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The Honorable Burt L. Talcott
House of Representatives

Dear Mr. Talcott:

I accordance with your request of June 26, 1974, and

subsequent discussions with your office, we studied the
comparative costs of providing housing under two subsidy
programs--the section 236 rental-housing program and the
gsection 8 leased-housing program—-—administered by the
Deapartment of Housing and Urban Development.

We based our analysis on the comparative costs of the
two programs et four counties--Allegheny (Pittsburgh),
Pennsylvania; Durham, North Carolina; Peoria, Illinois;
and San Bernardino, Californie. We devised our approach
with the assigtance of a consultant in the housing economics
area. We presented our methodology, assumptions, and obser-
vationg to a panel of seven consultants in the housing area
who agreed that our approach was sound and our observations

valid.
Cuy study of tha comparative co&ts of the two progadms
ulted in the following observations

Federal subsidies for section § existing housing

1.
unite are less than subsidies for sections-8& or 236
new housing units.

2. When comparing ELLst~year costs for new housing

units on a per unit basig

33

--Subsidy costs under the two programs will vary.
The subsidy was less for section 8§ housing at
two of the four counties studied, but the sub-

sidy fcr 236 housing was less at the other two
countlea when all families eligible under each
program's differing rents and eligibility cri~
teria were housed in new housirg units. However,
we qguestion whether the results of this cost
comparison should be used, because the programs
are housing different numbers of families having
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“different incomes and requiring drfferent numbers
of bedrooms. ' For example, in Pecria almost four
times as many families are eligihle for section 8
h0L51ng as are ellglble for sertlon 236 hou51ng.

~--Section 8 subsidies were less- than sectlon 236
" subsidies, when comparing the subsidies incurred -
in housing the same eligible families under each
program's differing rents. However, there are
indications that the Department's proposed fair-
market rents for ‘new sectlon 8- hous1ng unlts may

“"be too low. .

——Increases in proposed fair market rents for new

- secticn 8 housing units reduce the cost differences
between the two programs for housing the same elig-
ible families. When section 8 fair market rents
equal section 236 project rents, Federal subsidies

are about the same,

3. The section 8 housing program is more flexible than
the 236 program because it can (a) use existing
housing, (b) serve a larger number of families and
more very low income persons, {c) provide automatic
rent adjustments each year to compensate for increases
in operating and maintenance costs, and (d) use more
forms cof construction financing.

Also it should be noted that tocal fedeiral subsidies
required to house all families eligible for the section 8§
program in new housing units are greater than the subsidies
required to house all families eligible for the section 236
program in rew housing. Thre difference in total cost can
be attributed, in part, to the programs® differing eligibility
criteria which result in more families' being eligible to
participate in the section 8 program. :

e briefed your office on the results of our. ziudy on
March 17, 1975. At that time, your office asked that we give
you ~opies of the charts and related material used in our
briefing for use during the Department's appropriation hearings
scheduled in April 1975. Accordingly, we are including copies
of the documents used in the briefing-~the charts and a brief
explanation of the charts (see apps. I and IX)-~which outline
our study methodology and the programs'® comparative costs .
under several assumptions. We are also including additional -
information on renter households (see app. 111} and elderly
households (see app. IV) for the four counties included in
our study, which your office requested at the briefing.
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As you know, the Chairman of the Subcommittee on
HUD-Independent Agencies, House Committee on Annropriations,
made an identical reguest for a study of the comparative
costs of the two programs. Accordingly, we are sending
copies of the enclosed material today to the Subcommittee.

We d4id not give the Department an opportunity to
formally comment on the matters discussed in the study.
However, as your office instructed, we briefed Department
officials on the results of our work, and we evaluated and
considered in our study the comments Department officials
made at that briefing. However, Department officials said
that the complex subject matter of the study would require
a detailed analysis of the methodology we used and assump-
tions we made before they could express arn opinion on the
validity of our observations.

