are low- and moderate-income units (U.S. Department of the Interior 2022).
In Fiscal Year 2021, the National Park Service certified 1,063 historic
rehabilitation projects to revitalize abandoned and underutilized buildings;
nearly 80 percent of them were located in economically distressed areas
(U.S. Department of the Interior 2021). The National Park Service has also
shown that Historic Tax Credit—related rchabilitation projects provide a bet-
ter returnt on investment than equal mvestments im new construction (U.S.
Department of the Interior 2020),

Federal housing tax subsidies can help achieve long-term housing sup-
ply goals and affect the U.S. economy’s climate impact. Buildings account
for 29 percent of all U.S. greenhouse gas emissions (Leung 2018). Estimates
suggest that rehabilitated structures produce 350-73 percent fewer carbon
emissions than new construction (Gupta, Martinez, and Nicuwerburgh
2023). The Inflation Reduction Act has committed $9 billion in tax credits,
rebates, workforce training, and funding opportunities to transform existing
homes into green homes and construct new, environmentally friendly rest-
dential spaces (Martin 2022). Currently, the commercial real estate market,
with high office vacancy rates and rising loan delinquencies, is in a position
to be transformed into usable and financially prudent residential spaces
(Sorokin 2023; DBRS Morningstar 2023; White House 2023b).

In addition to tax subsidies, the Federal Government provides several
block grants to State and local jurisdictions to assist in affordable hous-
ing development. HUD’s Community Development Block Grant Program
(CDBG) can support the acquisition and rehabilitation of housing for low-
and moderate-income individuals. In Fiscal Year 2022, the CDBG State
and local grantees allocated more than $920 million to housing activities,
including public housing modernization and single- and multifamily home
rehabilitation (HUD 2022). Recently, HUD issued additional guidance on

equitable, and affordable housing,” providing specific ways that grantees
can best make use of CDBG funds (HUD 2023h). HUD also administers the

° The Historie Tax Credit is a colloquial name for the Rehabilitation Tax Credit, which was made
available under section 47 of the Internal Revenue Code.
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HOME Investment Partnerships Program, the largest Federal block grant
program that provides funding exclusively to increase access to an adequate,
affordable housing supply for low-income houscholds (CRS 2021). Since
1992, HOME appropriations have cumulatively totaled nearly $45 billion,
with annual appropriations ranging between about $1 billion and $2 billion.
The funds have supported completion of more than 1.3 million affordable
housing units (HUD 2023c).

Expanding Manufactured Home Delivery and Financing to Address
Rural Housing Constraints

Manufactured housing costs 45 percent less to build per square foot
than site-built housing due to efficient production technologies that take
advantage of economies of scale (Freddie Mac n.d.). Manufactured homes,
which are required to comply with HUD-promulgated Manufactured Home
Construction and Safety Standards, are energy efficient, safe, and designed
to withstand natural disasters, inclement weather, and fires (Freddie Mac
2022; Code of Federal Regulations 2023). As a result, they may help provide
affordable housing units and alleviate supply constraints, especially in rural
communities.

Manufactured housing has a higher share of total owner- and renter-
occupied housing in rural communities than in more densely populated
arcas (Layton 2023). However, cfforts to expand the manufactured housing
supply face hurdles driven by land-use regulations. Although the HUD-
promulgated manufactured housing building code preempts State and local
design and construction code, local land-use regulations often restrict the
placement of manufactured homes, either implicitly or explicitly (HUD
2023f). For example. some jurisdictions have zoning requirements that limit
manufactured housing to specific zoning districts. and other jurisdictions
may have minimum home size requirements that preclude manufactured
housing (Freddic Mac 2022). In addition, minimum lot size and parking
regulations increase land costs and price manufactured homeowners out of
the market. Federal efforts to encourage the adoption of improved State and
local zoning policies could serve as a financial incentive to promote these
kinds of reforms as well.

Barriers to manufactured home financing dampen demand. The tradi-
tional government-sponsored mortgage enterprises, specifically Fannic Mae
and Freddie Mac, cannot purchase and guarantee loans for manufactured
homes because their owners do not typically own the land on which they
sit. Instead, owners must take out a so-called chattel loan, which, relative to
a mortgage, has higher interest rates, shorter repavment periods, and fewer
consumer finance protections (CFPB 2021). These loans can be prohibi-
tively costly for low-income families (Goodman and Ganesh 2018). In light
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of this, Fannie Mae and Freddie Mac have identified the financing of manu-
factured and rural housing among the activities targeted by their 2022-24
Duty to Serve Plans, including the plan to begin purchasing loans titled as
personal property in 2024 and to increase the purchase of loans titled as real
property (FHFA 2022).”

Conclusion

Housing shortages and unaffordability have risen over the last 60 years, in
large part because of local land-use policies that restrict housing density and
what can be built. These effects are felt most by low-income and vulnerable
families, which are increasingly priced out of the housing market. Because
many amenities are bundled with housing and neighborhoods, housing
supply shortages inhibit economic mobility for millions of Americans.
Investing in the housing supply and producing affordable units opens the
door for upward mobility and increases overall economic growth.

Persistent market failures in the housing market create a role for gov-
ernment. Demand-side assistance can help households facing affordability
constraints. In addition, the Federal Government has encouraged cfforts to
increase supply-side policies that incentivize local zoning reform, reduce
exclusionary zoning via grants and other spending, and directly subsidize
affordable unit construction through programs like LIHTC. While the efforts
have made a difference, the housing market still faces an acute supply short-
age and declining affordability. Ultimately, meaningful change will require
State and local governments to reevaluate the land-use regulations that
reduce the housing supply.

Fortunately, local, State, and Federal policies can boost the housing
supply through incentivized changes to zoning policies, tax credits that
subsidize construction costs for affordable units, and other block grants that
prioritize affordable unit construction. By taking further steps to address
the country’s housing supply shortage, the United States will be richer, our
citizens will be more financially stable, and our environment will be greener.

" The Safety and Soundness Act provides that the *Government-Sponsored Entities” have a “duty to
serve underserved markets,” specifying that the enterprises “shall provide leadership to the market in
developing loan products and flexible underwriting guidelines™ to improve access and equity in the
mortgage financing market.
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Statement for the Record
National Low Income Housing Coalition
Renee Willis, Interim President and CEQO
Presented to the U.S. House Subcommittee on Housing'and Insurance
“Buitding Our Future: Increasing Housing Supply in America™
March 4, 2025

Chair Flood, Vice Chair De La Cruz, Ranking Member Cleaver, and members of the
Subcommittee on Housing and Insurance, thank you for the opportunity to submit a
statement for the record on the need for more affordable housing supply, especially for
extremely low-income houssholds.

The National Low Income Housing Coalition (NLIHC} is dedicated to achieving racially and
socially equitable public policy that ensures people with the lowest incomes have quality
homes that are accessible and affordable in communities of their choice. NLIHC members
include state and local affordable housing-coalitions, residents of public and assisted
housing, nonprofit housing providers, homeless service providers, fair housing
organizations, researchers, faith-based organizations, public housing agencies, private
developers and property owners, local and state government agencies, and concerned
citizens. While our members include the spsctrum of housing interests, we do not
represent any segment of the housing industry. Rather, we work on behalf of and with low-
income people who receive, as well as those who need, federal housing assistance,
especially extremely low-income people and people who are experiencing homelessness.

Our statement includes research and data related to causes of the housing crisis, and
solutions to address the shortage of affordable, available homes. While market solutions
like zoning reforms can increase supply for those with middle incomes, subsidies are
assential to provide stable, affordable housing for those who the private sector cannot
serve on their own: households with the lowest incomes.

Underlying Causes of the Affordable Housing Crisis

The United States is experiencing an affordable housing and homelessness crisis
impacting every state and congressional district, and with sky-high rents, homelessness
has increased in urban, rural, and suburban communities alike, reaching its highest level
on record.

While many households are dealing with higher housing costs, extremely low income (ELI)
households (those earning no more than 30% of the Area Median Income (AMl) orthe
federal poverty limit, whichever is greater) have the greatest, clearest needs: three out of
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NLIHC’s Qut of Reach: The High Cost of Housing® annual report estimates each locality’s
“Housing Wage” ~the hourly wage a full-time worker must earn to afford a modest one- or
two-bedroom apartment at fair market rent without spending more than 30% of their
income on housing. In 2024, the national Housing Wage was $32.11 per hour for a modest
two-bedroom rental home, and $26.74 per hour for a modest one-bedroom rental home.
Even in states with the least expensive rents, a renter working full time and earning less
than $18 per hour is unable to afford a modest two-bedroom apartment. Housing Wages
are highest in traditionally high-cost states, like California, Hawaii, Massachusetts, and
New York, but areas with lower Housing Wages also tend 1o have lower wages, so tenants in
these areas still struggle to afford housing.

Even after factoring in state and county-level minimum wages that exceed the federal
minimum wage of $7.25 per hour, the average minimum wage worker must work 113 hours
per week (2.8 full-time jobs) to afford a two-bedroom rental home, or 85 hours per week
{2.4 full-time jobs) to afford a one-bedroom rental home at fair rarket rent.

Fourteen of the 20 most common occupations in the U.S. pay a lower median hourly wage
than the housing wage for a one- or two-bedroom rental home, Sixty-four million people, or
42% of the entire workforee, work in these 14 occupations, including retail and restaurant
workers, health home aides and nursing assistants, building cleaners and repair workers,
administrative assistants and those in the construction trades.”

14 OF THE 20 LARGEST OCCUPATIONS IN THE UNITED STATES PAY MEDIAN
WAGES LESS THAN THE ONE- OR TWO-BEDROOM HOUSING WAGE
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Opportunities to Increase Housing Supply

The éhartagefcf rental homes affordable to the lowest-income people is caused by market
failures and the chronic underfunding of solutions. Government intervention, in the form of
subsidies, is necessary to fill the gap between what the lowest-income people can afford to
pay and the costs of developing and operating rental homes.

Federal subsidies, like the national Housing Trust Fund, ptay a vital role in ensuring
affordable housing construction and preservation projects “pencil out” for communities,
and public housing is an important source of deeply affordable housing, providing millions
of people with the lowest incomes a place to call home. Other federal subsidies, tike HUD's
Housing Choice Voucher (HCV) program, help people with the lowest incomes keep a roof
over their heads by bridging the gap between 30% of income and the cost of rentin the
private market. The HCV program also benefits landlords and housing providers by
guaranteeing rent will be paid.

Despite the vital role housing subsidies play in housing construction and tong-term housing
stability, Congress has consistently underfunded these programs, such thatonly onein
four households eligible for housing assistance receive any.* Because of this chrenic
underfunding, millions of families are placed on waitlists for hdusing assistance that are
sometimes years long, if they are open at all; while these families wait, they struggle to pay
rent and face eviction, overcrowding, and in worst cases, homelessness.*

Zoning Reforms

To increase the overall supply of housing, Congress should incentivize or require
communities to reform restrictive local zoning ordinances that inhibit the supply of
apartments and drive costs up for everyone. While local communities are best positioned
to efficiently and effectively address issues related to restrictive zoning practices that limit
the amount and types of new housing that can be built, the federal government can and
should encourage communities to reduce unnsecessary restrictions. The best opportunity
at the federal level is to tie zoning and land use reforms to federal transportation,
education, and infrastructure dollars — resources that are highly sought after by local
communities and that could drive better practices.

While zoning reforms will help address the affordability challenges facing middle-income
households, such reforms on their own will not be sufficient to address the housing needs
of the lowest-income renters. Private developers and landlords cannot build or operate
housing affordable to extremely low-income households without public subsidies; this
market faiture can only be addressed through expanded and targeted federal investments.
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Finance Deeply Affordable Rental Homes with the National Housing Trust Fund

To address the shortage of affordable rental housing for renters with sxtremely low
incomes, Congress must increase funding both to preserve the stock of existing affordable
housing and increase the supply of deeply affordable homes. The besttoolto add to the
supply of deeply affordable housing is the national Housing Trust Fund (HTF}.

The HTF is a federal resource primarily targeted to the constructioh, rehabititation,
preservation, and operation of rental homes for peaple with extremely low incomes. It is
the most highly targeted federal rental housing capital and homeownership program. By
law, at least 75% of HTF dollars used to support rental housing must serve extremely low-
income households.

The HTF is funded through a slight fee on Freddie Mac and Fannie Mae activity, 65% of
which goes t¢ the HTF. The HTF is administered by states, allowing for flexibility to decide
how best to use to the resources to address states’ most pressing housing needs.

NLIHC supports efforts to expand the HTF, such as the American Housing and Economic
Mobility Act, which would invest over $44 billion in the HTF annually over 10 years, resulting
in investments to build, repair, and operate nearly 2 million homes for households with low
incomes; and the Housing Crisis Response Act of 2023, which would allocate $15 billion to
the HTF.

An expansion of the HTF would make a significant contribution to ending homelessness
and housing poverty.

Preserve Existing Affordable Housing

Preserving the existing stock is ultimately foundational to any sffort to expand the supply of
affordable housing and alleviate the shortage for the lowest-income renters. Preservation
prevents the displacement of current tenants, stops the loss of difficult-to-replace housing
in desirable neighborhoods, mitigates disinvestment from distressed communities, and
prevents further decline in the already limited federally subsidized housing stock, while
also presenting opportunities to reduce greenhouse gas emissions through energy
retrofitting.

Federally assisted rental homes provide a vital supply of housing that is affordable to the
lowest-income renters, given the shortage of private market units affordable and available
to them. These homes, however, require sustainad or renewed funding commitments to
ensure future affordability and habitability as buildings age and existing rent restrictions
and tenant eligibility requirements expire or come up for renewal. The Housing Crisis
Response Act of 2023 would provide $65 billion to repair the nation’s public housing,
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these communities. Indigenous people living on Tribal lands have some of the worst
housing needs in the United States. They face high poverty rates and low incomes,
overcrowding, lack of plumbing and heat, and unique development issuas.
Financing properties in these areas is particularly challenging. Likewise, rurat
communities face unigue barriers to developing affordable rental homes, including
tower incomes, higher poverty rates, and tack of access to private capital.

Reject Wasteful Middle Income Housing Tax Credit Proposals

As Congress debates a federal tax legislation, NLIHC urges policymakers to reject wasteful
proposals — such as the “Middle Income Housing Tax Cradit” or “Workforce Housing Tax
Credit” from Senators Ron Wyden {D-OR) and Dan Sullivan (R-AK) — that would do little to
address the underlying causes of the housing crisis. The Wyden/Sullivan proposal aims to
create a new federal tax credit to incentivize developers to build market-rate apartments
affordable to households earning up to 100% of the Area Median Income (AMI}. NLIHC
opposes the creation of a federal Middle Income Housing Tax Credit (MIHTC} as a
misguided and wasteful use of scarce federal resources.

Nationally, very few middle-income renters face significant housing challenges; of all
households paying at least half of their income on rent, only 1% have middte incomes; the
vast majority {90%) have extremely low incomes or very low incomes and would not banefit
from MIHTC ™

In most communities, the private sector can —and does - meet the housing needs of
middie-income renters without any government subsidies. There are only three states
(California, Florida, and Hawaii} and five metro areas (Los Angeles, CA; Miami, FL; Orlando,
FL; Riverside, CA; and San Diego, CA) with fewer than 90 affordable and available homes
for every 100 middle-income renters. In most communities nationwide, MIHTC would give
tax breaks to developers for housing that the market is already providing,

Congress can achieve the same results without any subsidies by encouraging communities
1o reduce regulations that drive up housing costs. In the small handful of locations where
there is any shortage of homes affordable to middle-income renters, the most cost-
effective solution is to reform local zoning and land use regulations that restrict housing
supply and increase costs,

Instead, scarce federal resources should be targeted to serve households with the greatest
needs who cannot be served by the private sector unless federal subsidies are invested.
Diverting resources away from where itis needed most exacerbates the housing and
homelessness crisis.
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Cuts to HUD funding would also impact affordable housing developments financed with
Low Income Housing Tax Credits (LIHTC), as these developments need additional sources
of funding to pencil out and operate. HUD programs such as HOME Investments
Partnership Program, the Indian Housing Block Grant, and Community Development Block
Grant (CDBG) are important sources of development financing, and Project-Based Rental
Assistance (PBRA) allows properties to serve renters with the towest incomes. k

Congress must also act quickly and do everything in its power to protect HUD staff
from termination. Recent media reports have stated that Elon Musk’s Department of
Government Efficiency (DOGE) is praposing to eliminate half of HUD’s staff, with people
emptoyed in HUD field offices around the country targeted for the first round of firings.
Some offices in HUD would be harder hit; the Office of Community Planning and
Development {CPD) would be cut by 84%, the Office of Fair Housing and Equat Opponuﬁity
{FHEO) would be cut by 76%, the Office of Policy Development and Research {PD&R) would
be cut by 76%, and the Office of Public and Indian Housing (PiH) would be cut in hatf.

