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IN the Spotlight:

THE INDIANA ECONOMY

Hoosiers and Affordable Housing:
The Indiana Housing Finance Authority

he Indiana Housing Finance
I Authority (IHFA) works to

address the entire spectrum of
housing needs, from homeless shelters
to rental to homeownership. But the
impact of its programs reaches far
beyond housing. Decent, safe and
affordable housing creates stability in
both families and communities. Such
stability can have a direct impact on a
family member’s employment, a child’s
education and investment in a
neighborhood.

IHFA’s partners in the affordable-
housing industry include realtors,
lenders, for-profit and not-for-profit
developers, community development
corporations, local units of government,
investors, investment bankers, federal

and state agencies, tenants and
legislators.

IHFA was created by the Indiana
General Assembly in 1978, receiving
no state revenues for its programs or
operations. All of IHFA’s resources are
federal and include an allocation of
private activity bonds from the Indiana
Development Finance Authority for
single-family programs, Rental
Housing Tax Credits, the HOME
Investment Partnerships Program
(HOME) and Community Development
Block Grant (CDBG) funds. IHFA’s
financial soundness has earned an Aaa
rating for single-family bonds and an
Aa3 rating for general obligations/
issuer bonds.

(continued on page 2)

Figure 1: Homeownership Rates, 1984-2000
Hoosiers outpace the nation in owning homes

76

o [—us

72 [t e oo — |ndiana

..................................

T B A T T

7000
68 |-\

Percent

66

64
62

60 -
P P L D
NN

Source: U.S. Census Bureau

S D H NS PP
S S S R S CIN - CRC S
N I N I OO

TP RN
K &
&P S

v

*Revised data were used for 1993

Vol. 2, Issue 4

INSl DE this issue:

IN THE SPOTLIGHT
Hoosiers and Affordable
Housing: The Indiana Housing
Finance Authority

IN LOCAL AREAS:
PART I

Unemployment Rates Edge
Up Slightly

IN LOCAL AREAS:
PART |1
Slight Jump in Unemployment

Rates Normal This Time of Year

IN THE NEWS
No Recession in National
Unemployment Data

IN THE DETAILS
Building Permits: Useful
Indicator or Meaningless
Information?

LEIELE]
Unemployment
Rate for
January 2001:
3.7%

6




IN the Spotlight
(continued from page 1)

In 2000 THFA committed $351
million in resources to stimulate $445
million in investment in housing-related
activities, including rehabilitation, new
construction and mortgage financing.
IHFA’s programs fall into three areas:
Homeownership, Community
Development and Rental Housing.

Homeownership

Indiana enjoys one of the highest
homeownership rates in the country.
At 74.9% in 2000, Indiana ranked

eighth highest in homeownership rates
in the country, well above the national
average of 67.4% (see Figure 1 and
Figure 2).

To help low- and moderate-income
families become first-time
homebuyers, IHFA administers a
program of below-market-interest-rate
mortgages, Mortgage Credit
Certificates (MCCs) and down-
payment assistance. MCCs are tax
credits that homeowners can claim on
a percentage of the interest they pay
on their mortgage each year. Both the
mortgage program and MCCs are

Figure 2: 2000 Homeownership Rates by State

Indiana enjoys one of the highest homeownership rates in the nation

Source: U.S. Census Bureau, Housing Vacancies and Homeownership Rates

B 74.9 and higher (8 states)
[ 67.4-74.8 (31 states)
[ 1 Lowerthan 67.4 (11 states)

made possible through private activity
bond allocations. Down-payment
assistance is financed primarily with
HOME funds.

Community Development
IHFA’s Community Development
programs support a variety of housing
activities with federal HOME and
CDBG funds and Indiana’s Low
Income Housing Trust Fund. The
housing activities supported through
these programs include emergency
shelters, youth shelters, transitional
housing, migrant/seasonal farmworker
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housing, rental housing, homeowner-

ship counseling, down-payment
assistance, homeownership and owner-
occupied rehabilitation.

