
Sequestration – Impact on Metro HRA  
Rent Assistance Programs 

March 18, 2013 

Metro HRA 

Community Development Committee 

Presenter
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Good afternoon Mr. Chair and members of the committee.  
I am here today with an information item on the impact sequestration has on the Council‘s rent assistance programs.  



• Automatic across-the-board budget cuts 
• Outlined in the Budget Control Act of 2011 
• American Taxpayer Relief Act 
• Effective March 1, 2013 
• $85 billion in cuts to domestic and defense 

programs 
• Includes Non-Exempt non-defense 

discretionary programs 
 
 

Sequestration 

Presenter
Presentation Notes
So, what is sequestration? Sequestration is a series of automatic across-the-board budget cuts to federal domestic and defense spending. 
The Budget Control Act of 2011 states that if congress did not pass a deficit reduction strategy by January 1, 2013, these automatic budget cuts would kick in. 
On January 3rd the American Taxpayer Relief Act was enacted which delayed the sequester to March 1st, giving congress more time to put together a spending reduction plan.  This Act also reduced the required reductions from $109 billion to $85 billion in cuts. . .  And from an 8.2% to a 5.1% cut to non-defense discretionary programs and that is us. 
Now March 1st has come and gone with no budget deal so sequestration will take effect.  



• Includes Housing Choice Voucher program 
• 5.1 % reduction for CY 2013 
• Two funding sources 

• Subsidy payments - $2.5 reduction 
• Administrative fees - $350k reduction 

• $2.5 million = rental assistance to 500 
families  
 
 
 

Sequestration 

Presenter
Presentation Notes
As I indicated, sequestration impacts all federal non-exempt discretionary programs.  This includes the Housing Choice Voucher program. 
 The voucher program will suffer a 5.1% loss of funding for 2013.  
This impacts the two pots of money we get from HUD and equates to a $2.5 million reduction for subsidy payments.  $2.5 million equates to provision of rental assistance for 500 families for a year.  
We will also experience a $350,000 reduction from our administrative fees which is really the paycheck we get to cover administrative costs associated with program operation. 




1. End rental assistance for 350 families  
effective May 1, 2013 and reduce program 
size through regular monthly attrition 

2. Use Section 8 reserves to cover shortfall 
and keep program size the same as 2012 

3. Some combination of both above – reduce # 
of families served and use some reserves 

Options – Subsidy Payment 

Presenter
Presentation Notes
 As we were planning for the potential of sequestration, we came up with some options and scenarios for consideration.  
The first one is to end rental assistance for 350 families effective May 1, 2013 as well as reduce program size through regular monthly attrition through the end of the year. 
The second option is to use Section reserves to cover the full shortfall and keep the program size the same as current or served in 2012. 
The third is to use a combination of both reducing program size and using some reserves. 



• 350 families lose their rental assistance 
• Devastating effects on families served 

• Disabled, elderly, families with children, veterans 
• Pushed into substandard, unaffordable housing 

or homelessness  
• Would keep spending in line with reduced 

budget authority 
• Families are put on top of waiting list 
 

 

 

Considerations of Option 1 

Presenter
Presentation Notes
What, you might ask, are the details of option #1.
This option has the most devastating effect on the families served.  If this is the route taken, 350 families, including elderly, disabled and families with children will be forced into substandard housing, rent burdened situations or even homelessness.  
The only positive of this option is that it would keep spending in line with what we will likely receive from HUD for funding.   
If a families assistance is terminated for lack of funding, their name is placed on the top of the waiting list for reinstatement once funding is available.  




Considerations of Option 2 
• Use $2.5 million in Section 8 reserves 
• Least impact to families served 
• Current reserve balance = $7 million 
• Would result in reserve balance falling below 

Council’s target threshold 
• Use of local funds for a federal program 
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Presentation Notes
Option #2 would utilize $2.5 million in Section 8 reserves to keep all current families housed and sustain the current program size – similar to the number served in 2012.
This option would have the least impact on program participants
The concern with this option is it would push the Council’s reserve balance below the target threshold which is 8.3% of budgeted operating expenses or $5.25 million.
The current Section 8 reserve balance is $7 million.  If we spend $2.5 million, that only leaves a $4.5 million reserve balance.   
There is also some thought that if we used reserves to cover the entire shortfall, there are no real consequences – we would be using our own funds to pay for a federal program.   



Considerations of Option 3 
 • Reduce program size and use reserves 
• Regular monthly attrition  

• Average 45 per month = 540 per year 
• Due to reduction over the entire year 

• Spending $1.5 million in reserves 
• Results in starting 2014 with correct 

program size 
 

Presenter
Presentation Notes
Option three uses a combination of reducing the program size and using some reserves to ease the impact to the program participants.  This option would not push families into homelessness.  
Rather, the program would shrink over time through regular monthly attrition.  There are about 45 families per month or 540 per year that go off the program for a variety of reasons.  
We would no re-fill the slots that are vacated in order to accomplish a program size reduction.  
But . . .. Because we would accomplish this over the remainder of the year, this option would require $1.5 million in reserves.  
It would, however, put us a the correct program size for starting 2014, assuming these budget reductions continue.   