Federal investments at HUD play a critical role in helping low- and moderate-income
people in urban, suburban, rural, and Tribal communities thrive. These programs benefit
millions of people each year, including people of color, seniors, people with disabilities,
families with children, veterans, women, survivors of domestic violence, first-time
homebuyers, and others. While improvements to federal programs are always needed,
drastic cuts to HUD staff will not ensure these investments better serve people and
communities. Instead, without adequate staff to allocate, oversee, and monitor these
resources, communities and households nationwide will face unnecessary delays and
challenges to accessing congressionally approved rasources to:

+ Rebuild housing and infrastructure after major disasters and mitigate future harm by
increasing resilient homes.

» Ensure congressionally directed spending can be used to support key projects in
local communities identified by members of Congress.

» Help rural communities and Tribal nations address their most pressing housing
challenges.

+ Build and preserve affordable rental housing for tow-income households.

e Address and prevent homelessness, which has reached its highest level on record.

* Provide assistance o help low-income households afford their homes and reduce
energy costs.

¢ Operate and maintain public housing and other affordable housing for millions of
seniors, people with disabilities, and families with children.
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The Honorable French Hill The Honorable Maxine Waters
Chairman Ranking Member '
Committee on Financial Services Committee on Financial Services
U.8. House of Representatives, U.S. House of Reprasentatives,
Washington, DC 20515 Washington, DC 20515

Statement for the Record

Submitted to the United States House Committee of Financial Services
Hearing on: Building Our Future: Increasing Housing Supply in America
Date: 03/04/2025

Submitted by:

Mark Thiele

Chief Executive Officer

National Association of Housing and Redevelopment Officiats (NAHRO)
630 | Street NW, Washington DC 20001 ’
mthiele@nahro.org

Dear Chalrman Hill and Ranking Member Waters:

On behalf of the National Association of Housing and Redevelopment Officials (NAHRO), I
am pleased to submit a written statement for the record for the House Committee on
Financial Service’s March 4, 2025, hearing titled “Building Our Future: Increasing Housing
Supply in America.” NAHRO, which was established in 1933, is a membership organization
of 26,000 housing and community development providers and professionals throughout
the United States. NAHRO members create and provide affordable housing for low- and
middle-income families and support vibrant communities that enhance the quality of life
for ail, We believe Congress and the federal government should maximize solutions to
expand homeownership opportunities for all Americéns, leveraging existing programs at
the Department of Housing and Urban Development to increase access.

George Guy, President; Sean Gilbert, SPHM, NAHRO Feltow, Senior Vice President; Renee Smith, NCC, Vice President -
Commissioners; David 8. Gates, CSO-PH, CSEC-PH, CMPO, C-PHM, CME, Vice President - Prof | Development; Jeff du
Manoir, Vice President - international Research and Globial Exchange; Duane Hopkins, CME, Vice President - Budget &
Administration; Shaunté Evans MBA, PHM, Vice President - Member Services; Grace Ruiz-Stepter, Vice President - Community
Revitalization and O ; Lanita Hillen, Vice President - Housing; Mark Thiele, C-PHM, CME, CMVO, NCC, Chief
Executive Officer

e-mail: nahro@nahro.org website: www.nahro.org
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Today, Americans face a national housing shortage of approximately 3.7 million homes,
impacting both renters and homebuyers.’ The shortage of homes is attributed to chronic
underbuilding and exacerbated by high morigage rates that disincentivize current
homeowners with below-market interest rates from rmoving. Furthermore, the
Congressiongl Budget Office (CBO) repotted in September 2024 that pent-up demand for
housing is currently near record levels.? According to the National Association of Home
Builders (NAHB), increasing the nation’s housing supply could help tame inflation and limit
the impact of the housing affordability crisis by moving toward a healthy supply-demand
balance of homes.®

Families and individuals across the income spectrum are struggling to find housing they
can afford, both to buy and to rent. According to the State of the Nation’s Housing 2024
annual report conducted by Harvard University, Americans face high housing costs and -
record high housing cost burdens. Between 2019 and 2022, those who spent more than 30
percent of household income on housing and utilities grew from 3 million to 19.7 million
houssholds, In 2024, home prices were 47 percent higher than pre-pandemic levels while
still increasing 6 percent over the previous year.? These significantly increasing housing
costs make homeownership unattainable for too many Americans. There are many reasons
for increases in costs, including, but not limited to, restrictive zoning and regulatory
policies, skilled labor shortages, and financing limitations. Costs and avaitability to build
new construction homes continue to be a challenge as well due to labor shortages and
material costs. These matters must be addressed.

It is evident that expanding our nation’s housing supply is essential to increasing
homeownership and making it accessible to more families. While the private market plays
a key role in this effort, we must also ensure that homeownership remains a viable option

"hitpsifwww. freddiemac.com/research/forecast’20241126-us-economy-remains-resiient-with-strong-g3-

growth.

2

https:/Awvwew.cho.gov/publication/6072 74~ text=Declining%20Annusl%20Household%20Formation%20as%
20Deaths%20increase,-
Millions&text=As%20the%20population%20ages%20and%20the%20number%2001%20deaths%20increase
s.is%20projected%20to%20decline%20sharply. &text=Data%20source:%20Congressional%208udget%200f
fice.growth%2C%20housing%20starts%20als0%20dscline.

2 hitps/Awww.nahb.org/news-and-economics/press-releases/2024/02/single-family-starts-will-rise-in-
2024#:~:text=The%20Forecast,existing%20home%20sales%20market%20improves.

‘https:/Aww,jchs hatvard.edu/sites/detault/files/reports/fites/Harvard ICHS The State of the Nations Ho
using 2024.pdf.
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for all American families, including those with lower incomes. While many are experiencing
difficulties across the nation in accessing affordable housing, low-income families and
individuals remain the most negatively impacted. Although the private market has itsrole in
making homeownership affordable for low-income Americans, Department of Housing and
Urban Development (HUD} programs like the HOME Investment Partnerships (HOME})
program, the Housing Trust Fund (HTF), the Community Development Block Grant {CDBG)
program, the Housing Counseling program, and the Housing Choice Voucher ]
Homeownership (HCV Homeownership) program are critical as well. These programs offer
essential financial support to lower-income families so that they can purchase homes,
allowing them to build wealth and equity.

This letter discusses how each of the HUD programs listed above helps to expand
homeownership opportunities and details certain other actions that may help to expand
them as well. )

HOME Investment Partnerships Program

The HOME program, which allows funding assistance to be used to purchase, begin new
construction of, and rehabilitate housing, has had a steady impact on the housing market.
From 1992 to 2024, $186.35 billion has been used to support homeownership activities
under the HOME program. These funds have supported the construction and rehabilitation
of 827,492 homes.®

HCV Homeownership Program

The traditional HCV program provides federal rental assistance to families. in contrast, the
HCV Homeownership program provides assistance to first-time homebuyers purchasing
homes. As of February 2024, there were 8,710 active homeownership participants inthe
HCV Homeownership program. Between 2015 and 2025, there have been 11,272 closings
nationally under this program.®

Down Payment Assistance Programs

Various down payment assistance programs, utilizing CDBG and HTF funds, provide critical
down payment assistance. The State of the Nation's Housing 2024 report by Harvard
University found that downpayment assistance can help houssholds with the initial savings
hurdle. According to the report, a $25,000 downpayment assistance loan could make
homeownership possible for 1.1 million income-ready renter households.

S pittps:/lorgreports.congress. gov/product/pdf/R/R40118.

S hitps://www.hud.gov/program_offices/public_indian_housing/programs/hev/homeownership.



147

"HUD’s Housing Counseling Program

The Housing Counseling program also plays a cruciat role in helping families secure,
maintain, and preserve their homes. These programs address housing barriers, assist with
financial management, provide fair housing education, offer guidance on home
improvement, and conduct workshops on avoiding predatory lending. By equipping first-
time homebuyers with the knowledge they need, housing counseling ensures they are well-
prepared to purchass their first home.

Conclusion

Congress and the federal government must provide and implement as many solutions as
possible to increase homeownership opportunities for famities and individuals of all
incomes. The current and potential impact that federal subsidy programs have on the
housing market are critical towards providing homeownership opportunities for low-
income families. Federal programs also help educate first-time homebuyers. We cannot
rely on the private market alone to support homeownership for all. Federal subsidies that
expand homeownership opportunities provide famities with the ability to own a home inthe
communities of their choice. With increasing barriers to homeownership, federal
homeownership programs are needed now more than ever.

We thank the committee for the opportunity to help detail the importance of the role of
certain federal government programs in expanding homeownership opportunities.
Sincerely,

&

D

Mark Thiele
Chief Executive Officer
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O Logal o
Defense Advaneing racial
s K Fund

justive since 1940
March 4, 2025
Representative French Hill Representative Maxine Watérs
Chairman Ranking Member
House Committee on Financial Services House Committee on Financial Services
2129 Rayhurn House Office Building 2129 Rayhurn House Office Building
Washington, DC 20515 Washington, DC 20515

RE:  Legal Defense Fund Statement regarding “Building Our Future: Increasing Housing
Supply in America”

Dear Chairman Hill and Ranking Member Waters:

The NAACP Legal Defense Fund and Educational Fund, Inc. {(LDF} writes this letter to urge the
House Committee on Financial Services to keep the need for fair housing enforcement and
compliance at the fore as it prepares to hold its hearing entitled “Building Our Future:
Increasing Housing Supply in America.” Founded in 1940 by Thurgood Marshall, the LDF is the
nation’s oldest civil rights legal organization fighting for racial justice. LDF has been on the front
lines of fighting discrimination against Black communities from its landmark school segregation
case, Brown v. Board of Education, to housing discrimination. While we are pleased that the
Committee seeks to address the current housing crisis, increasing the supply of housing alone is
insufficient. Without vigorous enforcement of fair housing laws, Black families, other families of
color, women, persons with disabilities and LGBTQ+ individuals will be left behind, to the
detriment of our economy as a whole.

Today’s housing crisis calls for not only an increase in housing supply but aiso full enforcement
of our country’s fair housing laws. Both must be present to build a future where all, including
Black communities and individuals, have an equal opportunity to thrive. Past efforts that have
focused on increasing supply without protecting against discrimination have failed. it was during
the housing crisis of the late 1940s when Congress opted to focus only on increasing housing
supply and promised to address fair housing later. During the June 1949 House floor debate in
support of a fair housing amendment, Congressman Vito Marcantonio of New York stated,
“Iylou have no right to use housing against clvil rights” He lost that debate, and families and
individuals who faced legalized housing discrimination suffered for decades. While white
families benefited from government policies designed to promote homeownership and provide
a pathway to the middie class, racial discrimination sponsored by the government and
perpetuated by private parties resulted in neglected neighborhoods of concentrated poverty
with poor housing stock, toxic environmental conditions, underfunded schools, poorly
maintained parks, dilapidated infrastructure, and other problems,

LE.g. Shelley v. Kramer, 334 U.S. 1{1948) tholding that state enforcement of racially restricted covenants violated
the Equal Protection Clause of the Fourteenth Amendment}.

40 Rector Street 760 14th Street NW j&‘ﬁ(} Peachtree Street NW naacpldforg
5th Flooy Suite 600 Suite 2300 212-965-2200
New York, NY 10008 Washington, DC 20005 Atlanta, GA 30303
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At a time when Secretary Scott Turner of the U.S. Department of Housing and Urban
Development (HUD) calls for the repeal of agency rules that help implement the Fair Housing
Act of 1968's affirmatively furthering fair housing (AFFH) provision, our country appears to be
headed back to its hyper-segregative times. Racial discrimination in housing remains an
unfortunate reality. Secretary Turner’s outcry to “save our suburbs,” appears to revel in the
discriminatory days of old. Congress must not allow its past to be prologue. The current housing
crisis cannot yield the same results it did in the past. Any present or future congressional action
must include fair housing enforcement and compliance supports if Black families, other families
of color, women, persons with disabilities and LGBTQH+ individuals are to benefit from a new
supply of housing. Full funding of fair housing compliance that ensures HUD-funded entities
adhere to their civil rights duties and provisions that help increase housing supply must coexist.

The Black-white homeownership gap in gur country remains high, and adequate fair housing
enforcement can help address it. American history has taught us that decades of intentional
government action, including rediining, exclusionary zoning and predatory lending schemes
have contributed to this gap. Intentionai acts that have segregated and discriminated against
communities must be met with intentional steps to address the resulting harms. Beyond the
harms created and perpetuated by local, state and federal governments, discriminatory private
industry practices have and continue to take place far too often within the housing eco-system.
This private action further contributes to this homeownership gap. These are the types of issues
HUD's underfunded Office of Fair Housing and Equal Opportunity {FHEQO) addressed when
career staff members were placed on administrative leave and fired by the Trump
Administration, ‘

FHEO career staff members, from urban regional offices to rural field offices, process thousands
of fair housing complaints each year. According to FHEQ's fiscal year 2023 annual report to
Congress, of the seven protected classes under the Fair Housing Act of 1968 (FHAct), disability
continues to be the top basis of alleged discrimination {5,128) followed by race {2,158},
Without the threat of enforcement, discrimination will only increase. Absent a fully staffed and
funded HUD Office of Fair Housing (FHEQ), there Is no guarantee that persons experiencing
housing discrimination will have a place to seek redress without the burden of hiring a lawyer.

Measures contemplated by members of Congress, including authorizing language, request for
reporis and data and the like, must not turn a blind eye to the need for full fair housing
enforcement. While congressional bills, such as the Identifying Regulatory Barriers to Housing
Supply Act, may seek to remove barriers to housing production, Congress also should seek to
further remove barriers to fair housing. And, while congressional action that seeks to ensure
middle income residents are able to access affordable housing near opportunities they believe
will help their families thrive, like job centers, clean air and well-performing public schools, such

2 The Fair Housing Act’s protected classes include race, color, national origin, refigion, sex, disability and familial
status, See https://www.justice.gov/crt/fair-housing-act-1.
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as the Housing for America’s Middie Class Act does, attention must be paid to racial
discrimination that takes place at every income level. Appraisal discrimination is but one
example of a barrier faced by middle income Black households. The Brookings Institute found
that homes in majority-Black neighborhoods are around two times more likely to be appraised
under the contract price than homes in majority-white neighborhoods. The same study aiso
found that homes in Black neighborhoods are valued roughly 21% to 23% below what their
valuations would be in non-Black neighborhoods, resulting in $162 billion in cumulative losses
for Black communities.

While housing discrimination harms the families impacted the most, it also harms society as a
whole. For example, a 2020 study by Citi estimates that the United States’ aggregate economic
output would have been 516 trillion dollars higher since 2000 if we had closed racial gaps in
wages, access to higher education, lending, and mortgage access. Crealing equitable housing
opportunities can help close those gaps.

FHEOQ’s enforcement and compliance files are replete with housing providers who have been
found to have discriminated against individuals based on race, color, national origin, religion,
sex, disability and familial status. Congress crafted our country’s Fair Housing Act to address
these ills. Qur collective zeal o increase the much needed housing supply for low- and middle-
income families must match our zeal to fully enforce our country’s anti-housing discrimination
laws.

