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TWO YEARS AFTER THE STORM: HOUSING
NEEDS IN THE GULF COAST

TUESDAY, SEPTEMBER 25, 2007

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 9:34 a.m., in room SD-538, Dirksen Sen-
ate Office Building, Senator Jack Reed, presiding.

OPENING STATEMENT OF SENATOR JACK REED

Senator REED. I would like to call the hearing to order. I want
to welcome everyone to this important hearing on housing needs in
the Gulf Coast and extend my appreciation to all the witnesses who
have taken time out of their busy schedules to come to Washington,
D.C., to be before us today.

I want to also recognize my colleague Senator Mary Landrieu
who is testifying this morning and acknowledge her efforts to se-
cure resources and assistance for her constituents and all the Gulf
Coast residents. She has been a stalwart in this effort, and she con-
tinues to do that. Her dedication to rebuilding these areas dev-
astated by Hurricanes Katrina, Rita, and Wilma are impressive,
and I know she is here fighting every day to make sure that the
people of Louisiana and the Gulf Coast have an ability to rebuild
their communities.

We are here this morning because, although 2 years have elapsed
since these hurricanes, unfortunately there is still much to be done,
and we want to focus on what we can do to accelerate the recon-
struction and do it in a way that will benefit the people of the com-
munities that were devastated by these storms.

I have a much longer statement which I would like to include in
the record, because I do think it is important to hear not only from
my colleague, the Ranking Member, Senator Shelby, but particu-
larly Senator Landrieu. I would also note that Congressman Bill
Jefferson is here. Welcome, Congressman. Thank you.

Senator Shelby.

OPENING STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Chairman Reed.

It has been over 2 years since Hurricane Katrina made landfall,
leaving behind a trail of unimaginable destruction and loss. Before
we begin a discussion of the continuing needs of Katrina survivors,
however, I would like to once again remember the nearly 2,000 in-
dividuals who lost their lives here. I believe that we can honor
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their memory in part by ensuring that the Gulf area is rebuilt not
as it was, but as it should be.

In these last 2 years, Congress has appropriated over $100 bil-
lion to rebuild what Katrina destroyed. That is a significant
amount of money. Clearly, the question is not a matter of funding
in some instances but, rather, a question of why is it taking so long
to get the funding to those who need it.

I hope that today’s hearing will provide an opportunity to exam-
ine how well the post-Katrina rebuilding effort is being conducted.
Is it being fairly done? Is it being officially done? Is it reaching
those people who really need it?

While much of the focus since Katrina has been on New Orleans,
I think it is also important to remember that Katrina also caused
significant damage in Mississippi, my State of Alabama, and also
Florida. A great deal of the damage done in these States occurred
in many rural areas and small towns, and we are concerned that
some of these smaller areas lack the capacity to fully tap the fund-
ing that Congress has provided for their needs. They should not be
overlooked, and they should not be forgotten.

For instance, over a third of the homes damaged in Mobile Coun-
ty, Alabama, were located in the unincorporated, often rural areas
of the county. Congress tasked HUD with overseeing the develop-
ment and implementation of each State’s plan to address housing
needs resulting from Katrina. I look forward here today to hearing
how HUD is monitoring each State’s efforts to address the specific
and at times unmet needs of these smaller and sometimes isolated
communities, such as in my State of Alabama.

I want to welcome all of today’s witnesses and thank them for
their appearance at the hearing, and while leadership here in
Washington is vital to the success of the Gulf Region, the most im-
portant leadership is always and will be at the local level.

I want to thank and recognize those Alabamians who have trav-
eled here today and who are in the audience for their continuing
efforts to help bring back some semblance of building like it was
and should be to southern Alabama.

Thank you, Mr. Chairman.

Senator REED. Thank you, Senator Shelby.

I would now like to recognize Senator Landrieu, and your full
statement will be made part of the record, as well as any of the
other statements of the witnesses today and members of the panel.

Senator Landrieu.

STATEMENT OF MARY L. LANDRIEU, U.S. SENATOR FROM THE
STATE OF LOUISIANA

Senator LANDRIEU. Thank you, Mr. Chairman, and I will try to
summarize my remarks in the time allotted to me, and I really ap-
preciate the opportunity to testify this morning on behalf of a great
effort that is underway not only in our State but, as Senator Shel-
by said, throughout the Gulf Coast.

Senator REED. Could I ask you for a moment—I am the Acting
Chairman, and it is really acting this morning.

Senator Menendez, do you have a statement before we recognize
Senator Landrieu? Forgive me, Senator Landrieu.

Senator LANDRIEU. No, go ahead. Senator, go right ahead.
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OPENING STATEMENT OF SENATOR ROBERT MENENDEZ

Senator MENENDEZ. I will be brief, Mr. Chair.

First of all, let me thank you and the Ranking Member for hold-
ing the hearing. I think it is incredibly important, and I just want
to make some brief remarks on this.

You know, here we are almost 2 years after the storm has hit
discussing housing needs and the recovery effort along the Gulf
Coast, so that even the nature of the hearing troubles me in some
respects. Why 2 years later we are still discussing the type of needs
that exist today somewhat is baffling to me.

So my real question today that I look forward to hearing is: Why
hasn’t the region recovered? What hasn’t been done? What needs
‘(510 be‘) done? And what is the most effective, efficient way to get it

one’

Recent data indicates that homelessness in New Orleans, for ex-
ample, has almost doubled. Two years later, we should have been
able to put a roof over almost everyone’s head. This summer,
82,000 people were still in trailers despite findings that many trail-
ers contained a toxic chemical. We always talk about safe housing
in this Committee, and now we need to stand by that commitment.

Currently, there are 7,300 public housing units in New Orleans,
but less than 2,000 are being rented. And now, as I understand it—
and I look forward to the Assistant Secretary’s testimony—HUD
has plans to demolish public housing buildings and replace them
with fewer units. So that means we have either empty or destroyed
apartments. Why aren’t we using all of our available resources to
provide affordable housing?

Mr. Chairman, 1.3 million people were driven from their homes.
Fellow Americans were forced to leave not only their hometowns,
but often to cross State lines to find a place to stay. I know New
Jersey became a second home to many traveling from the Gulf
Coast, but I saw it in their eyes when I talked to them that they
long to go home. The sum of the population in New Orleans was
only 66 percent of its pre-Katrina levels. It seems to me we are just
over halfway there, and that is not acceptable.

And let me close, Mr. Chairman—and I ask for the rest of my
statement to be included in the record—by saying I have to be hon-
est with you, if I lived in Louisiana, I would want Senator
Landrieu to be my Senator because she does not lose a moment.
As a matter of fact, sometimes when I am trying to catch the train
to a vote, I decide whether or not I want to step in the same com-
partment with her.

[Laughter.]

Senator MENENDEZ. Because undoubtedly she will use the time,
as I am sure she feels passionately about, to advocate for the recon-
struction of her State and the people who have been displaced. And
she just does an amazing job of it, and I just wanted to recognize
her service.

Thank you, Mr. Chairman.

Senator REED. Thank you, Senator Menendez, and, again, I am
sorry for not recognizing you immediately.

Senator Landrieu, please continue.

Senator LANDRIEU. Well, I thank Senator Menendez for those re-
marks, and I thank him for his care and concern and for coming
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down and visiting and all of you on the panel this morning for fo-
cusing your ongoing efforts to help us recover in New Orleans, in
the region, and in the Gulf Coast.

I will try to be brief, but let me also acknowledge Representative
Maxine Waters, Congressman Bill Jefferson, Congressman Barney
Frank, and Congressman Richard Baker, Republicans and Demo-
crats who have put their shoulders to the wheel to try to push and
got a bill out of the House. This is a companion bill, if you will,
in the Senate. I think there are some provisions of this bill that
are slightly stronger, but both bills are moving in the right direc-
tion to find a balanced approach to solving some of the great hous-
ing challenges that, Senator Menendez, you so aptly pointed out.

No. 2, let me begin by saying the scope of this disaster has still
not been fully grasped, I think, here in Washington. We lost
275,000 housing units between just Mississippi and Louisiana
alone. And, Senator Shelby, I am sorry that I cannot give off the
top of my head those lost in Alabama, which was a thousand or so,
and in Texas as well. But 275,000 housing units were destroyed be-
tween Mississippi and Louisiana.

Habitat for Humanity, which is probably the most aggressive
nonprofit, community-based, stepped-up rebuilding homes, has
built less than a thousand homes in 2 years. We cannot do this
with all of the great work even of Habitat for Humanity and the
foundations and nonprofit organizations. The Government must
take an extraordinary, strong, and bold effort to push housing and
to create housing and to provide opportunity, and to do it with
partners like faith-based organizations and nonprofits and the com-
munity. But it is going to take more, is what I am saying, than just
volunteers coming down to rebuild homes. And in large measure,
this bill helps to find the pathway forward.

Just to recap Orleans’ situation—and this is just one parish in
the Gulf Coast, one parish—there were 80,000 owner-occupied
units, 100,000 rental units. Of the 100,000 rental units, 15,000
were public housing, including Section 8 of about 5,000, and there
were 20,000 vacant rental units in New Orleans the day before the
storm hit.

I am sorry I do not have those details for St. Bernard Parish, for
Jefferson Parish, for the counties in Mississippi. But the over-
whelming numbers are what I am trying to convey here.

In response to the devastation of hundreds of thousands of homes
and businesses, the Federal Government has done a couple of big
things. One, we have sent to date $13 billion for levee construction,
and we just passed a WERDA bill yesterday to try to shore up lev-
ees and flood protection. We have passed $15 billion in community
development block grants to try to give help to homeowners, pri-
marily, and infrastructure, which would make sense. And we have
provided billions of dollars in GO Zones for the redevelopment of
business and housing.

But there is a piece that is missing, and this is the piece. This
is the housing piece for public housing and for renters, for people
who choose not to be homeowners or cannot be homeowners, for
people who would like to find a market-based rent but cannot af-
ford it because their income is too low or because they are disabled
or because they are elderly or because they are very, very, very
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sick. We have got to push forward a public housing bill, and this
is the bill. It came out of the House. This is a companion bill in
the Senate. There is some urgency about getting this bill passed.

No. 2, in the devastation of these public housing units, some of
them were not in very good shape. Some of them were very high
crime areas, and some of the units were quite dilapidated. Some
people wanted to say let’s just demolish them and start all over
again. Other people said let’s just renovate them and basically get
back to where we were.

This bill is a middle-of-the-road approach. This says we are not
going to demolish all of the housing units, but it also says we are
not just going to throw a little bit of paint on the walls, put a few
light bulbs in, and have people living in the same sort of squalid
conditions that many of these housing units represented before the
storm. And I cannot thank the Congressmen and Congresswoman
Maxine Waters enough for trying to push forward a middle-road
approach with Catholic Charities, with the faith-based organiza-
tions, with the tenant groups that will say we are going to have
a phased redevelopment. We have to give people a right to return.
We have to give people a right to make choices about whether they
come back. But we want to make it a better place. We want to not
only build housing and build units, but have some mixed-income
units. We want to provide wrap-around services. We want to pro-
vide, instead of just an apartment, perhaps daycare, perhaps help
for senior citizens.

That is basically, Mr. Chairman, what this bill does. I can an-
swer a lot of questions about it, but I am hoping that HUD will
testify to this this morning. There was a notice that came out Fri-
day that has me a little concerned. I am hoping they can clarify
it. But I am hoping, because we have considered HUD a partner
in this, that they are committed to this middle-of-the-road redevel-
opment approach to try to provide urgent help for renters. Again,
80,000 homeowners in New Orleans, but 100,000 renters. And
while the community development block grant has gone to the
Road Home Program trying to help homeowners get back—and we
have still got a lot of challenges and work there, Senator Menen-
dez—we have got to push forward a bill that expands Section 8,
that gives some help to redevelopment of these rental units in a
way that helps us rebuild a better city and better region.

I am happy to include help for Mississippi. I am happy to include
help for Alabama. The Senator can direct us, the Ranking Member,
about how he would like us to help Alabama. This is not meant to
be just a Louisiana bill, nor just a New Orleans bill. But I ask this
Committee to work with us to help us get literally tens of thou-
sands of people back. They were not homeowners. We hope to en-
courage homeownership. But as we work toward greater homeown-
ership in Orleans Parish and other places, we need to find places—
affordable, decent—where people can rent and live and get out of
the trailers, particularly those with formaldehyde in the trailers.

I am happy to answer any questions, but I think that that would
suffice. I am going to stay here to listen to the panel. And, again,
I thank my colleagues from the House for their great advocacy, and
let’s try to push this bill through, get to a markup, Mr. Acting
Chairman, and thank you very much.
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Senator REED. Senator Shelby.

Senator SHELBY. Senator Landrieu, we have talked about this on
many occasions, and I know that Louisiana and Mississippi took
the brunt of the damage here. But in my State of Alabama, and
Mobile County, as I mentioned in my opening statement, we have
got some rural areas that have more than been overlooked here. Of
course, I will address that to the HUD Secretary in a few minutes.

In any supplemental bill, the one you are advocating and others
that we passed, I hope that you would be able to sit down with me
and Senator Sessions and tailor our needs, which are small com-
pared to yours but are very important to a population of our con-
stituents in Mobile County, Alabama

Senator LANDRIEU. Absolutely, and I will give you my full com-
mitment. As you know, we have worked well together on revenue
sharing for Louisiana and Alabama on coastal issues, and I look
forward to it. The needs are, you know, different but they are
equally important, and I am happy to include anything for Ala-
bama and Mississippi in this bill.

Senator SHELBY. Thank you.

Thank you, Mr. Chairman.

Senator REED. Thank you, Senator Shelby.

Senator Landrieu, I would invite you to join the panel at the
dais, and we would also like to welcome Orlando Cabrera, the As-
sistant Secretary for Public and Indian Housing at HUD. Mr. Sec-
retary, thank you for joining us today, and we look forward to your
testimony.

STATEMENT OF ORLANDO J. CABRERA, ASSISTANT SEC-
RETARY FOR PUBLIC AND INDIAN HOUSING, DEPARTMENT
OF HOUSING AND URBAN DEVELOPMENT

Mr. CABRERA. Thank you. Good morning, Mr. Chairman, Rank-
ing Member Shelby, and Members of the Committee. Thank you for
inviting us to testify before you today.

Mr(.1 Chairman, I ask that my statement be accepted for the
record.

Senator REED. Without objection.

Mr. CABRERA. In my previous role as Executive Director of Flor-
ida Housing, we dealt with recovery efforts after having been
struck by five hurricanes in a 13-month period. Despite that experi-
ence, Katrina has taught me that when it comes to the ferocious-
ness of hurricanes, frequency pales in comparison to intensity.

My personal experience with hurricane recovery extends well be-
yond my time with Florida Housing or Katrina, Rita, and Wilma.
My wife and I were displaced from our home by Hurricane Andrew
for 4 months. Our house was severely damaged. Comparatively,
though, I feel fortunate today. Compared to those in New Orleans
particularly, I was displaced by living with family in my own city,
which, however dysfunctional the place at the time, still essentially
found ways to provide its residents with basic services that New
Orleans, for example, largely through no fault of its own, cannot
provide. Our school system was still largely intact. Water and
sewer infrastructure mostly worked. Public safety was in place, and
medical services were available. Dade County still had a rough
foundation upon which to rebuild. Even with that rudimentary
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foundation, our community was in tatters and did not resemble
itself for years afterward.

In New Orleans, as an example, that foundation is considerably
more washed away than it was in Dade County. Hurricane Andrew
caused what at the time I considered to be unfathomable damage,
but the aftermath was not such that our city was flooded for weeks
anci1 its population displaced, scattered about, two-thirds of it, over-
night.

In comparison, the experience of Katrina’s effect on Mississippi
was more akin to Andrew than that of New Orleans. Now, 15 years
after the beginning of those horrid days for our family, much of our
efforts on the Gulf Coast are affected by those experiences of so
long ago.

Nothing, though, not even the previous years’ many hurricanes,
could have prepared us for the hurricanes of 2005. HUD’s role in
a catastrophe is always one that begins where emergency oper-
ations end and the efforts to return the community to some vari-
ation of normalcy begin.

Congress has asked HUD to do a lot, and HUD has. Essentially,
our task—and I mean the collective sense of “our”—is to rebuild a
geographical area roughly the size of Denmark and simultaneously
rebuild a core city of the country roughly the size of Copenhagen.
But the challenges are different in Mississippi than they are in
Louisiana, and for different reasons. In Mississippi, Katrina was a
hurricane, while in New Orleans it was something more than a
hurricane—a hurricane followed by inundation. That kind of catas-
trophe can only be addressed by time. For those most affected, un-
derstandably time moves too slowly. For those of us committed to
rebuilding, our sense is that time moves altogether too fast. But
the tangible results are deliberate and slow.

Given that premise, the core truth about recovery remains un-
changed. Recovery is remarkably hard, thankless work for whoever
undertakes it. To a degree, it should be thankless. Communities
should rightly expect and receive help from all quarters—Federal,
State, and local governments. HUD has certainly attempted to do
its part in meeting those expectations during these last 2 years,
and the one thing we all learned is that recovery never happens
quickly enough.

We have a lot to report regarding the last 2 years during which
we have facilitated the availability of billions of dollars to the Gulf
Coast States, made housing available to tens of thousands of Gulf
Coast residents, created tools that help Americans affected by nat-
ural disasters find housing, and housed tens of thousands of public
housing residents, Section 8 voucher holders, and other tenants
whose housing is funded, directly or indirectly, by Federal dollars
that HUD administers.

Secretary Jackson has executed 120 regulatory waivers. It has
made it easier for those that operate HUD programs to perform
their (J;obs and more seamlessly provide housing. So what will that
mean’

For the Housing Authority of New Orleans, for example—it is
known as HANO—it has meant bringing home over half of the
city’s public housing residents. It will also mean 5,100 new afford-
able units, 1,000 new affordable homes ready for homeownership,
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and 3,000 more tenant-based voucher holders available to residents
of New Orleans. For coastal Mississippi and Alabama, it has meant
helping PHASs rebuild damaged housing, which, to their fullest abil-
ity, they have done. In both cases, it meant assuring those who
lived in public housing that they will have a first opportunity to
return to housing that is provided by their respective public hous-
ing authorities.

We have reached out to former public housing tenants all over
the country consistently over the last 2 years, offered to pay off re-
maining lease payments if they elected to go home, offered to pay
for moving expenses, and help resituate them in New Orleans by
providing social services, a social net.

