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January 21, 2020
Regulations Division, Office of General Counsel
Department of Housing and Urban Development
451 7th Street SW, Room 10276
Washington, DC 20410-0500.

On behalf of Smart Growth America and LOCUS: Responsible Real Estate Developers and
Investors, we welcome the opportunity to provide a response to the White House Council on
Eliminating Regulatory Barriers to Affordable Housing’s November 2019 Request for Information.
Smart Growth America is a national organization that empowers communities through technical
assistance, advocacy, and thought leadership to create livable places, healthy people, and shared
prosperity. We work with elected officials at all levels, real estate developers, chambers of
commerce, transportation, and urban planning professionals, and residents to improve everyday life
for people across the country through better development.
LOCUS is Smart Growth America’s national coalition of responsible real estate developers and
investors who advocate for sustainable, equitable, and walkable development in America’s cities
and towns.
As a guiding principle, we believe in the federal commitment to housing all Americans and
stabilizing communities; we urge policymakers to review federal, state, and local housing programs
with the following goals in mind:
1.
2.
3.
4.

Support balanced housing choices in suburbs, cities and rural towns.
Reinvest in America’s existing neighborhoods and communities.
Provide a safety net for American families.
Help more Americans reach the middle class.

1. Public Policy Promotes Household Spending Imbalance
For more than 70 years, the national affordable housing policy has been centered around a simple
concept of “drive until you qualify” for an affordable mortgage or rental. The traditional measure of
affordability recommends that housing cost no more than 30% of household income. Under this
view, a little over half (55%) of U.S. neighborhoods are considered “affordable” for the typical
household. However, that benchmark fails to take into account transportation costs, which are
typically a household’s second-largest expenditure. When transportation costs are factored into the
equation, the number of affordable neighborhoods drops to 26%.1 Increasingly, Americans are one
paycheck away from falling into poverty due to their dependence on expensive and unreliable
transportation options. That is simply too much. A smart growth framework looks at housing
affordability the way families do—by considering both rent or mortgage and the cost of getting to
1
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work. Providing quality housing in location efficient neighborhoods for people of all income levels is
an integral component to reducing housing and transportation costs in any community.
Whether in urban, suburban or rural markets, there is pent-up demand for walkable communities
with great amenities and a sense of place. According to Foot Traffic Ahead, SGA’s 2019 ranking of
walkable urbanism in America’s 30 largest metro areas, walkable development has a 74 percent
premium over non-walkabe neighborhoods.2 While communities, developers and transit agencies
understand the enormous economic and fiscal benefits of walkable development, they face many
federal, state, and local barriers to meeting this demand, including financing the upfront cost of
public infrastructure and development, particularly near transit stations.

Figure 1. Despite the great economic opportunity to build more mixed-income and affordable housing in vibrant walkable
places, home builders still prefer building in the exurbs due to its low regulatory environment and major government
infrastructure subsidy.3

If left unaddressed, this pent-up demand will drive prices higher, exacerbate the housing shortage,
lead to displacement, and force more American families further away from employment, health
services, and educational opportunities.
We believe that a smart growth regulatory framework is essential to creating more affordable
housing choices for more people. This framework at either the federal, state, or local level must
promote a diverse mix of housing options in smart growth neighborhoods—including single-family
homes of all sizes, duplexes, small and large apartments, studios above garages or shops,
condominiums, and lofts. In addition, the framework ensures that people with different housing
2
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needs can all live in the same neighborhood, and that residents can remain in a neighborhood even
if their housing needs change.
Specifically, we believe that outdated and over-regulated land use policies are among the greatest
barriers to affordable housing development across the country. We believe access to affordable
transportation and mobility options, and commercial and recreational opportunities also have
significant effects on the long-term affordability of housing in America. As such, our coalition and
national partners believe that, in order to reduce the costs of building and maintaining affordable
housing, our nation’s affordable housing regulatory framework should adhere to the following smart
growth principles:
●
●
●
●
●
●
●

Reinvest in America’s downtowns and Main Streets, the economic engines of big cities
and small towns alike.
Create homes for families of all income levels alongside one another.
Diversify our transportation system so Americans have a choice in how they get around.
Build streets that are safe for people walking, bicycling or using a wheelchair, as well as
driving.
Reimagine the places we have already built.
Protect our open green spaces for generations to come.
Help every town and city become a more economically prosperous, socially equitable,
and environmentally sustainable place to live.4

A smart growth approach looks different in every community. Still, the barriers to affordable housing
and equitable development outcomes stem from federal, state, and local decisions and regulations.
Currently, regulatory frameworks across the country attempt to lower housing costs by encouraging
development on land that is cheap, decentralized, and far away from jobs and services that people
rely on; they challenge the expansion of mixed-use, mixed-income communities and undermine
neighborhood form and design. Ultimately, these barriers harm Americans’ economic and social
participation, impact the economy and environment, and ignore equity in our nation’s cities and
towns.
Below, our partners have identified the greatest barriers to affordable housing development at the
state, federal, and local levels. These barriers were compiled by a coalition of nationally-engaged
real estate policy experts and professionals and real estate developers and investors.