Sincerely,

Demetria L. McCain
Director of Policy
NAACP Legal Defense Fund



151

®SHOLTVIY JO UOIIBIDOSSY [eUOIEN
ysieasay §O dA B Isiouoad jaiyn Andag
zinhew eaissag i

19)4e BUISNOH 3Y1 JO 21e1S




152

REpOr-SAIB B BUBNOY-S Ui U GEG {-Peg USE I AGOTO- SIS GUCT8/SHT1G/ I RaTTeU MMM/ -STITY AepoL sA 3R BUisnoy Ul uf S66T MRqyseld 19dinos

2SUOLTVIY
H0 NOLLYIDOSSY |
’ TYNOLLYN &

(poisn(pe
uoneyul %1»z$)

1sioMang
~ ‘90ud BWoH
. YSiH pJodey




153

o
-

.
°

$586/month

®
®

Difference 6.5%-3.5%

Difference 8%-6.5%
S$400k: $325/month

$400k

30-Year Fixed Mortgage Interest Rate
- {historical norm in red) N

20
10
7.78% e

£Z08/e/y

- 1Z0T/T/v
- 6102/2/v
- L10e/ely
- ST0Z/T/v
- £102/2/Y
T10Z/2/Y
6002/t/v
- 1002/2/v
S00Z/2/v
| €002/2/v
- 100Z/2/¥
- 666T/2/7
- L66T/2ly
| S66T/Z/¥
- €661/2/v
ﬁ'tssz/z/v
686T/2/y
- L86T/T/Y
| S861/2/%
| £861/2/v
1861/2/¥
- 6L6T/2/Y

LL6T/2/Y

sL6T/2ly
EL6T/T/Y

TL6T/T/Y

REALTORS®

i
[+]
z
e

<
23
ES
>4

Source: Freddie Mac https://www.freddiemac.com/pmms



154

SYOLTVIY
40 NOLLVIODOSSY
TVNOLLYN

ue( §Z20¢

T NPT US IIAS ST U S U035/ ACE SHsUS S MMM ] SAT anH/snsusy
T3[EE 8 W OU-FUNSIXa /SIS [YE35-BUIS 00 /SIS E1s-PUEB- [ IE 9501 /103 Bal T U IMAA] SO S91es BWOH-SUNSIXT YN 824N05

MON= BUIISIX e uer - o_.o,N

000'0sZ$

000‘00S5$

3511d SWIOH M3N YMM Jed UQ 391id SWOoH-BUnsix3 ueipsi



Home Price Appreciation
% change from Q1 2020 to Q3 2024

155

ine before COWID

Lhronge

Puerto Rico

ASSOCIATION OF
REALTORS®

3
Z
o
g
z




156

xmﬂva_;\ﬁ.:_nmﬂ\mcﬁm‘m.ﬁ_mz0x\mumwmﬂmwmnucG:O:wmu_ﬁv’mmﬁ[vCmam\_u._mmmmu\c_o»_mmuumc.>>3>>>\\”mnww£

| JSHOLTVIY
A0 NOLLYIDOSSY Xapu] AHjigepioly BUiSnoH YN :324nog
“TYNOLLYN
2ed %20z ~ AoN-S66L
(£56°59$=paisnipe uoneyu)
rdlly 42

ow@.woﬁ

(peasnfpyuoneyuioN) . gop mﬁw
umoq %0Z/M
SWIOH pa2lid UBIP3 10} POPIDN SWOdU| m::@:mza



157

«SUCLIVEY
40 NOLLVIDOSSY
TYNOLLYN

9WIodU|] pjoyasnoM £20¢

00£'LL$

ST][S5-PUE-S IS ATG-8 WG J0-8 i 0d- 3 - WIS T Bl BIU/S o 0eI- U3 g8sa1 /S sT eis-puUe-UaIea5al /0l B8l TRU MMM SIaj[as pue sI8Ang aUWoH Jo 3]0l :92.nos

BUWooU] PjoYydasnoH ZZ0Z

aWodU| POYOSNOH LZOZ &

sioAng jeadoy . . s19Ang awWn-1siid

0%

000'LL$

000'96$ 000'.6$  006'S6$

00L'ILLS
. . . Ca o L . Lo OOQ.mNnW
si19Ang SWOH JO dwodu|



158

«SHOLTWEY
40 NOLLYIDOS5SY
TYNOLLYN s

uef 520¢

ocoz g4

SSES-s IOy BUISINS 50T IS IETS- BUBSOU/STiSTes-PUE-(o e 3581/ I0TESTIR UMMM s9es aWoH-8unsIXg HyN :821nos

uer - 000¢

000'0%0'y
L00Z AInC

S9WOoH bBuilisix3 Jo A101UdAU|



159

SSHOITYEY A P UE SIS NG B0 0 B oI B e T ST S B S T O s I S IS 8 17T SIS PUB- (S TEB 531/ IR ST TEU TR S191j8S PUR SIaANg BWIOH jO S04 1804N0S
40 NOLLVIDOQSSY : ,
TYNOLLYN
s19Ang jeaday-~— si19Ang dwi}-3Siid=
124174
%0
%0¢
%TE
%01

yb61H swin-||v ¥H s19Ang yses IV



160

»SHUQLIVEY
40 NOLLVIDOSSY
TYNOLLVN

veoc

S35 PUE-SISATIG-a IO -J0-811j 010U T~ W0/ }-S1 BN BT /S I0de 5 Iesss I/ s3isiETs PUET(IIES o1/ IGTEB TIRU MMM SI2]{8S pue SISANG SWIOH J0 BYod 180N0%

sioAng jeaday-- - s19Ang dwi}-3Sild==
68671

%

%0¢€

I19YBiIH puail sjusawAedumoq



161

SAO 343 U0




162

PeOZ-U-SRURA-LONRIGIU-BUR-UGHR N0

IG}-581EIE-S T-001- SIS qLUNU- 34} PUI S q SO0 IN0-S18TUI 6 UD S5/ 58014/ 101 [EaTTEU MM/ /SETIY $Z07 Ul spusly uoneSiy pue uonendod 10} 521035 6T do) "SIsquIin dY3 puiyag :a3nos

sa1eiUisT LORENAod 707 SBEIUIA NESING SNSURD S 1BIIN0S

JSHOLVYEY
40 NOLLVIOOSSY
TYROLVYN

oyep] ‘epeAaN ‘euljoied yinos ‘yein ‘sexa] ‘epuiojd ‘Oa
:uonejndod Ul Yimouon juadiad isabie



163

PRI~ RE EUT B U1 WO -5 S S Li-1avDe.-s 8110 Us-BUBT 04 /001N G- S 18 UOTI055 /59010 /To1[BS I T8 UMM, /75033

H0 NOLIYIDOSSY

,,NmmO»udmm. mcama_auau
@enZVuw_vmmqgmyoﬂm‘umcsmm»ﬂmM.D.Jmmk3MWaC$Um,Dnm_mu.:J.Um
TYNOLLYN

saaC Man o8
. =

[- s
= suuiad iop S JO 1aqUInU 1998%

$ZOZ 1Pquasag
‘ealy ueyjodosisiy Ag xepuj abeyioys BuisnoH

FZOT S0 BLENYD [Buld BUl Wokd s1uBisy) el sBeuoys Buisnoy ewnog

sqof mau gz

1oj panssi jjwiad
Ajlwe}-ajbuis mau |
:AjjeoliolsiH

abepoys Ajddns
aAey seale o13dW |ZL



164

oby

2
pue s12Ang
awin-isii4




165

+SUOLTVIN
40 NOLLYIDOSSY

.VNQMZOEQZ

§I5{|35-ple-sIaAnq-a W oy-;0-a[}010-o g3 - WO -Si(BIUBIU;/5TI0d9)-40Ies501 /5013511 B1S-PUB-DIE3SAI /IO BB JE UMMM
5Ja)jes pue sJ9Ang SWOH JO 31044 1304N0%

L861
%

%09

MO SWIL-[IV MH S19Ang SWoH dwin-1sii4 |



166

515195~ pUB-SIBANG-8 WIGU-J0-8]1joid-8 3~ W0 1J-s 10 BBy /S TI0 08I pIessaI/eo1isess
TPUE-UDIESS5 /10| ea 18U TAMM][-5011Y S49[|9§ puE SiaAng SWoH JO 3|1J04d $Z0T ‘E20Z SINNd SOV 1904nos

«SHOLTYIY
40 NOILVIDOSSY
TYNOILYN

UONBISUDD JUBIS siswoog Aqeg X uan sjeluusaiiiN Z usan eydly uan

A

~3 R R BB D O G N N N RN o o e =

83 908%7@0%%?.&08%7&08%7&089?2089172,m
! N _ o

0 O W m 00~ ~3 =3
N 89%/&089.7&0009.77_

[$) R N ]

Q00'00SZ

WOv9

W69l

00U'C00'S

a6y Aq uonejndod 's'n

(czoz ui)



167

dao o3 yeduw|
pue YoM 1N




168

<SUOLTVIEY
J40 NOLWYIDOSSY
TYNOLLYN

T RaPUD3 55 IU058 A0TSR IS50IBIaP o) MANATT ST SadueUL ISIUNSUGY JO ABAING 2707 D41 ‘WSISAS BAISSSY [BIDPI] BU3 §0 SIOUIBADS JO DIROG 183IN0S

59 YZOTE TCoT
J9udy I3UMOBUWIOH

0%

000'0L$ 00%'0L$ 00£'L$

005's6Z$

0Z'965$ _
o o 000'05%%

, (o]
- 000's17$

r_uh0>> I©ON Uelipain



169

+SHOLTYEY
40 NOILVIDOSSY
TYNOLLYN

JMIFE-91RISo-{Eal-J0- 1R dWI-5[UIOU0I5-21R)S-AG- 91835 /5110 U /IO S FIBU MMM T /5T sysodey joedw spuoueg diels A B1R1S [32N05

1oecdiil B0 6
ST
YI'SES

oadi 8o a0
Lo mesL
£55°61%

UL [EI8T §

SOUISHPLY M5 ras

Gt aseymnd awoy o
LORINASUDS SBAMIpUBIG pajeD 4 o ol pRIeauDs Buusoy

BICL MBN Busnoy Jo eydomn Popl somupUadxy

oog'szié

LOVdiE JIAONOSE TVYL0L

By 07 U 1onposd 51835 505 AUl JO 9447 4L 20 U 0% 05 palunoase ASnpul S183Se (B8 )

S818IE DELUN S U

FIVS INOH TYIIAL YV 40
LOVdWI DIWONOD3 3HL



170




171

L8, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, DC 20410- 700

February 27, 2025

Executive Director

Subject: Termination Notice for Fair Housing Initiatives Program (FHIP) |GG

Dear

2

The United States Department of Housing and Urban Development (HUD), at the direction of
the President of the United States pursuant to the Executive Order 14158, “Establishing and
Tmplementing the President’s ‘Department of Government Efficiency””, and at the direction of
said Department of Government Efficiency (DOGE), issues this notice of termination according
to 2 CFR 200 subpart D. This notice serves to inform

that HUD intends fo terminate the subject award effective February 27, 2025.

This notice of termination has been finalized in coordination with the subject award’s program
office pariners, including the HUD Offices of General Counsel (OGC), and HUD Offices of Fair
Housing and Equal Opportunity (FHEO).

HUD is terminating this award because it no longer effectuates the program goals or agency
priorities.

HUD intends to terminate the subject award for r the balance remaininé, pending
final billing.

Effective February 27, 2025, all obligations and activities under the grant numbei_
will cease, subject to the termination conditions below:

All closeout actions must be completed within 120 days of the termination date.

I. Final Report: Within 60 days, submit the final report, including the final SF-4235,
to the Regional Office Government Techuical Representative (GIR)/Government
Technical Monitor (GTM), marked as final. Submit a copy of the final report and
all final products/deliverables not previously submitted to the GTR/GTM.

2. Final Billing: If the organization has incurred any expenses prior to the date of
termination, please provide a detailed accounting of the expenses to the GTR/
GTM, for review and payment within the next 60 days. Please note that any
funds owed to the Government will be deducted from any final payments
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made. If the GTR/GTM does not hear from you within that time period, we will
assume no additional payments are warranted and will commence closeout
procedures on each grant.

3. Closeout: Withiu 15 business days of receipt of your final report to the
GTR/GTM, the GTR/GTM will prepare and submit to you the final performance
assessment report. You will have 30 days from receipt of the report to review and
provide any comments (e.g., rebut evaluation and/or rating, etc.), as applicable. If
you decide not to provide comments, the rating becomes final after 30 days.

Additional details on closing your award can be found in the Applications and Awards Policies
and Procedures Guide (AAPPG), which is accessible tlwongh the Fair Housing Initiatives
Program (FHIP) webpage. You may also contact your Regional Office for additional guidance.

You may appeal HUD’s decision to terminate the subject award by sending an e-mail o
AllAboutFHIP@hud.gov. Any appeals must be delivered to ALAboutFHIP@hud gov within 30
calendar days of the date of this letter, )

HUD appreciates the efforts your organization has made in promoting fair housing. If you have
any questions regarding this notice ot require assistance with the closeout process, please contact
AllAboulFHIP@hud.gov. ’

Sincerely,

TT Digitally signed by
MA H EW MATTHEW AMMON

Date: 2025.02.27

AMMON 18:00:06 -0500°

Matthew E, Ammon

Performing the Delegable Duties of the

Deputy Secretary

U.S. Department of Housing and Urban
Developient

]
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&(u.enrag U8, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Sl Fort Worth Regional Office, Region Vi

L. Office of Fair Housing & Equal Opportunity

3 l | B ‘ 307 W. 7th Street, Suite 1000

G, B Fort Worth, TX 76102
W osiE Phone 1-888-560-8913 - Fax (202) 485-9115
www.hud.gov
February 21, 2025

eor I
SUBJECT: Housini Discrimination Complaint

On_, this Office received your complaint regarding your housing concern,
This Office is responsible for investigating allegations of discrimination in housing and housing
related services. We are also responsible for assuring that recipients of Federal financial assistance
from the U.S. Department of Housing and Urban Development administer their programs in a non-
discriminatory manner. Based upon our review of your complaint, we have determined housing
decisions based upon one’s sexual orientation are not subject to federal fair housing laws. You are
advised to contact your city attorney’s office and state attorney general’s office to determine
whether you may file a claim based upon state or local law. Therefore, we cammot accept your
complaint for processing.

If you have any questions, please feel free to contact lincoln.s.wiiliams@ hud.gov Line
Williams at 210-475-6895 or 1-888-560-8913. If you are hearing impaired, you may call 1-800-
735-2989.

Sincerely,
&, Wibteams on behalf of,

Calvin M. Hooper
Intake Branch Chief, Region VI
Office of Fair Housing and Equal Opportunity

www.hud.gov ® espanol.gov
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Striving fo Build Better Comitities
. NW Washington, DX 20001

Statement for the Record
Council of State Community Development Agencies
Tess Hembree, Executive Director
U.5. House Subcommittee on Housing and Insurance
“Building Our Future: Increasing Housing Supply in America”
March 4, 2025

The Council of State Community Development Agencies (COSCDA) applauds Chair Flood, Vice Chair De La Cruz,
Ranking Member Cleaver, and members of the Subcommittee on Housing and Insurance for exploring housing
supply solutions. COSCDA represents state agencies that administer Dept. of Housing and Urban Development
(HUD) grants to mostly small and rural communities outside large metropolitan areas. We support the
common interest of state agencies, with major emphasis on community development, affordable housing,
local economic development and state-local relations.

Housing supply in general—and affordable housing especially—is increasingly scarce throughout the country.
Federal investments through the Department of Housing and Urban Development (HUD) provide critical
financing that supports the creation and preservation of housing supply in every single state, COSCDA
members administer at least three programs with successful record of increasing housing supply: the HOME
Investment Partnerships Program (HOME), the Community Development Block Grant (CDBG) program, and
the National Housing Trust Fund (HTF).

HOME Investment Partnerships Program (HOME,

HOME is the only federal housing program exclusively focused on providing states and local communities with
flexible financing to address their most pressing affordable housing needs. HOME program resources are used
efficiently to support tens of thousands of homes every year. Since 1992, HOME has constructed and
rehabilitated more than 1.38 million units of affordable housing®. HOME has an excellent return on
investment — HUD estimated that at the FY24 appropriated level of 51.25 billion, HOME would leverage
approximately $6 billion in additional public and private investment?.

Appropriated HOME funds fall short of community need. In 2021, 39 state-administered HOME programs
reported 5697 million in project requests compared to $480 million committed through available funds?.
Moving forward, COSCDA urges Congress to provide increased HOME funding to help address the growing
housing supply shortage.

Congress should also work to improve the HOME program through legislative action. COSCDA recommends
including the following in any HOME legislation:

! HUD Exchange. HOME Mational Production Report. September 30, 2024.
2U.5. Department of Housing and Urban Development. FY2025 Budget. Congressional Justifications — HOME Investment

* National Council of State Housing Agencies, 2022 State HFA Factbook, 2022,

Alizon George, Colomda, Fresdent [l Rebecca Frawley Wachtel, Massachunetts, Vice-President [l Cindy Stone, Mardand, Treaswer [l Sumnne Bamard, Texas, Seoredary
Tess Hombres, Executve Drecior
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e Update the authorized HOME funding level to keep pace with inflation and rising construction costs.

e Focus onh completion deadline compliance rather than commitment deadlines when monitoring HOME
program performance.

e Update the Community Housing Development Organization (CHDO) set-aside and broaden it to include
other non-profits.

e Increase the program’s administrative cap to 15%.

* Invoke one national standard in HOME property inspections.

¢ Modernize the HOME qualification standard, ensuring program funds can be adequately managed and
targeted to maximize housing development.

Community Development Block Grant Program (CDBG)

For the past five decades, the CDBG program has been one of the most important resources used by state and
local governments to meet community development needs. Communities use CDBG funding for public
infrastructure, housing, economic development, and public services. CDBG helps preserve affordable housing
and expand housing supply. Since FY05, CDBG-funded housing activities have directly benefited over 2
million households across the country through unit rehabilitation, homeownership assistance, construction,
and more. CDBG also has a great return on investment with every dollar of 2022 CDBG funding leveraging an
average of $5.02 in local investment®,

State and local communities often receive more CDBG funding requests than they can accommodate. When
appropriations decline or remain flat, CDBG administrators cannot accomplish as many projects for their
communities when faced with the reality of rising construction and labor costs. COSCDA believes a targeted
increase to CDBG is justified and would result in an increase in housing supply and repairs in communities
across the nation.