Beyond public housing, it has come to mean helping thousands
of storm victims by providing resources that have helped them find
and maintain homes. It has meant providing the States that have
received funds from Congress with the flexibility to shape their
own recovery plans and perform.

Similarly, it has meant that recovery and facilitating recovery is
a predominant focus above anything else. HUD’s role has been and
will continue to be to facilitate success and even catalyze success
wherever possible. Regardless of HUD’s actions and unquestionable
commitment to help recovery, nothing that has been done or could
be done would address the ultimate truth that those of us in Gov-
ernment dealing with recovery—whether Federal, State, or local—
know. We know that those folks want to be home, want their lives
back as they knew them, their schools and hospitals back, and,
most of all, their communities back.

HUD’s commitment has been to make that aspiration of return
to normalcy as likely as possible by executing upon the President’s
and Congress’ commitment to recovery. HUD will continue to per-
form its part in the recovery efforts.

Thank you for this opportunity to address the Committee. I
stand ready to answer any questions you may have.

Senator REED. Thank you very much, Mr. Secretary, and let me
begin by saying that just recently—it was alluded to by Senator
Menendez—HUD announced the demolition of four public housing
units in New Orleans. And I understand that one of those units,
Lafitte, the plan is to replace all the public housing units with scat-
tered-site, mixed-income developments. But do you intend on a one-
for-one replacement with the other three units?

Mr. CABRERA. I think the issue is, Is it going to be one-for-one
replacement of public housing or one-for-one replacement of afford-
able housing? We are committed to one-for-one replacement of af-
fordable housing. When we talk about public housing, what we are
talking about is a particular nature of the financing of operations
going forward. If the issue is to serve a particular demographic—
and in this case, the demographic is basically zero to 60 percent of
area median income, or zero to 30 percent of area median income—
there are lots of tools to do that with. That includes Lafitte. That
includes the three others.

I will clarify, though. On Friday, what was issued was a permit.
Nothing has been knocked down. It is the first step in the process
that started 18 months ago.
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Senator REED. On public housing, let me go back to the initial
point, which is that affordability is often in the eye of the beholder
and the wallet of the payer. For many public housing tenants, their
income is 30 percent of the area median income or below that. So
if you are talking about affordable housing which is within the
grasp of people who are making 60 percent of median income, that
might be way beyond the ability of a lot of public housing tenants.
What are those people going to do?

Mr. CABRERA. I think, first of all, when you are talking about the
nature of the vehicle that is financing these units, when you have
units that are financed under Section 42 of the Internal Revenue
Code, if someone is holding a tenant-based voucher—they have ten-
ant-based rental assistance—and they present it to a landlord, it
has to be accepted. So they really will be subsidized. The issue is
the nature of what is going to be subsidizing those units. That is
the point of tenant-based rental assistance, is to give people access
to that marketplace.

Now, what is being built are 5,100 units. What I think we all—
and I include HUD in “we.” What we all forget is, prior to the hur-
ricane, there were, I think, 2,700 units off-line in New Orleans,
mostly because of housing quality standard problems. And so the
issue here becomes trying to replace units with the most tenable
way to operate them. So that is how essentially——

Senator REED. Well, I just want to clarify my understanding. Are
you telling me that if you are a public housing tenant now, the unit
was destroyed, there is not another unit that is either public hous-
ing or—public housing available for you, that you have the right
to a voucher which will allow you to go into any rental place in
New Orleans and the Federal Government will pick up the tab if
you go to the

Mr. CABRERA. What we are saying is if you were a public housing
resident the day before the storm and you want to come home—
and let’s think theoretically and assume that all of these units are
up and they are available—you will be given the first opportunity
to return. You will have a voucher, and you can utilize it at those
units, assuming you have complied with Federal law, yes. On top
of which there are ACC units that are going to be reconstructed.

Senator REED. Well, I am going to allow my colleagues to ask
questions. I might reserve the right to ask an additional question
to follow up. It seems to me that you have already admitted that
you are not going to, in the other three units, provide one-for-one
replacement of public housing units. But somehow everybody is
going to have a place to reside after you finish.

Mr. CABRERA. I think, Mr. Chairman, the reason that this is
something of an issue is because we presume that public housing
is the only form of affordable housing. Public housing authorities,
as a general rule, have been property managers, not developers.
Public housing authorities all over the country are beginning to
change that because the assets are 70 years old. They have to
change that. So at the end of the day, what you build back using
the various subsidy pools that are out there, the idea would be to
serve that same population using the various tools that are out
there, not just one. And the reason is because of the obsolescence
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?f those properties. Those properties are challenged, to say the
east.

Senator REED. Senator Shelby.

Senator SHELBY. Thank you. Thank you, Senator Reed.

Mr. Secretary, the HUD oversight of State CDBG plans, that is
my subject here. Congress tasked, as you well know, HUD with ap-
proving and overseeing the design and implementation of each
State’s—including my State of Alabama’s—Ilong-term housing re-
covery plan. I believe one reason for giving HUD this responsibility
was to ensure that Federal resources went to those most in need.
Do you agree with that?

Mr. CABRERA. Oh, absolutely, Senator.

Senator SHELBY. OK. Could you share with the Committee here
today, and what you do not have before you today, would you share
for the record with me and the Committee, what requirements
HUD placed on State plans in terms of targeting funds to those
families most impacted, whether they are in a small city, a large
city, a rural area, or what? Did HUD, in other words, include in
its discussions with State governments the need to specifically ad-
dress the problems of, for example, unincorporated and rural areas,
such as Mobile County, Alabama—which is a large county, but you
have the city of Mobile, you have a number of other cities. You
have the town of Bayou la Batre. But a lot of people in those areas
that were heavily impacted have not been—their needs have not
been addressed. I met with some of them this morning, and we are
looking for fairness in the distribution of the program. Go ahead,
sir.

Mr. CABRERA. Senator, I am going to ask to be indulged, if the
Chair would allow, to have someone from CPD speak more specifi-
cally to your issue.

Senator SHELBY. That would be good.

Mr. CABRERA. Before I do, though, I would like to distinguish a
couple of things.

The first one is Alabama received two different tranches of
CDBG, one in 2004 and one in 2005. And in that sense, in the 2004
tranche, Alabama and Florida were kindred spirits because we
were in the same tranche, and my good friend Bob Strickland, who
runs Alabama Housing, we had a lot of chats about what it is we
would need from that. And the thing that I think defined both is
providing the State with the necessary flexibility to define for itself
what it needs, and that is articulated on the consolidated plan of
the State.

Now, that is where I will end my part of the answer only because
I have no further knowledge. So I am going to ask Bob to come
up——

Senator SHELBY. Have him come up. But you do have an interest
in implementing and overseeing that these plans are carried out
fairly, do you not?

Mr. CABRERA. The plans submitted by the various States are es-
sentially accepted pursuant to the parameter provided in the Act.

Senator SHELBY. Absolutely.

Mr. CABRERA. And, thereafter, I would say this: that in most
cases and in most States, what you will see is that the entitlement
areas are provided some particular latitude just because of size,
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and the non-entitlement areas are treated differently, and mostly
through State devices because they are smaller. And by that I am
alluding to your issue that you raised, rightfully, the issue of capac-
ity.

Senator SHELBY. Also fairness.

Mr. CABRERA. And fairness, but that, again, would be a deter-
mination of the States and its prerogative. So I respect the issue
you raise, but I would like Bob to—Bob knows more than me.

Senator SHELBY. Let him address it.

Mr. DUNCAN. Hi, my name is Robert Duncan. I am Grant Coordi-
nator for Gulf Coast Recovery for CPD.

Senator SHELBY. And that includes my State of Alabama.

Mr. DUNCAN. It sure does, and I have been to Bayou La Batre
four times.

Senator SHELBY. What about some other areas?

Mr. DUNCAN. I have been all through

Senator SHELBY. There are some unincorporated areas that have
been impacted by this and whose needs have not been addressed.

Mr. DuNCAN. I spent 3 hours with the county building inspector
driving through Mobile County looking at every damaged structure.

Senator SHELBY. OK. Go ahead.

Mr. DUNCAN. A small point of clarification, and that is, HUD
does not have disapproval authority of the plans submitted by the
States. And our authority is limited to assuring that the broad re-
quirements of the program are met, including overall benefit to
low- and moderate-income people; and with the second supple-
mentzlll that was passed, that 19 percent went for lower-income
rental.

The State of Alabama has received just under $100 million from
the two supplementals: $20 million out of the first supplemental is
for housing generally, and $4 million out of the second supple-
mental is for housing for renters.

I know that the State has developed plans for Bayou La Batre
and is doing housing projects in Bayou La Batre.

Senator SHELBY. We know that, but what about the other areas
around there that are unmet and obviously overlooked, according
to some constituents I met with?

Mr. DuNcAN. When we get the plans, the plans are not so spe-
cific as to identify each potential recipient of the benefits. We ap-
prove broad-brush proposals, and if there is no discrimination—Io-
cation is not necessarily a basis for discrimination, and so we are
not talking about that type of compliance responsibility.

Senator SHELBY. But what I am talking about

Mr. DUNCAN. The State has ultimate responsibility for how it de-
cides to allocate money.

Senator SHELBY. The State is running the program, the Gov-
ernor’s office and other State agencies.

Mr. DUNCAN. That is correct.

Senator SHELBY. Now, how much money is left unexpended in
this program for the State of Alabama right now?

Mr. DUNCAN. Right now the unexpended balance is about $86
million.

Senator SHELBY. $86 million. So they have some money in the
States. Is this money that is obligated and unexpended, or is it——




12

Mr. DUNCAN. It is obligated from HUD to the State but not——

Senator SHELBY. From the State to a specific

Mr. DUNCAN. Identified for particular program areas, but not
necessarily obligated or expended.

Senator SHELBY. So the State will expend this $86 million you
are talking about.

Mr. DUNCAN. That is correct.

Senator SHELBY. And so these unmet needs, the people—and
some of them are in this room today—should, and we will help, get
in touch with the State, who is administering this program, to try
their best to make sure they are not overlooked and unfairly treat-
ed. Is that fair?

Mr. DUNCAN. That is correct. The State has only spent $4 million
out of the $20 million originally set aside for housing out of the
first supplemental. They have spent none of the money for the
renters. That does not mean that they have not proceeded with
projects, but they have not expended the money.

Senator SHELBY. OK. So you think there is money to be spent in
an area that could be overlooked.

Mr. DUNCAN. It appears that there is money available, but I am
not in a position to say that I know the program is designed to pro-
vide grants to those individuals.

Senator SHELBY. We will find out about that.

Thank you, Mr. Chairman.

Senator REED. Thank you very much.

Senator Menendez.

Senator MENENDEZ. Thank you, Mr. Chairman.

Mr. Secretary, let me ask you a couple questions. First of all, this
summer, 82,000 people were still in trailers—trailers that in many
instances had formaldehyde, a toxic chemical. I saw in a HUD
press release that beginning in January of next year, HUD is going
to work with FEMA, supposedly, to transition eligible families out
of these trailers and into rental housing in the private market.

Two questions. One, what is that program going to look like?
And, two, why wait until January when we have people lan-
guishing in trailers that they should not be in?

Mr. CABRERA. The trailer issue overall is an issue outside of my
bandwidth. That is a FEMA issue, so forgive my inability to an-
swer that question.

Senator MENENDEZ. But I have a HUD release here

Mr. CABRERA. Senator, I am trying to go to the rest of it.

Senator MENENDEZ. OK.

Mr. CABRERA. Which is the transitioning of people in trailers out
of trailers. So if you have broad categories of population, what
HUD was doing with respect to both the KDHAP program, the
Katrina Disaster Housing Assistance Program, and the Disaster
Voucher Program was essentially serve those people who were
being served by HUD as Congress denoted, so, just roughly speak-
ing, public housing, Section 8, Section 202. So that has gone on for
some time.

Now, FEMA and HUD have entered into an interagency agree-
ment. That happened within the last month, as I recall, and in that
agreement, it has to dovetail with the Appropriations Act. The abil-
ity to convert from the Disaster Relief Fund into basically the Dis-
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aster Housing Assistance Program—which will be still funded by
the Disaster Relief Fund but administered by HUD—will take time
because there is an entire population of people who are being
brought into the program who are not served by HUD and were not
served by HUD prior to the hurricane. Those folks are largely in
trailers, and those trailers, I think the mission would be to move
them out of trailers and find them housing wherever they can.

What are the tools we are using? Well, soon after the hurricane,
one of the things that we did was we created something called the
National Housing Locator, and the locator essentially is a broad
data base that allows people to find housing wherever they can.
The challenge will be, frankly, candidly, that in many cases—and
this is mostly in Mississippi. In many cases, those trailers exist
where people work and where they want to maintain their lives.
But there i1s inadequate housing there, and that is really where our
struggle is going—that is really where the rubber is going to hit
the road for us.

Senator MENENDEZ. Well, I have to be honest with you. I appre-
ciate your answer, but if I was languishing in one of those trailers,
having listened to your answer, it seems to me that our Govern-
ment is failing those people, whether it is at the FEMA end or the
ability to move earlier on the HUD end to wait for a process. We
have had a lot of supplementals, appropriations, we have con-
tinuing resolutions coming up. It seems to me we should not have
to wait for people to have whatever it is that you need to have the
wherewithal to move them out. It is unacceptable that we have fel-
low Americans living in trailers that have toxic chemicals in them
and that we find that acceptable as a country. It is unacceptable.

Let me ask you this: We had 7,300 public housing units in New
Orleans; 5,100 of them were occupied before the hurricane; less
than 2,000 are now rented. Now, in addition to that, from my un-
derstanding of your testimony and from what HUD has put out
there, there is not going to be—you are going to demolish four large
public housing developments and rebuild them with mixed-income
housing, eventually fewer public housing units. So I look at this,
and I say to myself—and I also heard you—did you not say in your
opening statement that HUD has reached out for displaced resi-
dents across the landscape of the country to say if you want to
come back, we want to help you do that?

Mr. CABRERA. Constantly.

Senator MENENDEZ. Well, if I am a displaced resident in New
Jersey—in Perth Amboy, New Jersey, where many of them ended
up—and I want to go back to New Orleans, and I hear 82,000 are
in trailers, I hear that only 2,000 of the 5,000 units that were exist-
ing before are rentable, I hear that HUD is going to demolish four
of the major public housing projects and replace them with far less
units, how do I think—I mean, these people are not stupid. How
do they think that, in fact, you are going to be able to—that your
offer is not hollow? Because at the end of the day, where do the
units add up?

Mr. CABRERA. Well, one reason that they would think that they
are not hollow is because 400 of them are vacant as we sit here
today, and we have been trying to get people into them. And they
will not come home, and that if after going——
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Senator MENENDEZ. Then why are we waiting——

Mr. CABRERA. Senator, if I might finish.

Senator MENENDEZ. Then why are we waiting—I am happy to let
you finish, but let me ask you

Mr. CABRERA. After trying to pay for their social—

Senator MENENDEZ. Mr. Secretary? Mr. Secretary?

Mr. CABRERA [continuing].—Relocating them, paying off their
leases, they will not

Senator MENENDEZ. Mr. Secretary, I get to ask the questions.
You get to answer them.

Mr. CABRERA. I am trying to answer.

Senator MENENDEZ. OK, but let me just give you the follow-up
question to it, because you took a long time in your first answer.
Of the 82,000 people in trailers, you are going to tell me there is
not a fair number of those who would qualify to put them in those
units that you say right now——

Mr. CABRERA. The folks in trailers are folks who do not qualify
for HUD assistance. That is what I was trying to——

Senator MENENDEZ. You have determined all of them do not
qualify for HUD assistance?

Mr. CABRERA. According to

Senator MENENDEZ. If I would go to New Orleans and talk to
those 82,000 people, I would find that none of them would qualify
for your assistance?

Mr. CABRERA. According to data that FEMA has, those people do
not qualify for Federal assistance. That was the distinction be-
tween the two programs.

What we have done at HUD is taken on a program that essen-
tially is serving folks who HUD would typically not serve. That is
who is in those trailers. Those are folks who were either above in-
come or uninsured, or folks who were above income and insured
but inadequately insured. There are any number of categories that
fit from a demographic into those 82,000, but the one distin-
guishing characteristic is they do not qualify

Senator MENENDEZ. How do you reconcile the rise of homeless-
ness in New Orleans with your units being vacant in public hous-
ing? Explain that to me.

Mr. CABRERA. Senator, I cannot. I do not—I cannot——

Senator MENENDEZ. Well, those people would qualify for public
housing, would they not?

Mr. CABRERA. Well, I think that the reason that I cannot do it
is because I do not know enough about the issue of homelessness
in New Orleans as I sit here today, post-storm, with everything
going on. So I cannot answer the question honestly.

Senator MENENDEZ. Well, it seems to me that we need Senator
Landrieu’s legislation.

Thank you, Mr. Chairman.

Senator REED. Thank you, Senator Menendez.

Senator Landrieu.

Senator LANDRIEU. Thank you so much.

I would like to focus again on the bill before us, the subject of
this hearing. Mr. Secretary, do you all support this bill? And if so,
why do you support it? And if not, why not, specifically? What sec-
tions are you not supporting?
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Mr. CABRERA. Senator Landrieu, there are parts of the bill that
we do support. There are parts of the bill that we absolutely do not.
And the parts——

Senator LANDRIEU. OK. Could you please elaborate the parts
that you do support?

1\1[11‘. CABRERA. The issues that most cause angst have to do
with——

Senator LANDRIEU. No. I am talking about what you do support.

Mr. CABRERA. You know, I think I am going to do what I did be-
fore and allow Dominique Blom to come up and speak to that issue.
But what we do support most generally is anything that would fa-
cilitate reconstruction of housing generally.

Senator LANDRIEU. Because I am under the impression, given the
testimony that Secretary Jackson has given to me—and I am ex-
tremely disappointed he could not be here to represent the Depart-
ment this morning—that HUD is supporting the bill, that HUD
supported the bill when it moved out of the House and that HUD
is supporting this bill. So if you all are not, we would like to have
a specific letter from you all about what you are not supporting.

But, again, let’s hear the testimony. What do you support in the
bill and specifically what you do not and why?

Mr. CABRERA. Senator, may I have a moment very quickly?

[Pause.]

