Director Sandra L. Thompson
Federal Housing Finance Agency
Division of Housing Mission & Goals
400 Seventh Street, 9th Floor, SW
Washington, DC 20024

August 19, 2024

RE: RFI on Application Process for the Federal Home Loan Bank Affordable Housing Program
We appreciate this opportunity to assist the FHFA in improving its application process for members and project sponsors of the Federal Home Loan Banks' (FHLB) Affordable Housing Program (AHP). We commend your administration's efforts to streamline the AHP application process to improve the FHLBanks' ability to provide the necessary funding to address the shortage of affordable housing.
The National Housing Resource Center (NHRC) has been organizing over 1,400 nonprofit HUD-approved housing counseling agencies (HCAs) in the United States for over 12 years. The National Housing Resource Center advocates for the nonprofit housing counseling industry, housing consumers, and underserved communities. It is imperative to make AHP funding more accessible to nonprofits and community organizations like housing counseling agencies because they are at the frontline of helping low-income consumers find safe, affordable housing.
The Congressional Budget Office (CBO) recently reported that in 2024, the FHLBank System will receive 7.3 billion dollars in government subsidies. Most of the subsidy amounts originate from their government-sponsored enterprise (GSE) status. The CBO concluded that GSE status reduces FHLBank borrowing costs by 40 basis points. As a result, the FHLB can borrow at rates that are near the rates of Treasury-issued debt.
The public receives minimal returns from the $7.3 billion in government subsidies. In 2023, statutory and voluntary Affordable Housing Program (AHP) funding amounted to $390 million in spending towards affordable housing. In the same year, the FHLB spent 8.5x as much on paying out $3.4 billion in dividends to its members. As a result, the bulk of FHLBank subsidies flow directly to support members' profits rather than being spent towards advancing fair and affordable housing and community development, as indicated by its mission.

We believe that the FHLB System has the financial capacity to invest more in AHP funding beyond the bare minimum of 10%. Since 2008, the FHLB has added billions of dollars in profits annually to their capital as retained earnings. The FHLB exceeds its safety and soundness requirements by FHFA. In Q1 of 2024, the FHLB had a 1.83% excess regulatory capital ratio, equivalent to $23 billion in regulatory capital surplus.
The FHLB uses its currently retained earnings as debt-free support for an investment portfolio to generate profits for its members. The additional retained earnings offer an opportunity to advance the FHLBank System's mission achievement by using them as investments for the AHP program.
We commend Treasury Secretary Janet Yellen in her proposal for the FHLB to increase their funding commitment from 10% to at least 20% for the AHP. The FHLB would have contributed $2 billion more over the past five years if this were mandated. We support an annual investment of 30% in the current funding in the affordable housing market. The FHLBs must leverage the AHP program to provide affordable housing supply now while housing costs are pricing too many people out of the homeownership market and in the future to help keep homeownership accessible.

Question 1: Are there particular components of the FHLBanks' AHP application processes that could be made more effective or efficient, and if so, how? Are any of the FHLBanks' specific documentation requirements for AHP applications unnecessary for verifying that the applicant meets the AHP eligibility requirements and scoring criteria? Are there ways to streamline the application process while maintaining the FHLBanks' ability to verify applicants' compliance with the AHP eligibility requirements and scoring criteria?
FHLBanks' AHP application processes could be more effective in its response time to applicants. The National Housing Resource Center's survey collected feedback from housing counselors with HUD approved housing counseling agencies (HCAs). HCAs had varying experiences with clients based on their local FHLB's requirements. We found that HCAs struggled with variable application requirements, matching requirements, and contract requirements. The applications are burdensome, so applicants deserve better response time from FHLBanks. FHFA should establish standards for fund disbursements. There is no reason for banks to not have a 21-day turnaround on applications. A faster response time could help improve the influx of AHP applications.

Question 2: How do the FHLBanks' AHP application processes compare to those of other providers of gap funding concerning scope, complexity, and documentation requirements?
Housing counseling agencies struggle with the requirement of matching funds for rehabilitation because it adds financial risk to the organizations. We recommend easing the requirement because this presents a financial risk for the organizations providing the loans. Housing counseling agencies are already financially strained by the lack of federal government funding and inflationary costs. They lack the financial capacity to provide funds for every applicant.
In the National Housing Resource Center’s survey, housing counselors said that the funding for down payment assistance runs out quickly because the funding is granted on a first-come, first-served basis. When housing counselors help clients apply, they often must either wait for the funding to be available or discover it has already run out. We recommend sending out a notification when the funding is available or spreading out the funding throughout the year so that housing counseling clients have a better chance at applying for and receiving much-needed assistance.
We urge the FHLB to provide more funding opportunities to its members seeking to help low- and moderate-income households. We recommend that in your streamlining of applications, there should be consistent guidance information to consumers of all 11 branches. In our survey, housing counseling agencies indicated that the application process is unclear regarding contract requirements. Housing counseling agencies have heard complicated and contradictory information based on the staff that responds to them.
We urge FHFA to address these application issues by implementing comprehensive and uniform requirements to increase understanding of rules. The AHP is one of the largest sources of private sector grants for housing and community development in the country and we believe that these reforms need to be adopted to provide vulnerable populations access to a supply of safe, affordable housing.