COSCDA urges Congress to improve the CDBG program while supporting the role of state agencies. State CDBG
grantees direct CDBG program funding to aid small and rural communities. Program updates would be
advantageous in providing more support to these important but continually neglected places in our country.
COSCDA recommends the following common-sense improvements to the CDBG program:

* Provide funding that keeps pace with inflation and increased project costs.

e Broaden CDBG's impact by making construction of new housing an eligible activity.

e Inresponse to increasing need and a variety of new regulations, enhance administrative resources and
technical assistance for rural communities by raising the state’s administrative and Technical
Assistance cap to 6%.

o [Fase state budget constraints by increasing the administrative match threshold to every dollar over the
first $500,000 matched by state funds.

National Housing Trust Fund (HTF)

The HTF, established through the Housing and Economic Recovery Act of 2008, directs funds to states for
affordable housing development aimed at households with ongoing and significant housing instability. The
program is funded through an annual assessment from the Federal Housing Agency (FHA) on mortgage
receipts. Since launching in 2016, the HTF has facilitated the development of more than 6,700 units of

41.S. Department of Housing and Urban Development. FY2025 Budget. Congressional Justification — Community Development Fund.
March 11, 2024.
2
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affordable housing®. The program often supports related investments from HOME and the Low-Income
Housing Tax Credit (LIMTC). Every dollar of HTF leverages an estimated $10.04 from other public and private
sources®. HTF has been a successful model for serving individuals at the lowest incomes who are not as well
supported through other programs and should continue to be supported.

Federal Investments Are Critical

Without federal support, many state and local housing supply efforts would not be feasible. For example,
$700,000 in HOME funding enabled the small community of Owensboro, Kentucky to build 12 units of
affordable, permanent housing for those transitioning out of homelessness from the Daniel Pinto Shelter”.
Additional funding leveraged for the Nicky Hayden Apartments included $600,000 from the Federal Home
Loan Bank of Cincinnati, $200,000 from the Housing Trust Fund, and $91,840 in private financing.

HOME, CDBG, and HTF are key investments in housing supply—especially affordable housing—that is simply
not available to the same degree at the local and state levels. COSCDA urges the Subcommittee on Housing
and Insurance to recognize the value of these programs and commit to supporting and improving them for the
future.

L

Tess Hembree, Executive Director
Council of State Community Development Agencies {COSCDA)

5 HUD Exchange. HTF National Production Report. September 30, 2024.
¢ {bid.
7 HOME Coatition. HOME Project Profile — Nicky Hayden Apartments. N.d.
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Center for Responsible Lending

March 1, 2025

Hon. Mike Flood, Chairman
Subcommittee on Housing and Insurance
House Committee on Financial Services
2219 Rayburn House Office Building
Washington, DC. 20515

Hon. Emanuel Cleaver Il, Ranking Member
Subcommittee on Housing and Insurance
House Committee on Financial Services
2219 Rayburn House Office Building
Washington, DC 20515

Dear Chairman Davidson and Ranking Member Cleaver |1

Thank you both for the opportunity to submit a letter for the record for the March 4, 2025,
hearing, "Building Our Future: Increasing Housing Supply in America,” hosted by the
Subcommittee on Housing and Insurance of the House Financial Services Committee.

The Center for Responsible Lending (CRL) is an affiliate of Self-Help, a community
development financial institution headquartered in Durham, NC. Since 1980, Self-Help has
provided over $11 billion in financing to 168,000 families, individuals, and businesses
underserved by traditional financial institutions. Self-Help has accomplished that goal by
financing hundreds of homebuyers each year and providing affordable financing for nonprofits,
child-care centers, community health facilities, public charter schools, and other residential or
commercial real estate projects. Through its credit union network, Self-Help also serves over
190,000 people by offering a full range of financial products and services in states
nationwide—including North Carolina, South Carolina, California, Illinois, Florida, Georgia,
Washington State, and Wisconsin.

Since 1969, the nonprofit National Consumer Law Center® (NCLC®) has used its expertise in
consumer law and energy policy to work for consumer justice and economic security for low-
income and other disadvantaged people in the United States. NCLC's expertise includes policy
analysis and advocacy; consumer law and energy publications; litigation; expert witness
services; and training and advice for advocates. NCLC works with nonprofit and legal services
organizations, private attorneys, policymakers, and federal and state government and courts
across the nation to stop exploitative practices, help financially stressed families build and
retain wealth, and advance economic fairness.
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The lack of housing supply is a significant issue and presents a barrier to homeownership. The
Urban Institute calculates that there is a supply shortage of 4.9 million housing units. We are
grateful that the Subcommitiee is holding this hearing and recognizing the role these supply
shortages play in the housing crisis.

However, housing supply is only one half of the housing crisis problem; the other half is
affordability. Homeownership rates will notincrease, no matter how many new homes are
built, if these homes are too expensive for consumers to purchase. Several proposed policies
and actions advanced both by members of the 119th Congress and by the second Trump
Administration have the potential to increase unaffordability, thus undermining the positive
effect an increase in housing supply will have in helping to relieve the housing crisis.

First, the Administration's tariffs and deportation policies will increase the costs of building
these new homes. The proposed tariffs will increase construction costs by as much as 25%
because the Administration has proposed 25% tariffs on all imports from Canada including
lumber -- one of the most imported materials from Canada.? Other building materials tike
steel and aluminum are also expected to be taxed with tariffs, further increasing cosis above
this 25%. Labor is always the most expensive category in any construction project. The loss of
skilled and unskilled labor through increased deportation policies will skyrocket labor costs.
This labor shortage will also slow down the number of new homes that can be built because
there will not be enough workers to meet the current supply demand. These additional costs
will raise the price of these new homes, resulting in their being unaffordable to many
consumers.

Second, affordability rests on consumers' ability to access credit at reasonable rates. The
Administration's plan to significantly cut the federal workforce of the Consumer Financial
Protection Bureau (CFPB) and the Federal Housing Administration {FHA) at the U.S.
Department of Housing and Urban Development (HUD) will negatively impact access to credit.

The CFPB has created concrete standards like the qualified mortgage safe harbor to the ability-
to-repay rule, which creates more predictability and certainty in the lending process and lowers
financial institutions' litigation costs by barring some claims from being filed. The CFPB also
provides stability to the mortgage marketplace through standardization of practices and forms,
which lowers financial institutions' costs. These cost saving actions result in increased access
to affordable credit for more consumers.

? Patel, Elena, Aastha Rajan, and Natalie Tomeh. "Make [t Count: Measuring Cur Housing Supply Shortage."

Brookings Institution, 26 Nov. 2024, hilps://www.brookings.edu/articles/make-it-count-measuring-our-
ing- -sho

2"Trump lumber tariff threat is latest headache for homebuilders.” Axios, 1 Mar. 2025,

https://www.axios.com/2025/03/01/trump-tariffs-lumber-homes.
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A significant cut to the FHA workforce will result in limiting the number of new homeowners. “In
FY 2024, FHA insured more than 498,000 first-time homebuyers.... [plroposed reductions
would curtail FHA's ability to originate loan guarantees and manage assets. Without the ability
to process and issue mortgage insurance in a timely fashion, lenders will decline to participate
in FHA lending...and prospective homeowners find their home mortgage options increasingly
limited. Further, the effects would have a disproportionate impact on working class families.
FHA mortgages are often the debt products of "last resort” for borrowers whose credit scores or
loan-to-value ratios disqualify them from more conventional options.”® At the same time, plans
to cut staff at the FHA National Servicing Center in Oklahoma will prevent FHA homeowners
from resolving problems with their mortgage servicers, resulting in unnecessary foreclosures
and avoidable losses to the FHA insurance fund.

We understand that the Subcommittes has decided not to investigate affordability during this
hearing. We urge the Subcommittee to give affordability equal weight when addressing the
housing supply shortage. Failing to address affordability will exacerbate the housing crisis
instead of alleviating it.

Thank you again for the opportunity to present our thoughts for the hearing record.

Sincerely,

The Center for Responsible Lending

National Consumer Law Center (on behalf of its low-income clients)

2 Up for Growth Staff. "What HUD Cuts Could Mean for Housing Supply.” Up for Growth, 24 Feb. 2025,
https://upforgrowth.org/news_insights/what-hud-cuts-could-mean-for-housing-supply/.
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Statement for the Record
House Financial Services Committee
Housing and Insurance Subcommittee
“Building Our Future: increasing Housing Supply in America”
March 4, 2025

Dear Chairman Flood, Ranking Member Cleaver, and members of the subcommittee:

We write today to thank you for holding the hearing titled ‘Building Qur Future: Increasing Housing Supply in
America’, and appreciate the opportunity to submit a statement for the record.

Our organization, the National Community Stabilization Trust (NCST), is a national nonprofit that supports
families and communities by restoring distressed single-family homes, strengthening neighborhoods, and
increasing sustainable and affordable homeownership opportunities. NCST offers a muitifaceted approach to
revitalize vacant and defaulted properties, further best practices for community development across the nation,
and advance federal policies to support affordable and equitable homeownership.

To ensure NCST's policy recommendations are rooted in the practitioner perspective, we manage a
nonprofit-led advocacy coalition called the Homeownership Alliance consisting of housing organizations and
community development financial institutions (CDFls) across the country.” The Alliance ensures NCST’s policy
recommendations yield efficient delivery of affordable, owner-occupied units on the ground. Together, NCST
and the Homeownership Alliance work to elevate the successes and pitfalls of federal homeownership policies,
address the decreasing single~-family housing stock that hinders potential homebuyers from entering the
market, and advocate for enhanced resources to improve affordable homeownership opportunities for working
families.?

Single-Family Housing Supply Shortage

Today's homebuyers and homebuilders are faced with an unprecedented economic landscape due to a historic
lack of affordable supply. Record-high mortgage rates, increased construction and labor costs, and market
volatility due to inconsistent trade policy declarations are all detriments to increasing the supply of housing.
Entities seeking to add new single-family homes to the market at a price that families can afford are
experiencing trepidation and uncertainty, limiting the scale of their work. Homebuyers face serious affordability
concerns as 77% of households are unabie to afford today’s new median-priced home, further exacerbated by
the lack of affordable supply options.® In a recent report by the National Association of Realtors (NAR), the
shortage of available affordabie homes for middie-income homebuyers is drastic, with a missing 320,000
listings from the market at a value up to $265,000.4 A shrinking housing supply has constrained the

! Homeownership Alliance. (March 2025).

2 In addition to our federal advocacy work, NCST focuses on how vacant, defaulted, and distressed homes can be rehabilitated to
increase supply and thereby increase Arrerica’s homeownership rate. This is achieved through our collaboration with over 300
community buyers, as welt as our creation of the Homeownership Alliance. NCST develops innovative methods to stabilize
communities by ensuring distressed units are rehabilitated, brought into the market, and sold at an affordable price point to prospective
fower- and middle-income homeowners.
s Nati ati dders, (March 2025).

4 Housing Affordability & Supply Report. (June 2023). National Association of Realtors.
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opportunities available to those seeking to build wealth through homeownership because there simply are not
enough units.

A lack of patient, flexible capital for affordable housing also plays into this issue, as many of the existing federal
resources are not adequately designed to support single-family homes. Many of these programs coutd benefit
from simple, no-cost regulatory reforms to ensure the public dollars flow efficiently, make an impact on the
ground, and are executed due to their statutory purpose. It is important to note that programmatic reform does
very little to support supply without programmatic investment, and we call on Congress 1o provide sufficient
funding for federal programs that support affordable housing development under both the Department of
Housing and Urban Development (such as HOME, CDBG and SHOP) and the Department of Treasury (such
as the CDFI Fund).

importance of a Nonprofit Delivery System

itis NCST’s fundamental belief that robust engagement with on-the-ground, mission-driven practitioners is a
central component in increasing homeownership. Many nonprofit housing organizations revitalize the nation's
dormant housing stock through acquiring and rehabilitating distressed assets, and their commitment to
affordability increases opportunities for families to own their own homes versus relying on market forces alone.
Embracing a nonprofit delivery system as a method to responsibly rehabilitate and resell distressed properties
guarantees these units are kept in the hands of owner-occupants. Additionally, nonprofit developers expertly
navigate the complex housing finance space to add to the number of newly-constructed homes to the market -
while selling the homes at an affordable price as is their mission.

Housing nonprofits have their finger on the pulse of the economic challenges faced by everyday Americans,
and can expertly leverage federal funds, pair public dollars with private investment, and weave around the
ever-changing regulatory environment to ensure development resources are put to their statutorily-intended
uses. In fact, some members of the Homeownership Alliance have cited instances of potential, and in some
cases successful, collaboration between mission-based nonprofits and private investors. Adding to our waning
housing supply in communities across the nation will require a wide variety of financing tools; as the
subcommitiee determines legislative priorities to reform existing housing programs to maximize efficiency, ease
of nonprofit participation must be a priority.

Supporting mission-driven developers as key contributors to supply for homebuyers will ensure an increase of
affordable units for working families. Nonprofit organizations, including NCST’s community buyers and
members of the Homeownership Alliance, are best equipped to respond to community needs. Willing investor
partners can provide the sale of properties to expand the portfolio of units available for sale at affordable rates.
This unlocks more supply opportunities for owner-occupancy, as well as responsibly-managed rental units
while charting a path for homeownership. Congress can support these efforts by providing flexible capital to
nonprofit developers.® incentivizing these partnerships wherein a for-profit entity empowers a nonprofit's
mission, and designing national programs based on proven local models.

S NCST and the Homeownership Alliance commend the release of the i jon - Fi i i program through the
CDF} Fund and strongly encourage the continued support and funding to maximize its impact. This $100 million in affordable housing
supply resources is a critical tool for developers seeking to finance the production of much-needed affordable homeownership
opportunities. As the demand for affordable homeownership continues to grow, sustaining and expanding this program will be essential
to ensuring that even more low- to moderate-income individuals obtain affordable homeownership.
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The Neighborhood Homes Investment Act

Congress can also support affordable supply by passing the Neighborhood Homes Investment Act.® This
bipartisan legislation would create a tax credit to build or rehabilitate 500,000 owner-occupied homes over a
decade. NCST supports the Neighborhood Homes Investment Act as a way to bridge the valuation gap faced
by many communities where the price of the home is lower than the cost to construct or rehabilitate. With this
mission in mind, NCST co-leads the Neighborhood Homes Coailition, a collective advocacy effort aimed at
advancing the Neighborhood Homes Investment Act to passage.”

if signed into law, the Neighborhood Homes investment Act would create a first-of-its-kind federal tax credit
that is solely focused on increasing affordable homeownership through incentivizing single-family development.
The subcommiittee rightly points out that the lack of single-family housing is especially pronounced. A
Neighborhood Homes tax credit would address this issue by covering the gap between the cost of building or
renovating homes and the price at which they can be soid to working families. This makes renovation and new
home construction possible in a way that does not exist under our nation’s current economic conditions. The
Neighborhood Homes Investment Act creates jobs, stabilizes communities, and provides a much-needed
resource for developers to access in order to ensure single-family homes are built and purchased at an
affordable pricepoint.

NCST’s Expansion of Affordable Owner-occupied Supply

Acquisition Bridge Fund. One avenue to create new homeowners is through NCST’s launch of the Acquisition
Bridge Fund (ABF). This initiative provides early mission-based bridge capital to support home seekers who
have been pre-approved for conventionai or portfolic mortgage financing for a home purchase. This bridge
capital helps home seekers operate competitively in limited-supply markets with cash buyers, including large
institutional investors. Eligible properties include single-family properties with a purchase price at or below
$250,000. Ensuring affordability for these homebuyers is crucial, particularly as home prices remain out of
reach for many families, resulting in a below-average homeownership rate.®

ABF is sfructured as a revolving fund using philanthropic investments to help homebuyers access early, flexible
capital to purchase residential properties and compete with cash investors. Eligibie ABF homebuyer clients can
access this resource by working with NCST to identify an eligible property for the program, after which NCST
acquires the property on the homebuyer’s behalf utilizing ABF interim capital for the initial purchase. This
structure allows the homebuyer to secure their preferred property quickly and subsequently finance their
purchase of the property from NCST with the assistance of a lender.

Developing Affordable Starter Homes (DASH) Fund. NCST has also taken on a lending initiative to better

support small, emerging developers seeking to revitalize distressed communities. The DASH Fund® provides
flexible, well-priced capital to small entrepreneurs who acquire, renovate, and re-sell single-family homes to

B

7 Neighborhood Homes Investment Act. Neighborhood Homes Coalition.

® The National Association of Realtors found that first-time homebuvers made up a historic low of just 24% of all homebuyers in 2024,
(2024). National Association of Realtors.

