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El Plan Estatal de
Vivienda

Por Los Editores

“The State Plan is based on the premise that housing is not just the provision of
shelter. Housing is part of an intricate web of relationships that incorporate factors
in different areas and require integrated approaches. Thus, housing policies cannot
be considered in isolation from economic, social and physical factors.”

- Introduccion. Recientemente se presento

el State Housing Plan 2011-2015 que, por

© primera vez, esboza una politica habitacional

integrada para Puerto Rico. El mismo se
preparé por el Grupo de Trabajo de Vivienda
(“State Housing Task Force”), presidido por
el Secretario del Departamento de Vivienda,
Lcdo. Miguel Hernéandez Vivoni. Perspectivas

. presenta un resumen muy apretado de algu-

nos componentes del plan, principalmente

- los que se refieren a las politicas y acciones
© necesarias para implantarlas.

El Plan incluye un anilisis de la situacion

© economica y de sus perspectivas, asi como
: una descripcion del cambio demogrifico,

ambos factores clave en definir la politica

. habitacional. Aunque se basa en otro trabajo

(Housing Needs and Supply Factors) comple-

. tado recientemente para el departamento de

Housing and Urban Development federal
(HUD), el Plan incluye un resumen de las

- necesidades de vivienda para personas de in-
: gresos bajos y moderados, personas en edad

avanzada y para otros grupos con necesidades
especiales como son las personas sin hogar.

El Plan incorpora un analisis de los retos
que confronta Puerto Rico en resolver el

. problema de vivienda, incluyendo los altos

© costos de construccion, la escasez de terrenos,
© los limites que impone la situacion fiscal y

: otros factores institucionales como son el

. problema de los permisos y obstaculos que

© surgen a nivel municipal.

. Un sefalamiento importante que permea
" el Plan es que la solucion al problema de la

vivienda trasciende el mero hecho de cons-
truir nuevas unidades. Requiere integrarse
con otros aspectos de desarrollo econémico
y social y, particularmente, tiene que verse
como parte de la solucién a problemas de
desarrollo urbano y comunitario.

Por limitaciones de espacio solamente se
incluyen los tres capitulos del Plan que
tienen que ver con politicas y con el plan de
implantacién.

Puerto Rico

State Housing Plan: 2011-2015

Government of Puerto Rico
September 7, 2011
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State Housing Plan 2011-2015
(Chapters IV, V and VII)

Framework for Policy Formulation

The State Plan is based on the premise
that housing is not just the provision of
shelter. Housing is part of an intricate web
of relationships that incorporate factors

in different areas and require integrated

Continuda en la pagina 2



Viene de la portada

approaches. Thus, housing policies cannot
be considered in isolation from economic,
social and physical factors.

Housing programs need to be integrated
with land use and urban planning policies.
In the case of Puerto Rico, the absence of
this integration through the decades lead
to a very negative urban sprawl situation on
the one hand and, on the other, to siting
of affordable housing projects away from
urban centers and job locations. What
this did is generate the need for persons

to use the automobile for transportation
since there is no easily accessible mass
transportation system. The consequence
was increased costs for low and moderate
income families in terms of commuting
and shopping trips.

Part of the problem mentioned is also
related to construction regulations and
financing requirements that stimulated
construction of single family detached units
that require large tracts of land that could
only be found in the periphery of urban
areas. The tax, financing and regulatory

environment acted against higher densities
and urban center development of afford-
able housing.

Developing more effective housing policies
will require changes in land use planning,
in urban development policies and in the
regulatory environment, including tax
issues and the financing criteria of private

banks.

Neighborhood deterioration has acceler-
ated in the last decade due to the recession
that has affected the Island, out migration
and the very large number of foreclosures
that have characterized Puerto Rico in

the last three years. This is a problem that
cuts across neighborhoods with different
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housing prices, but is clearly a more serious
problem in low and moderate income
ones.