Considerations of Option 3 
 • Balanced approach 
• Mitigates negative impact to families served 
• Keeps target fund balance above Council 

threshold 
• Option recommended by staff and supported 

by Chair Haigh and Regional Administrator 
Born. 

Presenter
Presentation Notes
Option 3 certainly is the most balanced approach and eliminates the negative impact to the families currently served with rent assistance.
After spending $1.5 million in reserves, the reserve balance would remain above the Council’s threshold.  
This is also the option that has the support of Chair Haigh and Regional Administrator Born.    



Additional Considerations 
 • Program size reductions are permanent 

• Future year funding based on current year 
spending 

• No waiting list selections in 2013 
• All in selection process put on “hold”  
• Freeze on Project Based Voucher moves 
• No PBVs offered through MN Housing’s 

Super RFP in 2013 

Presenter
Presentation Notes
Some additional considerations for us all to think about are listed here. 
Program size reductions become permanent.  Future funding is based on current year spending.  So, if we spend less this year, we will get less next year. 
Options 1 and 3 mean we will not be selecting any applicants from the waiting list in all of 2013.  
All persons previously selected from the waiting list that have not gone under contract were already put on “hold”.  There are 162 families in the selection process.  All of them received letters stating, due to funding reductions, we are not able to serve them with rental assistance at this time and that once funding is available, their vouchers will be reinstated. 
Families that live in project based voucher units have an option to move with a tenant based voucher upon request.  A freeze was put on all these moves.  Once we have vouchers available, the freeze will be lifted. 
Then lastly, no new project based vouchers will be offered this year through MN Housing’s super RFP process.  




Other Cost Containment Strategies 
 • Reduce the number of bedrooms given to 

families 
• Institute a freeze on moves to higher cost 

units 
• Rent freeze for all landlords 
• Freeze on filling PBV vacancies 

 

Presenter
Presentation Notes
As we continue to examine scenarios and await a final funding award from HUD for 2013, there are other cost containment strategy options that we are able to undertake and that are being considered.  These include:  
Reduce the number of bedrooms give to families to reduce the average subsidy payment per family.  
We could put a freeze on rent increase requests or a freeze on participant moves to higher cost units.  
Although we already put a freeze on project based moves with a tenant based voucher, we are still filling project based vacancies, including the 150 Council-owned unit.  The next step would be to force PBV owners, including ourselves, to sit with vacant units until funding is available.  





• Administrative Fee earned for every voucher 
in use 

• Reduce program size = reduced fees 
• 5.1% fee reduction 
• Lowest Funding in History of Section 8 

Program 
• 2012 – received $.80 on dollar for admin fees 
• 2013 projection - $.69 on dollar for admin fees 
 

Administrative Fee Impact 

Presenter
Presentation Notes
I talked about the subsidy side of our budget and the options there.  The other piece of the puzzle is the administrative fee side.  
The Council receives a fee for each voucher in use during a given month.  If we reduce the program size, this means we earn less fees.  
In addition to that, we will receive the 5.1% cut on the administrative side as well.  
With both of these things taken into account, our administrative budget is reduced by about $350,000 .
This means we will be going from a budget showing a profit of about $300,000 to a budget amendment showing us in the hole by about $60,000.  



• 2013 budget $300k in black 
• Reduction results in $60k in red 

• How will we accomplish this? 
• Vacant staffing position will remain vacant 
• Internal administration of services 
• Careful scrutiny of 2013 expenditures 
 

Administrative Fee Impact 

Presenter
Presentation Notes
I talked about the subsidy side of our budget and the options there.  The other piece of the puzzle is the administrative fee side.  
The Council receives a fee for each voucher in use during a given month.  If we reduce the program size, this means we earn less fees.  
In addition to that, we will receive the 5.1% cut on the administrative side as well.  
With both of these things taken into account, our administrative budget is reduced by about $350,000 .
This means we will be going from a budget showing a profit of about $300,000 to a budget amendment showing us in the hole by about $80,000.  



• Shelter Plus Care 
• Impact funds awarded in spring 2014 
• May reduce program size from 360 to 325 
• Accomplish through attrition 

• Housing Opportunities with Aids (HOPWA) 
• Impact renewal grant for July 1, 2013  
• May reduce program size from 58 to 55 
• Accomplish through attrition  

 
 

Additional Program Implications 

Presenter
Presentation Notes
I talked about the subsidy side of our budget and the options there.  The other piece of the puzzle is the administrative fee side.  
The Council receives a fee for each voucher in use during a given month.  If we reduce the program size, this means we earn less fees.  
In addition to that, we will receive the 5.1% cut on the administrative side as well.  
With both of these things taken into account, our administrative budget is reduced by about $350,000 .
This means we will be going from a budget showing a profit of about $300,000 to a budget amendment showing us in the hole by about $80,000.  
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