2. Federal Barriers to Affordable Housing
Outside of Fannie Mae and Freddie Mac, the federal government is the largest single investor in
the U.S. real estate market. In 2013, Smart Growth America and LOCUS released Federal
Involvement in Real Estate: A Call for Examination; the report found that, each year, the federal
government spends approximately $450 billion on real estate through a combination of direct
expenditures and tax and loan commitments. Taken as a whole, federal real estate programs
4
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unfairly penalize families who can’t afford or choose not to buy a home, favor single-family homes
over other types, and provide financial incentives to purchase second homes when many families
still struggle to purchase or rent their first. In addition, the report found that the majority of federal
real estate funding fails to adequately support existing neighborhoods.
Federal Policy Favors Single Family over Renters
Specifically, federal loans and loan guarantees from FHA and USDA disproportionately support
single-family homes over multifamily homes. This comes at a time when demand for multifamily
housing exceeds ten-year averages in communities across the country. This, despite the fact that
multifamily products have one-fifth the delinquency rate than that for single-family housing and
demand is rising for multifamily housing across the country. Additionally, one-third of renters in the
United States live in small multifamily buildings, with more than five units but less than 50. These
buildings are in high demand but among the most difficult to finance and do not receive any
focused federal support.
Providing easier access to low-cost loans for single-family housing skews the real estate market to
build that product type over multifamily products that might otherwise be built if access to financing
was equal.5
Federal Housing and Finance Policy Encourages Costly Spending
Additionally, fiscal impact studies have shown repeatedly that reinvesting in existing neighborhoods
and redeveloping existing buildings benefits municipal budgets, local property tax bases, and local
economies. However, because of outdated infrastructure, these projects can be prohibitively
expensive for developers. Current federal support for real estate does not provide incentives for
in-town development to reuse infrastructure, nor does it take into account the long-term savings for
communities and taxpayers that can result from this type of real estate.6
Federal housing and financing policies are starkly inconsistent with growing numbers of young and
old Americans’ prefer to live in communities where they can walk to stores, school, services, parks,
and public transportation. By capping the amount of commercial development permitted in
federally-backed mortgages and programs, the rules make it hard to finance construction or
renovation of three-to-four story buildings in many mixed-use, walkable neighborhoods. These
rules, mostly devised for an earlier era to reduce perceived risks to federal investments, have a
number of unintended but damaging consequences.7
Regulations on affordable housing development push new projects toward cheap land
(greenfield development), rather than locations near public transportation, raise costs both for
residents and for the government. In order to reduce this financial burden, HUD should integrate
proximity to transportation and walkable places into its location scoring criteria across all
Federal Involvement in Real Estate: A Call for Examination, Smart Growth America, 2013.
Federal Involvement in Real Estate: A Call for Examination, Smart Growth America, 2013.
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housing programs. Locations with access to jobs, schools, and other non-work necessities should
score higher than those that require car-dependency. HUD should encourage state housing finance
agencies to adopt a similar scoring process and award bonus points to housing locations in
walkable neighborhoods with accessible transportation options. This change will reduce the cost of
providing water, electricity, roads, and other essential services to new developments—saving the
federal government money in the long term—while providing residents with more affordable
transportation options.
Additionally, federal housing policy and attention remains disconnected from its impacts at the state
and local levels. Neither the Department of Housing and Urban Development (HUD), Department of
Agriculture (USDA), U.S. Economic Development Administration (EDA), nor Environmental
Protection Agency (EPA) have conducted fiscal or impact analyses that assess the effects of their
programmatic and funding requirements on affordable housing development in different
communities across the country. Similarly, many federal incentives and programs do not support
location efficiency requirements. Without guidance on the smart and sustainable allocation of
resources, housing development concentrates poverty, isolates citizens from economic and social
opportunities, and becomes costly to both build and maintain.
In 2017, under a cooperative agreement between the U.S. Department of Agriculture’s Rural
Development (USDA RD) program and Smart Growth America, Smart Growth America delivered
technical assistance workshops about planning for economic and fiscal health and fiscal impact
analyses in thirteen rural communities across the country. As a result of the work, Smart Growth
America offered USDA RD a series of recommendations for future technical assistance workshops,
as well as an analysis of its single-family and multifamily housing grant and loan programs.
Technical assistance analyses for two of these rural communities—Lincoln, DE and Lampasas,
TX—are presented below.
Knoll Acres - Lincoln, DE
In 2016, USDA RD’s Single-family Housing Mutual Self-Help Housing Technical Assistance Grants
and Direct Home Loan programs funded approximately 46 low-income single-family homes located
outside of Lincoln, Delaware, referred to as the Knoll Acres development. Lincoln is a small,
unincorporated community located in northern Sussex County, DE. It is situated approximately 5
miles from Milford, a city with an estimated 2015 population of 10,252. The county’s major
employment sectors include livestock, health, and hospitality.
The Knoll Acres development has a Walk Score of 2. This means that almost all errands require a
car. This development pattern increases the cost for residents to access basic life needs because
they are required to own a car or access public transit that, at nearly three miles away, is not
remotely within walking distance. Thus, this development will increase overall vehicle miles traveled
or leave residents stranded within the development. The nearest grocery store is more than two
miles away and the nearest school is more than three miles. This distance may place a burden on
the low- income families—many with children—who reside in these homes.
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Further, due to the project’s distance from more accessible community life, higher annual
expenditures by the local government will be required in order to extend and maintain the public
assets such as water, sewer, streetlights, and other utilities that serve the project. In addition, the
local government will incur higher costs for other services such as road maintenance, transit, police,
and fire. All of these factors should be considered in terms of residents’ access to employment
opportunities, health care, schools, and healthy foods.