Senator, I am going to have a response to you on the official on
support or non-support. I know that we do not support the bill. I
am trying to get clarity in terms of our own facts. But the
thing:

Senator LANDRIEU. But the reason this is disturbing to me—and
I hope the panel can understand, and I am going to try to be pa-
tient. This gentleman is the Assistant Secretary of HUD. He is in
charge of public housing. If he does not know why or why not he
is supporting this bill, why he has to ask for staff, you can see how
far we have to go. Now let me just

Mr. CABRERA. No, Senator Landrieu. I am trying to figure
out——

Senator LANDRIEU. Hold on. Let me just say one

Mr. CABRERA [continuing].—If you have received the views letter.
That is all I am trying to find out.

Senator LANDRIEU. I am operating for a year and a half—a year
and a half operating—with the Congressmen on both sides of the
aisle. This is not just a Democratic bill. This came out of the House
with broad bipartisan support, Republicans and Democrats, with
the idea that HUD was supporting our efforts. Now to be told, A,
you do not know or no is not——

Mr. CABRERA. No, Senator. I did not say I did not know. As I
noted, I was trying to get you an answer with respect to whether
we have articulated why we do not support the bill. If you will give
me just a moment, the person who can answer that question for me
is behind me.

Senator LANDRIEU. Please.

Mr. CABRERA. A views letter has been prepared that is supposed
to have been issued. It will be issued, evidently, as I understand
it, tomorrow. I can tell you preliminarily what it is that causes us
consternation in the bill.
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The first issue and the foremost issue is the issue of one-to-one
replacement. One-to-one replacement of public housing is both—it
seems to us to be contrary to what has been the legislative intent
of public housing for a while, but it seems to us to limit the ability
to build affordable housing in a way that——

Senator LANDRIEU. OK. I understand. I do not mean to interrupt
you. But, Mr. Chairman, this is important. There is a one-to-one
housing requirement for 5,000 units. But let me repeat the facts.
There were 7,000 units before the storm, 2,000 were vacant, and
there were 7,000 people on a waiting list. So the compromise for
a one-to-one replacement of 5,000 we think is a generous com-
promise.

Mr. CABRERA. There——

Senator LANDRIEU. First of all—let me finish. We are not asking
for one-to-one compromise for 14,000 units, which you might argue
5,000 were there, 2,000 were vacant, 7,000. So just add the 5,000
and the 7,000 is 13,000.

Mr. CABRERA. Right.

Senator LANDRIEU. We could in this bill have a 13,000-unit re-
quirement for one to one, but we are trying to find a middle road
and get enough units back for people, because it is workforce hous-
ing as well. All low-income people are not disabled and unable to
work. Many of them are working. Many. And our restaurants and
businesses need people.

So I am perplexed and I think that Congresswoman Waters and
Congressman Baker and Congressman Jefferson will be very per-
plexed, after a year and a half, to think that you all are not sup-
porting this bill.

Let me just clarify

Mr. CABRERA. Well, I am trying to——

Senator LANDRIEU. Hold on. One more——

Mr. CABRERA [continuing]. Tell you what I support

Senator LANDRIEU. I just want to clarify one more thing. This let-
ter that came out yesterday says that absent the disposition ap-
proval granted by HUD, these projects would not be able to meet
the LHFA carryover requirement. I am going to put this in the
record. And this is the reason that you are using for going ahead
with the demolition—not permit, but the movement toward demoli-
tion.

I want to say for the record, Mr. Chairman and Mr. Ranking
Member, the LHFA wants me to say this, Louisiana Housing Fi-
nance Agency: They are not requiring you to move. You are moving
on your own volition. And I am going to put this in the record.
They disagree strongly with you saying that you are moving be-
cause of them.

Number two, for the record, you say that you have to move for-
ward because we do not have an extension of the tax credits, but
you have not requested of this Committee, which is your author-
izing Committee, you have not requested of your Appropriations
Committee, which I sit on, any extension.

So I just want to state for the record that no one in Louisiana
is pushing you to do this, that you are doing it on your own, and
I am actually shocked that after a year and a half you all are not
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even supporting the compromise bill. And I have more questions,
but I do not want to take up any more time.

Thank you, Mr. Chairman.

Mr. CABRERA. Mr. Chairman, may I answer?

Senator REED. Yes, you may.

Mr. CABRERA. OK. First of all, the elements of the bill that we
support are: We support the idea of surveying the residents. We
think that that is a terrific idea.

We support the idea of replacing 5,100 units with affordable
units. The issue is what is going to be the nature of trying to oper-
ate those units after they are constructed.

Wedsupport the idea of 3,000 vouchers which would otherwise be
issued.

And the last issue is I think one of the things that is somewhat
misunderstood is the process of HANO moving toward getting a
demolition and disposition permit began 18 months ago. I can tell
you just personally, I had no earthly clue that the court would
render a decision last week. And, in fact, I was in Washington
State when it happened. So that is something that happens as a
matter of course.

When we issued it—this is not an issue of an extension. There
are issues that we could bring to this Committee for extension, but
we cannot bring to this Committee issues of extension when we are
trying to preserve into HANO’s baseline the capacity to issue an-
other $30 million worth of vouchers going forward. That is really
what we were trying to accomplish.

So while I respect, Senator, that you have issues with the way
that we have proceeded, the one thing you need to know is this—
you know, I cannot help happenstance. This was going to be issued
on Friday because it was going to be issued on Friday.

Senator REED. Mr. Secretary, I can anticipate the written ques-
tions directed to you, and we hope you respond because I think the
line of questioning has exposed more questions than answers, and
we will continue this discussion.

Senator Shelby.

Senator SHELBY. I just want to continue to focus on my State of
Alabama for just a minute.

Mr. CABRERA. Yes, sir.

Senator SHELBY. We all know that Louisiana has taken a tre-
mendous hit. We know Mississippi has. And we have in the south-
ern part of Mobile County taken a hit, as you well know. And my
interest, parochial interest, is in Alabama, although I want to help
where I can to rebuild what we can in a prudent manner—in a pru-
dent manner—in New Orleans and the Louisiana area, too. But I
hope we will not send money down the drain in Louisiana, Mis-
sissippi, Alabama, Florida, or anywhere, because I recognize your
responsibility at HUD and I think you have an overall responsi-
bility to the taxpayers, to the people. And we want to make sure
that all this is done fairly.

Mr. CABRERA. Thank you, Senator.

Senator SHELBY. Thank you, Mr. Chairman.

Senator REED. Well, I join the Ranking Member in his wish that
we do things fairly, but it strikes me from listening—I am going
to get more engrossed in the details—that the numbers just do not
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seem to add up. The number of units you are proposing to replace
are much less than the number of people that are out there, not
just in public housing, but on waiting lists to get in public housing.
And I appreciate your testimony, and we will continue the inquiry
by written questions, Mr. Secretary. Thank you very much.

Mr. CABRERA. Thank you, Senator.

Senator REED. Now let me call forward the next panel. We thank
them for traveling from Louisiana and Mississippi to be with us
here today. We certainly appreciate their testimony.

Senator LANDRIEU. Mr. Chairman, as they are assembling, can
I just also thank them? I am going to stay as long as I can for the
testimony, but each of these individuals has worked tirelessly rep-
resenting many, many people and constituency groups, trying to
help come to terms with how we would move in a positive direction
to redevelop, to rebuild, to provide better housing for people, and
to help, you know, our constituents. And I just want to thank them,
and I hope maybe they can shed some light on the benefits of this
bill and what it will do to help.

Senator REED. Well, thank you very much, Senator Landrieu,
and let me quickly introduce the panel and make a couple of ad-
ministrative announcements and then ask them for their com-
ments.

We are joined this morning by Amy Liu, who is the Deputy Di-
rector of the Metropolitan Policy Program at the Brookings Institu-
tion. We are joined by James Kelly, who is the CEO of Providence
Community Housing and Catholic Charities. We are also joined by
James Perry, the Executive Director of the Greater New Orleans
Fair Housing Action Center; Mr. Alan Brown, who is Vice Presi-
dent of Operations and COO of the United Methodist Senior Serv-
ices of Mississippi; Emelda Paul, President of the Lafitte Resident
Council; and Mr. Edgar Bright, who is President of the Standard
Mortgage Corporation, representing the Mortgage Bankers Associa-
tion.

Before hearing your testimony, we have a number of written
statements that have been submitted by others. I want to make
sure they are part of the record. Your statements will all be made
part of the record, so you do not have to read them. I want to urge
the panelists to stay within the 4-minute boundary. We have a
large panel, and we want to leave time for questions.

Again, thank you very much for joining us. The record will re-
main open for at least one week, so you may get additional written
questions from the panel or any Members of the Banking Com-
mittee. And now I will recognize you, Mr. Perry, for your com-
ments. Mr. Perry, please.

STATEMENT OF JAMES PERRY, EXECUTIVE DIRECTOR,
GREATER NEW ORLEANS FAIR HOUSING ACTION CENTER

Mr. PERRY. Thank you very much.

Senator Reed, Ranking Member Shelby, and members of the
Committee, thank you for the opportunity to testify on the impact
of Senate Bill 1668. I am James Perry, Executive Director of the
Greater New Orleans Fair Housing Action Center. I am also Presi-
dent of the Louisiana Housing Alliance, a Statewide coalition of
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more than 100 housing organizations. I am here today to testify on
behalf of the National Low Income Housing Coalition.

My full testimony, of course, has been provided to you. But I
want to touch upon a few facts and issues that provide why this
bill is so important to the Gulf Coast States. The first is simply
about public housing. We simply do not have enough affordable
housing in New Orleans, in Mississippi, in Louisiana, and along
the Gulf Coast. If left to its own devices, as you have seen from
HUD'’s testimony, they simply would not provide enough affordable
housing for our residents.

I want to touch briefly on the Assistant Secretary’s comment that
FEMA trailer residents would not qualify for public housing. Well,
our stats show that about 20 percent of FEMA trailer residents
would qualify for public housing. And so when he says that he can-
not find people, we think that he is, frankly, wrong.

The second issue is that when it comes to public housing in New
Orleans, as has already been noted by Senator Landrieu, we had
a huge need for more public housing before the storm. And HUD
comes forward after the storm and says we are going to demolish
all of the public housing in spite of this.

Well, we need more public housing now.

The goal of replacing one-for-one of the public housing units that
existed in the city before the storm is impeccable. It is so impor-
tant. It is essential to make sure that the city is able to come back
and to return to its prior status and to exceed that prior status
that once existed.

The second thing that I want to comment on are the fair housing
provisions in the bill. We applaud the inclusion of these provisions
in the bill. Since the storm, our organization has done a few inves-
tigations into housing discrimination in the metropolitan area.

When we investigated housing discrimination against African-
Americans, we found that African-Americans experienced discrimi-
nation in 57.5 percent of their transactions. 57.5 percent of the
time that they would attempt to find housing they would be denied
because of their race.

In one investigation we found discriminatory advertisements on
the Internet. Two examples of those ads: “I would love to house a
single mom with one child. I am not racist, but whites only.” An-
other ad read “Not to sound racist, but to make things more under-
standable for our younger children, we would like to house white
children.”

The issue of housing discrimination presents a huge problem
when we attempt to rebuild housing opportunities for people in the
Gulf Coast. The Greater New Orleans Fair Housing Action Center,
the Mississippi Fair Housing Center, the Houston Fair Housing
Center, and the Mobile Fair Housing Center have been on the front
of ensuring fair and equitable housing opportunities in the Gulf
Coast but we need your help and Senate Bill 1668 will provide that
assistance.

And then finally, with regard to the Road Home program, the
program, of course, is not perfect. And there has been a lot of de-
bate about whose fault or what has caused the shortfall in the
amount of money necessary to get homeowners back into housing.
But what I would submit to you is that it does not really matter
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whose fault it is. The bottom line issue is that we need enough
money to get homeowners back into their houses.

Senate Bill 1668 goes a long way in making sure that people can
get back into their houses through the Road Home program,
through provision of one-for-one replacement in public housing,
through the provision of vouchers, and through the protection of
fair housing rights.

We urge you to move forward on this bill.

Thank you very much.

Senator REED. Thank you very much, Mr. Perry.

Mr. Brown, please. Welcome.

STATEMENT OF ALAN BROWN, VICE PRESIDENT OF OPER-
ATIONS AND COO, UNITED METHODIST SENIOR SERVICES
OF MISSISSIPPI, INC.

Mr. BROWN. Thank you, Senator Reed, Ranking Member Shelby,
members of the Committee. I am Alan Brown, the Chief Operating
Officer of Mississippi Methodist Senior Services.

We have 11 campuses across the State of Mississippi, serving
1,800 seniors on a daily basis. Our organization has been serving
seniors for over 40 years and we were the first in the State of Mis-
sissippi to offer HUD housing for seniors.

We are also a member of the American Association of Homes and
Services for the Aging, a 5,700 member association representing
not-for-profit providers throughout the world of senior care.

On August 29th, 2005, five of our campuses were damaged by
Hurricane Katrina, none more so than our Seashore Retirement
Community in Biloxi. That campus consisted of 124 market rate
apartments, 42 assisted living units, a 65-unit HUD 202 project
with project-based Section 8 rent subsidies.

Our HUD building, Gulf Oaks, sustained significant wind dam-
age, as well as a tidal surge of two feet on the first floor. 55 resi-
dents refused to leave the campus and rode out the storm with the
campus executive director, who would not leave them. We were
able to evacuate them 2 days later and provide housing on other
campuses in North Mississippi.

We had good insurance, but there was still a $1 million gap be-
tween our insurance proceeds and what was needed to repair the
building. We contacted HUD and asked for help. We were told
HUD would not loan the property any more money for repairs.
HUD would not allow us to borrow money from other sources. HUD
would not forgive the existing debt. And HUD would not allow us
to prepay the Section 202 mortgage. In a sense, we were stuck.

Our FEMA request for help was denied because were deemed a
nonessential service. We contacted AAHSA for help and learned of
a provision in the 2006 appropriations legislation, Section 318,
which allowed for the relocation of Section 8 contracts from non-
viable damaged HUD buildings. We thought this was tailor-made
for us. On March 31st, 2006 we notified the Mississippi HUD office
that we would be requesting a Section 318 transfer and provided
them the preliminary information.

About this time, we received an unsolicited offer from a local de-
veloper to purchase the entire campus and accepted, contingent
upon our being able to get a HUD release of the property. This
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would allow us to have the funds to relocate the entire campus off
the coast to a safer area and rebuild the HUD building at no addi-
tional cost to HUD.

On July 5th, 2006 we submitted our formal Section 318 request
and asked HUD about how to begin. Weeks passed and we got no
response from HUD. Once we inquired and were told they were not
sure whose desk it was on. Senator Thad Cochran’s staff and
AAHSA intervened and made repeated inquiries to HUD on our be-
half and were assured it was in process.

On October 2nd, 2006, almost 3 months after the formal request,
we received a letter from HUD saying our Section 318 had been de-
nied. We were given a list of things that would have to be done for
the request to be considered. These items had never been commu-
nicated to us before or were not economically feasible or could not
be encompassed for many months. We were in jeopardy of losing
the sale of the entire property and our business interruption cov-
erage was exhausted.

But we wanted to make one last effort to try to save the 65 sub-
sidized housing units. We learned that we had a pre-1984 HUD
202 contract that could actually be prepaid with 30 days’ notice
and without HUD approval. We asked HUD for approval to trans-
fer the Section 8 rent subsidies to a new building. They called us
back the next day and said that could be done. As we got closer
to the sale, we asked HUD about how we completed that process.
They said they never agreed to that.

HUD essentially forced us to give up our Section 8 contract to
complete the sale of the campus. HUD had done what the hurri-
cane had not able to do, permanently displace those residents that
had ridden out the storm in their homes.

We asked today for your support of Senate Bill 1668. There are
several provisions within this legislation that would benefit seniors
and the not-for-profit housing providers that serve them. Our resi-
dents and assisted housing providers will certainly fall victim to
the same impenetrable barriers like confusing procedures, unclear
goals, and ineffective policies when the next disaster strikes.

In closing, I want you to know that Mississippi Methodist Senior
Services remains committed to continuing our 40-year-old mission
of serving older adults in the spirit of Christian love and providing
housing to senior adults regardless of their financial standing.

I sincerely appreciate the efforts of the Jackson, Mississippi HUD
office and Senator Cochran’s staff. And I want to thank you for giv-
ing me the opportunity to be here today and share our story.

Senator REED. Thank you very much, Mr. Brown.

Mr. Kelly, please.

STATEMENT OF JAMES R. KELLY, CEO, PROVIDENCE
COMMUNITY HOUSING AND CATHOLIC CHARITIES

Mr. KELLY. I would like to thank Senator Reed, Ranking Member
Shelby, Senator Landrieu, the members of the Committee for the
opportunity to be here today.

In the past 24 months Catholic Charities has delivered 120 mil-
lion pounds of food and water, provided counseling and information
to half a million people, and through our emergency service cen-
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ters(,1 delivered millions of dollars in direct assistance to families in
need.

Shortly after the storm, a group of nonprofits came together to
form Providence with the mission of bringing home 20,000 victims
of Katrina. In partnership with Catholic Charities and 13,000 vol-
unteers, we have gutted and cleaned out 1,100 homes and 800
apartments. Now we are assisting these low-income seniors and
people with disabilities to navigate a severely underfunded Road
Home program. We often front the seniors the money for the essen-
tial and critical home repairs.

Recently Providence and UJAMAA CDC, one of our community
collaborators, finished renovating a flooded building and will soon
welcome 43 displaced seniors back to their Treme community.

Since the hurricane, we have been attempting to reopen 901
HUD Section 202 apartments for low income seniors. Complications
are 135 percent increase in construction, tripling in cost of insur-
ance, and the requirement to finance the original owners’ defaulted
mortgage payments which date back to March 2006. As we spend
an inordinate amount of time and effort working through these ar-
chaic policies, thousands of our seniors wait in trailers or in over-
priced and overcrowded apartments wondering if they will get to
return to their children and their grandchildren.

Last summer Providence and Enterprise Community Partners
were asked by HUD to oversee the redevelopment of the Lafitte
public housing complex. From the very beginning, we have worked
closely with the residents to plan a vibrant mixed-income commu-
nity that is equitable, affordable, and sustainable. The cornerstone
of our rebuilding effort began with the absolute opportunity for the
865 families to return as soon as possible, the one-for-one replace-
ment of all 900 units, and critically needed resident participation
in the home building and community service planning. In addition
to the replacement of the 900 apartments, we will build 600 new
homes for working families.

