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KEY ISSUE ADDRESSED
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A number of rural South Carolina towns with populations of 2,000 to 8,000 were in need of both affordable rental housing and downtown revitalization. These jurisdictions did not have the capacity to initiate and implement the necessary development on their own. Many of these rural downtowns were in significant decline, with large numbers of vacant and substandard buildings. In an effort to resolve these problems, the State of South Carolina invested significant amounts of CDBG and other state funds in seven affordable housing projects that have involved the renovation of historic downtown buildings as affordable rental housing.

SUMMARY

Type of Project/Program:  Housing Development - Rental
Agency/Contact Link: South Carolina Department of Commerce
Project/Program Staffing: Existing staff

When Project/Program Began: 1997

Project/Program Description: The development of affordable rental housing in seven rural South

Carolina downtowns did not require the establishment of a new, separate program. Instead, the

Department of Commerce, which has typically funded housing rehabilitation and infrastructure to support affordable housing, focused more than $2 million of its existing CDBG program resources on these seven projects, in partnership with other state programs and the private sector. This investment leveraged more than $11 million in total funding. Funding for each of the projects was awarded competitively, based on need, impact, citizen participation, leveraging and performance and capacity of the grantee (local government). The seven projects have resulted in a total of 113 affordable rental units, benefiting 197 low and moderate income persons.

In each case, the state CDBG investment has been structured as a loan from the local government to the developer. The state agency has functioned as a facilitator and provided necessary technical assistance to the local governments that typically lack the capacity to assemble sophisticated real estate deals.
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In most of these cases, although there was a significant need for affordable rental housing, especially for seniors, the projects would not have been economically feasible without the contributions of both state and local governments. With formerly unused structures put back into productive use, there has been an increase in downtown economic activity as well as an improvement in the physical environment. The communities in which these projects have been completed include Chester, Clinton, Great Falls, Lancaster, Mullins, Union and York.

Project/Program Cost: Between 1997 and 2004, the state CDBG program invested a total of $2.224 million in these seven projects. The state also invested more than $2.5 million in HOME funds as well as $600,000 in State Housing Trust fund dollars. The seven grantee local governments contributed a total of $990,000 to the projects and the remainder of the total project costs of nearly $11.5 million came from developer’s equity. The cost of the individual projects ranges from just over $1.1 million to $2.1 million.
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Percentage of Funding Federal, State and Other: Federal funds comprise 42 percent of the project funding. State and local contributions make up 14 percent of the funding and the remaining 44 percent came from developer’s equity.

EVALUATION

Lessons Learned:
Successful, affordable housing has been created in markets where rents and incomes are low and the markets can typically support only a small number of units. Local government grantees have little or no experience in such development and would not have been able to facilitate these projects without the state involvement. Historic structures, many of which were in severe disrepair, have been rehabilitated, eliminating blight and serving as catalysts for further development and overall downtown revitalization. The amount of leverage required for these projects is an indication of the level of cooperation and commitment needed among the partners to achieve the projects’ goals.
Evaluation Framework/Performance Measures: The projects were funded through the normal funding cycles for the State’s allocation of CDBG, HOME and its Housing Trust fund. The mechanism was replicable throughout the state and resulted in successful affordable housing development with an average occupancy rate of 84 percent.
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