Had Knoll Acres been constructed in a more compact, walkable location such as downtown Milford,
it would have cost the local government less annually to provide basic services to the project and
its residents. While the desire to promote homeownership among low-income families is admirable,
promoting development patterns that cost both families and their local communities more in
transportation and infrastructure costs may not ultimately prove beneficial to either.
The Manor at Hancock Park Apartments — Lampasas, TX
Lampasas is a city in central Texas with an estimated population of 7,687. It serves as the seat of
the county with the same name. The HOP system provides curb-to-curb rural transit service
throughout Lampasas County. USDA RD’s Multifamily Section 538 Guaranteed Loan Program
funded the Manor at Hancock Park, a new affordable senior apartment complex located near the
edge of the city, slightly over a mile from downtown Lampasas.

The development has a Walk Score of 47, meaning that most errands require a car. While at least
one restaurant, two parks, and other destinations are geographically within walking distance, an
examination of Google Street view and aerial maps of the project site indicate that walking in the
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vicinity would be physically challenging, especially for senior citizens. Aerial views show that there
are walking paths on the project site. However, these sidewalks end at the edge of the property.
The resident seniors must cross a five-lane roadway in order to reach the sidewalk on the opposite
side of the street to access the limited destinations that exist.
Downtown Lampasas—in contrast to the Manor at Hancock Park project site—has a Walk Score of
66, meaning that some errands can be accomplished on foot. There are restaurants, coffee shops,
grocery stores, and other retail stores within walking distance. Further, the sidewalk network
enables pedestrians to more easily walk between destinations than other locations located further
away from the city center such as the senior apartment complex.
Redeveloping an area of downtown for this project would have helped bring new life into the center
of the city. It would have provided new impetus for retail and other economic development in the
vicinity of the project. Further, it would have provided the seniors living in the community, who may
no longer be able to drive a vehicle, with ample safe pedestrian infrastructure to meet their daily
needs outside of their community. As with Knoll Acres in Delaware, the local government will be
required to maintain the public assets such as water, sewer, streetlights, and other utilities that
serve the project as well as provide police and fire coverage.
HUD/GSE “use limit” a barrier to local market changes
Because the housing finance system favors single-family housing production, providing a mix of
affordable housing options in walkable neighborhoods is difficult. Without adequate subsidies and
financial support to increase the supply of multifamily units in mixed-use, walkable neighborhoods,
prices will continue to increase.
“Use limits” continue to undermine the ability of affordable housing projects to subsidize
themselves. A number of existing programs establish “use limits” to the kinds of real estate
products that can receive low-cost loan support. These rules had their genesis during the Great
Depression or early post war era, and are based on the obsolete assumption that mixed-use
developments are financially riskier than single-purpose residential developments. However, caps
on non-residential development can impede rehabilitation and new infill development that could
improve housing choices, job opportunities and quality of life for residents of these neighborhoods.8
For example, builders of properties that include a mix of commercial and multifamily residential
uses (both rental and condo) may only apply for an FHA loan or loan guarantee if they limit the
percent of commercial space of the project, regardless of the market demand and viability of the
project. Demand for mixed commercial and residential real estate development is a growing trend,
and the federal government should not create a barrier to real estate types if the fiscal viability is
sound.9

8
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The federal government can improve housing choices and remove barriers to investing in
affordable housing simply by reforming the outdated program rules inhibiting mixed-use. Since the
non-residential limits are regulations, syncing them in line with market needs would not require new
law or budget allocation.10
We recommend raising non-residential caps on loans to mixed-use projects. This would allow the
private financing market to better meet market needs and preferences, and determine the risk and
cost associated with different projects. Raising the non-residential limits to at least 35 percent but
under 50 percent would allow three-story mixed-use buildings to be financed. Short of eliminating
the caps, it would make more sense to have non-residential development caps that reflect the
context of the development. If, for example, a project is located close to transit, the development
could be allowed a higher percentage of non-residential floor area and revenue.11
We further recommend that relaxation of non-residential limits be applied through the HUD 220 and
221(d)4 Programs. The current percentage caps on commercial components could become a
range that is context-sensitive to the area in which the development is occurring; for example, 20%
might remain in place for projects with ten or more stories, but 45% could be allowed for a three
story building; this would allow ground floor commercial plus two stories of housing.
Design of Federal Affordable Housing Incentives Limits Scale of Impact
Traditional affordable housing development projects financed through tax credit equity are often
limited in their ability to access traditional institutional investors (i.e., pensions and foundations, and
endowments) and achieve scale. For example, the Low Income Housing Tax Credit, the nation’s
largest affordable housing program, produces approximately 55,000 units/annually. Despite its
broad popularity, the Low Income Housing Tax Credit’s annual production pales in comparison to
the 880,000 market rate housing (single and multifamily) units produced by the private sector.
In projects without tax credit financing, mainstream institutional investors enter at the onset of these
projects or at the start of the opportunistic phase of development and would would typically sell/exit
a deal after the project is completed and its occupancy stabilized, selling their interests to other
investors that are seeking the risk adjusted profile of the core/operations phase.  In 2019 alone,
there was nearly $210 billion of available equity capital focused on North American real estate.12
This is in comparison to the $9 billion it cost the federal government to administer the Low Income
Housing Tax Credit program that year.