We have also successfully advocated for phased redevelopment,
the repair of temporary units for those who need to come home
right now, while also along for the building of new homes and
apartments on the remaining site. We have raised $2.5 million and
are now offering former residents counseling, direct assistance, and
case management in New Orleans, Baton Rouge, and Houston.

We thank you for this sound legislation before us today. We are
humbled that the principles that are the foundation of our Lafitte
redevelopments plans are key components of the public housing
section of the bill, most especially the replacement of public hous-
ing units and/or vouchers for residents.

To ensure the success of these new vibrant mixed-income com-
munities, we would ask you to increase the number of project-based
onsite Section 8 vouchers and the funding for soft second home
mortgages available to residents.

With over 20,000 severely damaged homes and apartments, we
are grateful that the legislation also assists our working and mid-
dle-class families. We are delighted that the bill addresses the need
for full funding the Road Home program, provides 4,500 permanent
and supportive housing vouchers for the disabled and the homeless,
and extends disaster vouchers through June of 2008.
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We expect the rebuilding to take 10 years, the 300th anniversary
of New Orleans. We sincerely appreciate all of the resources Con-
gress and the Administration have provided. In the future, how-
ever, we will need more Go Zone tax credits, additional funding for
soft seconds, and last timeline extensions due to the complexities
of mixing Federal, State, and local funds and regulations into one
gigantic gumbo.

Katrina has taught us that to be successful will take a spirit of
humility and collaboration. We pray for God’s grace and God’s
speed in the passing of this legislation.

Please know of our prayers of gratitude to this Committee, to
Senator Landrieu, and to its staff for all you have done and will
do to bring home the good and brave people of Louisiana and the
Gulf Coast.

Thank you.

Senator REED. Thank you, Mr. Kelly.

Ms. Paul, please.

STATEMENT OF EMELDA PAUL, PRESIDENT, LAFITTE
RESIDENT COUNCIL

Ms. PAUL. Thank you for the opportunity to speak to you today.
My name is Emelda Paul. I was a 30-year resident at the Lafitte
and I am the President of the Lafitte Resident Council.

I am here because I want our people, our families, to return
home to New Orleans. I want to thank Congress for creating this
legislation, which will improve our housing and make our commu-
nity better. We cannot wait any longer. The longer the situation
drags out, the harder it will be for our people to come home.

To make Lafitte a stronger community and a better place, I be-
lieve that there are several commitments that must be made.
Every resident should be able to come home. Every unit that was
taken down should be replaced with a unit that would be affordable
to the residents. Counseling should be available to those who need
it. And most importantly, redevelopment groups should work with
the residents, like Providence has with us from the very beginning.
They have listened to our needs and asked questions, like how
many bedrooms do we need? What kind of assistance or help do we
need? Do we need child care, job counseling, or supportive services?

When I see and hear some of these people who are fighting the
redevelopment, I ask myself who the heck are these people? And
where were they when we really needed them? They are saying we
should save the buildings. They are talking about bricks and mor-
tar. We are talking about people’s lives. We are the ones who have
to live there under these conditions. I cannot say for sure how
many, but I can say there are a lot of people who think like me
who want something better than what they had.

I have been back to Lafitte, and from what I have seen I do not
want to go back there anymore. I do not want to live like that any-
more. I am living in the new Fischer Senior Village in New Orleans
now. It is nice, clean, and safe. When I go from my apartment at
Fisher to see my old apartment at Lafitte, it is very depressing.
When you get up close to the building you see that the ground is
sinking. I had mold in my bedroom way before Katrina. And now
I have mold growing up the walls on both sides. If people are going
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to come back, I want to see them coming back to something decent,
something healthy, and something safe. I took photos of the flood-
ing and what I saw from the window of my apartment after
Katrina.

People are under a lot of stress and want to come home. They
want to come home to a new Lafitte with new apartments and new
homes. They want something better for their families. So why can’t
we allow those who want to come home to come home now and also
take down and rebuild the site in the meantime? While we are sit-
ting here bickering about what should be done, the people are the
ones who are suffering. Some of them are dying.

I think there are about 200 to 250 individuals, families, who
want to come back right now. And probably 100 to 200 would want
to come back in a couple of years because they are happy where
they are living now. They have a decent apartment, their kids are
in school, they have jobs and medical care where they are. They
have to give something to come back to that is better than before,
something that includes an emphasis on children like good schools,
safe places to play, and medical care.

I like the idea of phasing and I know that more and more people
are excited about it. People can come home in apartments tempo-
rarily and participate in the planning of the redevelopment. We
want new larger apartments for our children and our grand-
children where we can move around.

People want to come home but we cannot have people living in
the same condition they were living in before Katrina. We need and
want up to date kitchen and bathrooms. We are tired of the patch
jobs on the buildings from the 1940’s. If we bring people back, we
want to make sure they have a safe environment. We want a new
Jerusalem. The time is now. We have got to bring our residents
home and build something better here for our children and grand-
children.

Thank you.

Senator REED. Thank you very much, Ms. Paul.

Ms. Liu.

STATEMENT OF AMY LIU, DEPUTY DIRECTOR OF THE METRO-
POLITAN POLICY PROGRAM, THE BROOKINGS INSTITUTION

Ms. Liu. Good morning, Chairman, members of the Committee.
I am pleased to be here before you this morning and pretty much
appreciate your invitation.

The purpose of my testimony is to provide an overview of the
state of recovery of Greater New Orleans since Hurricane Katrina.
The overview draws a wide array of data that we at Brookings
have been collecting since the storm in 2005.

I apologize, Senator Shelby, I do not have data on the State of
Alabama.

But my hope is that this basic baseline picture will give you im-
portant context as you consider legislation to provide affordable
housing in the region and any future legislation aimed to improve
the future of the Gulf Coast.

So here is what we know about who lives in New Orleans, who
has yet to move back, and the extent of the housing market 2 years
after Katrina.
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First, how many people are back in the city? Two years after the
storm, the best and most reliable population estimates indicate
that the city of New Orleans has recovered 68 percent of its pre-
storm households, which is a big jump from about a year ago when
just half of the residents had returned.

However, the city now makes up less than one-third of the re-
gion’s population. So that means there is enormous growth and
shift out to the suburbs. Post-Katrina, almost all of the sur-
rounding parishes, except for St. Bernard, have reached or exceed-
ed the number of households they had before the storm.

Second, who is living in the city now? The latest detail that we
have on the details of who is living in New Orleans is for 2006,
which is 1 year after Hurricane Katrina but I think the data is still
revealing. The population living in New Orleans is now more edu-
cated, it is less poor by 6 percentage points less poor, and it con-
sists of fewer renters than in 2000.

Further, there are dramatically fewer households with children
today. That share has dropped from 30 percent before the storm to
just 17 percent today.

Yes, the city is also more white but the city remains a majority
black community. Approximately 58 percent of the city’s population
is still African-American.

Third, who has yet to return to the city? Approximately 197,000
residents remain displaced or have not returned to New Orleans 1
year after Katrina. Of these displaced, 70 percent are African-
American and 38 percent live below poverty. So many of these low
income African-American families remain widely dispersed across
the Nation. The Census data does confirm that in 2006 many
former black and lower income New Orleanians were still most
likely to still live in Houston, Dallas, the Atlanta metropolitan
areas, and other parts of the South in the U.S. In contrast, former
white and wealthier households mostly stayed nearby, mostly relo-
cated somewhere else in New Orleans area.

Fourth, on housing, the main concern here is that the cost of
housing and rent levels have escalated 2 years after Katrina. Home
prices have definitely jumped up in St. Tammany and Jefferson
Parishes and the less impacted parts of New Orleans. Fair market
rents in the region have risen an astounding 45 percent in the last
2 years. And meanwhile, the demand for housing assistance re-
mains high. We have talked about that today. 180,000 households,
for instance, have applied for the Road Home program and as of
August only 22 percent of those have been served.

Fifth, I just want to say on the economy the New Orleans region
has recovered the vast majority of its job base and labor force. But
the real challenge there is that for two key sectors, health and edu-
cation and leisure and hospitality, they are still missing one-quar-
ter the pre-Katrina workers which is making it hard to recover the
schools, the health care services, and the level of tourism.

In closing, what I want to do is point to just some of the implica-
tions of these trends for Federal housing and other efforts. First,
I think the strategies to boost the supply of affordable housing are
still critical to help soften home and rent prices, and that is why
the Senate bill is so critical.
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On the private sector side, I do want to say that the data shows
that just one-quarter of the new housing units that are being built
in the New Orleans region is dedicated multifamily housing. So
with very new hard units, one other thing the Federal Government
can do is to aggressively recruit existing apartment owners to ac-
cept Federal housing vouchers. One of the things we have to realize
is giving families a voucher does not guarantee them housing.

Second, Federal leaders should consider making affordable hous-
ing available not just in the city but also in the job centers in the
suburbs. Much of the data again point to the explosive population
growth and job growth in the suburbs, and as well an increasing
number of low-income families and Hispanics that are now emerg-
ing there.

Third, given the many low-income African-American families
that are still in the diaspora, we must not forget them. We must
give them affordable housing options and perhaps affordable hous-
ing in those far-flung destinations.

I want to close with the fact that it is clear that a strong Federal,
State and local partnership is still very much due to address the
outstanding challenges in the Gulf Coast. I want to say that future
recovery efforts must go beyond just the focus on speed, which
tends to be the conversation. We need to focus on the quality of re-
covery.

Prior to the storm, New Orleans was plagued with high con-
centrations of poverty, a stagnant economy with a weak workforce,
and a region that was growing in unsustainable ways. No doubt
the city has enormous assets. But future Federal investment and
taxpayer dollars must not rebuild the exact same city and metro-
politan area. It must rebuild a greater New Orleans that rebounds
from Katrina as a better version of itself: safer, economically ro-
bust, with mixed-income neighborhoods and opportunities for all
residents.

So once again, thank you for the opportunity to appear before
you today.

Senator REED. Thank you, Ms. Liu.

Mr. Bright, please.

STATEMENT OF EDGAR BRIGHT, PRESIDENT, STANDARD
MORTGAGE CORPORATION

Mr. BRIGHT. Thank you, Senator Reed, and Ranking Member
Shelby, and Senator Landrieu and Congressman Jefferson, for in-
viting me to testify today on behalf of the Mortgage Bankers Asso-
ciation on some of the challenges we still face in Louisiana two
years after Hurricanes Katrina and Rita.

I would like to relate to you my personal story as a lifelong resi-
dent of New Orleans and a business owner in that great city. After
the storm our homes and our headquarters were flooded. This is a
picture. My house was two blocks behind that pearow and the
school where my three kids attend was one block to the right of
where that pearow is. And that was one week after the storm.

After the storm our homes and our headquarters were flooded
and we could not return to our building for six weeks. We moved
temporarily to Baton Rouge while some of my staff pulled all essen-
tial data and files from our headquarters. We instituted forbear-
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ance for payments on all loans in the Katrina area. This caused
major capital shortage for us. We borrowed significant funds to
make investor payments and meet payroll. We also made sure our
customers had access to their loan and insurance information and
reassigned 75 percent of our staff to process the paperwork.

The industry and our regulators also responded. The entire in-
dustry instituted broad forbearance and began to try to contact cus-
tomers who had been evacuated and were now across the country.
The mortgage industry created a working group made up of lend-
ers, servicers and their trade associations to help work on public
and private sector problems and solutions. An industry practice
was established that forbearance in the worst impacted areas
should continue and be revisited every 90 days. This was a water-
shed event and it helped avoid mass foreclosures.

Congress and the President put the region on the path to recov-
ery by providing emergency funding for the CDBG program. De-
spite efficiency issues in dispersing funds, lenders and homeowners
see that the money is on its way even if it is coming slowly.

While implementation of this program has not been at the pace
we would all like to see, it is important to remember the enormous
task at hand. Establishing a whole new rebuilding program under
crisis conditions is unprecedented.

Now one of the greatest challenges we face is the conveyance of
FHA properties. FHA current policy says payment of an insurance
claim will only occur when it takes title to a property as a result
of foreclosure. To convey a property and receive insurance benefits,
however, FHA requires a property to be fixed up so it can be sold
again. We are a small company and cannot afford to rebuild all of
the damaged properties in their hurricane area.

Right now these properties sit vacant, blighted properties seen
block after block deteriorate neighborhoods and hinder the rebuild-
ing effort.

There are important lessons for future action which I discuss at
length in my written testimony. The National Environmental Pol-
icy Act, or NEPA, hamstrung the States in how they could design
their grant distribution program. The President should be able to
activate NEPA exemptions for the purpose of rebuilding pre-exist-
ing housing.

Second, Federal agencies are not permitted to give recipients of
Federal assistance duplicate benefits. While in theory this makes
sense, in practice it is causing deficiencies for individuals and busi-
nesses.

Third, valuations and appraisals of damage properties are often
conducted numerous times by numerous agencies. There should be
some mechanism to share this information.

Last, MBA recommends prohibiting FHA from adding require-
ments that are above and beyond those determined acceptable by
EPA and the appropriate State environmental agency in the pro-
duction of affordable rental housing. EPA and the States are well
qualified to determine environmental standards so it only delays
critical production when HUD also adds requirements.

The mortgage industry responded admirably to the many chal-
lenges of Katrina and Rita, despite significant cost. We will do all
we can to ensure that the region is rebuilt better than ever. We
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have shown our willingness to sacrifice but that will not be enough.
This is a national problem and the national solutions need to con-
tinue to ensure that the region returns better than it ever was.

Thank you for allowing me to testify.

Senator REED. Thank you very much, Mr. Bright.

I want to thank all the panelists for the excellent and concise
testimony.

I understand Senator Landrieu has to depart so I would yield my
time initially to Senator Landrieu.

Senator LANDRIEU. Thank you.

Just one question and, unfortunately, I have a press conference
with another Senator in just a few minutes that I am obligated to
go, but I look forward to working with all of you.

Thank you for your extraordinary testimony and your hard work
to explain a very difficult and unprecedented problem and solutions
to the problem.

My one question to you, Mr. Kelly, would be why do you think
that this bill or something like it is so important to pass? And
what, in your view, will happen if something like this does not
pass?

Mr. KELLY. Senator, I think in your remarks you summed it up
very well. This is not about an either/or proposition. This is about
not a compromise. This is about a right ground solution.

I have worked with the homeless. I have worked with the poor
my whole life. I have worked with the working poor. If we do not
do this, we do not bring people. If you do not bring back the elder-
ly, you do not bring back child care. If you do not bring back elder-
ly, they are a certain critical element of every community. If you
do not bring back children, you do not bring back your future work-
force.

Why would we not want to bring back the working poor? Those
are the people who care for our folks in nursing homes. Those are
the people who care for our children in child care. They are the
people who work in the dry cleaners and the restaurants. The
working poor are a part of who we, as a Nation, are. They are a
part of our economy, as well as people that we love and we respect
and we work with every day.

If we do not pass a bill like this, then we are showing a lack of
leadership. That is what we are being criticized for. We are being
criticized for a lack of leadership. And people are looking for leader-
ship. People want to come home. We have the highest percentage
of natives of any State in the union. It is about faith, it is about
family, it is about food, and even with the Saints’ disappointing
loss, it is about football.

But it is critical. People want to come home. It is a part of the
fabric of who New Orleans is. When you say to somebody what is
the first question you ask? How’s your mamma and them?

We are a community that is very unique. But if we do not allow
our whole community to come home, then shame on us.

Senator REED. Senator Shelby, please.

Senator SHELBY. Mr. Kelly, we all want to help the people of
New Orleans. I think that is a common thread. But we want to be
smart in what we do. We want you to be smart in what you do.
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I am not a native of New Orleans but I love New Orleans. We
would like for the Saints to do better. We hope for them, because
we are from the South.

Mr. KELLY. What about LSU?

Senator SHELBY. Well, we are a little nervous about LSU because
they play the University of Alabama. We have got their former
coach but we need their players, too.

But as far as New Orleans is concerned, I think we—and I speak
for myself—we want to do everything we can to make you whole.

The Port of New Orleans is very, very important—that is why
New Orleans, among other things exists—to America. We realize
that. We think families are very important to all of us, as you al-
luded to. But we have got to be prudent in what you do. And I hope
you will not build in the flood-prone areas. I mean, that is just
something that I would not want the people in my State to do. But
you have tough geography there and I realize that.

I want to direct my next question and pick up on what Ms. Liu
testified to. I guess are there, in the city of New Orleans, vacant
apartments that if we had vouchers could a lot of the poor people,
working people, can they get some of those apartments? Or of the
apartments in the greater—in the metropolitan area?

In other words, here are the vacancies now that are ready to be
rented. And would that help alleviate some of the shortage, if we
had a voucher system?

Ms. Liu. First of all, I know that there has been a high number
of rental units that remain damaged, almost as many as the home-
owner units. So I think that

Senator SHELBY. So they are not ready for occupancy then, if
they are damaged?

Ms. Liu. I think there are some and I think there are some in
the larger region. My only concern is there is a lot of emphasis on
vouchers for families and yet there is not a discussion or aggressive
solution about where these vouchers are going to be used. And are
we working with the private sector to ensure that such housing
does exist?

Senator SHELBY. Sure.

Ms. Liu. I think in the interim if the private sector, if most of
the apartments that are available are in the New Orleans region
but in the surrounding parishes, I think we should reach out to
those apartment owners as well.

Senator SHELBY. I think you should.

Mr. Kelly, do you have a comment?

Mr. KeELLY. Yes, sir. We deal with this in case management all
the time, trying to find apartments for folks. The No. 1 issue was
referred to, 45 percent increase in rents. So how does the working
poor afford a 45 percent increase in rent?

Senator SHELBY. That is tough.

Mr. KeELLY. We do have Go Zone credits that are now being put
into use. But to rebuild and redevelop a former apartment complex
is not happening overnight, especially with the construction and
the insurance issues. But that will happen but it will not be
enough for the amount of units that were destroyed.

Senator SHELBY. Mr. Bright, you mentioned you are in the mort-
gage business and you know a lot about housing and finance. In
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your testimony, and correct me if I am wrong, you suggested that
FHA should pay claims on properties that were damaged by
Katrina that are currently not in habitable condition. As FHA cur-
rently—you know what the law is. FHA does not currently factor
into its FHA premiums catastrophic events. In other words, they
do not have flood insurance in the FHA premium. But I believe ev-
erybody ought to have flood insurance who is in a flood-prone zone.

If I understand your proposal, this would have FHA insure lend-
ers against a risk which the lender did not pay a premium for.

