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Serving More Families

Managing affordability and subsidies




Yy Habitat Background

Buffalo
Building houses, Building hope

* With rising appraisal values and increasing tax burdens, houses are
becoming more expensive to own

* In prior years, managing the discrepancy between house price and family
affordability requires a substantial subsidy (average for 2016 new builds is
~$33,000)

* Large subsidies consume resources that could be used to build more houses
for families

* Today no formal approach, policy, or procedure exists today to control for
subsidy allocation and in the current environment these subsidies are likely
to increase if they are not managed effectively
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Yy Habitat Objective

Buffalo
Building houses, Building hope

* Develop a policy (or multiple policies) for managing subsidy allocation to
allow the affiliate to serve more families by rehab-ing and/or building more
houses

e Adjust program criteria to help families meet the challenges of the current
environment (i.e. rising appraisal values and tax burdens)

* Document the implementation of the HFH-NYS recommendations on House
Pricing (utilization of Total Construction Costs, Appraisal, and Family
Affordability)

* Create materials that lay out all criteria in a straight forward way. These
materials should be used to educate families on the steps in the process

11/9/2017 HFHB Subsidy Management



v Eaital  Subsidy Overview

Buffalo
Building houses, Building hope

e Construction Subsidy - Subsidy required to cover the difference between construction costs
and the appraisal value

* Family Subsidy - Subsidy given to the Family to cover the difference between the family
affordability and the appraisal value

* Mortgage Subsidy — Subsidy incurred due to 0% rate versus market rate mortgage

Example:
Cost to Build Appraisal Value Aff{ff?ﬂ?ll:rlﬁit-.-" Mortgage
150,000 120,000 825 000
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*Family Affordability is calculated using 20% of family income
**The mortgage subsidy amount in this example is subject to change depending on the associated rate. See Appendix B for more detail
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WYY Habitat Approach

Buffalo
Building houses, Building hope

* There is potential for subsidy management at
multiple points in the process

Family Affordability
Cale (% of Family
Income)

Tmiii_
O—W

Acceptance Criteria
{AMI %)

Palicy [Subsidy Cap &
Matching Logic)

Construction Appraisal
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ﬁt‘ﬂ?ﬂ.ﬁ}: Approach: AMI % Criteria

Buffalo
Building houses, Building hope

* Increasing the minimum Area Median Income (AMI) % and establishing a minimum
required income will allow for better alignment between family affordability and the
home price, which will reduce the average HFHB subsidy requirement per home

AMI % Limit by City
 Current Buffalo AMI -

$68,200 8
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**Hartford has established a minimum income of $34,000 in
addition to the FMI limit

Note: AMI S taken from HUD. All other numbers were taken
from each affiliate's website.
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JY Habitat AMI Based on Family Size

Buffalo
Building houses, Building hope

Family Size 40% AMI
1 $27,280.00
2 $27,280.00
3 $27,280.00
4 $ 27,280.00
5 $29,462.40
6 $31,644.80
7 $ 33,827.20
8 $ 36,009.60
9 $ 38,192.00
10 $40,374.40
11 $42,556.80
12 $44,739.20
2017
Buffalo AMI: $ 68,200.00

The Minimum AMI of $27,280 is for a family of 4 and will be the minimum for smaller families as well;
For families greater than 4, the amount listed is computed as part of the AMI calculation
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EL g !.?PH!.’..',!.?J Proposed Policy Criteria

Building hou Bldghp

* Minimum Family Income - 40% of Buffalo AMI
(or $27,280 whichever is greater)

* Family Affordability - 20%-25% (TBD tonight)
* Target Subsidy: SO

e Maximum Subsidy: $20,000

* House Matching Method: 2 Step

11/9/2017 HFHB Subsidy Management
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Habitat

for Humanity”®

Buffalo
Building houses, Building hope

Overview of Family Eligibility and

Matching Qualifications

150 volunteer hours,
education, etc.

(" Eligible Families (38) )

Available
Houses

A 4
>40% of AMImin| (Qualified for a House) ﬁ/latched t0 a House
W »  Matching (17) > 6
40% of AMI min (Accepted into thew ( Meet Eligibility 4 L
Apply to thle Program > Program (58) ' Criteria N A J
t 2 J t 3 \ 4
(Not Qualified for a\ House matching is
—> House (21) dependent upon Family
<40% of AMI min \ 5 ) Affordability criteria
Non-Qualified List is
reviewed annually for
h toi
changes to income L )
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TV Habitat Non-Qualified Families

Buffalo
Building houses, Building hope

The following families have been accepted into the program but not meet the minimum income
requirements to qualify for the home matching process:

Income % of Buffalo AMI
1 $3,383 4.96%
2 $10,989 16.11%
3 $15,443 22.64%
4 $15,484 22.70%
5 $20,369 29.87%
6 $21,000 30.79%
7 $21,073 30.90%
8 $21,852 32.04%
9 $22,089 32.39%
10 $22,093 32.39%
11 $23,330 34.21%
12 $24,023 35.22%
13 $24,038 35.25%
14 $24,317 35.66%
15 $25,082, 36.78%
16 $25,971] 38.08%
17 $26,217, 38.44%
18 $26,374 38.67%
19 $26,758 39.23%
20 $27,016 39.61%
21 $27,198 39.88%
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Ef“- Habitat

for Humanity®

Buffalo

Building houses, Building hope

Qualified Families

The following families have been accepted into the program and meet the minimum income

requirements to qualify for the home matching process:

| House Appraisal Values

854 Woodlawn

Average NeW \1ax Rehab

41 Kerns | 75 Poultney ‘ )
Build Appraisal Appraisal

352 East St Ave Ave Ave

Income %°fA?v‘|’|“a'° - Fp;n'czol:]’?f FA";cizr;/‘:aOf Fﬁn'ci:m"f $ 77,000| $ 80,000 $ 90,000| $ 100,000 $ 138,000
1 $28,041] 41.12% $182, $205 $229 $90,673 $99,085  $107,498
2 $28,080) 41.17% $65,670 $74,094 $82,518 $90,942, $99,366  $107,790
3 $28,609 41.95% $68,844 $77,427 $86,009 $94,592  $103,175  $111,758
4 $28,719 42.11% $69,504 $78,120 $86,735 $95,351]  $103,967  $112,583
5 $29,695 43.54% $75,360 $84,269 $93,177  $102,086)  $110,994  $119,903
6 $30,586) 44.85% $80,706) $89,882 $99,058  $108,233  $117,409  $126,58
7 $32,256 47.30% $90,726 $100,403  $110,080  $119,756)  $129,433  $139,110
8 $32,653] 47.88% $93,108 $102,904  $112,7000  $122,496]  $132,2920  $142,088
9 $35,257| 51.70% $108,732 $119,309  $129,886  $140,463]  $151,040  $161,618
10 $37,872, 55.53% $124,422 $135,784  $147,145  $158,507]  $169,868  $181,230
1 $42,524] 62.35% $152,334 $165,091]  $177,848  $190,606]  $203,363  $216,120
12 $42,853 62.83% $154,308 $167,164  $180,020  $192,876  $205,732]  $218,588
13 $43,804 64.23% $160,014 $173,155  $186,296  $199,438  $212,579  $225,720
14 $44,044| 64.58% $161,454 $174,667]  $187,880  $201,094  $214,307  $227,520
15 $44,268 64.91% $162,798 $176,078  $189,359  $202,639  $215,920  $229,200
16 $44,421 65.13% $163,716 $177,042  $190,369  $203,695  $217,021  $230,348
17 $46,358 67.97% $175,338 $189,245  $203,153  $217,060  $230,968  $244,87

Scenario Assumptions:
1. Minimum Income:

- % of Buffalo AMI of $68,200 (based on a family size of 4)

- Eligibility is based on a family income that is 40% of AMI or $27,280 whichever is greater

2. Family Affordability:

- Calculated based on 20%,21%,22%,23%,24%, and 25% of family income

-Assumes a 30 year mortgage and $3,427 in escrow payments per year

3. House Appraisal Values:

- Home values are pre-appraisals: 352 East St, 41 Kerns Ave, 75 Poultney Ave, 854 Woodlawn Ave

11/9/2017
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Ty fabital Benefits
Building hous;sr,T,aBUuiIding hope

1. Adheres to housing pricing rules (as outlined by HFH-NYS)

» Utilization of three pricing components (Construction Costs, Appraisal,

>
>

Affordability)
Accounts for true Construction costs (including donated items)
Formalizes the use of Appraisals

2. Creates an equitable approach to supporting families

» Stabilizes subsides (does not favor certain households over others)
» Offers lowest Affordability families first chance on houses that they
match to
» Stepwise increase in subsidies allows for the balancing of costs to filling
houses
10/30/2017 HFHB Subsidy Management 12



Ty Habitat Proposed Policies for vote

Building houses, Building hope

* Minimum Family Income: 40% of Buffalo AMI or $27,280
— (the family of 4 level at 40% AMI) (which ever is greater)

* Family Affordability %: TBD
* |nitial Match Subsidy: SO
* Maximum Subsidy (should a house not match): $20,000

* House Matching Method: 2 Step
— Initial Subsidy, then Max Subsidy (defined in Appendix)

* Proposed exceptions will be created for families of 8 or
more, or families requiring handicap accessibility

11/9/2017 HFHB Subsidy Management 13
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Building houses, Building hope

Appendix
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Iy Habitat - House Matching Method (2 Step)

Buffalo

Building houses, Building hope

1.