In these cases, housing policies can be
instrumental in stopping further deteriora-
tion by promoting rehabilitation of aban-
doned properties, supporting families at
risk of losing their homes, and providing
support for maintenance and rehabilitation
of deteriorated properties. By promoting
initiatives that stimulate infill housing
through tax and regulatory changes, hous-
ing policies can be key factors in preventing
neighborhood deterioration.

Although much has been made of the need
to deal with central city decay, the fact is
that the process is also taking place in the
first ring of suburban development. In the
case of Puerto Rico the first such develop-
ments took place in the fifties (Puerto
Nuevo, for example) and sixties (initial
developments in Carolina and Bayamon).
Some of these initial developments are now
entering a phase in which two trends have
manifested themselves: families moving

to higher income neighborhoods, families
simply abandoning the houses either be-
cause of inability to pay, because they have
migrated, or simply because they couldn’t
sell or rent the unit and they had to move.

The potential of these suburbs for reha-
bilitation and use for affordable housing
is significant. Construction costs are lower
than in the central city, access to newer in-
frastructure is better and, in general, access
to transportation is likewise better. There
are, of course, difficulties in that land
consolidations are difficult because of the
individual ownership of units. This means
that rehab efforts must concentrate on
infill housing projects, rather than larger
developments involving a large number of
units.

Community economic development is
closely tied to housing policies in many
ways. One is, of course, the fact that hous-
ing is a type of economic activity that opens

up possibilities for job creation at the local
level. This suggests the need for integrating
housing programs with training activities
that permit community groups to carry out
construction activities. There have been
examples of such links between housing and
the generation of local economic activity
throughout the years.

One major factor influencing housing
policy going forward is the significant
housing inventory and the collapse of the
housing market in the last three years. In
August, 2011 the estimate of unsold com-
pletely constructed units is of some 14,000
units, not counting foreclosed units that
re-enter the market. The Office of the Com-
missioner of Financial Institutions estimates
the number of foreclosed units at 3,000 last
year and some 16,000 units in some phase
of the foreclosure process. Obviously, not all
will end up being foreclosed.

The bulk of the inventory is of units with
prices in excess of $210,000 with a small
number below that price. What the situa-
tion provides is an opportunity to convert
part of the existing inventory into affordable
housing. This is particularly true in projects
in which no units have been sold. On the
other hand, until the inventory is disposed
of and banks clear them from their books,
the ability of banks to finance affordable
housing projects is severely hampered. In
July, 2011 the delinquency rate of construc-
tion loans, mostly to developers, was in
excess of 65%.

A significant number of projects have lost
value after being abandoned for months
and these are now available at very low
prices. The government does not have the
financial capacity to purchase these projects
outright but incentives could be provided
to developers for conversion to affordable
housing. For example, profit tax exemption
can be granted if pre-established conditions
are met with respect to prices.

The discussion in the previous paragraphs
supports the need for a strong housing
policy that ties the issues discussed into a
coherent statement of purpose that goes
beyond individual agency concerns.

Policies and Action Items
The Puerto Rico Department of Hous-
ing has defined its priorities as providing

affordable housing for the working popula-
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tion (Policy 1), for the elderly (Policy 2)

and for populations with special needs
such as the homeless, persons with HIV/
AIDS and others (Policy 3). The following
list of policy statements and action items is
based on these priorities and, in addition,
incorporates policies on urban and land
use planning (Policy 4) and on institutional
arrangements (Policy 5). Although treated
separately it must be understood that
successful implementation of programs in
the priority areas depends on the integra-
tion of many of these action items. Many
of the items included in Policy 1, apply to
Policy areas 2 and 3, and recommendations
regarding the other two policy areas (4 and
5) apply to all three.