The structure of Low Income Housing Tax Credit does not apply nor provide direct value to tax
exempt entities. In addition, the recapture period which ensures ongoing policy compliance is also
inconsistent with the various investors pools and the financing life cycle of real estate projects. At a
time of rising cost of living and and increasing demands of social impact investment, many
pensions, foundation, endowments funds representing teachers, firefighters, and state and local
“The Unintended Consequences of Housing Finance,” RPA, 2016.
“The Unintended Consequences of Housing Finance,” RPA, 2016.
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government workers recognize the need to become a part of the solution to accelerate housing
production because their members would be major beneficiaries
We need a creative administrative and/or legislative solution that would allow these tax exempt
entities to meet their social impact goals while also meeting their financial fiduciary responsibilities
for their members.
3. Additional Recommendations for Overcoming Federal Barriers to Affordable Housing
Smart Growth America, LOCUS, and our national partners do not believe that the federal
government should be in the business of determining which housing products are available to the
American people. The government should be efficient with federal resources and modernize
investments to reflect today’s demand for a variety of housing choices. Our recommendations for
strategies for the federal government to consider in reducing barriers to affordable housing
development are below.
Remove the MAP Guide waiver Requirement for Mixed Use and Mixed Income Projects Near
Public Transportation
The existing MAP Guide waiver process to finance projects with higher commercial use is too
complex and unpredictable, thus adding to development costs and uncertainty. Instead, we
recommend that HUD eliminate the waiver requirement for mixed-use, mixed-income housing
projects near public transportation to accelerate production.
Assist States and Local Governments in the Inventory of Available Assets for Attainable
Housing
We recommend that the federal government assists state and local governments in conducting an
inventory of state-controlled land and other public assets. This undertaking will identify the available
resources that municipalities and states can leverage in order to address affordable housing
development concerns. For example, a recent Streetsblog Massachusetts article analyzed the
Boston Planning and Development Agency’s 2019 development project approvals. While the city
approved 59 new development projects that could build 4,762 new homes and 2.9 million square
feet of commercial space, it simultaneously signed off on enough parking to house 5,080 more
cars.13 Most of these new parking spaces will be built within a half mile of transit and could have
created nearly 1,800 new residential units. Had a thorough inventory of these state- and
city-controlled assets been undertaken by the City of Boston, in conjunction with federal partners,
prior to awarding its projects approvals, the city would have been able to more efficiently use its
resources for affordable housing development.
Align the HOME Program with Economic Development Outcomes
We also encourage federal housing policies and programs to marry housing objectives with
economic development outcomes. Specifically, we recommend that the HOME program undertake
“City Data Show Almost All Of Boston’s New Housing Is Being Built For Car Owners,” Streestblog
Mass, 2020.
13
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income-averaging in its eligibility assessments and expand eligibility to serve the housing needs of
families earning between 80%-120% of Area Median Income (AMI); this addition will help support
economic growth and development in target neighborhoods. Furthermore, we recommend that
economic development considerations become a mandatory criteria for evaluating the feasibility
and efficacy of affordable housing projects.
HUD should combat local efforts that allow exclusionary policies through strict enforcement
of fair housing laws, including the Affirmatively Furthering Fair Housing (AFFH) rule
In January 2020, HUD released proposed changes to the AFFH rule, which would significantly
undermine how HUD and other jurisdictions nationwide fulfill their duties to uphold the Fair Housing
Act. The proposed changes outline a new process for evaluating each jurisdiction’s efforts to
AFFH by measuring: “whether a jurisdiction (1) is free of adjudicated fair housing claims; (2)
has an adequate supply of affordable housing throughout the jurisdiction; and (3) has an
adequate supply of quality affordable housing.”

While the proposal does capture the need to increase the supply of affordable housing, it fails
to capture the nuance of barriers to affordable housing and a jurisdiction's performance in
furthering fair housing. In fact, HUD’s proposed rule changes the definition of “affirmatively
furthering fair housing” to remove any reference to desegregation or creating areas of
opportunity. The current regulation defines AFFH as “taking meaningful actions that, taken
together, address significant disparities in housing needs and in access to opportunity,
replacing segregated living patterns with truly integrated and balanced living patterns,
transforming racially and ethnically concentrated areas of poverty into areas of opportunity, and
fostering and maintaining compliance with civil rights and fair housing laws.” HUD proposes
changing the definition of AFFH to “advancing fair housing choice within the program
participant’s control or influence.”
The move away from a comprehensive and historically-inclusive definition of AFFH will undermine
HUD’s ability to maintain affordable housing development in communities across the country.
Without a nuanced process for enforcing fair housing, HUD has the potential to undermine future
affordable housing development. We urge HUD to maintain the existing rule and work with
stakeholders to advance innovative solutions to achieve fair housing outcomes.
Support Federal Legislation that Establishes Neighborhood Rehab Tax Credit
Too many of America’s downtowns and Main Streets are struggling to attract investment
despite the relative shift in market demand away from drivable suburban communities
toward walkable urban centers of all sizes. Even though rehabilitating existing buildings and
neighborhoods can increase the local tax base and save municipalities money by reusing and
improving valuable public infrastructure, decades worth of deferred infrastructure maintenance can
make neighborhood redevelopment projects cost-prohibitive. And too often local governments lack
the resources to help close that gap.  Existing Community Development Credits ignore decades of
under-investment in and deferred maintenance on infrastructure make the fixes too expensive for
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most jurisdiction to take on, so they ask developers to fix sections as new development
occurs–creating a costly barrier to redevelopment efforts by the private sector.