We do not plan to distribute the results of our study
further unless you agree or publicly announce its contents.

Sincerely yours,
5 A,
lééi":f%ﬂ’ b ¢, Lol

Conmptroller General
0f the United States

S
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" APPENDIX I

EXPLANATION OF BRYEFING CHARTS

CHART 1--CONGKESSIONAL REQUESTS

Congressman Burt L. Talcott and the Chairman of the
Subcommittee on HUD~Independent Agencies, House Committee
on Appropriatlions, asked GAO to study the comparative ...

~costs of the sections 8 and 236 housing programs of the
Department of Housing and Urban Developﬁent (HUD). o

: ~ HUD had compared the total aanual subsidies of two of
its subsidized housing programs--sections 236 and revised
23--and had concluded that the reviged 23 program was hot
more expensive than the section 236 program. The Coagrege~
sional Research Service, however, after analyzing HUD's .
study concluded that the revised section 23 progzam was
more expensive. This difference oﬁ views led to the _

. request for GRU's study.

- 'Section 236, which wihs added to the National Housing.
Act (12 U.5.C. 1718z2-1) by section 201 of the Housing and
Urban Develapment Act of 1968, authorized a program undeg
which housing units would be provided to low- and moderate-

income familice. The Housing and Urban Development Act of

1965 acdded to the United . States Fousging Act of 1937, a-
section 23 (42 11.5.C. 1421b) which provided for leasing

prlvately owned housing.

: Because enactment of th: Housing and Commuh&ty Bevelop-
ment Act of 1974 estohlished a new, successcr program to the
section 23 program-~the section 8 progran=--we agreed to com-
pare estimated costs of the section 8 program and of the
section 236 program as it existed before the Housing andg

. Community Development Act of 19748 wag enacted.

The charts discussed in this appendix refer to %ﬁ@
briefing charts contained in ap@@aaix X,

CHART 2~-OBSERVATIONS

Federal subsidies for section 8 existing units are
less thaen subsidies for sections 8 or 236 new

-housing units.

l’

2. When comparing fl:st~yeaz costs for new houszng
units on a per unit basiss

--Subsidy costs under the two programs will vary.

The subsidy was less for section 8 housing at two
of the four counties studled, but the subsidy for

1
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236 housing was less at the other two counties
~when all families eligible under each program's
differing rents and eligibility criteria were
housed in new housing units. However, we guestion
“whether the resulits of this cost comparison should
be used, because the programs are housing different
numbers of families having diflerent incomes and
reguiring differert numbers of bedrooms. Ffor
examwple, in Peoris, Illinois, almost four times
as many families are eligible for section 8
housing as are eligible for section 236 housing.

—-Section 8 subsidies were less than section 236
subsidies, when comparing the sSubsidies lincutred
in housing the same eligible families under each
program's differing rents. However, there are
indications that HUD's proposed fair market rents
for new section 8 housing units may be too low.

~-Increases in proposed failr market rents for new
section 8 housing umits reduca the cost differences
batween the two programs for housing the same.
eligible families., When section 8 fair market
rents equal section 2356 project rents, Federal
subsidies are about the came.

3 The section 8 housing program is more flexible than
the section 236 program because it can {a) use
existing housing, (b) serve a larger number of
families and more very low income persans, {(¢) provide
annual automatlc rent adjustments each year to compen~
sate for increases in operating and maintenance costs,
and (d) use more forms of construction financing.

CHART 3-~PROSLEMS WITH HUD COST COMPARISON

With respect to HUD's cost compariscn of the sections
236 and revised 23 programs, it should be noted that HUD
used a single figure for family size and two income figures
to determine costs for the two programs. HUD's figures
could accurately represent the actual mean family size and
income levels but still result in inaccurate cost figures
because different distributions (or mixes) of incomes
and/or family sizes could have the same neans but produce
considerably different cost figures. GAQ's analysis showed
-that both programsg' costs were extremely sensitive to the
mixes of family sizes and incomnes.