® Dash Fund, {2024). NCST.
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owner-occupants in neighborhoods suffering from disinvestment. By supporting these developers through
flexible financing and project management, DASH helps to accelerate the production of quality, affordable units
made available for both low- and moderate-income households.

To ensure DASH yields the intended outcome of affordable owner-occupancy, completed rehabilitation projects
are limited to a maximum sales price of no more than $350,000 to preserve affordability. The small developer
receiving the funds is required to commit to homeownership as the intended outcome, and the program is
designed to support a broad group of eligible developers by providing small balance loans, as opposed to a
handful of developers conducting this work with larger credit lines.

NCST has partnered with the Neighborhood impact Investment Fund and Baltimore City Department of
Housing & Community Development to launch DASH in Baltimore. We support any Congressional efforts to
replicate this program at a larger scale, allowing CDFls and lenders greater ability to support small,
mission-driven developers in their crucial work of rehabilitating and developing dormant supply.

Eirst Look. NCST’s flagship property acquisition program, First Look, ' delivers real estate-owned (REQ) and
auction inventory to nonprofits with affordable homeownership as their central mission. First Look gives local
community buyers the opportunity to obtain properties in their market areas before the units are marketed
more broadly. In many cases, REO properties can be acquired at a discount to assist the financial feasibility for
nonprofit buyers to rehabilitate these properties for new homeowners.

Qur First Look approach has proven to be a best practice in making more single-family homes available to
eligible households and nonprofits, as opposed to large investors. Over the past 15 years, this method has
produced over 28,000 fransactions totaling over $1.8 billion and has provided over $325 million in savings to
our community buyers." Our success and experience led NCST to be a natural partner to HUD for the National
HUD First Look Program'? and facilitated FHA First Look REQ sales from 2011 to 20186. in 2022, the FHA
issued a mortgagee letter™ improving the program’s Claims Without Conveyance of Title (CWCOT) process as
a means to expand affordable housing supply. This regulatory action allowed a 30-day exclusive period, giving
buyers (owner-occupants, HUD-approved nonprofits, and government entities) an opportunity to bid on
foreclosed properties ahead of investors. NCST views this as a welcome first step and continues to engage
with the Department on additional recommendations’ to improve community outcomes amid the sale of
distressed assets.

Specifically, in order to expand the pool of certified buyers and ensure these properties end up in the hands of
responsible entities with a mission of community revitalization, NCST has called on HUD to establish a
Certified Buyer Program, managed by a qualified and experienced third-party provider on behalf of HUD, solely
for CWCOT First Look eligibility. The Preserving Homes and Communities Act of 2024, introduced by Senator
Jack Reed (D-R), would codify such a program into law, permitting well-equipped nonprofit entities, such as
NCST, to carry out activities related to approval and monitoring under CWCOT."®

' property Acquisition, (2024). NCST.

"t About, (2024), NCST.

'2 EHA First Look Sales Method for NSP Grantees, (2024). Department of Housing and Urban Development.
 Mortgages Letter 2022-08 (May 2022). Department of Housing and Urban Development.

' NCST's Response to ML 2002:08, (June 2022). NCST.

5.3784.
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For over a decade, we have collaborated with our broad pool of buyers purchasing distressed assets and
returning them to productive use in communities. Not only does this legislation have the potential to unlock new
affordable supply for aspiring homeowners, but it would prioritize economic mobility for American families over
corporate investor interests. As such, we urge Congress to take swift action in reintroducing and passing the
Preserving Homes and Communities Act.

NCST appreciates the opportunity to submit a statement for the hearing record, and stands ready fo further
collaborate with the subcommittee on any of the items articulated herein. We thank the subcommittee for
prioritizing the importance of affordable homeownership through increasing housing supply.

Sincerely,

The National Community Stabilization Trust (NCST)
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Published
Feb 01,2025

Contacts:

Elizabeth Thompson

ethompson@nahb.org (mailto;ethompson@nahb.org)
AVP Media Relations
{202) 266-8495

Stephanie Pagan

spagan@nahb.org (mailto:spagan@nahb.org)
Director, Media Relations
(202) 266-8254

Carl Harris, chairman of the National Association of Home Builders (NAHB) and a custom
home builder from Wichita, Kan., issued the following statement after President Trump
announced an across-the-board tariff of 25% on Canadian and Mexican goods coming
into the United States:

"On President Trump's first day in office, he issued an executive order
(https://www.nahb org/news-and-economics/press-releases/2025/01/nahb-commends-pret. -
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trumps-exscutive-order-on-housing) directing departments and agencies 1o deliver emergency
price relief by pursuing actions to lower the cost of housing and increase housing supply.
This move 1o raise tariffs by 25% on Canadian and Mexican goods will have the opposite
effect. More than 70% of the imports of two essential materials that home builders rely on
— softwood lumber and gypsum (used for drywall) — come from Canada and Mexico,
respectively.

“Tariffs on lumber and other building materials increase the cost of construction and
discourage new development, and consumers end up paying for the tariffs in the form of
higher home prices. NAHB urges the administration
(bttps://www.nahb.org/-/media/NAHB/advocacy/docs/letter-to-president-potential-tariffs-
013125.pdf?
rev=c69h59cd8aZcdeaa71e04ac5548201b&hash=1C329F16D621AAIFCABIFCO95EQ1EBST) to
reconsider this action on tariffs and we will continue to work with policymakers to
eliminate barriers that make housing more costly and prevent builders from boosting
housing production.”
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Trump Imposes Additional 25% Tariff on
Canadian Softwood Lumber

Material Costs

Published
Feb 03,2025

Contact:

Alex Strong
astrong@nahb.org {mailto:astrong@nahb.org)

Senior Director, Federal Legislative
(202) 266-8279

This post has been updated.

President Trump on Feb. 1 announced an across-the-board tariff of 25% on Canadian and
Mexican goods coming into the United States, and these tariffs on building materials will
raise construction costs and harm housing affordability. As of Feb. 3, tariffs on both
countries have been delayed for one month as negotiations continue.

The 25% tariff on softwood lumber products from Canada would be in addition to an
effective 14.5% duty rate already in place, meaning that the overall effective Canadian
lumber tariffs will rise to nearly 40%.
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NAHB Chairman Carl Harris issued the following statement in response to the White
House action on tariffs:

“On President Trump's first day in office, he issued an executive order
(hitps://www.nahb.org/news-and-economics/press-releases/2025/01/nahb-commends-president-
trumps-executive-order-on-housing) directing departments and agencies to deliver emergency
price relief by pursuing actions to lower the cost of housing and increase housing supply.
This move 1o raise tariffs by 25% on Canadian and Mexican goods will have the opposite
effect. More than 70% of the imports of two essential materials that home builders rely on
- softwood lumber and gypsum (used for drywall) — come from Canada and Mexico,
respectively,

“Tariffs on lumber and other building materials increase the cost of construction and
discourage new development, and consumers end up paying for the tariffs in the form of
higher home prices. NAHB urges the administration to reconsider this action on tariffs,
and we will continue to work with policymakers to eliminate barriers that make housing
more costly and prevent builders from boosting housing production.”

In the week prior to the president's announcement, NAHB had been in contact with
administration officials seeking a building materials exemption on the tariffs because of
their harmful effect on housing affordability. In addition, ’
(https:/www.nahb.org/-/media/NAHB/advocacy/docs/letter-to-president-potentialtariffs-
013125.pdf?

rev=4f33c61 6b1866e46 1d&hash=C2AEFBI8FFB519145B3CADF50296B2B8)
NAHB sent a letter to the president

{https://www.nahb.org/-/media/NAHB/advocacy/docs/letter-to-president-potential-tariffs-
013125.pdf?
rev=c69b59cdBa2cdenza7le04ac5548201b8hash=1C329F16D621AASFCABIFCOSSENTEBS1)
stating that "bringing down the cost of housing will require a coordinated effort to remove
obstacles to construction, be they regulatory, labor or supply-chain related. NAHB stands
ready to work with you to accomplish these goals.” '

The letter further stated that the 25% tariffs on Canada and Mexico will be
counterproductive by slowing down the domestic residential construction industry.
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NAHB will continue to sound the alarm to the administration on the detrimental effects
that tariffs on building materials have on housing affordability and continue to seek a
tariff exemption for building materials. And we will actfveiy engage with policymakers to
reduce regulatory burdens and eliminate other obstacles that are preventing builders from
constructing more attainable and affordable housing.

Subscribe to NAHBNow

Log in or create account to subscribe to notifications of new posts.

Log in to subscribe
{(https://www.nahb.org/login )

Latest from NAHBNow
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POLITICS // TEXAS POLITICS

Texas wants more affordable housing. Insurance costs are getting in the way.

8y Megan Kimble, Austln Bureou
Feb 24,2025

@ @ ® @

Construction workers at one of severai construction sites Harris County is building 2 number of new subdivisions to replace affordable housing lost to
Hurricane Harvey on Monday, Sept. 25, 2023, in Houston,
Faguel Natallcchio/Staff photographer
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Texas wants more affordable housing. Insurance costs are getting in the way.

g
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Avenue Las Brisas was what urban planners call “naturally occurring” affordable housing. Built in 1963, the two-story
complex in Houston Heights was tidy but had off the typical problems that come with age, so rents were cheop.

An affordable housing developer bought the property in 2012 and planned to rebuild the complex with more housing for low-
income households. But last year, its insurance premiums doubled, to $2 million,

RELATED: How much is your Texas home worth? i you pay a fot for insurance, less than you might think,

ADVERTISEMENT
Artizle continues below this ad

It was a huge hit, "The insurance cost put us from basically breaking even or better into some pretty serious losses,” said Mary
Lawler, who leads the development group, a nonprofit called Avenue CDC.

Afforduble housing developers like Lawler's have been especinlly hard hit by the state’s rising insurance costs. Unlike market-
rute developers, they can't pass on increased premiums to renters, forcing some to sell off urits and others to scale back plans
for new ones. Some have seen insurance costs increase by 300% since 2020, far surpassing the price hikes for single-family
homeowners.

Between 2021 and Just year, production of new affordable rental housing in the state built with federal tax credits declined by
maore than 20%, from 5,200 units to 3,700, according to Nathan Kelley, the president of the Texas Affiliation of Affordable
Housing Providers. He cited insurance costs, interest rate hikes and property taxes us the primary reasons.

Kelley's company, the Houston-based Blazer Building, saw its property insurance premiums increase more than threefold
since 2020, from $415 to $1,315 per unit as of last year. “That's obviously dampening the ability to create new units,” he told
tawmakers in o hearing lost summer. “But it really puts o significant damper on the financiol health of existing and operating
properties.”

MORE FROM MEGAN: Texas Senate greenfights new property tax cuts despite concerns over mounting costs

ADVERTISEMENT
Asticle continues below this ad
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The squeeze comes as Texas is already grappling with a dearth of offordable housing. Texas would need to add close to
700,000 more units to meet demand from low-income households, according to the nonprofit Notional Low Income Mousing

Codalition. Texas lawmakers, including Lt. Gov. Dan Patrick, have said creating affordable housing is one of their top priorities
this session.
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Passing on the costs

Rising property Insurance rates are typically thought of as o problem for hemeowners, But for the roughly 10 million Texans

who don't own their homes, skyrocketing prices are possed along thfough higher rents — and fewer available units,

The amount of money developers are putting into instrance is a relatively small percentage of their averoll operating costs,
said Paul Fiorilly, the director of research at Yardi Matrix, o commerclal red] estate company that collects data from millions of
apartments across the country. But that expense is growing — Yardi Matrix found last year that insurance costs for
multifamily properties were increasing three times faster than their operating costs. Today, insurance represents close to 8%

of overall expenses, Fiorifla said, compared to 4% historically.

ADVERTISEMENT
Articte continues below this ad
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Thoss increases are straining even developers who build and operate market-rate apartments. Since 2020, the annual cost to
insure un apartment has increased 128% nationally, Fiorille said. By comparison, the average homeawner's insurance
premium increased by “only” 20% in that same time.

And in Texas, the increases have been even bigger. Every metro in the stote exceeded that national average, with per unit
costs in Houston increasing by 165% as of january, or $671 per unit annually.

That doesn't mean rent will increuse by that much for every apartment in Houston, *If you get o massive increase in insurance
or taxes, you can't just suddenly pass that on to residents,” said Gina Erwin, the president of GWR Management, a Houston-
based property management company. “The market drives what the rents are... If that market is $800 for a one bedroom,
you're not suddenly going to be able to get $900 just because the taxes went up or because the insurance went up.”

Erwin opted to take on a larger deductible after her insurance costs increased by more than 60%in 2023. Any domage below
$2 million across the roughly 2,200 units they own and operate will fall ta the company. “We're basically self-insured,” Erwin
said,

But market-rate developers at least have the option to raise rents. Affordable housing providers are required to charge rents
at rates determined by the state and federal programs that support offordable housing, usually calculoted as a percentage of
the median income.

AUVERTISEMENT
Article continues belowthiz ad
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“It's this constant buttle between our expenses are going up much faster than the rents that we can collect from residents
because their incomes are not increasing fast enough,” said Chris Akbari, the CEQ of ITEX. Akbari's firm mostly builds

multifamily housing using low-income housing tax credits offered through the federal government.
Property managers say they've had to respond by cutting costs in other areas, like capital investments.

“Eventually that feads to o downward spiral where if you're not preserving the asset year over year, it's depleting the quality
of the housing.” Akbari soid,

And it's not just in Houston: Affordable housing providers are feeling the crunch statewide.
“What's hurd about insurance is that we con't control it,” said Walter Moreau, the executive director of Foundation

Communities, an Austin-based affordable housing provider thot has seen its premiums double since 2022, “We cando o lot to

try to mitigate risks on our properties and reduce claims, but that only goes so far when it's o global financial product.”

ADVERTISEMENT
Articte vontinues befow this ad

Moreau has led the nonprofit for nearly three decades. During that time, he said, he's seen insurance rotes cycle up and down.

“Twice in my career, P've seen insurance rates double in a short period and then come buack down again,” he said. But this time
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FHIP:

All HUD Funded

501-001

FPE{10050 $300,000 6/1/21 ~ 6/30/22 FHIP PEI MYFC YR 1
FPEI20055 $375,000 5/1/22 - FHIP PEI MYFC YR 2

4/30/23
FEQI210077 $500,000 8/1/22 ~7/31/23 FHIP EOI - NMCC
FPE2122009 $350,000 6/1/22 - 8/31/23 FHIP PEI - ARP
FPEI20055 $425,000 5/1/23 - 4/30/24 FHIP PEIMYFCYR 3
FEQI220002 $1,300,000 | 8/15/23 ~ 9/16/24 | FHIP EOI - NMCC
FHOI220082 $434,863 9/1/23 — 8/31/24 FHOIENOC YR 1
FPEI230090 $400,000 7/1/24 - 6/30/25 FHIP PEIMY YR 1
FHOI230075 $260,000 8/1/24 ~10/31/25 | FHIP FHOI CDC
FHOI220082 $691,852 9/1/24 - 8/31/25 FHOI ENOC YR 2
FEOI230002 $1,300,000 | 9/2/24 - 9/2/25 FHIP EOI ~ NMCC
Community Compass:
C-18-TA-DC-0031 $250,000 7/1/19 - 12/31/24 | Compass Technical Assistance
Cloudburst Consulting:
Task Order No. NFHA-3599- | $35,236 4/16/24 - 1/24/25 | Subcontract under Community
601-001 Compass
Task Order No. NFHA-5503- | $53,133 4/16/24 - 1/24/25 | Subcontract under Community

Compass
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weok W kg 1627 Eye St. NW

Suite 935

‘ l ' washington, DC 20006
202.734 5007
www.dcuc.org

DEFENSE CREDITUNION COUNCIL

Jason Stverak
Chief Advococy Officer

March 3, 2025

The Honorable Mike Flood The Honorable Emanuel Cleaver Il
Chairman Ranking Member

Subcommittee on Housing and Insurance Subcommittee on Housing and Insurance
House Committee on Financial Services House Committee on Financial Services
United States House of Representatives United States House of Representatives
Washington, D.C. 20515 Washington, DC 20515

Re: Hearing Entitled: “Building Our Future: Increasing the Housing Supply in America
Dear Chairman Flood and Ranking Member Cleaver:

On behalf of the Defense Credit Union Council (DCUC) and the defense credit unions that serve our
nation’s military, veterans, and their families, we appreciate the opportunity to submit this letter for
the record regarding the critical issue of housing affordability and access for those who serve or have
served our country. DCUC represents credit unions stateside and overseas serving military and
veteran communities as well as their families, encompassing over 40 million members and having
over $525 billion in assets,

Housing stability is a crucial pillar of financial readiness for military personnel and veterans,
Unfortunately, service members and veterans face unique challenges in the housing market, ranging
from access to affordable rental housing and homeownership to difficulties in utilizing VA home
loans. These challenges not only affect individual financial well-being but also impact mission
readiness, recruitment, and retention.