HUD should encourage Congress to create a new incentive to convert old buildings near public
transportation into mixed use and mixed income housing development while upgrading the local
infrastructure and expanding affordable housing supply where it is needed most.
Support Increase Funding for the Low Income Housing Tax Credit (LIHTC)
As members of the ACTION Coalition, Smart Growth America and LOCUS believe protecting,
expanding, and strengthening the Low-Income Housing Tax Credit will help to increase the supply
of affordable housing in this country.
2017’s Tax Cuts and Jobs Act lowered the corporate tax rate from 35 to 21 percent, which impacts
pricing for LIHTC, and ultimately affordable housing production. A recent analysis by Novogradac &
Co. estimates that the tax reform bill will reduce affordable rental housing production by nearly
235,000 homes over the next decade, the vast majority of which comes from the reduced corporate
rate.
Since then, ACTION has been working on the bipartisan Affordable Housing Credit Improvement
Act to expand the Housing Credit by 50 percent and enact other provisions to further strengthen the
Housing Credit. The bill is estimated to incentivize the building of over 550,000 affordable homes
over the next decade, and generate $48.5 billion in wages and business income, $19.1 billion in
additional tax revenue, and 510,000 jobs.
The bill’s other provisions include enacting a minimum four-percent rate to parallel the minimum
nine-percent rate already enacted, enabling LIHTC to better serve hard-to-reach communities,
making LIHTC a more effective tool for preserving the nation’s existing affordable housing inventory
by simplifying and aligning rules, making LIHTC properties in rural areas eligible for additional
credits if needed for financial feasibility, clarifying that LIHTC and Housing Bonds can be used to
develop properties specifically for veterans and other special populations, better aligning LIHTC
with Violence Against Women Act protections, ensuring cost reasonableness is considered when
awarding credits, and enabling states to maximize Private Activity Bond affordable housing
resources by recycling Multifamily Housing Bonds that are used in conjunction with LIHTC.
The Affordable Housing Credit Improvement Act (AHCIA) is sponsored by Senators Maria Cantwell
(D- WA), Todd Young (R-IN), Ron Wyden (D-OR), and Johnny Isakson (R-GA), and
Representatives Suzan DelBene (D- WA-1), Kenny Marchant (R-TX-24), Don Beyer (D-VA-8) and
Jackie Walorski (R-IN-2).
We urge this Administration to endorse this bill and support it’s passage.
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Establish Expedited Financing And Approval Process for Affordable Housing
Smart Growth America, LOCUS, and our national partners have identified the need for an
expedited financing and approval process for affordable housing projects that are eligible for federal
funding. For example, in the District of Columbia, aligning resources from the Housing Production
Trust Fund and the U.S. Department of Housing and Urban Development can severely distort
pre-development processes. Instead, in order to facilitate a more predictable path to eligible project
funding and approval, we recommend increasing coordination between regional HUD offices and
local jurisdictions; this standard is likely to increase participation in affordable housing development,
particularly in Opportunity Zones.
America’s development market is changing. By 2030, the demand for housing near transit and
commuter rails is expected to be more than double what it was in 2000. But building transit-oriented
development (TOD) can bring unique challenges, including the higher costs of developing in
highly-populated areas and the cost of rehabilitation or construction of TOD-related infrastructure
such as sidewalks, lighting and other public utilities, parking facilities, and sometimes even streets
improvements.
In response, Congress included new provisions in the federal transportation reauthorization (FAST
Act) that would expand Transportation Infrastructure Finance and Innovation Act (TIFIA) and
Railroad Rehabilitation Improvement Financing (RRIF) eligibilities to include TOD projects. These
new provisions would enable local communities and project sponsors to have access to over
$30-35 billion in low interest patient financing, making it more likely that TOD projects would “pencil
out.”
Since the passage of the FAST Act in 2015, USDOT has failed to approve any TOD applications
nor provide policy guidance on what it would take for future applications to gain approval.
Additionally, project sponsors (particularly in the real estate industry) have experienced additional
regulatory barriers and programmatic uncertainty from this Administration designed to dissuade
transit or TOD projects from moving through the process.
We urge HUD to work with USDOT to leverage billions of dollars in loan authority that could support
mixed-income, mixed-use development and provide new revenue streams for public transportation,
affordable housing and local governments.
Develop project selection criteria for Single-family and Multifamily Housing grants and loans
that takes into account fiscal impacts, quality of life, and economic opportunity
USDA RD should compare all applicants for its single- and multifamily housing grant and loan
programs in a manner that allows for all funding to be spent wisely and provide the greatest
positive outcomes to communities. This criteria includes demonstrated consistency with local
long-range or general plans, use of existing utility connections and access to public services,
proximity to a downtown core or town center, exceeding the average local number of households
per acre, consideration of job creation spin-off, life near work, walkability, incorporation of historic
structures, and reuse of Brownfield sites.
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Encourage Better Data Collection
Currently, it is very difficult to track housing data and property information below the Metropolitan
Statistical Area (MSA) level. This makes it difficult to know or understand the impact of affordable
housing development, projects, and policies. Additionally, we recommend that HUD use more
information from its Location Affordability Index (LAI) in its policy making and consider improving
the user experience of the database so that state and local policymakers can effectively apply its
contents to their decision making.