So I guess the question that I would ask, should FHA pay these
claims, do you believe that FHA should raise its premiums to offset
the additional risk—because there is risk here—of providing catas-
trophe insurance? Or should be lenders be covered by this risk at
the expense of the taxpayer?

In other words, FHA was never—we never contemplated the Fed-
eral Housing Administration to do this, to cover these. I under-
stand what you are talking about. We are very interested here in
the Senate in a meaningful comprehensive flood insurance pro-
gram, which I think we have not had and has not been required
and implemented well.

Do you want to comment on that?

Mr. BRIGHT. Sure. There is a lot in that question. I will try to
be concise.

Specifically, there is a technicality in the FHA contract. These
houses, there are about 8,000 homes we think, that are people that
were flooded but not in a flood zone area. So therefore we, as the
lender, would not have charged them flood insurance because they
would have said we were gouging them

Senator SHELBY. They were not in it, but they should have been
if we had had a good program.

Mr. BRIGHT. Right. I mean 99 percent of the people have flood
insurance. These are people that did not have flood insurance be-
cause they were outside of the flood zone and they flooded anyway.
So that is specifically what this would cover.

Let me also say if they got a Fannie Mae loan or a Freddie Mac
loan, this would not have been an issue for them. So that is one
reason why the FHA program is not as popular as the Fannie loans
and the Freddie loans.

So when you all fix, when you modernize the FHA, I believe you
should address this issue.

Senator SHELBY. Well, I hope we are going to address it—flood
insurance—in a meaningful way because I have been, myself, very
concerned about our flood insurance program, the inadequacies of
it, the role that leaving out areas that are flood-prone and we pay
for it in the long run, do we not?

Mr. BRIGHT. I would also like to say the FHA is a great program,
as is the Fannie and Freddie program. Those loans you still can get
funding for that. There is no problem with all of the subprime that
you hear about. Those loans work just fine. And in our area that
is something that is working.

Senator SHELBY. Thank you. Thank you, Mr. Chairman.

Senator REED. Thank you, Senator Shelby.

I want to thank all of the witnesses for their excellent testimony,
insightful and articulate.
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Mr. Perry, I think you have given HUD a reason to go back to
those trailers and see how many people really are qualified for
housing. Thank you for all of your good work there.

Mr. Brown, it was kind of frightening to listen to your tale of woe
about how you could not find support, particularly from HUD, to
do what your faith-based mission was, to help house these seniors.
But thank you for your persistence and your efforts.

Ms. Paul, thank you for your leadership at Lafitte. I used to say
Lafayette, but I am from Rhode Island.

Ms. PAuL. It is Lafitte.

Senator REED. It is Lafitte. I know. I stand corrected.

Mr. Bright, thank you.

Let me start questioning with Ms. Liu. Your analysis, and this
is sort of a simpleminded approach, but the price of rental property
has gone up 42 percent. If we are not replacing one-for-one de-
stroyed housing, that price is not likely to come down but to go up.
Is that simple economics? Is that fair?

Ms. Liu. Yes, we have a real chicken and egg problem right now
in terms of making sure that we are, as we are trying to imme-
diately provide affordable housing for many of these residents, that
the construction for rental property is just really lagging. Again, we
have spent the first 2 years focusing a lot on homeowners and sin-
gle-family homes.

Again, if you look at the data, even with one-for-one, multifamily
units are not going up as a small share of the total pie. And be-
cause of the insurance costs and other things, there is a lot of con-
cerns that tax credits are not being used.

So I think every resource that we have to expand the supply of
rental units is really critical right now.

Senator REED. And the policies, I discern from the Assistant Sec-
retary’s comments, are not designed to accelerate the production of
housing. They are not talking about a one-for-one replacement.
They are talking about tax credit programs which you suggest in
your analysis might not induce the market to provide the rental
housing because of other factors like insurance costs? Is that a fair
point?

Ms. Liu. That is fair.

Senator REED. They are also talking about vouchers. But without
units, vouchers is a piece of paper in your pocket but not a roof
over your head.

Is this a strategy simply to look like you are doing something but
end up not doing anything at all?

Ms. Liu. Well, I appreciate their spirit of not wanting to maybe
re-create the concentrated poverty that was there in the city before,
but I think we have to be very pragmatic in the short term about
whether or not we are creating enough units for families to come
home. And whether I think we should—this is a 10-year recovery
effort.

So I think in the short term what is the quickest way we can get
some hard units on the ground. If that is public housing, let us do
it that way. And over time, let the other options that he raised
occur over time.

Senator REED. Thank you.
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Mr. Kelly, your project specifically made the commitment for one-
for-one replacement. That was not at the suggestion of HUD. I
think that was at your insistence. Is that correct?

Mr. KELLY. Yes, sir. We have been at this since 1727.

Senator REED. Longer than HUD.

I go back. I am trying to sort out the Secretary’s testimony. The
suggestions, I think, is that we are going to do it by tax credits.
Even if those tax credits are taken up, you need a second subsidy
which is the voucher for the public housing individuals.

So you basically have two subsidies which may, in fact, per unit
per family be more expensive than creating a public housing—a
one-for-one public housing approach. Is that . . .

Mr. KeELLY. I think the tax credits are being used to fund the
capital and I think you really have to separate those two eggs. But
the issue is we have to make sure that it is affordability. The tax
credits can be geared at 60 percent below. In public housing, you
are dealing with a lot of people at 30 percent. And that is the issue
on affordability. Tax credits do not solve the problem.

Senator REED. Right. That is the point I was trying to reach with
the Secretary, and my understanding is not as expensive as his,
but if you have a tax credit regime that sets up of affordability lev-
els at 60 percent of median income, than they do not have to serve
anyone below that, I think. Is that correct? I am trying to figure
out the program. Maybe Ms. Liu?

Mr. PERRY. I think that is correct, that people who are at 30 per-
cent may not get served. The ultimate problem is that public hous-
ing is being demolished now and we have to move quickly. That is
what this bill provides us, an opportunity to move.

Senator REED. Again, there are lots of regulations and laws, et
cetera. But on the streets of New Orleans, if formerly resided in
public housing, that unit is demolished, you cannot get into public
housing. You may get a voucher. But that voucher does not allow
you to go to any rental property in the city of New Orleans, walk
up to the door and say here, you have got to put me. Is that fair?

Mr. PERRY. I would agree. I can provide you a referral list of
folks who have called our office and said well, I have a voucher.
But everywhere I go they say that they do not take vouchers. And
so I still cannot find a place to live, even though I have a voucher.

Senator REED. Even if those places take vouchers, there is a cer-
tain amount of money that they expect to be paid also. Is that cor-
rect? Or am I missing the point totally?

Mr. PERRY. Right, that is true. The tenant has to pay a portion
of the rent, as well.

Senator REED. And for many public housing people that is lit-
erally beyond their grasp; is that correct?

Mr. PERRY. That is correct.

Mr. KELLY. It gets more complicated when you get into the issue
of utilities. So if it is a 30 percent income, but then you have got
the utilities on top.

I think one of the things that should be emphasized is under the
public housing the ACC do not provide enough revenue to operate
units successfully. That is part of why we have public housing in
the disarray that it is. We really need to have many more project-
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based Section 8 vouchers so that these redevelopments can be done
successfully and will last into the future.

Ms. Liu. I was just going to echo that because I do think, and
other folks on the panel and in the audience will probably know
this, I know that the value of the housing vouchers have gone up
to meet the increase in cost in that housing market. So in some
ways that is a help.

But if the tax credits are moving faster, if the developers are
moving faster on breaking ground, the more we have project-based
vouchers to tie with these tax credits the better off we will be. I
know that we need to continue to push on expanding that.

Senator REED. So essentially what I think you are suggesting is
that we have a coherent strategy where it is not just tax credits
to any developer, and then I related to that might give a voucher
to a person. They have to be coordinated together, which I presume
you are doing in Lafitte?

Mr. KELLY. Yes, sir.

Ms. PAuL. Yes.

Senator REED. And that has to be the plan going forward for the
other public housing units that are being demolished and replaced
in some version.

Is that the approach you have heard this morning from the Sec-
retary, Mr. Kelly?

Mr. KeELLY. I think—I do not want to speak on behalf of the Sec-
retary. I think Lafitte is a model of what the public housing rede-
velopments should and can be. It is about allowing people the right
to come on.

Senator REED. Thank you all very, very much.

We will keep the record open for a week. This has been ex-
tremely informative. Thank you for traveling all the way up here
to Washington. And thank you for your good work every day to
help people, our neighbors, who need your help.

I understand we have some ladies and gentlemen who were evac-
uees for Katrina who are here in the audience. Thank you for being
here today, I guess, in picking up Mr. Kelly and Mr. Paul, seeing
them bearing witness.

Thank you.

[Whereupon, at 11:15 a.m., the hearing was adjourned.]

[Prepared statements and additional material supplied for the
record follow:]
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PREPARED STATEMENT OF SENATOR JACK REED

I want to welcome everyone to this important hearing on housing needs in the
Gulf Coast, and extend my appreciation to the witnesses who have taken time out
of their busy schedules to come to Washington, DC to be before us today. I want
to also recognize my colleague Senator Landrieu, who is testifying this morning, and
acknowledge her efforts to secure resources and assistance for her constituents and
all Gulf Coast residents. Her dedication to rebuilding the areas devastated by hurri-
canes Katrina, Rita, and Wilma are impressive, and I know she is here fighting
every day to make sure families can return to their communities.

We are here this morning because although two years have elapsed since hurri-
canes Katrina, Wilma, and Rita hit shore, unfortunately, there is still much to be
done to rebuild devastated areas and help people return home.

The hurricanes of 2005 destroyed or significantly damaged over 305,000 homes,
and caused some level of damage to tens of thousands of others. Of the homes most
damaged, over a third were occupied by renters. Two-thirds of the most damaged
homes were in Louisiana. After the hurricanes, over 1.3 million Americans were
scattered throughout the country, relying on friends, family, and others to meet
their short-term housing needs. Longer-term housing needs have been met by the
federal, state, and local governments, private non-profits, public housing agencies,
and private landlords and property owners.

Congress quickly responded after the storms to provide needed funds to help com-
munities clean-up and recover, and to provide housing assistance to those displaced.
However, anyone with a television can recount the horrors of watching the bungled
recovery efforts in New Orleans. While those days seem long past, there are still
many families who have been left stranded and unable to return to their commu-
nities. We are here today to explore how we can work together to help people return
home.

While more residents return every day, and old businesses open their doors, com-
munities are still struggling to recover. New Orleans, the hardest hit area, has
climbed back to 66% of its pre-storm population. Unfortunately, as we would sus-
pect, those with low-incomes, minorities, renters, and families with children have
been the least likely to return. Many of these families have no resources to move
once again, and many have no homes to return to.

With supplemental CDBG funds provided by Congress, the states affected by the
storms have established grant programs to assist homeowners in rebuilding their
destroyed homes, and in turn, their communities. In Louisiana, over 180,000 fami-
lies have applied for funds through the State’s “Road Home” program, with over
50,000 receiving grants to rebuild so far. And in Mississippi, almost 14,000 home-
owners have received rebuilding funds. These programs have helped to jump start
housing development throughout the Gulf Coast.

There has been a major gap, however, in ensuring that there is adequate, afford-
able rental housing in the devastated areas. While GO-Zone tax credits have been
allocated, and other plans are in place to rebuild some portion of the rental housing,
the plans of HUD and the states leave low-income renters with significantly fewer
options than before the storms. As I understand it, HUD expects to demolish much
of the public housing in New Orleans and only replace about forty percent of it.

While I believe that redevelopment must move forward and must result in
healthy, vibrant, mixed-income communities, I am concerned that low-income fami-
lies—including many children, people with disabilities, and seniors, will have no
homes to return to if affordable housing is not replaced.

In fact, affordable housing in New Orleans and throughout the Gulf has become
even more elusive. Rents have increased by 40% and homelessness has doubled, de-
spite the significant population decrease.

Chairman Dodd and Senator Landrieu have introduced a bill, the Gulf Coast
Housing Recovery Act, which would help ensure that families of all income levels
can return to their communities, and I applaud their efforts. Their bill seeks to en-
sure that affordable housing is replaced in flexible and sensible ways—with resident
and community input, in mixed-income communities, and through a variety of hous-
ing options.

I know there are still serious housing problems throughout the Gulf Coast, and
I look forward to hearing from our witnesses on what challenges remain and how
we can work to build healthier and stronger communities in the devastated areas.
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PREPARED STATEMENT OF SENATOR MARY L. LANDRIEU

Chairman Reed, Ranking Member Shelby and Members of the Committee,

Mr. Chairman, we can easily lose sight of the nature of this tragedy in statistics,
when we are really talking about people, and homes, and neighborhoods. To begin,
I would like to tell the story of two such people from my state.

Gloria Williams and her twin sister Bobbie Jennings are 60 years old. They both
lived in public housing in New Orleans before the hurricane struck. Gloria and Bob-
bie started working early in life. They picked cotton, strawberries, and snap peas
in rural Louisiana. “We were raised to work,” they have said. They moved to New
Orleans when their father drowned, their mother was later killed. They eventually
both had careers as Certified Nursing Assistants, working in nursing homes for
many years. They fed people, cleaned people, bathed people and cared for people.
They raised families and had grandchildren. And like 25 percent of households in
New Orleans, neither owned a car. But their years of hard, physical work took their
toll, and now at 60 they both have serious physical ailments. Ms. Jennings had back
surgery and suffers from high blood pressure. Ms. Williams has heart and lung
problems, high blood pressure and blood clots that keep her from standing for very
long. Their only source of income is their $600 a month disability check. Neither
one has any pension. They tried to relocate to California, but the 3,000-mile distance
from their family was too great. They’ve moved into a relative’s damaged home in
Slidell. The only thing they want out of this life is a little dignity and recognition
for having toiled all their lives, as good citizens and good neighbors. For them, that
recognition would be to allow them to return home to New Orleans. Mr. Chairman,
these are the kind of people that God put us on earth to help. As the Bible reminds
us “Whatever you did for the least of My brothers and sisters, you did for Me.”

Mr. Chairman, I am pleased to be here today to discuss housing needs in the Gulf
Coast, and in particular, S. 1668, the “Gulf Coast Housing Recovery Act” introduced
by Chairman Dodd and myself. Let me take this opportunity to again thank Chair-
man Dodd for generous advice and guidance in crafting this legislation and to Rank-
ing Member Shelby for his work alongside the Louisiana Congressional delegation
on the numerous Gulf Coast recovery-related issues. I would also like to thank Con-
gresswoman Maxine Waters and House Banking Chairman Barney Frank for show-
ing such initiative on this vital subject for the Gulf Coast. Their early leadership
on this subject speaks volumes about their compassion for the suffering of the peo-
ple of the Gulf Coast. We will not forget their efforts.

Our ability to rebuild homes and communities will determine the success of over-
all long-term recovery efforts in the region. To illustrate the interconnectedness of
our problems consider this, in Louisiana alone we had over 18,000 businesses de-
stroyed. Yet time and time again, I am told that the biggest hurdle to business
growth in New Orleans is the absence of affordable housing. Louisiana also had 875
schools destroyed. Again, teachers cannot come back to school and teach our chil-
dren'if they do not have a roof over their heads. Housing is where recovery must
start!

The official title for this hearing “Two Years After the Storm: Housing Needs in
the Gulf Coast” suggests that there was only one storm that hit the Gulf Coast in
2005. In fact, the Gulf Coast was hit by three storms in 2005: Katrina, Rita and
Wilma. Katrina struck the Gulf Coast on August 29, 2005, which was damaging
enough to my state. If that was enough though, in New Orleans there were also
28 separate Federal levee failures which flooded 12,000 acres—or 80 percent of the
city—following Katrina. Then one month later, Hurricane Rita made landfall in
southwestern Louisiana and southeast Texas with winds in excess of 115 mph and
a significant storm surge. In terms of the impact of Hurricanes Katrina and Rita,
and the failure of the Federal levees on housing in my state, we had more than
200,000 homes damaged or destroyed. These properties run the gamut from single-
family homes to multi-family homes to rental units. However, owner-occupied and
rental housing were not the only types of housing damaged by the storms. There
were over 7,000 public housing units damaged in the New Orleans area alone with
more than 5,000 public housing residents displaced.

Furthermore, according to a January 2005 study by UNITY of Greater New Orle-
ans, a collaborative of 70 nonprofit and government agencies in Orleans and Jeffer-
son Parishes, there were 6,300 homeless in the New Orleans area. As a result of
Hurricane Katrina and the levee breaks, in January 2007, the homeless population
had almost doubled to an estimated 12,000 homeless, though only 60 percent of the
city’s general population had returned. These homeless residents are living in aban-
doned housing, on the streets, in cars or in housing designated for the homeless.
The number is steadily increasing because the extraordinarily high cost of develop-
ment has added to the challenges of rebuilding affordable rental housing along the
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Gulf Coast which has significantly reduced the number of deeply affordable rental
units. For example, according to a June 2007 report by PolicyLink, a national re-
search institute, rents have increased in the area by as much as 40 to 200 percent
since the storms, leaving few apartments affordable to families making less than the
area median income. All of these factors are creating an affordable housing crisis
in the area but especially in New Orleans. As I mentioned above, this crisis threat-
ens our recovery as, before the storm these residents of affordable housing were es-
sential to our workforces in the tourism, hospitality, and service sectors which, as
you know, are the lifeblood of the New Orleans economy. In fact, New Orleans em-
ployers are seeking to fill 15,000 hospitality industry jobs, 10,000 public health/hos-
pital industry jobs, and almost 10,000 construction jobs. We cannot fill these jobs
without affordable housing for these vital workers.

Given the ongoing housing needs in the southern part of my state, as well as all
across the Gulf Coast, I was pleased that H.R. 1227, the “Gulf Coast Hurricane
Housing Recovery Act” passed the House of Representatives on March 21, 2007.
This legislation, introduced by Representative Waters and Representative Frank,
addresses many of the major housing-related problems in my state, especially as
they relate to public housing, rental housing, and those who were made homeless
by the storms. When this legislation was received in the Senate, I begin working
closely with Chairman Dodd to review H.R. 1227 for ways to strengthen this impor-
tant legislation. To further this goal, we consulted with all relevant stakeholders,
including public housing residents, community leaders, nonprofits, developers, and
Federal/State/local officials on areas where the House-passed legislation might re-
quire adjustments or improvements.