Given the present economic conditions in
the U.S. and Puerto Rico and the serious
fiscal constraints that exist at the moment,
those action items that require additional
investment of federal or local government
funds are minimized. What is emphasized
is the better use of existing funds and
budget reallocation to support affordable
housing programs. For example, in the case
of Puerto Rico, the Government has in
place incentives to stimulate the purchase
of homes. These incentives should be used
exclusively for affordable housing. Likewise,
a number of action items relate to the need
to leverage available state resources with
private and community resources.

Each major Policy area incorporates a num-
ber of action items. The study on Housing
Supply and Demand Factors incorporates

a number of specific recommendations. Pri-
orities and responsibilities for implement-
ing policies are incorporated in the Action

Plan Chapter.

Policy #1
Affordable Housing for the Working
Population.

Policy

Fill the gap between the need for housing
at affordable prices and available supply,

while minimizing sprawl, as well as travel
costs and energy costs, both of which im-

pose a heavy burden on moderate and low
income families.

Action Items

* Any new government initiatives with
respect to providing incentives for
housing should focus exclusively on
affordable housing.

e Tax credits that can be sold in the open
market are a potentially strong stimulus
for affordable housing construction
and should be used to stimulate specific
programs for increasing the supply of
affordable housing, as well as housing
for the elderly and for those with special
needs.

¢ Inclusionary zoning and the use
of density bonuses and other such
instruments require a fairly active market
for market rate units, and this is not the
case in Puerto Rico and will not be for
at least three years. Nevertheless, specific
legislation should be prepared that will
permit the use of these instruments when
market conditions permit.

¢ In order for affordable housing to be cen-
trally located or near mass transportation
facilities, identifying suitable locations,
excess land held by different agencies
(Dept, of Education, PR Industrial De-
velopment Co., the Land Administration
and the Department of Transportation
and Public Works, among other agencies)
and integrating the space in the perimeter
of the urban train stations for affordable
housing programs, is essential. This will
require collaboration between the Hous-
ing Department, The Planning Board and
the agencies mentioned above.

* Dealing with the cultural preference for
owner occupied single family, low density
developments will be dealt with through
better design of higher density develop-
ments and an educational campaign.
This will require formulating collabora-
tive programs with CHDOS and CBOs.

e To increase the inventory of affordable
rental housing the plan will focus on the
use of federal and competitive funding.
It is important to maintain in the rental
housing pool the approximately 13,000
Section 8 units that have contracts that
end soon, and to target those units near
transit and job centers and those in need

of substantial rehabilitation. It must be
recognized that operating rental housing
for very low income households often
requires operating subsidies, particularly
in supportive housing and in housing for
the elderly (Section 8; SHP can be used
for this too).

Resistance to rental housing is an
obstacle that has to be dealt with through
an aggressive multi-media informational/
educational campaign recognizing that for
decades home ownership has been the
principal component of housing policies.

A more flexible nuisance property legisla-
tion should be approved that considers
the existing legal framework, and that
will make it possible for abandoned and/
or vandalized properties to be acquired
by either the central government or
municipal governments, and turned over
to potential developers of affordable
housing, be they for-profit or non-profit.
In 2009, a Bill was submitted in the
Legislature and is pending approval. It
assigns responsibility to the Housing
Department for implementing of the
measure.

Infill housing policies will be established
to stimulate inner city and development
of first ring suburbs through incentives
of various types, including the turning
over of expropriated nuisance properties
to potential private developers, CBOs
and other entities.

Measures should be put in place so that
when the private market revives, a mixed
income policy can be implemented.
Mixed income developments that
depend on market rate units to subsidize
affordable housing ones are not viable in
Puerto Rico at the moment.

Dealing with the Not In My Back Yard
(NIMBY) factor through educational
programs will be required not only for
affordable housing projects, but par-
ticularly for those aimed at populations
with special needs and subsidized rental
projects. Municipal guidelines have been
developed in a number of places for
this purpose. A particularly interesting
Continua en la pagina 4
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approach is contained in the Canadian
Housing in My Backyard: A Municipal
Guide for Responding to NIMBY.