APPENDIX I

'PENDIX I

Further, HUD's cost calcuiations were based on a single
ross rent figure. The costs of building, operating, and
aintaining rental units vary widely throughout the Nation.
nis wide cost variation is reflected in greatly different
evels of gross rents in different parte of the Hation.
gain, HUD's gross rent figure could accurately estimate
:he national mean rent, but because no one knows where the =
mits will actually be built--North or South, rural or urban,
ity or suburban--costs of housing prograns based on a’
single mean figure could be inarcurate.

‘We recodgnize that information about the locations of the
mits to be built under the programs aust be obtained before
m accurate nationwide cost estimate can be made. And
recause such information is currently unobtainable, we com-~
»uted cost estimates for four different areas of the Nation,
o illustrate the degree to which costs will vary.

HART 4-~GAO APPROACH

GAO:

1. 8elected four counties to represent difﬁerent parts
of the Nation.

2. Determined esligible families, by income groups and
family sizes, for each location.

3. Identified program characteristics affectiag costs.

4. Developed subsidy cost formulas for each program on
the hasis of the identified program characteristics.

6. Computed, using various assumptions, average first-
vear uniit costs to house those eligible in each
location. ‘

7. Brtimated indirect costs, including administrative
and foreclosure costs and taxes foregone, :

8.  Devised its approach with the assistance of a con-
sultant in the housing economics area. GAO presented
its methodology, assumptions, and observations to a
panel of seven consultants expert in the housing
area, and they agreed that GRO's apprcach was sound
and 1ts obzervations valid.
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”iCHART 5~~FOUR COUNLIFS SELECTED

. GAQ selectea four countles——Allegheny (Plttsburﬂh),
Pennsylvania; Durham, North Carolina; Peoria; and San .
Bernardino, California--to represent (1) different parts. -
of the Mation and "(2) locations where section 236 projectu .
were constructed. These counties r&present c1t1es ln the ‘
“East, Scuth, Hidwest, dnd Wesv.v* . PR

CHART 6--TOTAL NUMBER OF .
RENTER _HOUSEHOLDS IN PEORIA

. Before costs can be compared, the eligible population .. ..
. must be identified. HUD's Economic and Market Analiysis -
‘Division had adjusted 1970 census data for underreported
incomes. We projected the total population for tbe four
.counties to December 1974. \ .

, Alrhough homeowners may be elxglble for. elther program,
-we considered only renters in our cost study. We believe,
and HUD concurs, that it is unlikely that many homeowners
will choose to leave their homes to live in housing projects.

. We now had the number of total renter households, by
household sizes and income groups, in each of the four -
counties as of December 1974. We converted the data to the
number of households by income groups and the number of
bedrooms required. The information for Peoria's 21,011
renter nouseholds is shown by briefing chart 6. {See

p. 19.)

"CHART 7--ELIGIBILITY CRITERIA

The population data was now in a workable format. Qur
next stcp was to determine what portion of the renter popu-
lation in each of the four counties was ellgxble for each

program.

: ‘ Thé'HQUSing,and Community Development Act of 1974
established two eligibility criteria for section & honsing:

--The program is to serve only lower income families
(Eamilies whose incomes Go not exceed B0 percent of
‘the area median income). .

--30 percent of the units nust be initially occupled
by very low income families (families whose incomes
do not exceed 50 percent of the area median income).

Yo s
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"Because HUD had not finalized, at the time of our
fieldwork, procedures for adjusting area median income by
different family s.zes--one of the eslements in determining
eliqgibility~--we devised our own method. Under this method
families were considered eligible if 25 percent of their
monthly ircomes were less than HUD's proposed secticon 8
fair market rents. The Congress has recogr:zed that families
should not be reguired to pay mors than 25 percent of their
monthly incomes for standard, modest housing provided undey

Federal programs.

. HUD later published procedures for adjusting median
income. We compared the results using HUD's method and our
method, and there was no major difference.