4. State Barriers to Affordable Housing
State government decisions present unique administrative and regulatory challenges to building
affordable housing options in communities across the country. Oftentimes, state decision-makers
find themselves limited on what development options are available and eligible to them on
state-controlled land and around other public assets. These restrictive land use policies prevent
state governments from leveraging their assets to address their citizens’ most urgent housing
needs.
Additionally, resource-allocation decisions remain in the control of state regulators. For example,
state housing and other financing agencies are often the major decision-makers on how state and
federal resources are allocated. The Low-Income Housing Tax Credit follows different
administration rules in each state and its value does not take into account different housing costs
per state. The lack of place-based considerations renders it difficult for affordable housing
developers to properly calibrate their project funding needs to the communities in which they are
working, further increasing the costs of a project and decreasing its attractiveness.
Similarly, impact fees present a significant barrier to affordable housing development. Generally,
impact fees are used as a tool to raise money for local infrastructure projects from housing
development. However, impact fees are often not properly calibrated to the type of housing that
they are attached to. This forces affordable housing developers to pay an oversized impact fee for
a project whose scale will not pay back its contributions to a pre-calibrated scale of infrastructure.
Instead, we encourage states to amend their enabling actions for impact fees.
State regulations also present several challenges to affordable housing development. In some
states, such as Massachusetts, supermajorities are required to enact major policy decisions. This
often prohibits land use, zoning, and other code changes from taking effect at a local level. For
example, state building and zoning code requirements may be impeding the development of
small-scale multifamily structures. Often described as the “missing middle,” buildings with two to 49
units are a critical product with the potential to ease the pressure on affordable housing supply.
5. Recommendations for Overcoming State Barriers to Affordable Housing
In order to allow states to encourage affordable housing development, state decision-makers must
make place-based considerations on the effects of housing programs and policies. Resources
should be allocated in a way that ties them to transportation and other significant infrastructure
projects. State housing and other financing agencies are encouraged to adopt housing and
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transportation frameworks that take into consideration the effects of allocating resources in different
types of communities. Below, we outline our top recommendations for state leaders to consider
when dismantling state barriers to affordable housing production.
Reduce impact fees
We further recommend that state governments reconsider their assessment of local impact fees.
Specifically, states can tie their impact fees to federal funding, either offsetting project costs with
federal money or awarding properly calibrated fees. Across the country, states have carved out
separate service areas without impact fees in order to encourage affordable housing investment
and economic activity.
Support housing bond packages that directly fund affordable housing and infrastructure
Our organization and partners see the present as a critical time to dedicate state funds to
increasing affordable housing supply, relieving current pressure on the market, and positioning
states for continued economic growth. Therefore, we encourage states to propose and support
housing bond packages that could directly fund housing production, related infrastructure, and
provide matching support for local efforts. Two years ago, Massachusetts introduced a $1.8 billion
housing bond that is helping to grow affordable housing in the state. The bond appropriated sizable
amounts of funding for the State Low Income Tax Credit, Affordable Housing Trust Fund, and
MassHousing’s Workforce Housing Initiative. It also extends tax credits for Massachusetts Historic
Rehabilitation, Community Investment, and Brownfields while potentially creating over 17,000 new
housing units over the next five years.14
Equally as important as funds for housing construction is ensuring the systems they connect to are
functional and ready to accommodate growth. Improving existing sewer or water/wastewater
systems is a critical component to enable development to occur. In Minnesota, the Legislature
appropriated nearly $106 million in bonding for water projects in 2017, and the state’s Clean Water
Fund added another $16 million—significantly above the previous 10-year average of just over $30
million per year.15
States also play a role in incentivizing local governments to create affordable housing units. Local
governments should be encouraged to create or enhance sources of loan funding in financing
packages for committed affordable housing, or to fund more preliminary activities such as
acquisition or site preparations. The repayment of these loans would keep the fund going and
support additional projects. Rather than the state providing one-time funding for a specific project,
seeding a fund would support multiple projects on an ongoing basis, and localities would be able to
add to the fund over time.16
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Provide place-based incentives for local municipalities to build affordable housing
Furthermore, states have the capacity to reward communities who are increasing housing and/or
making significant efforts to meet state housing goals. Massachusetts’ Housing Choice Initiative
rewards municipalities that have produced certain rates or amounts of new housing units in the
previous five years and that adopted best practices related to housing production. Other states
could create Housing Choice Initiatives similar to that of Massachusetts to recognize/certify
communities and make them eligible for specific funds or opportunities. Another way to reward
communities is to establish Priority Considerations or “bonus points” that can be awarded to
communities working to increase the supply of housing or preparing for housing production.17
Inventory state resources and assets for affordable housing production
State land assets, across agencies and across the state may provide opportunities to increase
housing supply. An assessment should be conducted, utilizing an inventory of state owned assets,
to determine which have the potential to meet housing needs. Increasing utilization of land trusts
can create more opportunities for long term affordability. Strategies may include making the legal
process easier to create them and removing barriers; making it easier for local governments,
nonprofit, or state itself to put land in trust and ground lease for affordable housing; and providing
incentive funding to get started.
