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HPAC Work Group Recommendation Template
Work Group
· Availability of land

· Land development permit applications

· Codes and design

· Workforce shortages

· Financing
Recommendation
`
Related Work Plan Topics
[image: image14.png]-
o
&
=

—
5]
=
—
)
>
)
)
7
L
3)
N
(o]
R
T






[image: image2]
Adoption Date
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Method of Adoption
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Co-chairs Guidance: Standards for Analysis
1. Clearly describe the housing production issue that the recommended action(s) will address.
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2. Provide a quantitative, if possible, and qualitative overview of the housing production issue.
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3. To assess the issue and potential action(s), include subject matter experts representing all sides of the issue in work group meetings, including major government, industry, and stakeholder associations.
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4. Provide a quantitative, if possible, and qualitative overview of the outcome of the recommended action(s).
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5. Provide an estimate of the time frame (immediate, short, medium, long-term), feasibility (low, medium, high), and cost (low, medium, high) for implementation of the recommended action(s).
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6. Provide a general overview of implementation, the who and how for the recommended action(s).
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7. Outline the data and information needed for reporting to track the impact and implementation of the recommended action(s).
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8. Identify any major unknowns, tradeoffs, or potential unintended consequences.
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Please include any relevant reports, data analyses, presentations, or other documents that would be informative and useful for the full HPAC as the recommendation is discussed and considered.[image: image13.png]



Create a subsidized funding instrument at the State level to allow cities to borrow against future revenues generated through SDC’s for infrastructure projects which will increase future production and/or lead to greater affordability.  The program would consist of the following:





Long term loan low or no-interest loans from the state to cities for essential �infrastructure projects 


Repayment would be from of the following depending on the preference of the city:


A deeded property tax assessment for each new home monitored by and paid to the state over the course of 20 years.


State tax credit annually available for residents restricted at 120% AMI and below


SDC’s upon construction of the building unit


State would incentivize Cities through the following:


Reduce interest rate on loans to cities that achieve production/affordability targets—first 5 years of all loans to be interest free


Provide state grants for all engineering design work required for construction of the project scope specified in the loan agreement between the city and state.


Further, the program would:


Immediately reduce cost of housing with b 1)


Incentivize housing production through increased affordability and city incentives to pay back loans





The recommendation is a reorganization of how future infrastructure is funded. The “operating costs” of a residence would increase but the initial cost of a unit would decrease substantially.  As an example, given a city with $20,000 SDC’s: A state loan amortized over 15 years at 3% interest would increase utility cost by $136/Month.  The savings to a consumer with a home which cost $20,000 less at 6% (mortgage rate paid by consumer would be $121/Month.)  For a qualifying resident, the state would subsidize that property tax assessment.  














 





Identify topics assigned to the work group that informed the development of this recommendation.





Permit SDC to be amortized as a tax on the property immediately reducing housing costs. Additionally,


the State could provide a fast-track lending instrument for municipalities to borrow against future


revenues.





August 30th, 2023





This recommendation came to pass through a series of consensus driven conversations and group writing and editing of this recommendation. All members of the Finance subcommittee agreed to pass this recommendation through to the full HPAC.





Describe the barrier(s) or solution(s) the recommendation seeks to address, and how the existence of the barriers hinders production or how the solution supports production.





 Cities do not have a funding mechanism for essential infrastructure projects which limits production.


SDC’s disproportionately impact affordable homes as a function of total cost




















Summarize the quantitative and qualitative information available, and reviewed by the work group, that informed the analysis of the barrier or solution and led to the recommendation included in this form.





Three main production issues are addressed:





Because Cities will have this pathway to fund projects that otherwise would not be available, essential infrastructure will have a mechanism to move forward. 


SDC’s are especially onerous on housing with affordability as a goal.  Because SDC’s generally are a “flat tax,” the percentage of the cost associated with SDC’s is much higher ratio of the total cost as the home is reduced in price—all other things being equal.  This immediate reduction (no SDC’s) in cost will have especially significant impact on lower cost homes (this applies to utility surcharge option)


The Utility Surcharge program would make it easier for directly subsidizing certain income brackets.  Rather than providing a onetime subsidy for the property itself (e.g. a three year moratorium on SDC’s), the actual user (renter or owner) could be subsidized as function of their income at any point in time.  Renter “A” may not be required to pay any of the surcharge (subsized by the state) but Renter “B” because of higher income would not receive the same subsidy even though living in the same property.  








List the observers and participating SMEs at the work group meetings as the recommendation was developed. Identify which participating SMEs provided information to the work group and how. Summarize the information and perspective provided by the participating SMEs. If the participating SMEs expressed disagreement or concern with the work group recommendation, describe the reason.





LOC


Economist to analyze financial burden to the State





Outline the impact of the recommendation on housing production.








A typical single family home would immediately cost significantly less which would incentivize production and lead to affordability.





Outline the work group’s estimate of the time for implementation of the recommendation and its impact on housing production once implemented. Describe the work group’s assessment of the feasibility of the recommendation being implemented and feasibility of success. Provide any estimates on the cost for implementation.








This would have an impact on short, medium and long term production and affordability.  Any pipeline infrastructure projects lacking funding would be able to move forward mitigating financing hurdles currently confronting communities. Other projects could begin design immediately with adopotion of this funding source.  Upon adoption of the Utility Surcharge, home prices could be immediately be reduced.  In general, this additional means to finance projects would accelerate infrastructure generally.  





To the extent the work group knows, is this implemented in state statute or rule, by the state or local government, by a particular agency, etc.





Adoption at the state level, local level would be necessary. 





Identify the data the Governor’s Office would need to track to determine if the recommendation is increasing housing production.





??





Based on the work group’s analysis and information provided by participating SMEs, outline what is unknown, the tradeoffs exist by implementing the recommendations, and any known potential unintended consequences.





Concerns/Considerations:





 Another layer of complexity would be introduced to the current SDC analysis required by cities because future revenues from SDC’s would be already “earmarked” for projects that have been built


Another layer of complexity to the consumer who purchases a home (or rents it) and does not understand that the house next door may have a lower cost to operate because it does not have a Utility Surcharge.


The impact related to home values generally (new and resales) could become troublesome if not contemplated and understood by appraisers who using “comparable” methodology.  
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