Make full use of available federal govern-
ment programs, not only in HUD, but
also in areas such as health, education
and infrastructure. These include, but are
not limited to HUD programs that are
currently underutilized such as Sections
108, 202, and 811. Section 108 can play a
key role in lowering infrastructure costs,
although repayment by municipalities
may be an issue due to municipal fiscal
conditions.

Innovative financing schemes will be
implemented, including the 4.0%
Bond Program being developed by the
PR Department of Housing. Multiple
funding sources will be explored,
including Tax Increment Financing that
will require legislation, the creation of
trust funds financed from property or
special taxes as well as others, for example,
substituting construction taxes with a
more housing friendly source of income
for municipalities.

Municipal governments can also facilitate
new affordable residential construction by
making land available. There have been

a number of precedents, notably Caguas.
By eliminating land cost or reducing it,
loan to value for the rest of the financ-
ing would look much better and private
financing made easier.

The State can use available housing funds
to stimulate private for-profit developers to
partner with nonprofits and CHDOS to
accomplish affordable housing goals. These
initiatives can include revolving loan funds
for construction loan financing.

Consider establishing minimum income
levels for households to participate in fed-
eral or State homeownership programs, at
no less than 65% of median income. This
would help to qualify more buyers for
private first mortgages. Banks should be
encouraged to create specialized mortgage
products aimed at moderate income

households with 65%,/80% of median

income.
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* Work with the banking industry to edu-
cate their employees on affordable hous-

ing programs and transactions, both rental

and sales, so they are better informed

and able to participate at a higher level in
various housing programs. Design special-
ized annual trainings and workshops for
bank employees that treat specific topics
and issues related to affordable housing.
These trainings and workshops should be
required if banks wish to participate in
housing programs for households up to
120% of median income.

Establish new construction design stand-
ards to reduce construction costs and
utility expenses while maintaining the
strength of structures. Collaborate with
developers, architects, engineers, and con-
tractors to establish and promote energy
efficiency and design standards that are
appropriate for the Island’s climate and
to utilize new building technologies and
materials. Create and implement energy
efficient or green projects. The PRHFA
is already considering projects utilizing
wood.

The absence of predevelopment capital
available to non-profits and CHDOS to
finance architectural/engineering design,
environmental testing, financial feasibil-
ity studies and other soft costs, can be
compensated with a tax credit program
that will stimulate professional firms to
provide these services at below market
rates and earmark available federal and
local funds for these uses.

Policy #2
Homes for the Erderly

Policy

Recognizing the increasing challenge of
housing a rapidly growing and low income
elderly population, put in place integrated
approaches that respond to the specific
needs of this population. In addition to the
recommendations included in Policy # 1,
specific action items to address housing for
the elderly include:

Action Items

¢ Identify the specific needs of the
population with respect to the type of
unit needed and the services required
to accompany the housing provided,
including health, transportation and
quality of life. Integrate the agencies that
provide these services into the planning
of elderly housing programs.

e Site selection for elderly homes must
take into account ease of access to health
and other services. Best practices exist
that can provide guidelines for the pro-
duction of housing for the elderly

e A program aimed at providing funding
for repairs to existing housing occupied
by elderly persons is essential.

e Easing of restrictions on developing
accessory dwelling units in older urban
neighborhoods with large elderly popula-
tions will provide rental housing while
providing complementary income to
older residents that no longer need as
much space.

Policy #3
Homes for the Homeless and
Population with Special Needs

Policy

Increase the provision of permanent hous-
ing, together with the provision of needed
supporting services, by integrating agencies
that provide these services and coordinate
actions among them and the Housing
Department. In addition to the recommen-
dations included under Policy #1, specific
action items to address housing for home-
less persons and those with special needs
include:

Action Items

¢ The complex issues arising from the
needs of these populations will require
inter-agency collaboration and the provi-

sion of public financing using both local

Contintia en la pagina 5
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and federal sources. A precise evaluation
of needs and available social services

is needed for the homeless population
and for others with special needs. This
could provide the foundations for a
referral system that would make access
to such services simpler and faster. A key
institution in this respect would be the
“Concilio Multisectorial en Apoyo a la
Poblacion de Personas Sin Hogar”, part
of the Department of Family, an entity
commissioned to develop policy for serv-
ing the homeless.

e The preservation and development of
new low rent units is essential in satis-
fying the needs of these populations.
Given actual market conditions, the
initiatives will have to be public sector
driven. Efforts to maintain current Sec-
tion 8 units as rental units will be put in
place, including support to owners for
rehabilitation of units.

¢ HPRP identified some 10,000 house-
holds at risk of losing their houses. Ef-
forts to support these families need to be
strengthened given the expected increases
in foreclosures.

e The policy with respect to homelessness
has to be flexible enough to differenti-
ate among the causes of homelessness
and the potential in each case for a
permanent housing solution. Although
transitional housing is an important step
in the continuum of care model it is not
necessary in some instances. The Point in
Time Survey of 2011 reflected a growing
number of homeless with children. In
most cases these families do not need
to go through the different stages of the
Continuum of Care model. Emergency
shelters for these populations (victims of
domestic violence and their children, or
families that have lost their homes due
to the economic crisis) may be required
until a permanent solution is found.

Policy

Policy #4

Land Use and Urban Planning Issues
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Achieve the flexibility necessary in planning
and land use regulations to facilitate the
construction and rehabilitation of afford-
able housing.

Action Items

Make certain that the new land use plans
incorporate measures that will set aside
the space required for affordable housing
and housing for populations with special
needs. Inclusionary zoning should be in-
tegrated into land use plans so that when
the market recovers it can be utilized. A
precedent exists in the joint development
planning projects around urban train sta-
tions.

Addpressing the problems presented by
the deterioration of the older first ring
of suburbs presents an opportunity for
the development of affordable housing
since infrastructure and access are gener-
ally better than in the older town centers.
Revisiting the joint development projects
associated with the Urban Train and revis-
ing them in order to stimulate develop-
ment of affordable housing could be a
major opportunity.

A neighborhood based approach should
be adopted by municipalities, the PR
Planning Board and the Department of
Housing to preserve, rehabilitate and
improve neighborhoods, particularly
those that can be characterized as “anchor
neighborhoods” that provide stability to
urban areas.

The PR Planning Board and the Land
Administration should be responsible for
managing land banking initiatives that
will provide space for affordable housing
projects at a reasonable cost. The PR
Conservation Trust provides a model

for handling a land banking initiative
through a Land Trust.

Policy #5
Institutional Issues

-_ } i’{\

Policy

Solving the housing problem is a long term
proposition and measures have to be put
in place to assure that adopted policies

and priorities have continuity and are not
abandoned with changes in administration
or in agency staffing.

Action Items

Creating a State Housing Policy and
Implementation Committee (HPIC)
with participation of key stakeholder
groups, municipalities and the central
government will strengthen the continu-
ity of efforts and assure, through periodic
meetings that implementation of the
State’s policies is proceeding as estab-

lished.

Adopt an omnibus bill that takes into
account all of the suggested housing
policy recommendations in a coherent
and meaningful manner. This would
include policy recommendations for land
use, taxes, legislation referring to specific
programs, and other pertinent items.

A regional focus will be used that
recognizes differences in income levels
and other conditions among the Island’s
regions. The PR Planning Board’s pro-
posed regionalization scheme will be a
key component of the approach recom-
mended.

Municipalities will be encouraged to
create Regional Housing Councils. Mu-
nicipal agencies and coalitions of non-
profit service providers grouped in these
Councils will have an important role in
advancing affordable housing programs.
The larger municipalities will act as hubs,
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providing technical and support services
to the smaller ones. Strengthening the
technical staffs at the municipal level
should be part of the process.