Question 3: Do the FHLBanks' AHP application processes leverage other funders' applications/requirements? Are the AHP application processes duplicative or complementary of other funders' underwriting requirements and processes? Do the AHP application processes create the need for additional information and documentation?
We have heard from housing counselors that the AHP application process is duplicative.
We expect that the new streamlined application process will have more direct guidance and member incentives to help increase performance.
The AHP application process should create more internal information and documentation among FHLBanks. We recommend tracking the amount of AHP applications that are pending, approved and denied. It is important to evaluate these metrics for efficiency and fairness. We encourage tracking the number of applications that banks are responding to because organizations need a better response time. FHFA should encourage banks to include application participation as part of the member participation points. We recommend reinstating member participation points for FHLBanks to process the applications and disburse funds. This would show a strong commitment to the AHP. Currently, the FHLBanks do not have an incentive to process applications.

Question 4: Should the AHP regulation allow the FHLBanks to differentiate their AHP application requirements for projects requesting subsidy that constitutes a small percentage of the total funding in the project? If yes, why? Do other gap funders differentiate their application requirements for smaller projects?

Question 5: What role do consultants provide in applying for AHP funds? What are the reasons that an AHP applicant may use a consultant? To the extent that applicants are using the services of consultants to apply for AHP subsidy, how does the practice compare to the use of consultants for other sources of gap funding? 
None of our survey respondents reported working with a consultant on the application. Housing counseling agencies may not be able to afford a consultant to help them. We recommend simplifying the application process so that applicants do not need to hire an additional consultant to help them.

Question 6: Are there effective practices the FHLBanks could implement to coordinate the underwriting review process across multiple funding sources in a project? 
The FHLB system could ease scoring to grant organizations funding. We heard from a housing counseling agency that the scoring for owner-occupied projects is systematically designed to weed out those projects. The funding for owner-occupied should be separated from rental or eliminated. In our survey, a counselor said "The current process of having nonprofits jump through the hoops of writing an application and having no chance of scoring high enough to receive funding is demeaning and disingenuous.".

Question 7: What is the single most important change you would recommend for improving the AHP application process? 
We urge each FHLBank to increase their funding commitment from 10% to at least 30% for the AHP. The affordable housing crisis needs to be addressed equally by all 11 branches due to the growing need for housing assistance. Each branch has the financial capacity to provide affordable housing program funding, but some branches are underperforming in their communities. We recommend additional oversight to ensure that each branch is meeting its commitment of AHP funding during this affordable housing crisis. The FHLB has an opportunity to help better serve low-moderate income communities.

Question 8 What concrete steps would you recommend for simplifying the AHP application process and why?
We urge the FHLBanks to increase their commitment to AHP applications by improving their response time, increasing their investment toward the program, and having uniform application requirements for all applicants regardless of their location.
Housing counselors reported that there is a lack of knowledge about this application process and how to access it. We recommend partnering with the HUD Office of Housing Counseling to increase information literacy over the AHP application process to ensure more equitable results across all 11 branches. The first-come, first-serve disbursement of funding does not give applicants a fair chance at receiving funding, especially for organizations with limited capacity to complete the complex application. Survey respondents reported the need for more transparency, consistency between applications, and elimination of redundant steps and forms. The funding could be disbursed multiple times throughout the year to ensure that applicants have a chance at receiving assistance year-round. We believe that applications can also have an online portal to improve the process and comprehension of applicants. This portal could notify applicants of the status of their application.
In our survey, some housing counselors reported that applicants would benefit from not having a deadline to find an option. It would also be helpful to have an FHLB representative to reach out to for help after-hours as well. We recommend that all FHLBs be required to reimburse applicants within 21 days. There is a need for more flexibility in member financial participation, as well as removing the attorney certification for nonprofits. The cost certification by an outside auditor or attorney is an additional financial burden to nonprofit organizations. The survey respondents were thankful for the opportunity to comment on this process.
Thank you for making the necessary efforts to streamline the AHP application process. 
Signed,
National Housing Resource Center
Cristy Villalobos-Hauser
chauser@hsgcenter.org