Challenges Facing Military and Veterans in Housing

1. Soaring Housing Costs Near Military Installations. The rising cost of housing near military bases
disproportionately affects service members, especially junior enlisted personnel. In many areas,
Basic Allowance for Housing (BAH) has not kept pace with skyrocketing rents, leading to increased
financial strain and housing insecurity. Military families often move every few years due to
Permanent Change of Station (PCS) orders, making it difficult to build equity in homeownership.

2. Barriers to Utilizing the VA Home Loan Program. The VA home loan program is one of the most
powerful benefits available to veterans, yet many face obstacles in utilizing it. Issues include: Seller
Reluctance - Many sellers and real estate agents mistakenly believe VA loans are cumbersome,
leading them to reject offers from veterans

Appraisal Delays and Discrepancies - VA appraisals often take longer than conventional loans and
undervalue properties in competitive markets, making it harder for veterans to purchase homes.
Funding Fee Costs - While VA loans do not require a down payment, funding fees can be costly,

discouraging some veterans from utilizing the benefit.

Serving Those Who Serve Our Country
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3. Housing Affordability and Homelessness Among Veterans. Rising home prices and interest rates
have made homeownership increasingly unattainable for many veterans. Homelessness among
veterans remains a persistent issue, with many struggling to access stable, affordable housing despite
federal assistance programs.

4. Lack of Mortgage Lending Flexibility for Defense Credit Unions. Defense credit unions play a
crucial role in providing mortgage lending and financial education to military families, yet they face
regulatory hurdles that limit their ability to offer competitive mortgage products.

Proposed Solutions

1. Increase and Modernize Basic Allowance for Housing (BAH). Congress should commission a
study to evaluate whether BAH accurately reflects rental costs in high-cost military housing areas and
adjust it accordingly.

2. Improve the VA Home Loan Program. Educate Realtors and Sellers - Expand efforts to educate
realtors, sellers, and lenders on the benefits of VA loans and dispel misconceptions. Streamline VA
Appraisals - Reduce processing times and modemize appraisal methods to reflect competitive market
conditions. Reduce Funding Fees for First-Time Veteran Buyers - This would encourage greater
utilization of the benefit.

3. Expand Affordable Housing Solutions for Veterans. Strengthen partnerships between government
agencies, nonprofit organizations, and financial institutions including defense credit unions to develop
more affordable housing options for veterans. Expand federal grant programs that support veteran-
focused housing developments.

4. Allow Defense Credit Unions Greater Flexibility in Mortgage Lending. Support regulatory reforms
that reduce unnecessary compliance burdens on credit unions offering VA home loans.

DCUC and its member credit unions stand ready to work with Congress to address these critical
issues. Housing stability is essential for the well-being of our nation’ s military personnel, veterans,
and their families. We urge the Subcommittee to prioritize solutions that ensure our servicemembers
and veterans have access to affordable, stable housing.

Thank you for your leadership on this issue. We appreciate your continued support of those who serve
our country and look forward to collaborating on these efforts.

Should you or your team have any questions or desire additional information, please do not hesitate to
contact me at 202.557 8528 or by email at jstverak@dcuc.org.

Sincerely,

\m_

Jason Stverak
Chief Advocacy Officer
DCUC



199

|
1INARPM"

National Association of Residential Property Managers

March 3, 2025

The Honorable French Hill The Honorable Maxine Waters
Chairman Ranking Member

House Committee on Financial Services House Committee on Financial Services
2129 Rayburn House Office Building 4340 O’Neill House Office Building
Washington, DC 20515 Washington, DC 20515

The Honorable Mike Flood The Honorable Emanuel Cleaver
Chairman Ranking Member

Subcommittee on Housing and Insurance Subcommittee on Housing and Insurance
2129 Rayburn House Office Building 4340 O’Neill House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Hill, Chairman Flood, Ranking Member Waters, and Ranking Member Cleaver:

On behalf of the National Association of Residential Property Owners (NARPM™), thank
you for holding the hearing entitled, “Building Our Future: Increasing Housing Supply in
America.” We appreciate your attention to these important topics and your leadership on issues
critical to our members and the American economy.

By way of background, the National Association of Residential Property Managers is an
association of real estate professionals who know first-hand the unique problems and challenges
of managing single-family and small multifamily residential properties.

Founded in 1988, NARPM provides a permanent trade organization for the residential
property management industry. It continues to be the premier professional association of
residential property managers, currently representing approximately 6,000 members comprised
of real estate agents, brokers, managers, and their employees. Our organization promotes a high
standard of business ethics, professionalism, and fair housing practice. NARPM also educates its
members on the standards and practices of the residential property management industry and
promotes continuing professional education. Our members focus on managing single-family and
small multifamily residential properties, an asset class overwhelmingly composed of small
landlords.

We appreciate the direct focus of this hearing on issues related to the lack of housing
supply in this nation. Our members know firsthand how this lack of supply affects young
families, particularly those in moderate-income price ranges. And, as housing costs increase, we
know that increases the political pressure for flawed policies like rent control that have the net
effect of making the problem worse and hurt those families such policies are intended to help.

1403 Greenbrier Parkway, Suite 150, Chesapeake, VA 23320 | P: 800-782-3452 | www.narpm.org
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Chairman Hill, et al
March 3, 2025
Page 2

The real key to addressing affordability is to address the lack of housing supply. As real
estate professionals, we see the regulatory barriers that our clients and others encounter in trying
to produce new housing units. Housing affordability is driven by a variety of factors including
income levels, land and resource availability, population growth, and housing supply-demand
imbalance. In addition, the regulatory and administrative barriers present in each jurisdiction
play a significant role in housing’s overall affordability. Research has shown that nearly one-
third of housing development costs are derived from these barriers. They have the dual effect of
artificially restricting the number of units developed and adding cost to those that are produced, a
true double hit on American families looking for affordable housing.

We believe that the legislation in today’s hearing represents a solid start to address issues
that hamper housing production and by extension, housing affordability. We support the
Identifying Regulatory Barriers to Housing Supply Act. This legislation helps eliminate barriers
to housing development by requiring certain Community Development Block Grant (CDBG)
program recipients to submit to the Department of Housing and Urban Development information
regarding their implementation of certain land-use policies, such as policies for expanding high-
density single-family and multifamily zoning.

Likewise, we support the Housing Supply and Innovation Frameworks Act. Thisis a
natural extension of the work of the ldentifying Regulatory Barriers to Housing Supply Act.
Sustainable state and local land-use policies that yield the housing units needed to meet demand
come from careful planning, balance, and thought. To the extent that the Department of Housing
and Urban Development (HUD) can curate, develop, and share best practices and policies with
communities across the nation, we can ensure that every community is positioned and
empowered to prosper and thrive.

Moreover, we support the Housing for America’s Middle Class Act as it will help ensure
that we do not lose focus on how housing affordability programs affect middle-income families,
and it will ensure that there is a more uniform definition of workforce housing.

Thank you for your consideration of our views. If you have questions, please feel free to
reach out to our legislative team at legislativeinfo@narpm.org or (800) 782-3452.

With kind regards, T am
Sincerely,

L 8Dty

Gail Phi]l\ips, CAE
NARPM* CEO

cc: House Financial Services Committee Members
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Testimony of the National Community Development Association

For the Record

Subcommittee on Housing and Insurance
Hearing — Building Our Future: Increasing Housing Supply in America

Chairman Flood, Ranking Member Cleaver, and distinguished members of the Subcommittee, the
Mational Community Development Association (NCDA) is pleased to submit this written testimony for
the record. NCDA is a non-partisan association committed to assisting local governments achieve high
quality, locally responsive programs for making communities better places in which to live and work.
NCDA represents over 500-member local governments that administer the Community Development
Block Grant (CDBG) program and the HOME Investment Partnerships (HOME) program, key federal
resources for increasing housing supply. The following are recommendations for some changes to
existing HUD programs that we believe will make these programs more useful as tools to increase the
supply of housing.

Community Development Block Grant Program

Created in 1974, the Community Development Block Grant (CDBG) Program provides annual funding to
over 1,200 states, local jurisdictions, and insular areas to provide decent housing, a suitable living
environment, and expand economic opportunities for low- and moderate-income people. The program
focuses on four major activities: affordable housing, infrastructure, services, and economic
development. The program allows communities to design and implement strategies tailored to meet
local needs and priorities. State and local governments work with their local program partners and
harness input from the public to develop community development projects.

Using the CDBG Program for Affordable Housing

CDBG program can be used to preserve existing affordable housing and to increase the stock of
affordable housing. The single largest use of CDBG funds for affordable housing is the rehabilitation of
owner-occupied single-family housing for low and moderate-income homeowners. Many lower-income
homeowners simply cannot afford to make necessary repairs and improvements without financial assistance.
These households are oftentimes seniors on fixed incomes and working families with limited budgets
and options for financing home repairs.

Since FY 2005, the program has assisted over 1.2 million low- and moderate-income households to
rehabilitate their homes.' CDBG funds are used by local governments to provide flexible financing in the
form of deferred payment loans, forgivable loans, grants, and amortizing loans with very low interest
rates to help families repair their homes.

! 5. Department of Housing and Urban Devel CDEG National Accompl Report.
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CDBG can be used to increase the stock of affordable housing by acquiring and rehabilitating existing
housing for rent or sale to low- and moderate-income people. CDBG can also assist in developing new
rental units by providing funds for property acquisition, site clearance and assemblage, and site
improvements. Since FY2005, the CDBG program has funded multifamily rehabilitation improvements
that assisted over 220,000 households.?

CDBG funds can be used to provide direct assistance to a homebuyer to assist them in purchasing a
home in several ways. CDBG can be used to pay for downpayment and closing cost assistance and for
services such as housing counseling, credit counseling, and financial management classes. CDBG can
directly finance or subsidize financing for homebuyers through several avenues: amortizing loans,
deferred payment loans, forgivable loans, grants, interest-rate write-downs, principal write-downs, and
the payment of private mortgage insurance.

CDBG can be used to assist in the development of new affordable housing by funding the acquisition of
land, demolition of existing structures, or installation of utilities and other infrastructure. Unfortunately,
CDBG funds cannot be used to assist in new housing construction except in very limited circumstances, if
the housing project is carried out by a Community-Based Development Organization (CBDO) as part of a
comprehensive local neighborhood revitalization plan. In FY24, less than one percent of CDBG funding
was used for new construction of housing and NCDA believes this is because of the restrictions
mentioned previously in this paragraph. Local governments need to be able fo use all the available tools
to address the affordable housing crisis and the CDBG program is one tool that most communities have
available if the restrictions on new housing construction are lifted. While the HOME program does allow
new construction of housing, less than one-third of CDBG grantees receive HOME program funding.

Recommendation: Amend the CDBG statute to include new construction of housing as an eligible
activity without any restrictions.

With rising costs, stagnant CDBG allocations, and increased local demand, the CDBG program is not able
to meet existing needs. Local grantees report receiving more CDBG funding requests than they can
accommodate. The cost of labor and materials related to the program’s two major activities, housing
and infrastructure, has increased exponentially. And, with rising inflation and housing costs, more
people need CDBG assistance.

Recommendation: Support no less than $4.2 billion for the CDBG program in FY2026.
Provide Flexibility to CDBG Administrators

Do Not Use the CDBG Consolidated Plan to Track Land Use and Zoning Reforms

NCDA opposes legislation that expands the administrative burden of CDBG grantees. Legislation
such as the “Identifying Regulatory Barriers to Housing Supply Act” would require CDBG grantees to
track twenty-two land use and zoning reform policies through the Consolidated Pian. CDBG
grantees, many of which are smalil communities, are overwrought with program reporting and
administrative requirements that take away from project implementation. The current CDBG
Consolidated Plan already requires grantees to identify and address regulatory barriers to
affordable housing. This onerous requirement will add another layer of administrative burden to

2 Ibid
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already shrinking budgets. This legislation, if enacted, would require CDBG grantees to implement a
separate plan to change certain land use policies. Many CDBG grantees have zero control over local
land use policies and this requirement wiil prevent them from receiving their annual CDBG
allocations if a plan is not adopted. it will hold federal CDBG funding hostage for those communities
unable to change local zoning laws.

Recommendation: A more reasonable solution is laid out in the “Housing Supply and Innovations
Frameworks Act” that directs the U.S. Department of Housing and Urban Development to publish
guidelines and best practices for zoning reform.

Eliminate the CDBG Timeliness Test

The CDBG program timeliness test requires local CDBG grantees to have no more than one-half times
their annual grant in their fund balance, 60 days prior to the end of their program year. No other
federal program requires such a timeliness test. Due to the late finalization of annual appropriation
bills, CDBG allocations are released months after the start of the federal fiscal year causing grantees
to receive their grant agreements after the start of their program year which causes extreme delays
in project implementation leading to untimely program spending.

Further, the timeliness test discourages grantees from undertaking large-scale, multi-year
construction projects such as larger multi-family housing development because of the need to keep
program balances low each year. Many construction projects in the northern and midwestern part of
the country have difficulty meeting the standard due to the short construction season.

Recommendation: Delete the CDBG timeliness test from the regulations.

Increase the CDBG Public Services Cap and Remove it for Some Activities

The 15% cap on public services hinders the ability to expand the use of CDBG funds to provide
critical services to vuinerable residents. We urge you to amend the CDBG statute to Increase the
public services cap to at least 20% and remove it for housing and homelessness activities. This
change would enable grantees to more effectively address the current housing crisis by allowing for
increased services to prevent homelessness and keep vulnerable residents housed through interim
assistance such as rent, utilities, and mortgage payments.

HOME Investment Partnerships (HOME) Program

Affordable housing continues to be an overarching issue impacting communities nationwide and
the HOME Investment Partnerships {HOME) program is the primary federal resource available for
communities to build new affordable rental and homeowner housing. Since 1992, the HOME
program has produced more than 1.37 million units of affordable housing.® The HOME program
provides funding to state and local governments for the construction and preservation of single-
and multifamily for rental or homeownership, rehabilitation of owner-occupied housing, tenant-
based rental assistance, and assistance to homebuyers. Rising rents and construction costs are
putting people at risk of homelessness and pricing them out of owning a home. These rising costs
and the reduction of funding have diminished the impact of HOME program as a tool for increasing
housing production.

dus. Department of Housing and Urban Development, HOME Investment Partnerships (HOME]) Program National Production Report,
December 31, 2024.
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Recommendation: Support no less than $2.5 billion for the HOME program in FY26.
Provide Program Flexibility

Enhanced program flexibility helps participating jurisdictions address local affordable housing needs
more quickly, including the expansion of affordable housing.

Community Housing Pevelopment Organization (CHDQ} Set-Aside
Adding units to the affordable housing stock should be the priority of the HOME program regardless of

who is developing the units. However, grantees are required to reserve 15% of their HOME funding for
housing to be developed owned or sponsored by CHDOs. While funding a CHDO should continue to be
an allowable expense, the set aside does not work for areas without a willing organization to stepinasa
CHDO. Also, for small grantees the 15% set-aside is too small an amount to incentivize a CHDO to
participate in the HOME program.

Recommendation: Allow the CHDO set-aside to be an option for participating jurisdictions, not a
requirement.

Increase the HOME Program Administrative Cap

The administrative burden of developing, underwriting, and monitoring HOME-funded projects has risen
to a level of unsustainability because of stagnant program funding. More funding for program
administration is needed for state and local grantees to add more staff capacity. This is especially
important for grantees with many HOME units that must be inspected and monitored each year.

Recommendation: Increase the HOME administrative cap from 10% to at least 15%.
Other Federal Deterrents to Expanding the Affordable Housing Supply

Davis-Bacon and Related Acts

Davis-Bacon Act prevailing wages are required for all non-residential construction and
rehabilitation work over $2,000 and for residential construction and rehabilitation of 8 or more
units of housing in projects assisted with COBG and in projects with 12 or more HOME-assisted
units. The Davis-Bacon Act threshold has not increased since its enactment in 1931. The low
threshold means that small projects with minimal federal funding are subject to the prevailing
wage compliance requirements which are administratively burdensome for grantees, small
contractors, and small business owners. Reasonable thresholds are needed to ensure smail
projects with minimal federal funding are not burdened by this compliance requirement.

Recommendation: Apply the Davis-Bacon Act prevailing wage requirements only to residential
construction contracts receiving more than $200,000 in CDBG or HOME funding and at least 12
or more CDBG or HOME-assisted units. The dollar threshold should be adjusted periodically.

Build America, Buv America (BABA)

The Build America, Buy America Act requires that all iron, steel, manufactured products, and
construction materials used in federally funded projects in the U.S. be produced domestically. The
requirement reduces the pool of available suppliers for contractors which leads to increased
project costs. This is particularly worrisome for projects in high-cost areas, as it could further hinder

4
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the development of affordable housing. In addition, the recent tariffs on steel and lumber will
further increase costs and will likely reduce the supply of such materials.