To assist local units of government
and Community Housing Development
Organizations (CHDOs) plan and
prepare for housing activities, IHFA
also funds housing-needs assessments,
feasibility studies and predevelopment
loans. Additional funds are awarded to
CHDOs for operating funds.

Rental Housing
For many seniors and young people,
— both growing sectors of Indiana’s
population — renting can be preferable
to owning. The two primary programs
that IHFA administers to provide
financial incentives for developers to
build or rehabilitate affordable rental
housing are Rental Housing Tax
Credits (RHTCs) (see Figure 3 on
page 4) and Multifamily Bonds.
RHTCs are authorized by Section 42
of the Internal Revenue Code. RHTCs
can be used as a credit on a
developer’s federal tax return or can be
sold to investors to raise equity for a
development. Multifamily Bonds are a
form of private-activity bond that is
tax-exempt and issued by state or local
governments. The interest on these
bonds is generally tax-exempt, which
is attractive to investors and typically
results in lower financing costs and
interest rates for the developer. Both
programs are administered on a
competitive basis to for-profit and not-
for-profit developers. As a requirement
of the programs, the units developed
with these resources must be rented at
affordable rates for at least 15 years.
(continued on page 4)
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A Detailed Look at IHFA’s Impact in 2000

Homeownership

2,405 Hoosiers bought their first homes with more than $169.1
million in IHFA mortgages. The average income of these
households was $32,098 and the average purchase price was
$72,857.

Of these loans, 844 also received down-payment assistance totaling
more than $3 million. The average income for these households
was $22,865 and the average purchase price was $57,998.

IHFA also issued 492 MCCs totaling almost $41 million. The
average income of these households was $36,849 and the average
purchase price was $86,097.

Community Development

182 units of emergency shelters and transitional housing were
funded with $3.25 million.

146 units of affordable rental housing were funded with $3.76
million.

59 single-family homes for sale or lease-purchase to low- and
moderate-income families were funded with $1.86 million.

332 owner-occupied homes were rehabilitated with $4.5 million.
246 families received homeownership counseling and down-
payment assistance with $2.15 million.

Rental Housing

1,543 affordable rental units in 29 developments across the state
were allocated $80 million, over a 10-year period, in RHTCs. The
total anticipated cost for these developments is more than $112
million.

1,115 affordable rental units in five developments were awarded
more than $39.3 million in Multifamily Bond issues. The total

anticipated cost for these developments is more than $60 million.

For more information about the Indiana Housing Finance Authority
or any of its programs, call (317) 232-7777 or visit the IHFA Website
at www.indianahousing.org.
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IN the Spotlight
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As well as creating new rental
housing units, IHFA is very concerned
about the preservation of existing
affordable rental units. Because of this,
IHFA became the Participating
Administrative Entity (PAE) in the
U.S. Department of Housing and
Urban Development’s (HUD’s) Mark-
to-Market program. This program is
designed to restructure the rent or debt
of property-based Section 8
developments in order to keep them in
the Section 8 program when their
contracts expire. To date, IHFA has
successfully kept 625 units in eight
properties in the Section 8 program.

In addition, effective Oct. 1, 2000,
IHFA became the contract
administrator for 292 Section 8
property-based contracts in Indiana.
This is part of HUD’s efforts to
decentralize their responsibilities and
assign them to statewide organizations.

Looking ahead

Late in 2000, the U.S. Congress passed
legislation that will significantly
expand some of IHFA’s programs.

This legislation, the Consolidated
Appropriations Act for 2001, increased
the cap on the amount of RHTCs that
can be allocated in a state from $1.25
per capita to $1.50 per capita effective
Jan. 1, 2001, and to $1.75 per capita
effective Jan. 1, 2002. The cap on
private-activity-bond volume was also
increased from $50 per capita to
$62.50 per capita effective Jan. 1,
2001, and to $75 per capita effective
Jan. 1, 2002. Both caps will be indexed
for inflation beginning in 2003.
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Figure 3: Average Annual Rental Housing Tax Credit, Per Unit by County

Calculated based on all active tax-credit units, 1986-2000
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