The legislation we are discussing today, S. 1668, the “Gulf Coast Housing Recov-
ery Act” is the product of these months of intensive consultations. As a testament
to the comprehensive, yet balanced approach in this bill, I note that S. 1668 is sup-
ported by at least 43 national organizations, 34 Gulf Coast organizations, in addi-
tion to the State of Louisiana and the City of New Orleans. This legislation, the
Senate companion to H.R. 1227, is similar to the House-passed bill in some places;
in others it really improves upon what was included in the House bill. For example,
there were an estimated 18,000 distressed properties in New Orleans before the
storm, but as a result of Katrina and the subsequent levee breaks, there are now
at least 32,000 such properties. Distressed properties like this need a clear title and
to be brought up to code, then they can be returned to the housing market rather
than sitting idle or blighted. The New Orleans Redevelopment Authority (NORA)
has the power to address this particular issue but lacks sufficient funding. To these
ends, H.R. 1227 included $15 million for NORA to carry out a pilot program to pur-
chase and bundle properties, then sell them for redevelopment. After talking to Rep-
resentative Richard Baker, who championed this provision on the House side, we
were able to include $25 million for NORA in S. 1668 so they can “hit the ground
running” with this program. In addition to this funding, we also added an additional
$25 million in the Senate bill for other redevelopment authorities in Katrina/Rita
declared areas in Louisiana to carry out similar programs.

Another important provision that we retained in S. 1668 from the House-passed
legislation was an authorization of funding for 4,500 units of supportive housing for
the elderly, the disabled, and the homeless—the most fragile of our population.
3,000 of these vouchers would be reserved for Louisiana, with the rest going to other
impacted Gulf Coast states. I note that the Senate has already passed this par-
ticular proposal. It was included as a floor amendment that I offered as part of H.R.
4939, the Emergency Supplemental which was enacted last summer. However,
much to my chagrin, and to those working on this issue in my State, this important
provision was taken out by the House of Representatives in final negotiations on
the Supplemental. As a member of the Senate Appropriations Committee, I plan to
work closely with this Committee and my colleague Senator Patty Murray, Chair-
man of the Transportation, HUD Appropriations Subcommittee to secure this fund-
ing in the next Emergency Supplemental. Chairman Murray recently committed to
me on the Senate floor to work to include this particular funding in the Supple-
mental. The authorization in this bill has been essential to push this issue forward
and gamer additional Senate/House support for these efforts.

Furthermore, before Hurricane Katrina, at approximately 40 percent, New Orle-
ans had one of the lowest homeownership levels of any metropolitan area in the
country. As we rebuild this vibrant city, in my opinion, increasing homeownership
should be one of the tenets of the redevelopment process. It is essential to return
residents to public housing, rental units, and other affordable housing but in order
to truly spur long-term recovery and economic development; we should also create
homeownership opportunities for these families. With this in mind, S. 1668 includes
an additional $5 million for NORA to provide soft-second mortgages and directs the
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Federal Housing Administration to convey foreclosed/distressed properties to NORA
for affordable resale to these low-to-moderate income residents. These provisions are
important steps towards not just returning displaced residents home but giving
them the chance to own that home.

Following Katrina and Rita, there has been a great deal of emphasis placed on
rebuilding Gulf Coast owner-occupied and rental housing, as there should be. The
recovery of public housing, however, is one area that has not received much national
press even though public housing residents have the same right to return home and
rebuild as homeowners or renters. Prior to Katrina, the Housing Authority of New
Orleans (HANO) operated 7,379 public housing units, 5,146 of which were occupied.
As you may know, HANO has long been a troubled agency and has been plagued
by mismanagement. This in part, has contributed to the poor condition of some pub-
lic housing in New Orleans and the negative stereotype that many in the area have
of public housing. It should be noted however that despite that negative perception,
before Katrina almost 85 percent of these public housing residents were employed
and many of them are now employed in other cities, with children in school there.
Some former public housing residents are settled in these other cities and do not
want to return to New Orleans. That is their choice, however, many other residents
do want to come home and participate in the recovery of their communities.

H.R. 1227 provides the process and means for returning these New Orleans public
housing residents home. The House-passed bill includes a resident study to find out
which residents want to stay where they are, which residents want to come back
to public housing in New Orleans, and which residents would like to return to New
Orleans with rental or Section 8 assistance. This study would guide redevelopment
plans of public housing in New Orleans and the Department of Housing & Urban
Development supports this provision. In fact, I understand that after both H.R. 1227
and S. 1668 were introduced, HANO started conducting a study modeled on the pro-
vision in the legislation. H.R. 1227 also specifies that HANO shall not demolish the
7,379 public housing units unless there is a plan in place to provide for one-for-one
replacement of the disposed units. This particular provision ensures that all public
housing residents who want to return can do so—to either public housing or other
affordable units.

S. 1668 retains these provisions but strengthens them in a few important ways.
For example, just as in H.R. 1227, our bill sets out that all 5,146 pre-Katrina occu-
pied units shall be replaced with hard units—which can be public housing, afford-
able housing, or vouchers tied to affordable units. However, unlike the House bill,
for the remaining units, the Senate bill allows HANO to replace these units with
hard units or with project-based vouchers tied to units in low-income neighborhoods/
areas undergoing revitalization. This is because some residents want to return to
public housing, but there are others who would like to transition to other types of
units. Our bill would set out this ‘menu of options’ for both residents and developers
alike, allowing them to work hand-in-hand to rebuild public housing. And we
worked closely with developers in the area who have already committed to respon-
sible replacement of public housing, such as Providence Community Housing who
is testifying today, to ensure that our bill will move development forward, while still
providing sufficient guarantees for resident participation/input. Just as important,
however, is that S. 1668 ensures that affordable housing will not be lost at a time
when it is most needed.

In closing, let me reiterate that this bill addresses one of the most fundamental
needs following a disaster: the need to return home. Whether residents live in mil-
lion dollar mansions, rental housing, or public housing they all share the same de-
sire to return to their communities, and in particular, their own homes. The House
of Representatives has done its part to help these public housing residents, renters
and homeless individuals so now it is up to the Senate, and this Committee, to act
upon this legislation. I look forward to working closely with Chairman Dodd, Rank-
ing Member Shelby, and the other members of the committee to hopefully reach an
agreement on moving S. 1668 forward to the full Senate for consideration.

Mr. Chairman, this concludes my prepared statement. I ask unanimous consent
to include a list of organizations supporting S. 1668 in the Record, along letters of
support from both the State of Louisiana and the City of New Orleans. At this time,
I would be pleased to respond to any questions that you or other members of the
Committee may have on this issue.
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State of Tonisiana
OFFICE OF THE GOYERNOR
RBaton Rouge
KATHLEEN BABINEAUX BLANGO POST OFFiCE BOX seca
GOVERNOR TDBUS-P004 {225) 942-7015

July 26, 2007

Honorable Mary L. Landrien
United States Senator

724 Hart Senate Building
Washington, DC 20510

Dear Senator Landrieu,

The Guif Coast Housing Recovery Act being brought to the United States Senate by yourself and
Senator Dodd is a piece of legislation critical to the continued recovery efforts in Louisiana post
Hurricanes Katrina and Rita. In its current form in the Senate version, this Act will authorize foil
funding for Louisiana’s Road Home Homeowner Assistance program so long as the State of
Louisiana provides up to $1 billion of additional funding to the program. We heard Congress
clearly on this point, and you will be pleased to know that at my request the Louisiana
Legislature has already appropriated funds that will make this S1 billion commitment a reality.
When the Gulf Coast Housing Recovery Act is signed into law, thousands of Louisiana
homeowners who are counting on the Road Home program to help them rebuild will breathe a
sigh of relief knowing that the 1.8, Congress has pledged to make sure the resources they need
will be there.

The Gulf Coast Housing Recovery Act also gives Louisiana’s Road Home program access to
vital Hazard Mitigation Grant Program (HMGP) funds which have been unavailable to the State
of Louisiana. The state has had this issue as one of its highest federal priorities since
presentations to the Sepate Homeland Security Subcommittee in January. The Road Home
program’s original budget always relied on $1.2 billion from HMGP, and it remains a significant
part of the problem for Louisiana’s homeowner assi program funding shontfalls. This
legisiation addresses fundamental problems between two sources of funding-—those of the
Department of Housing and Urban Development and the different rules of FEMA and the
Stafford Act.

Our state’s post-himicane recovery activitics have been committed to mitigating and preventing
future damages from storms like Hurricanes Katrina and Rita across the state of Lovisiana. Inits
fundamental design from the beginning, the Road Home program has funded home elevations,
acquisition of properties into green space (in areas designated by local governments to be parks
or that are otherwise hazard prone}, and investments into other preventative safety measures for
homeowners.
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‘Furthermore, Louisiana has advocated that all of its parishes adopt as a precautionary measure
the FEMA Advisory Base Flood Elevations (ABFEs), which has now been acted upon in all of
Louisiana’s coastal parishes. Although controversisl, this policy to encourage ABFE adoption
has su¢ceeded and mandates new standards for elevations based on the best available guidance
from FEMA, and will alleviate future damages to structures.

Another important measure in this legislation addresses: a concern with duplication of benefits,
The state has joined with you in calling for the waiver of the duplication of benefits requirements
from. the Small Business Administration disaster home loans. As you know, homeowners are
being asked to repay their SBA loans with their Road Home grants, rather than allowing them to
use both sources to-rebuild if neceéssary. We have feit thar homeowners be allowed to manage
their debt obligation to-SBA separately from their Road Home grant.  The interpretation that
Road Home: grants. cause  duplication of benefits of SBA loans by the federal govemment has
essentially confused grants and loans as the same thing,

We are also very supportive of other vital measures that the Act provides for renters and the
residents of public housing. These inciude the 3,000 new project based vouchers for families in
need of Permanent Supportive Housing (PSH}, which has been a fundamental component of the
state’s housing program for over a year now. These vouchers will couple with funds that will
finance grants for services for PSH that Lovisiana has set aside. 1 also provides greater
flexibility for existing vouchers that will make housing and redevelopment more likely.

The state of Louisiana has championed mitigation and gone above and beyond gnidelines set in
place by FEMA. The passing of this Act-will only help to further piecing back together the lives
and homes of Logisianans affected by this temrible tragedy. With the assistance of this
legislation, we will continue to guide our recovery efforts 10 build a safer, smaner, stronger

Louisiana.

Kathleen Babineaux Blanco
Governor

Sincerely,
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CrTy OF NEW (ORLEANS

€. RAY NAGIN, MAYOR

July 19, 2007

The Honorable Christopher Dodd
[ & 2

‘Dear Chiatrman Dodd and Segator Landien:

Thank you for'ail you lisve dore since August of 2005 to Help New Orleans and the Gulf Coast
recover from the devastating effects of the huricanes-of that season. 'We have allcome a lonig
way in our.efforts to rebuild and bring.our citizens home, but there ismuch still to-be doxe, and
your efforts are critical to our recovery.

‘We applaud and support your initiatives in thesealin of housing, particalarly in light of the over
200,000 housing units damaged ordestroyed by the storms and subsequent flooding in Loulsiana
alone. We support 81668, the Gulf Coast Recovery Act-of 2007, for the many provisions that
wark toward the goal of rebutlding the homes.and lves:of so:many of our citizens.

"There-are many facets of this bill that deserve special attention for the critical time sensitivity of

the pmbm ‘they attempt to solve. The bill provide ﬁexibihty for the useé of previously

nceded to:assist bo ymers:in-gebui Vmsafaiy.kwfhomsﬁmdmgte

: ﬁﬂawbsﬁnﬁdgapm&ammmmhmwmmmbﬂdﬂmxmandﬂwd
damaged homes. It also fixes a puritive duplication of benefits-issue requiring repayment of
SBA loanswith their homeowter grants needed for repairs.

By reinforcing the need to provide public housing options and expand voucher options, the bilt
creates a.pathway 1o opportuity and ¢conomic stability for many of our working families
struggling to make ends meet. }talso provides for the-participation of public housing residents in
the policies and decisions that affeet their lives. These sfforis to provide housmg arid ensore
accountability an the process of demolition, conversion and reconstruction in disaster-impacted
areas-are to be commended.

This bill also supports the partnesship berween the City of New Orleans and the New Orleans
Redeyvelopment Authority (NORA) with a pilot program to acquire and redevelop property in
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accordance with the city’s recovery plan. Additionally, NORA would be the recipient of HUD
controlled FHA propetty to provide home-ownership oppertunities for low-income families.

Finally, we would be remiss not to thank the authors of this legslahon for mcludmg the-call fora
GAOQ review of How fedeial dotlars were-distiibuted 1o simppoit followi

disaster. While weican riot fum back the slack for our eitizens. along the: Gulf Coast, we kaow
that there is nuch'to be leamed Eyommnmmeevmmmkmenm fall victim to-a disaster
of this mapnitude; natural or man-riade; iy the fisture,

Thankyouagamfwyuurdedmamnmmrmv«y Ymeﬁoﬁswmbmeﬁwxﬁzﬁmaf
ChmrM«amneWmm; mmgﬁ:emvmmofﬁnsleg:slmm,mthemlmﬁm
l?degamwmpmwdemassxstanecmnmmumymdhﬁpmmbmgwm
ome.
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The Gulf Coast Housing Recovery Act of 2007
June 15, 2007

The Guif Coast Housing Recovery Act of 2007, introduced by Senators Dodd and Landrieu, will
ensure that families of all income levels can come back to the Guif Coast, and will help jump-
start development in the Gulf. The Bill does the following:

Brings People Home:

+ Ensures homeowners in Louisiana can rebuild their homes by authorizing funds to cover the
shortfall in the Road Home program.

* Provides former public housing residents the opportunity to come home.

* Provides counseling to families with housing vouchers so they can obtain suitable housing.

Replaces Lost Housing:

« Ensures there is no net loss of affordable housing opportunities by requiring that any public
housing or other HUD-assisted housing in the Gulf is replaced.

*  Authorizes appropriations for the repair and rehabilitation of public housing in the Guif
Coast.

»  Provides additional affordable housing opportunities by authorizing funding for 4,500
supportive housing vouchers, and an additional 1,000 housing units for the homeless.

Creates Homeownership Opportunities:

* Requires FHA to use pre-hurricane credit history in determining a borrower’s eligibility for
FHA insurance so households who have faced financial difficulties as a result of the storms
are still able to become homeowners.

* Requires any properties under HUD’s control within the City of New Orleans be transferred
to the New Orleans Redevelopment Authority for low-income homeownership opportunities.

Spurs Community Development:

* Provides $20 million from previously appropriated funds to the New Orleans Redevelopment
Authority, and $20 million for other parishes, to acquire land for redevelopment.

*  Assists the development of Low Income Housing Tax Credit projects by requiring the
Housing Authority of New Orleans to work to project-base vouchers where development is
occurring.

Continues Assistance for Evacuees:

« Requires continued rental assistance for evacuees and transfers funding from FEMA to HUD
to provide rental assistance to families still in need of temporary housing.

*  Assists families in moving out of unhealthy living environments by authorizing funding for
rental assistance for families currently living in FEMA trailers.

Requires Accountability:

* Requires HUD to petition a court for judicial receivership of the troubled Housing Authority
of New Orleans, so that the housing agency is an independent partner in redevelopment.

* Requires all states that received emergency federal funds to report on the use of those funds,
including information on who is served in each state, and requires HUD to monitor
expenditures of emergency funds to prevent waste, fraud and abuse.

*  Authorizes funding for fair housing enforcement, to ensure that families are treated fairly and
are not subject to discrimination.
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The Gulf Coast Housing Recovery Act of 2007
September 20, 2007

The following organizations have endorsed the Gulf Coast Housing Recovery Act:

National Organizations:

AARP

ACORN

Addicts Rehabilitation Center Foundation, Inc.
American Association of Homes and Services for the Aging
Center for Responsible Lending

Center on Budget and Policy Priorities

Consortium for Citizens with Disabilities Housing Task Force
Consumer Mortgage Coalition

Enterprise Community Partners

Institute of Real Estate Management

Jonathan Rose Companies

Lawyers Committee for Civil Rights Under Law

Local Initiatives Support Corporation

McCormack Baron Salazar, Inc.

Mortgage Bankers Association

National Affordable Housing Management Association
National Alliance to End Homelessness

National AIDS Housing Coalition

National Apartment Association

National Association for the Advancement of Colored People (NAACP)
National Association of Affordable Housing Lenders
National Association of Home Builders

National Association of Realtors

National Coalition for Asian Pacific American Community Development (National
CAPACD)

National Fair Housing Alliance

NCBA Housing Management Corporation

National Housing Conference -

National Housing Law Project

National Housing Trust

National Law Center on Homelessness and Poverty
National Leased Housing Association

National Low Income Housing Coalition

National Multi Housing Council

National Policy and Advocacy Council on Homelessness
NETWORK: A National Catholic Social Justice Lobby
Oxfam America

PolicyLink

Religious Action Center for Reformed Judaism
Technical Assistance Collaborative
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Tramell Crow Company

Unitarian Universalist Association of Congregations
United States Jesuit Conference

Volunteers of America

Gulf Coast and Regional Organizations:

Acadiana Regional Coalition on Housing & Homelessness (ARCH)
Alabama Appleseed Center for Law & Justice

Alabama Arise

Armmstrong Family Services

Catholic Charities, New Orleans

Coalition for Citizens with Disabilities of Mississippi
Florida Legal Services, Inc.

Fresh Start of Baton Rouge

Georgia Appleseed Center for Law & Justice, Inc.
Greater Houston Fair Housing Center

Greater New Orleans Fair Housing Action Center

Gulf Coast Fair Housing Center (Biloxi, MS)

Home Builders Association of Greater New Orleans
Hope for the Homeless, Inc

Hope House

Lake to the River: The New Orleans Coalition for Legal Aid and Disaster Assistance
Last Hope, Inc.

Louisiana Advocacy Coalition for the Homeless
Louisiana Association of Nonprofit Organizations
Louisiana Developmental Disabilities Council
Louisiana Housing Alliance

Louisiana Supportive Housing Coalition

Mental Health America of Louisiana

Mobile Fair Housing Center

NAMI Louisiana

New Orleans Neighborhood Development Collaborative
Northeast Louisiana Delta CDC

People Improving Communities Through Organizing - Louisiana Interfaith Together
(PICO-LIFT)

Poverty & Race Research Action Council

Project Lazarus

Providence Community Housing

Shelter Resources, Inc.