Recommendation: Remove this requirement for federal housing programs, including HOME and
CDBG.

Thank you for the opportunity to provide comments and recommendations for increasing the
housing supply in America. NCDA is ready to work with the Subcommittee to institute changes to
make this possible.

Contact

Vicki Watson

Executive Director

National Community Development Association

vwatson@ncdaonline.org
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Questions for the Record

Subcommittee on Housing and Insurance Hearin

March 4, 2025

Chairman Flood:

Mr. Compton: As | believe you know, manufactured housing currently represents about 10% of
new home starts in the country and is among the most affordable housing options for many
Americans, especially rural Americans, including those in my home state of Nebraska.
Maximizing production from manufacturers and taking advantage of efficiencies in factory-built
processes may be among the fastest ways o boost housing affordable housing supply,
particularly given the right regulatory policies in Washington.

1. When you were before the committee last year, you spoke to energy conservation
standards for manufactured housing as one place ripe for streamlining. Care to elaborate
on what needs to be done there in your view?

2. What other regulatory policies would you recommend the administration or Congress
consider for streamlined, rationalized, or eliminated to help remove barriers to additional
manufactured housing production?

Chairman Flood:

1. Costs to the consumer need to be considered more closely in connection with mandates for
energy savings in manufactured housing. In many areas, we are past the point of diminishing
returns where the value of energy savings is significantly outstripped by the cost of achieving
them. We should have more humility in our regulatory approach, and even if itis a close call,
there should not be a regulatory mandate. Instead, we should et the free market make
determinations. This is especially the case with manufactured homes which often have
significantly greater financing costs associated with them, making increased capital costs for
energy improvements atl the more expensive.

2. The structure of the Manufactured Housing Consensus Committee should be reconsidered.
While laudable in theory, in practice operating under the Federal Advisory Committees Act, it
typically stows regulatory innovation. Bolder action, such as the adoption of a “regulatory
sandbox”, should be considered. This would permit manufacturers 1o try new methods under
regulatory supervision, but outside the stricture of existing regulations. This would be particularly
helpfulin bringing innovation to the industry, as well as supporting smaller, more nimble
patrticipants.
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Questions for the Record
Subcommittee on Housing and Insurance Hearing
“Building Our Future: Increasing Housi Ly i erica”
March 4, 2025

Rep. De La Cruz:

1. Mr. Compton, what do you see as the best ways to incentivize private businesses to
play a greater role in addressing housing supply?

a. Mr. Compton, in your testimony you suggest making HUD study and quantify
the cost of regulatory delays on housing production. Can you talk more about
this? What do you think this study would yield?

Representative De La Cruz:

1. Reducing regulatory burden and uncertainty would make the business proposition of buitding
and selling houses more attractive. We should also encourage more avenues for equity
investment in housing, both in the for-sale and rental sectors. This could be done by restoring
provisions of the Internal Revenue Code to those that existed before the 1986 Tax Act. it
eliminated the ability of most individual and small business investors to obtain the same tax
advantages for investing the production of housing that can be achieved by large financial
institutions and real estate investment trusts. This was widely foreseen to have a serious adverse
effect on housing production and today we see the results of that.

(a) There are relatively few good studies on the cost of regulation. This is particularly the case in
attempting to measure the impact of delays occasioned by regulatory requirements. In my view,
such delays not only have time value of money impacts, but in fact raise the level of required
returns to account for the uncertainty which is created. Regulations are often viewed in isolation
as they are adopted to address one perceived issue or another. However, in practice itisthe
cumutative, indeed | believe exponential, burden of all of these that weighs down housing
production. Until we have a gauge of that cumulative burden, and the negative synergies that are
within it, it will be difficult to marshal political will to make the significant changes necessary to
encourage more housing. Such an analysis could, forinstance, compare the cost of different
regulatory approaches across jurisdictions, for instance comparing Santa Clara County,
California, to Tarrant County, Texas.
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Questions for the Record
Subcommittee on Housing and Insurance Hearing
“Building Our Future: Increasing Housing Supply in America”
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Rep. De La Cruz:

1. Mr. Hughes, a recent study from the National Association of Home Builders showed that
government regulation adds nearly $100,000 to the cost of a new, single-family home.
Do you believe this is the government acting efficiently?

a. How do we lower this number?

Thank you for the opportunity to respond, Congresswoman. On average, regulations from the local,
state, and federal level account for nearly 25% of the cost of a single-family home and more than
40% of the cost of a typical apartment development. Agencies and officials at all levels of
government must thoughtfully consider the true effect regulations have on small businesses by
requiring a more thorough analysis, including indirect costs associated with a proposed rule.

For example, at the federal level, the 2024 HUD/USDA final determination on minimum energy
standards' imposes high upfront costs with marginal benefits. This determination requires HUD to
insure mortgages for new single-family homes only if they are built to the 2021 International
Energy Conservation Code (IECC) and HUD-financed multifamily housing be built to 2021 IECC
or ASHRAE 90.1-2019. A study by the Home Builders Association of Greater Kansas City found
that building to the 2021 IECC can add as much as $31,000 to the price of a new home while only
minimally increasing the energy efficiency of the home.?

Federal efforts to further regulate the housing industry must be subject to greater congressional
oversight, allow for increased public participation in the process, be based on sound data, and
should only be undertaken after a careful consideration of the costs and benefits as well as the
potential effects on small businesses.

At the state and local level, inefficient zoning and land-use regulations inhibit home construction
and drive-up costs. Federal and local policymakers should collaborate to encourage zoning laws
and local land use policy that allows greater flexibility for developers, streamlines approval
processes and reduces unnecessary fees and costs for the development process. NAHB supports
ideas such as reducing minimum lot sizes, promoting accessory dwelling unit construction,
minimizing parking requirements, and legalizing missing middle housing (townhomes and
duplexes) construction.

! Final Determination: Adoption of Energy Efficiency Standards for New Construction of HUD- and USDA-Financed
Housing: https://’www federalregister. cov/documents2024/04/26/2024-08793/final-determination-adoption-of-gnergy -

efficiency-standards-for-new-construction-of-hud--and

22021 IECC Adoption Consumer Impact: I
“onsumer-lmpact KCM ated-D.
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From the Desk of Emily Hamilton
March 31, 2025

The Honorable French Hill

United States Representative

Chairman, House Financial Services Committee
Washington, DC 20515

Re: Hearing on March 4, 2025, entitled “Building Our Future: Increasing Housing Supply in America”
Dear Chairman Hill:

After my testimony before the Subcommittee on Housing and Insurance on March 4, 2025, you requested
answers to one question submitted by Congresswoman De La Cruz and two questions submitted by Ranking
Member Waters. The questions and answers are below.

Question from Congresswoman De La Cruz

(1) Dr. Hamilton, what states and localities are playing a positive role in bringing more
housing online? How are they doing so?
a. How do outdated local zoning regulations impact our housing supply and
affordability?

Many states and localities are playing a positive role in bringing more housing online. 'll highlight three
examples:*

1. Reducing Minimum-Lot-Size Requirements in Houston

in my testimony on March 4, | mentioned the positive example of Houston’s minimum-lot-size reform.
After the city reduced minimum-lot-size requirements from 5,000 square feet down to 1,400 square feet,
approximately 80,000 small-lot homes were built at lower prices than comparable houses with larger
yards would have commanded.?

Critics of land-use deregulation sometimes argue that allowing more intensive uses of land in existing
residential developments causes the appreciation of existing houses and apartments by increasing their
land’s option value. While upzoning undeniably increases land’s option value, it can also expand housing
supply, which puts downward pressure on rents and land prices.

! These examples are from Emily Hamilton, “Improving Housing Affordability by Reducing Barriers to Housing
Construction” (Mercatus Testimony, Mercatus Center at George Mason University, December 2023).

2 Emily Hamilton, “Learning from Houston’s Townhouse Reforms” (Mercatus Policy Brief, Mercatus Center at George
Mason University, April 2023).

As an entity organized under section 501(c)(3) of the Internal Revenue Code, the Mercatus Center does not
engage in any political activity. The Mercatus Center is providing this public information to you in the same
format and in the same means as it would to any other organization or individual upon request.
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| have done research to measure the total effect of Houston’s minimum-lot-size reduction on land values,
using a 2013 expansion of the reform to create a control group.? | found no evidence that the expansion
of development rights increased land values in the affected area. Zeroing in on the parcels most likely
affected by the policy change, H found that the reform reduced land values, demonstrating that
affordability gains from increased housing supply outweighed upward pressure on land values from
expanded option value.

2, Allowing Transit-Ori d Develop t in the Washington, DC, Region

The DC region has plenty of opportunities to reduce barriers to new housing construction; however,
relative to most other high-income coastal areas, this region excels at permitting multifamily
construction, particularly along its transit corridors.* Beginning in the 1960s, officials in Arlington County,
VA, planned for multifamily construction in areas originally developed with low-rise commercial
buildings. That set off a 60-year boom in apartment construction, which has allowed the county’s
population to grow by 37 percent.

In part because of Arlington’s experience, Montgomery County, MD, and Fairfax County, VA, have also
embraced transit-oriented development in more limited areas. DC has followed suit, allowing new
neighborhoods to be built in formerly industrial areas including NoMa and the Navy Yard.

Among the country’s “Superstar Cities”*—Boston, Los Angeles, New York, San Francisco, Seattle, and
Washington—Washington has the lowest median house price. This is, in part, because it permits
multifamily housing at rates that are double or more than those in Boston, Los Angeles, New York, and
San Francisco.

3. Legalizing Accessory Dwelling Units in California

In response to growing housing-supply issues and affordability challenges in the US, state policymakers
are beginning to set limits on {ocal authority to curb housing construction. California, where these
challenges are the most dire, has led the way. The state has been particularly successful in legalizing
accessory dwelling units (ADUs), which are typically small apartments located in single-family houses.

Legislators in California first began efforts to legalize accessory-dwelling-unit construction in 1982, and in
2016 they got serious about addressing the remaining regulatory barriers hindering homeowners from
building ADUs.® In some parts of the state, most notably Los Angeles, ADU construction drastically
accelerated beginning in 2017. Today, one in four residential units in the city of Los Angeles is an ADU.

In contrast to the examples above, most jurisdictions in the US have not meaningfully reduced barriers to
housing construction—barriers that have accumulated over the past century of expanding land use
regulations. In fact, some places are still moving to make land use regulations more restrictive. A growing
body of research indicates that zoning regulations and complex permit approval processes are constraining
housing supply and raising rents and prices relative to what they would be if it were easier for the housing
market to respond to increasing demand with new supply.”

3 Emily Hamilton, “The Effects of Minimum-Lot-Size Reform on Houston Land Values,” Gityscape 26, no. 3 (2024).

4 Emily Hamilton, “How DC Densified,” Works in Progress, May 2023.

5 Aaron Renn, “Scaling Up: How Superstar Cities Can Grow to New Heights,” Manhattan Institute, January 23, 2020.
& Emily Hamilton and Abigail Houseal, “A Taxonomy of State Accessory Dwelling Unit Laws” (Mercatus Policy Brief,
Mercatus Center at George Mason University, March 2023).

7 Sanford Tkeda and Emily Hamilton, “How Land-Use Regulation Undermines Affordable Housing” (Mercatus Research
Papers, Mercatus Center at George Mason University, November 2015).
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These rules are contributing to deteriorating affordability, particularly for households that rent. While the
share of households that rent has held quite steady since the 1960s, the share of income the median renter

spends on housing has increased by more than 25 percent since then.®
Questions from Ranking Member Waters
Answers are marked in yellow highlight and underlined.

(2) Which of the following options best describes your race?
a. White or Caucasian
b. Black or African American
¢. Hispanic/Latinx
d. Asian
e. Middle Eastern/North African
f. Choose not to answer
g. Prefer to self-describe (please specify)

(3) Which of the following options best describes your gender identity?
a. Woman
b. Man
c. Non-binary
d. Transgender Man
e. Transgender Woman
f. Choose not to answer
g. Prefer to self-describe (please specify)

Thank you for the opportunity to testify and for the opportunity to contribute to the hearing’s Questions for

the Record.

Sincerely,

Emily Hamilton
Senior Research Fellow

& Emily Hamilton, “Zoning Out American Families,” Discourse, February 23, 2023,
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Questions for the Record
Subcommittee on Housing and Insurance Hearing
“Building Our Future: Increasing Housing Supply in America”
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Ranking Member Waters:

Mr. Paul Compton:

1.

Which of the following options best describes your self-identified race? (you may choose
more than one)
a. White or Caucasian
Black or African American
Hispanic/Latinx
Asian
Middle Eastern/North African
Choose not to answer
Prefer to self-describe (please specify)

®mo oo o

2. Which of the following options best describes your gender identity?

a. Woman

Man

Non-binary

Transgender Man

Transgender Woman

Choose not to answer

Prefer to self-describe (please specify)

® Mo a0 o
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Ranking Member Waters:
Mr. Buddy Hughes:

1. Which of the following options best describes your self-identified race? (you may choose
more than one)
a. White or Caucasian
Black or African American
Hispanic/Latinx
Asian
Middle Eastern/North African
Choose not to answer
Prefer to self-describe (please specify)

w Mmoo oo o

2. Which of the following options best describes your gender identity?
a. Woman

Man

Non-binary

Transgender Man

Transgender Woman

Choose not to answer

Prefer to self-describe (please specify)

® Mo ap o
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Ranking Member Waters:

Ms. Tara Vasicek:

1. Which of the following options best describes your self-identified race? (vou may choose
more than one)
a. White or Caucasian
b. Black or African American
c. Hispanic/Latinx
d. Asian
e. Middle Eastern/North African
f.  Choose not to answer
g. Prefer to self-describe (please specify)

2. Which of the following options best describes your gender identity?
a. Woman
b. Man
¢. Non-binary

d. Transgender Man

e. Transgender Woman

. Choose not to answer

g. Prefer to self-describe (please specify)
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Questions for the Record
Subcommittee on Housing and Insurance Hearing
“Building Our Future: Increasing Housing Supply in America”

March 4, 2025

Rep. Downing:

The United States national debt now exceeds $36 trillion. We spend more on interest on our debt
than we do our national defense.

1. Can you discuss the impacts higher borrowing costs have on construction and on aspiring
first-time homebuyers?

2. Would reigning-in federal spending over the long-term put downward pressure on home
prices?

Representative Downing:

1. Higher borrowing costs have distinct adverse effects on both construction and aspiring home
buyers. With respect to construction, it increases costs and risks, and for first-time home buyers
it can easily cause them to be priced out of the lower reaches of the market. Unfortunately,
higher interest rates are often a function of expectations about the future as much as the reality
of today. Governmental leaders track record over the last several years has evidenced little
political will to rein in deficits. This has created a prevailing expectation that not only will deficits
grow but the level of deficit will continue to grow, keeping interest rates, particularly long-term
interest rates, higher than they should be.

2. Inthat respect, the federal debt competes for many of the same investment dollars that
mortgage loans do. Thus, the need for greater purchases of federal debt crowd out the ability to
purchase mortgage loans, making them more expensive. The United States has the most
sophisticated mortgage finance market in the world, but that does not override basic laws of
supply and demand.
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(Original Signature of Member)
119t CONGRESS
18T SESSION H o R‘

To require certain grantees under title I of the Housing and Community
Development Act of 1974 to submit a plan to track overly burdensome
land use policies, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

Mr. FLOOD introduced the following bill; which was referred to the Committee
on

A BILL

To require certain grantees under title I of the Housing
and Community Development Aect of 1974 to submit
a plan to track overly burdensome land use policies,
and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

1

2

3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the “Identifying Regulatory
5

Barriers to Housing Supply Act”.

g:\V\H\022025\H022025.028.xml {96949112)
February 20, 2025 (1:57 p.m.}
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1 SEC. 2. PURPOSE.

2 The purpose of this Act is to discourage the use of

3 overly burdensome land use policies and remove barriers
4 to making housing more affordable in order to further the
5 original intent of the Community Development Block
6 Qrant program.

7 SEC. 3. LAND USE PLAN.

8 (a) IN GENERAL.—Section 104 of the Housing and

9 Community Development Act of 1974 (42 U.S.C. 5304)
10 is amended by adding at the end the following:

11 “(n) PraN 10 TRACK AND REDUCE OVERLY BUR-
12 pENSOME LAND USE POLICIES.—

13 “(1) IN GENERAL.—Prior to receipt in any fis-
14 cal year of a grant from the Secretary under sub-
15 seetion (b), (d)(1), or (d)(2)(B) of section 106, each
16 recipient shall have prepared and submitted, not less
17 frequently than once during the preceding 5-year pe-
18 riod, in accordance with this subsection and in such
19 standardized form as the Secretary shall, by regula-
20 tion, preseribe, with respect to each land use policy
21 described in paragraph (2) that is applicable to the
22 jurisdiction served by the recipient, a description
23 of—
24 “{A) whether the recipient has already
25 adopted the policy in the jurisdiction served by
26 the recipient;

¢\V\H\022025\H022025.028.xmi {96949112)

February 20, 2025 (1:57 p.m.}
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3
“(B) the plan of the recipient to implement
the poliey in that jurisdiction; or
“(C) the ways in which adopting the policy
will benefit the jurisdietion.