Use affordability calculation (% of family income) to determine housing price that can be
afforded for family (FA) with Initial Subsidy

* Affordability calculation is based on using: a percentage of the families income, estimated escrow (Taxes + Insurance), and
amortization of a 30 year loan at 0% interest

Start the matching process with Initial Subsidy
Starting with the family with the lowest affordable housing price (FA)

* Offer houses that have a price (P) <= a families affordable housing price (FA)

* This step helps ensure an equitable approach that does not only benefit families with higher affordability levels
Continue to present homes to families in inverse order of affordability — families only see
homes they can afford (P <= FA)

After each family has been presented with the available houses, if there are homes that have
not been matched with a family, then use the Maximum Subsidy to increase each families FA

Re-execute the matching process

If the maximum subsidy level is reached and there are homes that have not been matched with
a family, then a board presentation will be needed to either increase the maximum subsidy
threshold or sell the home on the market. This would be a policy override and would require a
board vote.

9/26/2017 HFHB Subsidy Management 15



ﬁ%\ Habitat Quallfled. Fam|I|e§
WITH Housing Subsidy

Adding the Subsidy after the initial mapping allows additional people to see more homes they can afford.

House Appraisal Values*
854 Average

41 Kerns | 75 Poultney | Woodlawn [BNEWAZIV][s B/ EVEREN )

352 East St Ave Ave Ave Appraisal ~ Appraisal

Income % of Buffalo | FA-20%of FA - 21%of FA - 22%of FA - 23%of FA - 24%of FA - 25%o0f $ 77000|$ 80000| $ 90,000|$ 100000|$ 105000|$ 138,000

AMI Income Income Income Income Income Income

WITH MAXIMUM SUBSIDY ADDED S 20,000 $ 20000|$ 20000($ 20000|%$ 20,000($ 20,000|$ 20,000

$ 57,000|% 60,000|$ 70,000|$ 80,000|$ 85000 % 118,000
1 $28,041 41.12% $65,436 $73,848 $82,261 $90,673 $99,085 $107,498
2 $28,080 41.17% $65,670 $74,094 $82,518 $90,942 $99,366 $107,790
3 $28,609 41.95% $68,844 $77,427 $86,009 $94,592 $103,175 $111,758
4 $28,719 42.11% $69,504 $78,120 $86,735 $95,351 $103,967 $112,583
5 $29,695 43.54% $75,360 $84,269 $93,177 $102,086 $110,994 $119,903
6 $30,586 44.85% $80,706 $89,882 $99,058 $108,233 $117,409 $126,585
7 $32,256 47.30% $90,726 $100,403 $110,080 $119,756 $129,433 $139,110
8 $32,653 47.88% $93,108 $102,904 $112,700 $122,496 $132,292 $142,088
9 $35,257 51.70% $108,732 $119,309 $129,886 $140,463 $151,040 $161,618
10 $37,872 55.53% $124,422 $135,784 $147,145 $158,507 $169,868 $181,230
11 $42,524 62.35% $152,334 $165,091 $177,848 $190,606 $203,363 $216,120
12 $42,853 62.83% $154,308 $167,164 $180,020 $192,876 $205,732 $218,588
13 $43,804 64.23% $160,014 $173,155 $186,296 $199,438 $212,579 $225,720
14 $44,044 64.58% $161,454 $174,667 $187,880 $201,094 $214,307 $227,520
15 $44,268 64.91% $162,798 $176,078 $189,359 $202,639 $215,920 $229,200
16 $44,421 65.13% $163,716 $177,042 $190,369 $203,695 $217,021 $230,348
17 $46,358 67.97% $175,338 $189,245 $203,153 $217,060 $230,968 $244,875

Scenario Assumptions:
1. Minimum Income:
- % of Buffalo AMI of $68,200 (based on a family size of 4)
- Eligibility is based on a family income that is 40% of AMI or $27,280 whichever is greater
Family Affordability:
- Calculated based on 20%,21%,22%,23%,24%, and 25% of family income
-Assumes a 30 year mortgage and $3,427 in escrow payments per year
. House Appraisal Values:
- Home values are pre-appraisals: 352 East St, 41 Kerns Ave, 75 Poultney Ave, 854 Woodlawn Ave

]
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