We determined the number of families eligible for
section 236 housing in cach of the four counties by applying
the eligibility criteria established primarily by program
legislation. 'The eligibility criteria are:

1., During initial occupancy only those with incomes
of less than 135 percent of the local low-rent
public housing income limits are eligible.

2, No mere than 20 percent (40 percent in exceptional
cases) of the units may be occupied by families
which require rent supplements to assist them in
meeting the basic rents. (Defined on p. 6.)

()
3

‘puring initial occupancy all families to be
eligible must have enough income to pay 30 percent

of the basic rent.

CHARY 8--SECTION 8 ELIGIBLE
RENIER HOUSEROLDS IN DPEORIA

Briefing chart 8 (see p. 21) shows the 14,720 renter
households eligible for section 8 housing in Peoria by
income groups and required number of bedrooms.

CHART 9-~SECTION 236 ELIGIBLE
RENTER HOQUSEHOLDS IN PEORIA

Briefing chart 9 (see p. 22) shows tae 3,714 renter
households eligible for section 236 housing in Peoria by
income groups and reguired number of bedrooms. Briefing
charts 8 and 9 show that almost four times as many housca-
holds are eligible for section 8 housing in Feorlia as are
eligible for section 236 housing. Also, all the lowest
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income families are eligible for section § housing but not
all are eligible for section 236 housing.

CHART 10--PROGRAM CHARACTERIST CS

Section 236 housing program

Under the cection 236 program HUD .s authorized to
insure privately finarced mortgage loans for constructing
or cubstantially rehabilitating rultifamily housing projects
and to pay, on behalf c¢f the mo-tgagors, the mortgage insur-
ance premiums and the intcerest on the meitgaye loans over 1
percent. Because HUD makes these payments--called interest
reduction payments--it establishes a basic wonthly rent for
each housing unit that is lower tha» would apply if the
project received no Federal assistance. Basic rent is the
rent necessary to recover housing operating cost plus con-
struction cost financed under a mortgage having an interest

rate ol 1 percent.

S

HUD is also authorized to subsidize those families
which cannot pay the basic rents by paving the differernce
between the basic rents and the rents the lamilies can pay.

This subsidy is called rent supplement.

Section # housing program

Section 8 of the Housing ard Community Development Act
of 1974 authorized a program whereby HUD would make assist-
ance paywents to public housing agencies and private owners
to provide existing, newly constructed, ov substantially
rehabilitated single family and nultifamily housing for
lower and very low income families. The construction or
substantial renabilitation 2f housing uanits is eligible
for financing with mortgages .nsured under the National
Housing Act. Other eligible financing includes couven-
tienal loans, -az-exenpt bonds, and State-backed lcans.
Undear the progrom, LD will provide rent subsidies to the
housing unit owne.s. The subsidiea wlll be based on fair
narket rents for comparable standerd housing wnite as
estrnlished by a HUD survey of the local housing wmarket

ares.

CHART_11-~SUBSIDY CCST FORMULAS

We classified the costs incurred by the Felderal
Goverrment in operating the sections P ana 236 housing
DLograms into two categories. Costc gUD incurred directly
in subsidizing tenant rents, mortgage int:urcst, and

insur snce ¢costs were classified as subsidy costs. All
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"other costs--administrative and foreclosure costs and taxes
foregone~-were classified as indirect costs. To compute
the costs of housing eligible families under each program,
we developed formulas based on (1) the 1974 section 8
legislative provisions and (2) internal HUD instructions

for section 236 housing.