“(2) LAND USE POLICIES.—The policies de-

scribed in this paragraph are as follows:

“(A) Enaecting high-density single-family
and multifamily zoning.

“(B) Expanding by-right multifamily zoned
areas.

“(C) Allowing duplexes, ftriplexes, or
fourplexes in areas zoned primarily for single-
family residential homes.

“(D) Allowing manufactured homes in
areas zoned primarily for single-family residen-
tial homes.

“(K) Allowing multifamily development in
retail, office, and light manufacturing zones.

“(F) Allowing single-room occupancy de-
velopment wherever multifamily housing is al-
lowed.

“(@) Reducing minimum lot size.

“(H) FEnsuring historic preservation re-
quirements and other land use policies or re-

quirements are coordinated to encourage cre-

(96949112)
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4
ation of housing in historic buildings and his-
toric districts.

“(I) Increasing the allowable floor area
ratio in multifamily housing areas.

“(J) Creating transit-oriented development
zones.

“(K) Streamlining or shortening permit-
ting processes and timelines, including through
one-stop and parallel-process permitting.

“(L) Eliminating or reducing off-street
parking requirements.

“(M) Ensuring impact and utility invest-
ment fees accurately reflect required infrastrue-
ture needs and related impacts on housing af-
fordability are otherwise mitigated.

“(N) Allowing prefabricated construction.

“(0) Reducing or eliminating minimum
unit square footage requirements.

“(P) Allowing the conversion of office units
to apartments.

“(Q) Allowing the subdivision of single-
family homes into duplexes.

“(R) Allowing accessory dwelling units, in-
cluding detached aceessory dwelling units, on all

lots with single-family homes.

(96045112)
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5

“(8) Establishing density bonuses.

“(T) Eliminating or relaxing residential
property height limitations.

“(U) Using property tax abatements to en-
able higher density and mixed-income commu-
nities.

“(V) Donating vacant land for affordable
housing development.

“(3) EFFECT OF SUBMISSION.—A submission
under this subsection shall not be binding with re-
spect to the use or distribution of amounts received
under section 106.

“(4) ACCEPTANCE OR NONACCEPTANCE OF
PLAN.—The aceeptance or nonacceptance of any
plan submitted under this subsection in which the
information required under this subsection is pro-
vided is not an endorsement or approval of the plan,
policies, or methodologies, or lack thereof.”.

(b) ErrecTIVE DATE—The requirements under

20 subsection (n) of section 104 of the Housing and Commu-
21 nity Development Aect of 1974 (42 U.8.C. 5304), as added

22 by subsection (a}, shall—

23 (1) take effect on the date that is 1 year after
24 the date of enactment of this Act; and
¢\WV\H\022025\H022025.028.xml {96949112)

February 20, 2025 (1:57 p.m.}
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1 (2) apply to recipients of a grant under sub-
2 section (b), (d)(1), or (d)(2)(B) of section 106 of the
3 Housing and Community Development Act of 1974
4 (42 U.8.C. 5306) before, on, and after such date.
g\V\H\022025\H022025.028.xml {96949112)

February 20, 2025 (1:57 p.m.}
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(Original Signature of Member)
1191 CONGRESS
18T SESSION H ° R.

To require the Government Accountability Office to study and recommend
a definition for workforce housing.

IN THE HOUSE OF REPRESENTATIVES

Mr. LAWLER introduced the following bill; which was referred to the
Committee on

A BILL

To require the Government Accountability Office to study
and recommend a definition for workforce housing.

1 Be it enacted by the Senate and House of Represento-
2 tives of the United States of America in Congress assembled,
3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the “Housing for America’s
5 Middle Class Act of 2025”.

6 SEC. 2. CONGRESSIONAL FINDINGS.

7 The Congress finds that—

g\VHLD\010325\D010325.059.xmi (95761611)
January 3, 2025 (12:51 p.m.)
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4
5
6
7
8
9

10

2

(1) the lack of affordable housing in the United
States is an issue impacting millions of middle-class,
working American families;

(2) many of these families earn more annually
than the income limits for certain Federal housing
financing and benefits; and

(3) these families are often excluded from living
in neighborhoods near their places of work, schools,
shopping, and healthcare due to a lack of afford-
ability.

11 SEC. 3. REPORT TO CONGRESS.

12

Not later than 180 days after the date of the enact-

13 ment of this Aet, the Comptroller General of the United

14 States shall submit to the Congress a report that—

15 (1) identifies issues with housing affordability
16 for America’s middle-income homeowners and rent-
17 ers, including identifying geographically where hous-
18 ing is the most unaffordable for these populations;
19 (2) identifies Federal housing programs, includ-
20 ing Federal tax credits, grants, credit programs, and
21 other programs that currently benefit lower-income
22 households, which are not available to middle-income
23 households;
¢:\VHLD\010325\D010325.059.xmi {95761611)

January 3, 2025 (12:51 p.m.}
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To direct the Secretary of Housing and Urban Development, acting through
the Assistant Secretary for Policy Development and Research, to publish
guidelines and best practices for State zoning and local zoning frame-
works, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

Mr. FLoOD introduced the following bill; which was referred to the Committee
on

A BILL

To direct the Seeretary of Housing and Urban Development,
acting through the Assistant Secretary for Policy Devel-
opment and Research, to publish guidelines and best
practices for State zoning and local zoning frameworks,
and for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the “Housing Supply and

5 Innovation Frameworks Act”.

G \W\E\D22625\E022625.010.xmi {971139i6}
February 26, 2025 (3:03 p.m.)
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1 SEC. 2. FINDINGS.
2 Congress finds the followings:
3 (1) As of 2022 in the United States, there was
4 an estimated housing shortage of 3,850,000 homes.
5 This housing supply shortage has resulted in a
6 record number of cost-burdened households across
7 regions and spanning the large and small cities,
8 towns, and coastal and rural communities of the
9 United States.
10 (2) Several factors contribute to the under-
11 supply of housing in the United States, particularly
12 workforee housing, including rising costs of con-
13 struction, a shortage of labor, supply chain disrup-
14 tions, and a lack of reliable funding sources.
15 (3) Regulatory barriers at the State and local
16 levels, such as zoning and land use regulations, also
17 inhibit the creation of new housing to meet local and
18 regional housing needs.
19 (4) State and local governments are proactively
20 exploring solutions for reforming regulatory barriers,
21 but additional resources, data, and models can help
22 adequately address these challenges.
23 (5) While land use regulation is the responsi-
24 bility of State and local governments, there is Fed-
25 eral support for necessary reforms, and there is an
26 opportunity for the Federal Government to provide
G\V\E\022625\E022625.010.xml {87113916)

February 26, 2025 (3:03 p.m.}
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3
1 support and assistance to State and local govern-
2 ments that wish to undertake necessary reforms in
3 a manner that fits their communities’ needs.
4 (6) Therefore, zoning ordinances or systems of
5 land use regulation that have the intent or effect of
6 restricting housing opportunities based on economic
7 status or income without interests that are substan-
8 tial, legitimate, nondiscriminatory and that outweigh
9 the regional need for housing are contrary to the re-
10 gional and national interest.
11 SEC. 3. DEFINITIONS.
12 In this Act:
13 (1) AFFORDABLE HOUSING.—The term “afford-
14 able housing” means housing in which the occupant
15 is paying no more than 30 percent of gross income
16 for housing costs.
17 (2) ASSISTANT SECRETARY.—The term “Assist-
18 ant Secretary” means the Assistant Secretary for
19 Policy Development and Research of the Depart-
20 ment of Housing and Urban Development.
21 (3) FRAMEWORK-RELATED TERMS.—
22 (A) LOCAL: ZONING FRAMEWORK.—The
23 term “local zoning framework’ means the local
24 zoning codes and other ordinances, procedures,
¢:\W\E\022625\E022625.010.xml (97113916}

February 26, 2025 (3:03 p.m.)
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4
and policies governing zoning and land-use at
the local level.

(B) STATE ZONING FRAMEWORK.—The
term ‘“‘State zoning framework” means the
State legislation or State agency and depart-
ment procedures, or such legislation or proce-
dures in an insular area of the United States,
enabling local planning and zoning authorities
and establishing and guiding related policies
and programs.

(4) SECRETARY.—The term “Secretary”’ means

the Secretary of Housing and Urban Development.

SEC. 4. GUIDELINES ON STATE AND LOCAL ZONING FRAME-
WORKS.

(a) ESTABLISHMENT.—Not later than 3 years after
the date of enactment of this seetion, the Assistant Sec-
retary shall publish documents outlining guidelines and
best practices to support production of adequate housing
to meet the needs of communities and provide housing op-
portunities for individuals at every income level across
communities with respect to—

(1) State zoning frameworks; and
(2) local zoning frameworks.
(b) CONSULTATION; PUBLIC COMMENT.—During the

one year period beginning on the date of enactment of this

g \V\E\022625\E022625.010.xml {971139i6)
February 26, 2025 (3:03 p.m.}
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1 section, in developing the guidelines and best practices re-

2 quired under the previous subsection, the Assistant See-

3 retary shall—

4

o e N1 N

10
11
12
13
14
15
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(1) publish draft guidelines in the Federal Reg-

ister for public comment; and

(2) establish a task forece for the purpose of

providing consultation to draft guidelines published
under the previous clause, the members of which

shall include—

(A) planners and architects;

(B) advocates with experience in affordable
housing, community development efforts, and
fair housing;

(C) housing developers, including afford-
able and market-rate housing developers, manu-
factured housing developers, and other business
interests;

(D) community engagement experts and
community members impacted by zoning deci-
sions;

(E) public housing authorities and transit
authorities;

(F) members of local zoning and planning
boards and local and regional transportation

planning organizations;

(97113316}
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1 (@) State officials responsible for housing

2 or land use, including members of State zoning

3 boards of appeals;

4 (H) academie researchers; and

5 (I) home builders.

6 (e) CoNTENTS.—The guidelines and best practices

7 required under sabsection (a) shall—

8 (1) with respect to State zoning frameworks,

9 outline potential models for updated State enabling
10 legislation or State agency and department proce-
11 dures;
12 (2) include recommendations regarding—

13 (A) the reduction or elimination of parking
14 minimums;

15 (B) the increase in maximum floor area
16 ratio requirements and maximum building
17 heights and the reduction in minimum lot sizes
18 and set-back requirements;

19 (O) the elimination of restrictions against
20 accessory dwelling units;
21 (D) increasing by-right uses, including du-
22 plex, triplex, or quadplex buildings, across cities
23 or metropolitan areas, including mechanisms,
24 such as proximity to transit, to determine the
25 jurisdietional level for rezoning and ensures de-
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7
velopment that does not disproportionately bur-
den residents of economically distressed areas;

(E) review of by-right development pro-
posals to streamline review and reduce uncer-
tainty, ineluding—

(i) nondiscretionary, ministerial re-
view; and

(ii) entitlement and design review
processes;

(F"} the reduction of obstacles to a range of
housing types at all levels of affordability, in-
cluding manufactured and modular housing;

(G) State model zoning regulations for di-
recting local reforms, including mechanisms to
encourage adoption;

(H) provisions to encourage transit-ori-
ented development, including increased permis-
sible units per structure and reduced minimum
lot sizes near existing or planned public transit
stations;

(I) potential reforms to the public engage-
ment process, including—

(i) meaningful access for persons with

limited English proficiency and effective

(97113916)
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8

communication improvements for persons

with disabilities;

(i1) leveraging of virtual meeting tech-
nologies; and

(iii) proactive outreach in commu-
nities;

{J) reforms to protest petition statutes;

(K) the standardization, reduction, or
elimination of impact fees;

(L) cost effective and appropriate building
codes;

(M) models for community benefit agree-
ments;

(N) mechanisms to preserve affordability,
limit disruption of low-income communities, and
prevent displacement of existing residents;

(O) with respect to State zoning frame-
works, a model for a State zoning appeals proe-
ess, which would—

(i) create a process for developers or
builders requesting a variance, conditional
use, or zoning district change or otherwise
petitioning a local zoning or planning
board for a project including a State-de-

fined amount of affordable housing to ap-

(97113916)
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9

1 peal a rejection to a State body or regional
2 body empowered by the State;

3 (ii) establish qualifications for com-
4 munities to be exempted from the appeals
5 process based on their available stock of
6 affordable housing; and

7 (iil) establish a State zoning appeals
8 board to eonsider appeals to a variance re-
9 jection and objectively evaluate petitions
10 based on the potential for environmental
11 damage and infrastructural capacity;

12 (P) with respect to State zoning frame-
13 works, best practices on the disposition of land
14 owned by State governments for affordable
15 housing development;

16 (Q) with respect to local zoning frame-
17 works—

18 (i) the simplification and standardiza-
19 tion of existing zoning codes;
20 (il) maximum review timelines;
21 (iil) differentiations between best
22 practices for rural, suburban, and urban
23 communities, and communities with dif-
24 ferent levels of density or population dis-
25 tribution; and

G\W\E\022625\E022625.010.xml (971139l6}
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10
(iv) best practices for the disposition
of land owned by local governments; and

(R) other land use measures that promote
access to new housing opportunities identified
by the Secretary; and
(3) consider—

(A) local housing needs, including ways to
set and measure housing goals and targets;

{(B) a range of affordability for rental
units, with a prioritization of units attainable to
extremely low-income, low-income, and mod-
erate income residents;

(O) a range of affordability for homeown-
ership units attainable to low-income and mod-
erate-income residents;

(D) with respect to State zoning frame-
works, distinctions between States providing
constitutional or statutory home rule authority
to municipalities and States operating under
the Dillon rule, as articulated in Hunter v.
Pitisburgh (207 U.S. 161 (1907));

(E) accountability measures;

(F) the long-term cost to residents and

businesses if more housing is not constructed;

(97113016)
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(@) barriers to individuals seeking to ac-
cess affordable housing in growing communities
and communities with economic opportunity;

(H) consistency with respect to fair hous-
ing and eivil rights requirements;

(I) effects of adopting any recommenda-
tions on eligibility for Federal discretionary
grants under the Department of Housing and
Urban Development, the Department of Trans-
portation, and the Department of Agriculture,
and tax credits for the purpose of housing or
community development;

(J) coordination between infrastructure in-
vestments and housing planning;

(K) with respect to State zoning frame-
works, statewide mechanisms to preserve exist-
ing affordability over the long term, including
support for land banks and community land
trusts;

(L) with respect to State zoning frame-
works, guidance to States on collecting and
maintaining proactive data on the current rent-
al housing market and rental registries;

(M) public comments described in sub-

section (b)(1); and

(97113916)
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(N) other considerations as identified by
the Secretary.

SEC. 5. REPORTING.

Not later than 2 years after the date on which the

Assistant Secretary publishes the guidelines and best prac-
tices for State and local zoning frameworks, the Assistant

Secretary shall submit to Congress a report describing—

(1) the States that have adopted recommenda-
tions from the guidelines and best practices, pursu-
ant to section 4 of this Act;

(2) a summary of the localities that have adopt-
ed recommendations from the guidelines and best
practices, pursuant to Section 4 of this Act;

(3) a list of States that adopted a State zoning
framework;

(4) a summary of the modifications that each
State has made in their State zoning framework;
and

(5) a general summary of the types of updates

localities have made to their local zoning framework.

21 SEC. 6. ABOLISHMENT OF REGULATORY BARRIERS CLEAR-

22
23

INGHOUSE.

(a) IN GENERAL.—The Regulatory Barriers Clear-

24 inghouse established pursuant to section 1205 of the
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Housing and Community Development Aet of 1992 (42
U.8.C. 12705d) is abolished.

(b) REPEAL.—Section 1205 of the Housing and
Community Development Act of 1992 (42 U.8.C. 12705d)
is repealed.

SEC. 7. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to the See-
retary of Housing and Urban Development to carry out
this Aet $3,000,000 for each of fiscal years 2026 through
2030.
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(3) identifies any gaps in the inclusion of mid-
dle-income households in Federal housing programs
designed to promote affordability;

(4) sets forth recommendations for a definition

1

2

3

4

5 of “workforce housing” based on income parameters
6 in order to assist Federal agencies in including mid-
7 dle-income households under existing Federal pro-
8 grams; and

9 (5) analyzes how such a definition could relate
10 to incentives for workforce housing development

11 through Federal programs, policies, and other initia-
12 tives.
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