Collect and publicize housing and demographic data for better public understanding of
market trends and demands
Smart Growth America, LOCUS, and our national partners have also discussed data as a barrier to
collaboration on housing across agencies that can help address the problem. Specifically, shared
state inventories and data on jobs, wages, commute sheds, and the production pipeline. Ensuring
that state agencies trying to work together have access to common data will go a long way in
setting concise goals, working together, and tracking progress. For example, Iowa established a
central source for state demographic, economic, and housing data with the potential to share
current and relevant information about factors influencing housing development and need. The
Iowa Finance Authority launched an interactive profile tool earlier this year that allows housing
professionals at the state and local level to work together to address the housing needs throughout
the state.18
6. Local Barriers to Affordable Housing
Since the first local zoning code was created in 1916, local governments have created a diverse set
of rules to govern the amount and type of development allowed in America’s counties, towns and
cities. Zoning codes, parking regulations, development fees, tax abatements, financing programs,
infrastructure spending, caps on the number of building permits issued, allowable uses on
properties and specific requirements in sewer and water districts are just some of the ways local
governments influence real estate development.19
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Local zoning and land use policies are determining factors on whether or not an affordable housing
project will be successful. In order for federal programs and tax incentives to be successful, local
barriers to affordable housing development must be overcome. These barriers include: permitting
processes, restrictive, single-family zoning, and low-density limitations.
Parking remains a significant barrier to affordable housing development in local jurisdictions as
well. Additional parking costs are often prohibitive to affordable housing development and reducing
the feasibility of a project. Oftentimes, developers and investors will receive waivers for parking
requirements on affordable housing projects. However, it is important to not reduce parking so as to
reduce costs and not have a way for residents to get around. This emphasizes the importance of
location efficiency and transit connectivity in reducing overall affordable housing costs.
Additionally, few localities have accurately assessed the imminent demographic changes they will
face in the years to come, as well as the effects of these changes on future housing demand. We
recommend communities work within their regions and states to conduct market and housing
analyses in order to understand and anticipate these changes in projects and policies.
7. Recommendations for Overcoming Local Barriers to Affordable Housing
One of the most basic approaches to making housing more affordable is to lower the cost of
producing it. A reduction in the land required for construction, shorter or no setback requirements,
and flexible parking requirements significantly lower the cost of land acquisition and housing
construction for developers and consumers and do not require public subsidy.20 Below, Smart
Growth America, LOCUS, and our partners identify numerous strategies for local governments to
consider when removing barriers to affordable housing.
Build code changes to support rehabilitation
The enormous amount of existing housing stock in need of rehabilitation provides an excellent
opportunity to create affordable homes and to infuse capital into existing neighborhoods in need of
revitalization. Building codes regulating construction standards, however, have been designed
primarily to address the needs of new suburban construction and can therefore be a barrier to the
rehabilitation of buildings in inner suburbs and cities. The creation and adoption of separate codes
to monitor rehabilitation of older buildings encourages their renovation, an important new source of
potentially affordable housing and new investment in existing neighborhoods.
The cost savings associated with acquiring older homes for rehabilitation can prove significant, thus
lowering the cost of homes for below-median-income residents and homeowners. Alternative
building codes increase the viability of renovation by private and nonprofit developers by reducing
the cost of code compliance. As a result, quality housing units that would otherwise not be available
are created in existing neighborhoods.21
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Case Study: New Jersey’s Smart Codes
New Jersey's Rehabilitation Subcode, or rehab code, has greatly reduced the cost and
administrative obstacles to rehabilitating older buildings, thereby facilitating reinvestment in urban
areas. Of the many policies that discourage urban reinvestment, building codes that require a
rehabbed building to meet modern-day standards can be the strongest disincentive vis-à- vis
greenfield development. Under the New Jersey rehab code, buildings are not automatically
required to meet mod- ern-day standards, but are instead judged on their meeting the qualifications
of a safe building. Instructions for compliance are compiled in an easy-to-read "cookbook," and
developers are given "recipes" for each type of rehabilitation project. The code can shave between
10 and 40 percent off the cost of redeveloping older buildings. Proof of the code's effectiveness is
illustrated by the fact that rehabilitation work in New Jersey's five largest cities increased by 60
percent during the first year of the code's implementation - 83 percent in Newark alone. By
comparison, the year before the code's implementation, rehabilitation in these cities increased a
mere 1.6 percent.22
Participate in regional fair-share housing allocation plans
Under regional fair-share housing allocation plans, regions within a metropolitan area agree on a
comprehensive, regionwide plan for the distribution of affordable housing units. Implementation of
the plan may require localities to change zoning standards or create incentives for private
development where the market is not able to generate an appropriate range of options on its own.
Central to the agreement is the recognition that a range of housing is necessary, particularly
affordable housing near jobs, including those of service workers, schoolteachers, and public safety
officials. Inclusionary zoning - which requires that all new housing developments incorporate a
portion of affordable units - is one tool that can be used to implement this plan but can also be
applied absent a regional agreement. As a regulatory program, penalties are put in place for
localities that fail to comply with the regional agreement.