Section 8 housing

The formula for determining the Federal subsidy cost
of the section 8 program is shown on briefing chart 11.
{See p. 24.) Tue subsidy is basically the difference
between the fair market rent for standard, modest housing
and some percentage oi family income. The rent charged by
the owner of section 8 housing must be within limits
established by a HUD survey of fair market rents in each
county in the Nation. The percentage of income that must
be paid by the family *oward rental of the unit will range
from 15 to 25 percent, depending upon the family's income
and size. There is no subsidy when the fair market rent for
the unit is less than 25 percent of a family's income. By
considering the fair market rents HUD proposed and ihcomes
and bedroom-number needs of eligible families, we estimated
subsidy costs fcr housing all eligible families in section
8 housing in the four counties as of December 1974,

Section 236 housing

The formula for determining the Federal subsidy for
-the section 236 program, shown on briefing chart 11 (see
p. 24}, consists of two elements: a mortgage interest and
insurance subsidy and a rent supplement subsidy. We obtained
the historical costs for existing section 236 projects in
each of the four counties and updated the costs to determine
the cost to construct and operate new section 236 housing
for all eligible families as of December 1974.

We computed the monthly market and basic rents for new
mnitsg, by bedroom number (erfificiency, one bedroom, etc.)
-using HUD's section 236 program rent formulas.

We based monthly market rents, according to the rent
formula, on {l) the mortgage amount necessary to finance
construction at the current market interest rate, (2)
operating costs, and {(?) mortgage insurance premiums.

Month.y basic rents.were based on (1) the mortgage
amount necessary to finance construction at a l-percent
interest rate and (2) operating costs. WRe based operating
costs on the average ratio of total expenses, tares, and
reserves to total project replacement costs from the
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existing section 236 projects. We also used average ratios
of the percent of eguity invested and occupancy rates from
existing projects in computing operating costs of new units.

We computed the first-year section 236 subsidy~-mort-
gage interest and insurance subsidies--by deternining the
difference between the annual market rents and basic rents
and added the sum of the rent supplements-~-the net amount
that basic rents exceeded 25 percent of family income~-if

any.

CHART 12--0THER ASSUMPTIONS

: In addition to the assumptions mentioned previously--
only renters were included in vur cost comparisons, the
entire eligible population in the four counties were housed
as of December 1974, and the costs represented the first-year
new housing costs only--we made other assumptions, including:

-~Multifamily walkup-type housing. In computing subsidy
costs we used this type of construction because it
can be used in both programs and is more likely to
be uced for section B scattered-site construction
than elevator-type housing.

--Mortgage insurance financing. We chose to use this
means of financing new nousing because it is the only
type of financing which can be used under the section
236 program; it can also be used under the section 8

program.

-=Limited~dividend sponsor. Both programs permit
Timited-dividena SpOnNSOrs to own new housing. In
addition, a major part of existing section 236 housing
is owned by limited~dividend sponsors, and HUD antici-
pates that ~.ost section 8 sponsors wili be profit
motivated, :

CHART 13-~INDIRECT COSTS

All costs other than direct subsidy costs were classified
as indirect costs. These consisted of administrative and
foreclosure cosSts ana texes foregnne. The cost differences
between the estimated comparative admin’ -ative and
foreclosure costs for eacn program were siall.

With respect to taxes foregone, there were no major tax
differences between the two programs, except for <he “rollover"”
and recapture of accelerated depreciation provisions under
the section 236 program. The rollover provision states that, ;

8

gt o

b i et
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if an owner of a section 236 project sells the project to
his tenants . and buys another section 236.project, the capital
gains tax on the first project need not be paid until the
second project is ‘sold. This is equivalent -to an interest-
free loan of the amount of capltal galns tax for the 1life of

the second pxowect.

' The rollover provision could”greatlyFincrease the taxes
foregone for the section 236 housing program. However,
rollover costs should not be included in any cost comparison
of the two programs. We believe--and cur consultants agree--
that it is unlikely that owners of section 236 projects will
meet the conditions of the provision, especially since HUD .~
has determined that new section 236 housing will be provided

~only in rare situations.