Texas Appleseed

UNITY of Greater New Orleans
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Statement of Orlando J. Cabrera
Assistant Secretary for Public and Indian Housing

Before the Committee 0nkBanking, Housing and Urban Affairs
United States Senate

"Two Years After the Storm: Housing Needs
in the Gulf Coast"

September 25, 2007
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Chairman Dodd, Ranking Member Shelby, distinguished Members of the Senate Banking
Committee, it is a privilege to appear before you today on behalf of the Department of
Housing and Urban Development (HUD). We appreciate Congress’ continued support
and attention to Gulf Coast recovery, as reflected in H.R. 1227 and S. 1668. Although
HUD shares the goals of both bills in seeking to help the victims displaced by the
hurricanes and rebuilding, we have serious concerns with many of the provisions in their
current form. In response, the Administration will communicate detailed concerns
separately, and we look forward to working with both the House and Senate to address
the ongoing needs of families affected by the hurricanes.

Today, I share with you HUD’s recovery efforts in the Gulf Coast following the
devastation caused by the trio of hurricanes that battered the region two years ago. We
have taken great strides in the recovery effort; yet, there are still many challenges that lie
ahead, especially in Louisiana. This testimony focuses on three things: :

1. The $16.7 billion in Community Development Block Grant (CDBG)
supplemental funds for long-term recovery;

2. The recovery of New Orleans Public Housing; and

3. Continuing affordable rental housing challenges. .

In response to the disasters, the federal government has committed more than $110
billion to help the Gulf Coast, including $16.7 billion for the CDBG program. The
legislation passed by Congress for the CDBG program was clear in its intent: the federal
government would not dictate to local communities how they were going to use the
money in their recovery efforts. The Gulf states and their governors were designated
with the principal responsibility for the design, implementation, and performance of their
_rebuilding efforts. HUD has and will continue to move quickly with reviewing and
approving state recovery plans. HUD has received and approved $15.23 billion worth of
recovery plans from the affected states. HUD has and will continue its role in offering
guidance and assure compliance with the law, including the prevention of waste, fraud,
and abuse. .

Recovery is taking time but the pace has been picking up. In January 2007, a little over
$1.1 billion had been expended by the states. Today, over $5.8 billion of the CDBG
funds have been expended. Louisiana has made substantial progress in its Road Home
homeowner grant assistance program. The state established a July 31, 2007, application
deadline for its homeowner program. The state has received over 184,000 applications
and has dispersed grant assistance of almost $4 billion to over 52,000 homeowners.

In Mississippi, its Homeowner Assistance Program has assisted over 14,000 homeowners
who have received checks to help compensate them for their losses and assist them as
they rebuild their lives. All of the five Gulf states have other critical programs underway,
including infrastructure repalr and redevelopment economic development assistance, and
rental and public housing programs.
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I will now address recovery issues for New Orleans Public Housing. As Secretary
Jackson said when he visited New Orleans, “every family who wants to come home
should have the opportunity to come back... HUD’s goal is to bring families back to
quality housing.” HUD is working with the local community to redevelop New Orleans
public housing so families will have the opportunity to return to better, safer
neighborhoods. The Housing Authority of New Orleans (HANO) has selected
development teams to redevelop four major public housing sites, including C.J. Peete,
B.W. Cooper, Lafitte and St. Bernard. These sites will be redeveloped to make way for a
mixture of public housing, affordable rental housing and single-family homeownership.
Low Income Housing Tax Credits and CDBG Piggyback funds have been awarded to
these projects by the State of Louisiana. Of the approximately 5,100 units of public
housing that were occupied and affected by the disaster, more than 2,000 units have been
repaired and are habitable. Over 1,600 families have already come back to New Orleans
to re-occupy these units and additional families will be returning. As Louisiana and the
other affected states develop their solutions to the challenges they face in public housing,
HUD will continue to offer its support and guidance.

Our efforts to provide rental housing assistance to displaced families and individuals are
well documented. The Office of Public and Indian Housing (PTH) issued guidahce to the
nation’s more than 3,000 Public Housing Authorities (PHAs) on how to assist public
housing residents displaced by Hurricane Katrina.

HUD has worked aggressively to provide previously HUD-assisted displaced families
and homeless individuals with housing stability during this period by paying Katrina
Disaster Housing Assistance Program (KDHAP) and Disaster Voucher Program (DVP)
rental subsidies. Through the KDHAP and DVP, HUD issued over 37,000 DVP
vouchers and assisted approximately 32,000 families to find and occupy affordable rental
units. All rental assistance programs have been operating successfully and are fiscally
sound. Both HUD's Office of Inspector General and the Government Accountability
Office have audited HUD’s performance and commended the Department on its ability to
deliver timely services.

As pre-disaster HUD-assisted housing units damaged by Hurricanes Katrina and Rita
become - available, the Department remains fully committed to providing displaced
families the opportunity to reoccupy their pre-disaster HUD-assisted housing. In 2007,
HUD has convened several meetings in New Orleans, Gulfport, and Houston with
representatives of the major stakeholders, including public housing residents, pre-disaster
and DVP PHAs, tenant advocacy groups, and owners of Section 8 voucher units. The
purpose of these meetings was to solicit feedback on the best strategy for returning
families to their homes prior to issuing the “final” HUD re-occupancy policies for
families displaced by Hurricanes Katrina and Rita as well as implementing the Disaster
Housing Assistance Program. .

DHAP will allow the 21,896 families that wére displaced by Hurricanes Katrina and Rita
and are currently being served by FEMAs rental assistance program to be transferred to
HUD. Based on the recommendations presented in “Hurricane Katrina: Lessons
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Learned,” the Administration agreed that FEMA should not be in the long-term housing
business. Because HUD has a proven process in place and is the nation’s housing expert,
it was determined that HUD should continue to serve these individuals. This will total
53,896 families assisted through rent subsidies under the KDHAP, DVP and DHAP
programs. Final DHAP operating procedures were issued in August 2007. HUD
currently has a team of over 14 program staff at the Housing Authority of New Orleans
(HANO) working alongside HANO staff in attempting to contact Hurricanes Katrina and
Rita families and make arrangements for their return. HUD is also in the process of
issuing public service announcements and working with nonprofit agencies in the Gulf
Region and other areas to locate these families and help them return home.

While New Orleans public housing is an important and visible piece of providing
affordable rental housing in the region, it represents only a small number of the 112,000
rental units seriously damaged by the storms in the five-state Gulf Coast region. In total;
13 percent of the damaged rental stock in the Gulf region was subsidized housing.
Although mostly unsubsidized, 75 percent of the damaged stock was occupied by low-
income households.

A weak pre-storm housing market in the Gulf Coast resulted in a relatively affordable
housing stock. The affordable homes, half of them in New Orleans, were not high-end
properties. Many were built in the 1950s or earlier and had numerous quality problems.
While families would in certain cases “double-up” or have extended family reside with
them, nonetheless, there was moderately affordable shelter.

That situation has changed dramatically since the storms. Not only are there 112,000
fewer rental units in the Gulf Coast region, there is increased demand for the non-
damaged rental units. This demand comes in the form of construction workers moving to
the area to accelerate recovery, from displaced high- and low-income renters, and also
from higher-income homeowners who are temporarily renting units in the area while their
houses are repaired.  Some of this demand is likely to be short-term, but in the meantime
it quickly increased rents. In response to the rent inflation, HUD has increased its Fair
Market Rents for New Orleans by 45 percent since the storms. Increasing Fair Market
Rents, however, does not address the near disappearance of affordable rental units.

Immediately in the aftermath of Hurricane Katrina, the Department’s goal was to repair,
rehabilitate or rebuild the affordable housing projects to the greatest extent possible to
ensure that residents could return as quickly as possible to the Gulf Coast region. The
Department began diligently working with project owners to develop recovery plans and
identify the resources needed to make the repairs and complete the rehabilitation or
rebuilding of these projects. Through these efforts, 96% of the Department's portfolio is
operational. At this time, out of the 82,404 [HUD-associated] units in the areas impacted
by Katrina, there has been a permanent loss of only 354 affordable rental housing units.
To date, the Department has seen a minimal increase in multifamily insurance claims.

The lack of affordable rental units means construction workers need to be paid more,
increasing the cost of reconstruction. It also pushes low-wage workers out of the area,
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having a dangerous trickle down effect on the industries that depend on low-wage
workers. This is particularly dangerous for the economic viability of New Orleans,
where the economy is based on low-wage workers. For low-wage workers, housing
should be within reasonable commutes and at reasonable prices.

Rebuilding the affordable rental housing stock is not going to be easy. The majority of
the rental units, over 60 percent, were in 1- to 4-unit dwellings. It is much harder to
compel small landlords to repair a low-value property that provides a low return on
investment than to get a large landlord to repair a property. Even with subsidy from the
CDBG program, it is difficult to convince these landlords to repair their properties.

Again, the Department made the commitment early on to work with the owners to repair,
rehabilitate or rebuild the impacted affordable housing units. We held meetings, worked
diligently with the owners in developing recovery plans, and provided assistance with"
redevelopment. The Department has provided flexibility on the use of reserve funds, has
suspended Section 8 contracts until such time as the units are rebuilt, and is using our
authority under Section 318 to move projects to other locations if necessary to ensure
safe, decent, and affordable housing. There were a total of 1,054 HUD-assisted or HUD-
insured projects with 82,404 units in the areas that were impacted by Katrind. Today,
1,012 projects with 76,346 units have been repaired or rehabilitated and are fully
operational. (The overwhelming majority of these units are HUD insured. We do not
control occupancy data on those units. We are seeing in New Orleans that as soon as |
units go online they are snapped up — after the owner offers the right of first refusal to the
original tenant.) This number increases every day as umits are completed. All of the
projects impacted in Alabama are operational. In Mississippi, approximately 98 percent
of the projects are operational. In Louisiana, of the 407 impacted projects there are
approximately 37 projects that are still being repaired, being rebmlt or are in the process
of obtaining funds to complete the necessary restorations.

Multifamily property repair and replacement also faces obstacles, but of a different sort,
most notably land acquisition and project design. The delays caused by these factors
threaten the ability to fully utilize the Low Income Housing Tax Credits allocated for
recovery in the timeframes mandated by law.

The path to rebuilding affordable rental housing continues to be challenging. The federal
government has done a lot to help the states and the owners, and we are confident that the
entities are on the right path to addressing their many challenges. It is a path, however,
that is going to take longer than we want.

Mr. Chairman, Members of the Committee, people need help now. Secretary Jackson
and the entire HUD family are committed to using our full authority to help families
recover, to stimulate economic development, and to restore hope to communities
throughout the Gulf. Thank you.
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Testimony of James Perry
Executive Director,
Greater New Orleans Fair Housing Action Center
and President, Louisiana Housing Alliance

on behalf of
The National Low Income Housing Coalition
presented to the

Committee on Banking, Housing, and Urban Affairs
United States Senate
September 25, 2007

Senator Reed, Ranking Member Shelby and members of the Committee, thank you for
the opportunity to testify today on the impact that passage of S. 1668, the Gulf Coast
Housing Recovery Act of 2007 would have on Gulf Coast communities.

I am James Perry, Executive Director of the Greater New Orleans Fair Housing Action
Center. I am also the newly elected President of the Louisiana Housing Alliance, a
statewide coalition of housing advocates, non-profit housing providers, homeless service
providers, fair housing organizations and local housing coalitions. We formed shortly
after Hurricane Katrina in order to affect equitable housing development in post-
hurricane Louisiana. We have more than 100 member organizations. We are the
Louisiana state partner of the National Low Income Housing Coalition (NLIHC), on
whose behalf I am testifying today.

Soon after Hurricanes Katrina and Rita struck, the immense housing destruction became
apparent. NLIHC responded by convening what has come to be known as the Katrina
Housing Group, which has grown to over 80 organizations. These include state and local
advocates from the Gulf Coast, including the Greater New Orleans Fair Housing Action
Center and the Louisiana Housing Alliance, as well as many national organizations. The
members of the Katrina Housing Group work together to learn about the housing
conditions of displaced low income people, to ensure that rebuilding is done equitably, to
share information about federal policy and programs and to advocate for an effective
federal response. We were active in the development of H.R.1227, the Gulf Coast
Hurricane Housing Recovery Act of 2007, as well as S. 1668, the bill under consideration
today.

On behalf of the National Low Income Housing Coalition, the Katrina Housing Group,
the Louisiana Housing Alliance and the Greater New Orleans Fair Housing Action
Center, let me offer our strong support for S.1668, the Gulf Coast Housing Recovery Act
0of2007. We commend Chairman Dodd and Senator Landrieu for their legislation that
would make major improvements to some of the remaining and pressing housing needs
on the Gulf Coast.

You have no doubt heard the numbers before, but they bear repeating, Nearly one million
homes were damaged by Hurricanes Katrina and Rita; a third were destroyed or severely
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damaged. NLIHC estimates that over 70% of the most severely damaged homes were
affordable to low income families prior to the disaster. Very few of these homes have
been replaced. Given escalating construction costs, difficulty obtaining insurance,
continuing anti-affordable housing sentiment and growing Katrina-fatigue, there is little
chance that the majority of the homes that were once affordable to low income families
will ever be replaced at the level on which they are needed.

It is important to remember that the loss of affordable housing stock caused by Katrina
exacerbated an already acute shortage of housing affordable to the lowest income people.
There are 9 million extremely low income households in need of rental housing in the
United States and only 6.2 million homes renting at prices they can afford. Extremely low
income households are those with incomes at or below 30% of the area median. In
Providence, Rhode Island that equals $19,200 or less. In New Haven, Connecticut it is
$22,980 a year or less. In Mobile, Alabama it is $14,850 or less. These are elderly and
disabled people on fixed incomes or people in the low wage workforce. Whatever means
low income people on the Gulf Coast coped with the housing shortage prior to the
hurricanes (social services or social networks) are no longer available to them, especially
those displaced to unfamiliar communities.

It is impossible for us to know precisely how many low income households remain
displaced and temporarily housed these 25 months after the hurricanes. FEMA continues
to hold such information tightly, refusing to present detailed and up-to-date information
to the public. We are left with rough estimates to gain a sense of the scope of the
problem.

According to the most recent posting (August 25) on FEMA’s website, 98,348
households displaced by Hurricanes Katrina and Rita are still receiving FEMA housing
assistance. Of these, 69,194 are in trailers or mobile homes. FEMA estimates that
approximately 20% of these trailers are in trailer camps; the remaining 80% are on
privately owned property. It is a reasonable assumption that at a minimum most families
living in camps were renters prior to the storm. We can also reasonably assume that those
still living in FEMA trailer camps do not have the resources to move elsewhere. These
assumptions provide that approximately 13,800 Gulf Coast citizens may be permanently
displaced.

The other 29,154 households still receiving FEMA housing assistance are receiving
monthly rent assistance. While over 13,000 are in Texas, these families are found in
every state.

We know that most of the households still in need of housing assistance are very poor. A
February 2007 Zogby poll found that nearly 70% of these households had incomes less
than $15,000 a year.

1t is also important to note that we believe that a large number of the 723,262 households
that were originally received FEMA rent assistance were erroneously or wrongfully
terminated, as asserted in the most recent lawsuit filed against FEMA, Ridgely v. FEMA.
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At its peak, the FEMA 408 rental assistance program served 723,786 households. By
May 2006, 246,786 had requested continued assistance, but only 180,636 were granted
such aid. Another 60,000 households received rent assistance through FEMA’s 403 rental
assistance program to cities and states; some, but not all, were transferred to the 408
program in the summer of 2006.

In an earlier lawsuit against FEMA, a federal judge ordered the agency to reassess
approximately 5000 cases of rental assistance that had been terminated. As a result of the
reassessment, FEMA found that 25% of the households had been wrongfully terminated,
and had their benefits reinstated. Applying the 25% error rate to the combined program
participants of May 2006, approximately 307,000 households, perhaps as many 77,000
more households continue to be eligible for and in need of FEMA housing assistance than
are currently receiving it. Thus, minimally 55,000 FEMA assisted households and
potentially as many as 132,000 total households remain displaced.

This guesswork points to the pressing need for a GAO study of all households that
received Federal disaster assistance for rental housing to determine how many
households had their assistance wrongfully or erroneously terminated. S. 1668 would
require that such a study be completed by January of 2008. Once we have a clear idea of
how many households were wrongfully denied continuing assistance, we can work
towards allocating the resources needed to assist them.

Temporary Housing

Shortly after Hurricane Katrina struck, FEMA purchased 102,000 travel trailers at a cost
of $2.6 billion. According to the Sierra Club, residents of the trailers soon thereafter
began complaining of health problems including irritated eyes, breathing difficulties,
headaches, nausea and rashes.

It was discovered that the trailers were off-gassing dangerously high levels of
formaldehyde, a chemical that has been linked to cancer and other serious health
problems. It was not until the House Committee on Government Reform and Oversight
held hearings this summer examining the issue that FEMA began to take responsibility
for these toxic trailers. FEMA has recently suspended the new deployment and sales of
trailers until it addresses health concerns, and offered to help residents identify other
housing options. Most recently FEMA announced a program allowing families who wish
to move out of their trailers to have FEMA pay the cost of staying in a hotel or motel
room until adequate rental housing can be identified.

S.1668 contains an important provision codifying the Administration’s most recent shift
in its housing program, transferring households receiving rental assistance from FEMA to
the HUD-administered Disaster Housing Assistance Program (DHAP). Advocates have
long pressed for HUD, the agency with the expertise and infrastructure to administer
housing programs, to be the administering agency for rental assistance after disasters,



53

S. 1668 would also allow for income eligible households living in travel trailers to choose
to instead receive federally funded rental assistance until the program ends in 2008,
providing a much-needed alternative to living in travel trailers or motels.

Rebuilding Concerns

The major federal resource for the repair or replacement of rental housing destroyed or
damaged by Katrina was an increased allocation of the Low Income Housing Tax Credits
(LIHTC). Tax credit properties must have rents set to be affordable for people with
incomes at 50% or 60% of the area median. The initial estimate of units the tax credits
would produce throughout the Gulf Coast was 54,000 units of rental housing. It is now
clear that the tax credits will likely produce as few as 25,000 units in Mississippi and
Louisiana because the costs of construction and operation of housing, most notably
insurance rates, have skyrocketed.

Section 8 project based vouchers are needed to be the operating subsidy for LIHTC units
— they are the best method for filling the gap between the operating costs of a rental unit
and what a tenant can afford. S. 1668 would authorize 5,500 Section 8 project-based
vouchers for the Gulf Coast. Many more such vouchers will be necessary to replace the
housing that was lost — we estimate 25,000 — but the vouchers provided for in S. 1668
represent a significant step towards ensuring that displaced low income households have
an affordable home to which they can return.