Regional allocation plans are among the strongest commitments that communities can make to
affordable housing. The distribution of housing throughout the region is greatly enhanced, thereby
enabling households to locate where total household costs, including transportation costs to jobs,
can be minimized. It serves to disperse low-income housing and create diverse opportunities for the
use of Section 8 vouchers, placing these households in greater proximity to well-funded community
amenities, such as schools and parks. In some cases, localities or developers may have the option
of paying into a regional housing trust fund rather than constructing affordable units, thereby
generating a significant resource for new housing assistance.23
Provide incentives through zoning processes
Local governments can provide incentives for targeted types of development through their approval
processes. Developers who seek to create projects that advance smart growth and create a wider
range of housing choices are often hampered by time-consuming processes for securing waivers
and variances. Changes to existing zoning processes, such as more flexible zone designations,
22
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streamlined approval processes, and reduced permitting fees, would enable developers to
implement smart growth housing projects in advance of a comprehensive statewide or local
enabling legislation overhaul. Furthermore, the targeted use of these modifications can help change
developers' perceptions of the zoning process from an obstacle that hampers private initiative to a
tool for achieving shared goals.
In addition to creating an incentive for developers to take on projects that they might not otherwise,
the increased efficiency of the zoning process for targeted development translates into improved
affordability of the end product. By reducing pre-development costs through time saved in securing
zoning approval and through money saved from reduced permitting fees, the cost of developing
housing is lowered, thereby creating savings that can be passed on to subsequent owners. Overlay
zones that allow multifamily or higher-density housing also create opportunities for the construction
of more units on less land, thus lowering prices caused by inadequate supply24.
Case Study: Austin, TX’s S.M.A.R.T. Housing program
Austin, Texas has successfully piloted a strategy for encouraging and expediting the development
of transit-oriented, affordable housing. The city launched the S.M.A.R.T Housing program in 2002,
in an effort to accelerate the permitting and approval process for affordable housing projects. The
program created a new department that remains responsible for facilitating the permitting and
approval of affordable housing projects, and staffs all departments relevant to this process to
support this effort. Projects are required to have at least 10% affordable units in market rate
neighborhoods, and 40% at most. The city also promotes these affordable housing projects,
removing a cost on developers.
Reuse vacant land and property
The reuse of vacant houses and property has been a cornerstone of the community-based
approach to providing affordable housing for years. By making available to residents suit- able
vacant units for occupation, communities are able to directly increase the supply of affordable
housing and preserve and rehabilitate existing housing. When properties can be acquired for only
the cost of tax arrears and liens, as may be the case with foreclosures, a significant cost savings is
generated that can be passed on to the new purchaser. This is also true of land assembly carried
out by the local government for units offered for private development, which generally reduces the
cost of pre-develop ment for the builder and therefore the total cost of housing production. Land
banking by local governments can contribute to the supply of affordable housing by facilitating the
purchase of land in areas where new public investments such as transit, roads, or infrastructure will
be made before values have appreciated. When the need exists, the land can then be made
available to for-profit or nonprofit developers for housing or mixed-use development that includes
some or all affordable units.25
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Consider tax-based strategies and incentives for housing
The targeted use of tax resources can encourage new development and rehabilitation and provide
financial assistance to households that may otherwise be displaced by revitalization efforts. These
incentives and applications include the use of tax-increment financing (TIFs) for housing
construction; establishment of regional housing trust funds supported by property tax revenues, tax
abatements or deferrals for long-time low-income homeowners in revitalizing areas, use of
Neighborhood Assistance Programs (NAPs) to encourage corporate investment in neighborhood
revitalization through tax credits, and the use of "linked deposit" programs to provide state tax
revenue for reduced-interest loans for rehabilitation or renovation. Tax revenues can provide a
sizable pool of funds for new construction and renovation of housing, thereby increasing the supply
of viable units available to households of all income types. By targeting these resources to
below-median-income households directly, or to ownership structures such as limited-equity
multifamily housing and cooperatives that ensure long-term affordability, a still greater impact can
be made on households that are at higher risk of displacement or poor housing conditions.
Case Study: Cuyahoga County’s Linked Deposits for Housing Rehabilitation
Cuyahoga County, Ohio, has employed a widely available strategy - linked deposits - to assist
inner-suburb homeowners rehabilitate their homes using county tax proceeds. As authorized by
law, the county treasurer invests up to 10 percent of total tax revenues in participating banks at
below-market rates (not to exceed a 3 percent differential). In exchange, the banks must commit to
passing on the savings to borrowers in the form of low-interest loans for housing rehabilitation and
renovation. It is estimated that county treasurers in as many as two-thirds of all states have this
authority, making it a potentially enormous untapped resource for revitalizing neighborhoods and
improving housing quality. The county's Housing Enhancement Loan Program is available to any
homeowner - regardless of income - residing in an inner suburb in which housing values have
appreciated at less than 2 percent annually over the last 15 years. By foregoing between $1.2 and
$2 million in interest, it is estimated that the county will make available roughly $40 million to
upgrade 4,000 homes over the course of two years. As a result, residents of existing
neighborhoods are able to adapt and upgrade their homes to changing needs, thereby creating less
demand for new housing construction on the urban fringe. In addition, new capital flows into
existing neighborhoods whose housing stock would otherwise appreciate slowly or not at all. The
county wins, too - property tax assessments are expected to increase by $400,000 a year as a
result of the improvements.26
Smart Growth America and LOCUS are appreciative of the opportunity to provide the Department
of Housing and Urban Development with our ideas and insights for reducing barriers to affordable
housing development in America’s cities and towns. We stand ready to serve as a resource.
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If you have any questions regarding this information, please do not hesitate to reach out to me at
ccoes@locusdevelopers.org or 202-971-3924.
Sincerely,

Christopher Coes
Vice President, Land Use and Development, Smart Growth America
Director, LOCUS: Responsible Real Estate Developers and Investors