- Another tax difference between the two programs is the
holding periods required to avoid paying the increased
taxes that normally would have accrued under conventional
depreciation methods. , Section 8 housing is required to be
held 16~2/3 years to¢ avoid recapture of accelerated depreci-
ation, but section 236 housing is required to be held only

10 years.
We did not consider the above difference to be lmportant,
however, because:

-~-The law providing favorable recapture of accelerated
depreciation for section 236 housing expires January 1,
1976. After that date there will be no differences
in the recapture provisions of each program.

~-=It is questionable whether any new section 8 projects
will be completed and leased hefore the favorable

provision expires, o

With the exclusion of taxes foregone, there are no major
~differences in the indirect costs of the two programs. We
therefore excluded indirect costs in making our cost compari-
‘sons and based our observations on the Federal subsidies
incurred under each of the programs.

CHART 14-~SECTION 8 EXISTING UNITEI
COST LESS5 THAN NEW UNITS, PEORIA

One difference between the sections B and 236 programs
ig that the section 8 program provides assistance to eligible
families housed in existing housing. (Both programs provide
assistance for housing eligible families in newly constructed
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or substantially rehabilitated housing. HUD's proposed fair
market rents for substantially rehabilitated housing are the
same as for newly constructed units.) The monthly fair
market rents HUD proposed for section 8 existing housing are
much less than the rvents it proposed for section 8 newly
constructed or substantially rehabilitated housing units.
For example, the rents HUD proposed for two-bedroom,
nonelevator or walkup units in the four counties were:

Rents for Rents for

exlsting units new units
Peoria $170 5214
Durham 169 117
P.ttsburgh 149 232
San Bernardino 156 168

Although the monthly market rents calculated for the
section 236 projects varied, depending on the various assump-
tions used, the calculateéd rents were always much higher than
the section 8 rents for existing units. Therefore, when
existing section 8 units are used to house eligible families,
the Federal subsidies will always be less than the subsidies
for housing the same families in new units constructed under
either the section 8 or the section 236 program.

Briefing chart 14 (see p. 27) shows the difference in
the annual subsidy for each unit for section 8 existing and
newly constructod units in Peoria.

CHART 15~~NEW UNITS - DIFFERENT ELIGIBLES AND
DIFFERENT RENTS -~ NO CONCLUSION

When the subsidy incurred in housing families eligible
under section 8 criteria, using section 8 proposed falr
market rents for newly constructed units, is compared with
the suhsidy incurred in housing families eligible under
section 236 criteria, using section 236 calculated market
rents, the results are mixed. The annual subsidy for each
unit is less for section 8 housing in Peoria and San
Bernardino but less for section 236 housing in Durham and
Pittsburgh. Briefing chart 15 (see p. 28) shows the subsidy

cost at each location.

The differences are due to complex interrelationships
among several factors including differences in:

--The number, incomes, and bedroom regquirements of
families eligible under each program.

--The housing markets in the four counties, which result
in differing fair market rents and construction costs.

10
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We question whether the results of a cost compar ison
using each progrem's differing legislative and administrative
eligibility requirements should be used. We therefore made
the comparisons hereinafter discussed,.

CHART 16--NEW UNITS - SAME ELIGIBLES AND DIFFERENT RENTS -
SECTION 8 COST3 LESS

As briefing charts 8 and 9 (see pp. 21 and 22) show, the
programs serve vastly different eligible families. We
therefore identified those families which were eligible for
section 8§ housing and computed the subsidy costs for housing
these families under each program. We used the fair market
rents HUD proposed for section 8 housing in computing section
8 costs and used section 236 rents we calculated in computing
section 236 costs. As briefing chart 16 (see p. 29) shows,
section 8 per unit costs were less at all four counties.

CHART 17--EFFECTS OF FAIR MARKET RENTS
ON SUBSIDY-~TWO-BEDROOM UNIT, PEORIA

It is important to recognize, however, that section 8
housing costs are extremely sensitive to changes in the
HUb-established fair market rents. Cost differenceg. betweep
the two programs for housing the same eligible families are
reduced as the proposed fair market rents for new section 8
units are increaced. Briefing chart 17 (see p. 30) shows
the effect that varying fair market rents have on the
section 8 subsidy.