A Housing Policy requires integrated
approaches that recognize that it is much
more than shelter. In the government,
this requires creating an entity that will
incorporate the social services and infra-
structure dimensions. A management
structure for the housing system will be
established to assure coordination of the
diverse services required for housing and
integrated community development.

Breaking down bureaucratic silos through
carefully crafted agreements and or policy
statements is essential. Metrics for meas-
uring department performance should
move away from single purpose measures
and recognize the importance of inter-
agency collaborative efforts.

Establish a training program and
minimum capacity standards for housing
agencies and municipalities. Federal
agencies such as HUD have offered

to partner in the creation of such a
program with funding and expertise.
This would help determine the proper
level of capacity to administer housing
programs and types of positions that
should be maintained across political
administrations. After demonstrating
success, this could be expanded to
include professional training for other
sectors.

Promote broad participation of CBOs,
private sector organizations and individu-
al firms in dealing with housing issues.

25
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e Improve existing and introduce new pro-
grams that will strengthen CBOs in terms
of their knowledge of housing, permit-
ting, compliance with HUD regulations,
construction and community develop-
ment programs. A certification proce-
dure should be instituted that identifies
specific entities as those most adept at
implementing housing related programs.

CHDOS should likewise be evaluated to
determine their capacity to meet HOME
program requirements. The goal is to de-
velop experienced and capable CHDOS
on a regional basis to implement housing
programs. Spanish language materials

must be developed to facilitate this pro-
cess for CHDOS and other CBOs.

An aggressive information and education-
al process on HUD and other programs
will be put in place to assure that they are
well known in the community.

Efforts will be made to eliminate differing
tax regimes in different municipalities,
related to construction taxes and impact
fees.

Municipalities have to be convinced that
affordable housing can be a positive factor
in order to change present attitudes.
Municipalities should be brought into the
process early on. Municipalities must play
a key role in selecting sites for potential
affordable housing developments in their
municipalities.

Municipal assistance for home repairs can
be leveraged by self help programs that
have proven to be very successful in some
municipalities. The municipality provides
materials and the homeowner seeks the
voluntary work of neighbors and, of
course, him or herself. Guidelines for
these initiatives need to be drafted.

Integrating the banking sector is essential
and a specific collaborative mechanism
needs to be established that will permit
programs for first time homebuyer
mortgages, credit repair and counseling
to ease the process for low and moderate
income households.

The banking sector needs to strengthen
its CRA activities with respect to af-
fordable housing. Banks can create an
industry entity responsible for manag-
ing CRA activities related to housing.
It could, for example, act as the sector’s

planning and information gathering unit
with respect to affordable housing needs
and programs, put together a system

in which each bank would finance a
predetermined number of units, but the
identification of projects, assigning priori-
ties, improving information flows and
identifying needs would be done at the
industry level. The idea is to have a more
coherent approach to affordable housing
on the part of the banks, lower costs and
reduce risks for individual banks. There
exists an industry CRA Committee, with
a limited charter, which is a first step in
the proposed direction.

Action Plan

The implementation of the State Plan
recommendations will depend on the
institutional framework developed in
Puerto Rico for this purpose. The action
items described below focus on creating
this framework in terms of organizations,
procedures and legislative measures.

Creating Housing Policy and
Implementation Committee

The first item in the implementation
agenda is the creation of the Housing Policy
and Implementation Committee (HPIC),
charged with formulating an overall hous-
ing policy and implementing the State Plan
framework.

This Committee will be made up of the
following:

e Secretary of Housing - Chairman

* Executive Director of the PRHFA

e HUD Puerto Rico Office Director

e The Governor’s Advisor on Housing

¢ Director of the OGPe (Office of Permits
Management)

e Chairperson of the Puerto Rico Planning
Board

e Chair of the Mayors’ Association
* Chair of the Mayors’ Federation

* A representative of the Municipality of
San Juan

The HPIC will be created by an Executive
Order of the Governor that spells out its

Continua en la pagina 7
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