CHART 18-~INDICATIONS THAT PUBLISHED
FAIR MARKET RENTS MAY BE T00 LOW

There are indications that the HUD-proposed section 8
fair market rents may be too low. The proposed section 8
rents were derived from updated 2~year average costs; section
236 rents were derived from actual costs updated to December
1874, The average 2-year costs would be somewhat lower than
the actual updated costs because averages. tend to ilag behind
recent inflationary cost increases.

Also, the housing industry's response to HUD's request
for comments on the adequacy of the rents it proposed has
been that the rents are too low to induce new construction
of =mection 8 housing. Consequently HUD is considering
increasing some rents.

11
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" CHART 16--NEW UNITS - SAME ELIGIBLES AND SAME RENTS -
COST ABOUT THE_SAME T

: If section 8 propoqed falr market rznts are increased
to equal the section 236 rents and if the same eligible
families are being housed in new section 8 and section 236

‘units, then the cost of the per unit Federal subsidy is «bout
the same for each program, as briefing chart 19 (see p. 32)
shows. This is true even though the form of the subsidy for -
each program differs: (1) a rent subsiay for the section 8
program and (2) a rent supplement subsidy and a mortgage-
interest and insurance subsidy for the section 236 program.

CHART 20--SECTION 8 IS MORB FLEXIBLE
THAN SECTION 236

, The section 8 hou51ng program has several features which
make it more flexible than the sectlon 236 program. The

section 8 program.
~~Uses ex1st1ng housxng.

-~Serves a larger number of famllles and more very low
income persons.

-~Automatically adjusts rents each year to compensate
for increases in operating and maintenance costs
{perhaps thus avoiding some mortgage foreclosures).

--Finances canventionally and by State~backed ioans
and tax-exempt bondsc

CHART 21-~QUESTIONS ON THE SFCTION 8 PROGRAM
WHICH THE SUBCOMMITTEE MAY WISH
TO EXPLORE WiTH HOD

1. How has HUD insured that its procedures for establishing
section 8 fair market rents will result in rents high
enough to induce developers to construct new section 8
housing? Has HUD identified or considered any minimums
or "floors" in industry's participation in the program
that would cause HUD to increase the established falr

market rents?

2. 1If costs to construct housing under the sections 8 and
236 programs are about the same~~and there are indica-
tions that these costs would be about the same--why would
section 8 rents be lower than section 236 rents when

12
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housing under each program must meet HUD's minimum
property standards and when both types of housing are
owned and operated by private owners? Would operating

costs differ greatly?

Because use of existing housing appears to be fbhe less
costly alternative for housing lower and very low income

- families, what steps has HUD taken to maximize the use of

existing housing for leasing under the section § program?

Has HUD developed (or does it wlan to develop) any
information on the effect extensive use of the section
8 program will Lave on rents charged by nonfederally
subsidized private owners?

Because the section 8 subsidy cost is sensitive to the
incomes of the families housed, has HUD determined
whether it will emphasize housing very low income
families (those with incomes no greater than 30 psrcent
of area median} or primarily those families with higher
incomes (i.e., incowmes near 80 percent of the area

median)?

It appears the section 8 provisions for automatic and

special rental adjustmertts each year will increase zection

8 future costs more rapidly than rental adjustments
allowed for section 236 housing will increase section
236 future costs. Has HUD determined for these two
programs the long~term cost differences to the Pederal

Government?

Does HUD plan to evaluate the effectiveness of the
section 8 program in achieving legislative and program
And, 1if so, of what will such an evalunation

system consist?
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ON ELDERLY RENTER HOUSEHOLDS

DATA
FOR 1HE FOUR C ONTIiES STUDIED note a)
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TOTAL NUMBER OF ELDERLY RENTER HOUSEHOLDS IN PITTSBURGH
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