Of the $16.7 billion that Congress appropriated in disaster CDBG funds, only $1 billion
was designated to repair or replace the affordable rental housing stock, including public
and assisted housing. Further, Congress granted the states unusual flexibility in who can
be served by their CDBG funded programs. Instead of the standard CDBG requirement
that 70% of the funds benefit people with low incomes (at or below 80% of the area
median), Congress required only that 50% of the funds serve this income gap.
Additionally, HUD was given the authority to waive even the 50% threshold for
compelling need.

Mississippi

Almost 92% of the $5.4 billion Mississippi CDBG allocation has now received waivers
from this requirement. Additionally, the recovery allocations that Mississippi has
dedicated towards housing recovery have been disproportionately skewed towards
homeowners and away from rental repair programs.

As in other Gulf States, low income renters have fared the worst in the state’s recovery
plan. Although 13,800 small rental units and 10,000 market rate rental units affordable to
low and moderate income families were damaged or destroyed, Mississippi created a
program with its CDBG dollars to repair or replace only 5000 rental units, targeted to
households with 80-120% area median income. Of the $5.4 billion received, Mississippi
has directed only $105 million towards housing for very low and extremely low income
households, in the form of repairing damaged public housing.
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Despite these dire housing needs remaining on the Mississippi coast, Governor Haley
Barbour on September 7 proposed a plan to divert $600 million of housing recovery
funds to expand the Port of Gulfport. Residents, community leaders and organizations in
Mississippi are mobilizing against this proposal, given the tens of thousands of
Mississippians that are still displaced, including over 17,000 households still in FEMA
trailers in Mississippi alone.

This offers a clear illustration of why the Federal government must conduct careful
oversight of the use of the CDBG funds allocated for Gulf Coast recovery, in order to
ensure that the housing needs of low income people are being met before much-needed
funds are diverted to other projects. S.1668 would require that such reports be made by
the States quarterly, and be made public.

Louisiana

The State of Louisiana estimates that 82,000 rental homes in the state sustained severe or
major damage. According to a recent report by PolicyLink, 85% of federal funds
appropriated to repair housing are going to homeowners. Despite the fact that 40% of the
damaged homes were rental units, 15% of the funds are dedicated to repairing such
housing.

Many of the rental units scheduled to be redeveloped are using the LIHTC and CDBG
funding. The process of rebuilding affordable rental has been extremely difficult though,
because Louisiana municipalities have sought to limit the construction of affordable
housing. Anti-affordable housing efforts have slowed and in some instances stopped the
development process.

One example occurred in Jefferson Parish where the Parish engaged in discriminatory
zoning efforts that made it impossible for the Volunteers of America to build an
apartment complex for low income elderly and disabled New Orleanians, most of whom
were African-American, to replace a complex lost in the storm. The Parish passed a
resolution expressly requesting that no LIHTC developments be constructed on the west-
bank of Jefferson Parish. It later engaged in a land-use study at the site of the proposed
development, timed to kill the project. The project is now dead and the elderly residents
are unable to return home.

In similar fashion, a city council person and state Senator for New Orleans East have
sought to prohibit the construction of any multi-family housing in their districts.

The combination of the state appropriating such a small amount of money for rebuilding
affordable rental housing and localities working to limit such housing has stymied the
ability of many low-income residents to return.

S. 1668’s provision of additional rental vouchers and one for one replacement of
damaged or destroyed public housing units will go a long way towards helping to provide
desperately needed affordable housing to Louisianans. It is important to note however
that more help is needed. 1 would further urge the Senate to encourage municipalities to
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welcome affordable housing efforts. Municipalities should be reminded that federal law
requires municipalities who receive CDBG funds to affirmatively further fair housing. A
failure to do so can result in municipalities losing their CDBG allocation.

Alabama

Of the $11.5 billion in Disaster CDBG appropriated to the Gulf Coast in 2005, Alabama
received just under $100 million. Only 20% of this has been allocated to housing
redevelopment. Over 25 months after the storm, the money has not yet been released.

In Mobile County, over 11,000 single-family homes and 10,000 rental units were
damaged or destroyed. Housing advocates and experts estimate that repair costs for these
losses equals $370 million. All of Mobile County has thus far secured only $8.4 million
for housing rehabilitation. It is estimated that this amount will leave up to 90% of its
Katrina victims without assistance.

Texas
Texas is home to the largest population of hurricane survivors outside of Louisiana,
where half of the households still receiving federal disaster rent assistance are located.

As of June 2007, 107,000 hurricane survivors are still living in Houston. Of those, 12,025
families in the Greater Houston area continue to receive assistance from FEMA.
Approximately 2200 families are receiving housing assistance from HUD through the
Houston Housing Authority or the Harris County Housing Authority.

Most of the remaining evacuees have extremely low incomes. However, 80% -
approximately 44,000 families - are no longer receiving housing assistance.

All of the Gulf Coast states affected by Hurricanes Katrina and Rita will benefit from the
additional vouchers authorized in S.1668 and the funds reimbursing cities and states for
local dollars used to meet the housing needs of evacuees. Still more resources, beyond
what is authorized in the bill, will need to be directed to these states if they are to achieve
full recovery.

Public Housing

Public housing in New Orleans remains a divisive and critical issue. Because of recent
developments, the tenant protection provisions included in S. 1668 are more important
now than ever.

You will recall that HUD issued a press release in June 2006, announcing their intent to
demolish four large public housing complexes in New Orleans. Not surprisingly, tenants
and others in the city mobilized against this plan. The mobilization grew and hardened,
despite the fact that the developers of one planned site committed to many of the
protections that tenants were advocating for — most importantly a right to return for all
previous residents in good standing, and a one for one replacement of all units affordable
to low income people.
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The most unfortunate result of the deeply adversarial relationship that developed between
people on the ground and HUD is the lack of attention to the other damaged public
housing developments, for which no commitments to tenant protections during
redevelopment exist. At the same time, redevelopment that would have ensured such
protections and allowed tenants to return to New Orleans was halted.

A long and protracted lawsuit, Anderson V. HUD, ensued, as both sides dug deeper into
their positions, and negotiations with advocates, lawyers and even members of Congress
were fruitless.

The National Low Income Housing Coalition and many of its national and local partners
developed a set of principles to guide redevelopment of public and assisted housing in the
affected areas. We are very pleased to see that much of the principles is reflected in
S.1668. The two most important are that each unit of public or assisted housing that is
demolished must be replaced with a unit of housing that is affordable to a family of
similar economic status to the one who lived there before. The new units can be
anywhere in the region and should be in developments that are economically integrated.
The second is the right to return for all residents who were in good standing at the time of
evacuation.

Last week, the judge in the Anderson case ruled against almost every substantive claim
made by the plaintiffs. While attorneys are working on appeals to this ruling, it means
that redevelopment can begin not only at the site where tenant protections are assured,
but also that HUD can allow for demolitions to occur at other developments, without any
guaranteed tenant protections.

The protections offered to public housing tenants in S.1668 are essential to ensure that
the rebuilding and repair of New Orleans public housing does not result in yet another
displacement of the city’s poorest citizens. These protections must be enacted with all
due speed.

Fair Housing

S. 1668 proposes significant funding exclusively for enforcement and outreach activity
by mostly private fair housing organizations located in the Gulf Coast Region. This is
particularly important because private fair housing organizations are some of the most
important advocates for equal opportunity in the Gulf Coast rebuilding process.

The Greater New Orleans Fair Housing Action Center (GNOFHAC) audited the New
Orleans metro area rental market for housing discrimination based on race and found
discrimination against African-Americans in 57.5% of transactions. The agency
partnered with the National Fair Housing Alliance in 2005 in a report titled, “No Home
for the Holidays,” and found that black evacuees seeking housing encountered housing
discrimination in 66% of their attempts to locate housing.



57

In one investigation by GNOFHAC, the agency uncovered discriminatory housing
advertisements on the internet. The ads contained phrases like: “ I would love to house a
single mom with one child, not racist but white only,” and “not to sound racist...to make
things more understandable for our younger child, we would like to house white
children.”

The Greater New Orleans Fair Housing Action Center, the Gulf Coast Fair Housing
Center in Mississippi, the Greater Houston Fair Housing Center in Texas and the Mobile
Fair Housing Center in Alabama have consistently been on the forefront of the fight
against housing discrimination using the Nation’s fair housing laws to cause equitable
rebuilding in the region. The groups have fielded hundreds of complaints of housing
discrimination by housing providers. The major limitation in tackling these issues has
been financial resources. Funding authorized in S. 1668 will allow these groups to better
shoulder the burden of combating housing discrimination,

FHA Insurance Provisions

Relief of some strict FHA credit and insurance requirements through S. 1668’s will be
extremely helpful for Gulf Coast homeowners. The National Fair Housing Alliance,
working with the Greater New Orleans Fair Housing Action Center, the Gulf Coast Fair
Housing Center in Mississippi, the Greater Houston Fair Housing Center in Texas and the
Mobile Fair Housing Center in Alabama has managed the Hurricane Relief Program
designed to assist homeowners in dealing with lending and insurance issues in the post-
Katrina environment. Through the program we have seen hundreds of homeowners
suffering and unable to negotiate complex lending and insurance regulations. S. 1668
will be a tool in helping to preserve the homeowner status of many of our clients.

Additional Recommendations

Although S.1668 represents a big step towards ensuring that rebuilding is done more
equitably, and that displaced households can retain needed housing assistance, it cannot
ensure that all of the damaged affordable housing on the Gulf Coast is rebuilt. Substantial
additional funds, targeted towards the lowest income households, are needed.

To date, no federal resources have been dedicated to rental housing for people with
incomes below 30% of the area median. This is precisely the population who would be
assisted with housing built or repaired with the Affordable Housing Fund in H.R. 1427,
the Federal Housing Reform Act of 2007. The House passed H.R. 1427 on May 22. For
the first year the fund will be directed to Louisiana and Mississippi to replenish their low
income housing supply.

We urge the Senate to enact GSE regulatory reform legislation that includes an
Affordable Housing Fund to support the production and preservation of rental housing
affordable to extremely low income families and direct the resources to states where the
housing supply has been affected by the Gulf Coast hurricanes for the first year.
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Thank you for the invitation to come before you today and for your consideration of my
remarks. I look forward to answering your questions.
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‘Written Testimony of Mr. Alan Brown, COO Mississippi Methodist Senior Services
Hearing Before the Senate Banking Committee
“Two Years After the Storm: Housing Needs in the Gulf Coast”
September 25, 2007 at 9:30 AM

Introduction
Chairman Dodd, Ranking Member Shelby and members of the Committee, 1 want to thank you
for the opportunity to testify today. 1am Alan Brown, the Vice President of Operations and
Chief Operating Officer of Mississippi Methodist Senior Services (MMSS). Mississippi
Methodist Senior Services has 11 campuses across the state of Mississippi and we serve 1,800
seniors on a daily basis. Our organization was one of the first in Mississippi to provide HUD

housing for seniors and have been for 40 years. Currently, seven of our campuses have HUD

subsidized housing communities, serving very low-income seniors.

Our organization is a member of the American Association of Homes and Services for the Aging
(AAHSA), a 5,700 member association representing not-for-profit providers throughout the
continuum of senior care: adult day services, home health, community services, senior housing,
assisted living residences, confinuing care retirement communities, and nursing homes. AAHSA
members serve as many as two million people every day through mission-driven, not-for-profit
organizations dedicated to providing the services people need, when they need them, in the place

they call home.

American Association of Homes and Services for the Aging
2518 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242



60

@\

aahsa

creating the future of aping services

Demographics and Need of Seniors in the Gulf

A Congressional Research Service report from November 2005 found that the "the aged may
have been especially affected by Katrina” and estimated that 88,000 persons age 65 or older were
displaced by the storm and of those, 45,000 were 75 and older. Almost 15% of all displaced ..
seniors had incomes below the poverty line. Approximately 48% of the displaced seniors
reported having at least one disability, and 26 % reported two or more types of disabilities,

including those that require an array of supportive and health services.

An estimated 70% of seniors throughout the Gulf owned their own homes and most had lived in
their homes for 20 or more years. Among the elderly renters that were living in unsubsidized
housing, 55% had lived in their rental properties over 20 years. According to HUD there are
1,054 assisted properties, over 47,000 units, in the areas affected by the hurricanes. Of the
assisted properties, 228 are Section 202 elderly housing communities with almost 11,000 units.
Among those, one hundred properties, with 12,559 units suffered severe damage. Seniors need
these affordable, supportive housing communities to be restored and functional before they can

return to the Gulf.

Mississippi Methodist Senior Services® Experience

On August 29, 2005, five of our campuses were damaged by Hurricane Katrina. Our Seashore
Retirement Community campus in Biloxi, MS received the most damage. Seashore was located
on Beach Blvd. (Hwy 90) and consisted of 124 market rate apartments, 42 assisted living units

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242
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and a 65 unit HUD 202 project with project based Section 8 rental subsidies. All of the buildings
had substantial damage but none more so than the HUD building, Gulf Oaks Manor. In addition
to significant wind damage, Gulf Oaks had 2 feet of gulf water on the first floor. Fifty-five of
our residents refused to leave the campus and rode out the storm with the campus Executive
Director who refused to leave them. We were able to evacuate them on August 31, 2005 and

provided housing on our other campuses in North Mississippi.

MMSS had what we considered to be good, comprehensive insurance coverage, including flood
coverage. We immediately began the process of restoring the campus. We deployed resources
from across the state and within three weeks had a complete damage assessment of the property.
We were able to restore the market rate buildings and assisted living units by mid October. Little

did we know that our challenges with our HUD 202 project were just beginning.

Inspections of the HUD building revealed that there was water damage on the upper floors in
addition to the flood damage on the first floor. The heat and humidity following the hurricane
coupled with days of no utilities and air flow had created a major mold problem. After weeks of
inspections and professional opinions, our insurance carrier determined that the damage on the
upper floors was pre-existing, not related to the hurricane and would not be a covered loss. Our
insurance coverage would only cover the repairs to the first floor. MMSS was left with an
uninhabitable building and a $1 million dollar gap between what the insurance covered and what
it would take to repair the building. In our initial conversations with HUD representatives about
how we could solve this problem, we were told that:

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | ashsa.org | 202.783.2242
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e HUD would not loan MMSS the money to cover the insurance gap
¢ MMSS would not be permitted to borrow money from any other source
¢ HUD would not forgive any of the debt in our original Section 202 loan
* HUD would not allow MMSS to prepay the mortgage
In spite of these restrictions, HUD informed us that they did not want to lose the assisted housing
units. The Department recommended that MMSS find a buyer for the damaged property and

stated that any new buyer must continue the property as a 202 project.

In addition, to our discussions with HUD to save the property, MMSS researched additional
resources to meet the funding gap to repair the property. Our FEMA request for help was denied
because we were classified as a “non-essential service.” With that status, we were advised to
seek a Small Business Administration loan, an option that was not available to us because of our

HUD financing. Essentially, we had no options.

Eventually, we contacted the American Association of Homes and Services for the Aging
(AAHSA) and asked for help. AAHSA immediately contacted senior HUD officials who made
us aware of a provision in the FY2006 appropriations legislation, Section 318, which allowed for
the relocation of project based Section 8 contracts from non-viable, obsolete HUD projects that
had been damaged to new buildings. It seemed to us that the provision was tailor made for our
situation and many other hurricane damaged properties. In March 2006, I met with Hank
Williams, Deputy Assistant Secretary for Multifamily Housing and he encouraged us to apply for

a Section 318 transfer.

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 200081520 | aahsa.org | 202.783.2242
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On March 31, 2006, we notified our Mississippi HUD office that we would be requesting a
Section 318 transfer of the project-based Section 8 contract and provided our initial responses to
the Section 318 requirements. About this time, we received an unsolicited offer from a local
developer to purchase the entire campus. We accepted, contingent upon our being able to obtain
a relocation or release for the property from HUD. We believed it was in the best interest of our
residents to build a new campus further inland that would not be affected by future hurricanes.
This offer would also give us the opportunity to rebuild the HUD building in a safer location at
no additional cost to HUD. We planned to have a new campus with a new HUD building and we
could restore 65 subsidized apartments for seniors on the Gulf Coast which had been in existence

since 1984.

On July 5, 2006, we submitted our formal Section 318 request to HUD headquarters, outlining
our plan and asked HUD for dialogue on how we could make this happen. Weeks passed and we
heard nothing from HUD. On August 8, 2006, we once again contacted AAHSA staff and asked
for their help. On August 17, 2006 AAHSA had a series of conversations with a senior HUD
staff member who assured them they were going to make this happen. On August 29, 2006, after
no contact from HUD, we contacted Senator Thad Cochran’s office and asked for help. Our
business interruption insurance coverage was ending and financially we were fading fast. We
needed to complete this process to save the HUD project as well as the entire campus. Senator
Cochran’s staff responded immediately and HUD assured them that we were a priority. Weeks
passed with no response from HUD. At times when MMSS would request an update from HUD,

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242
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we were told that they were not sure what desk it was on. On one occasion we were told they
were waiting because we did not send a hard copy of our paperwork and they only had an
electronic copy. We had submitted a hard copy and it was electronically elevated by HUD staff
according to their own protocol. Senator Cochran’s staff intervened again in mid-September.

They were assured our application was in process.

On October 2, 2007, more than six months after our notification of intent to pursue a Section 318
project based Section 8 transfer and almost three months after our formal request was submitted
to HUD headquarters, we received a letter form HUD notifying us that our Section 318 request
had been denied. Ihave attached correspondence outlining things that would have to be done for
the request to be reconsidered. The iterns had not been communicated to us previously and were
either economically infeasible or incapable of being completed for many months. At this point
our request had been denied, our insurance coverage was exhausted and we were in jeopardy of

losing the sale of the entire property.

Throughout this process the Jackson, Mississippi HUD office was very helpful.. Thanks to that
office we leamed that our contract, a pre-1984 HUD 202 contract, could actually be pre-paid
with 30 days notice and without HUD approval. After much consideration, we feit this was our
only option to continue providing senior housing on the Gulf Coast. However, we wanted to
make one last effort to save the 65 Section 8 rent subsidies and transfer them to a new building.
We notified HUD of our intent to pay-off the 202 mortgage and they gave us the process to
follow, including the notification letter that we needed to send former residents to notify them of

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242
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the sale. In numerous phone conversations with HUD officials in Washington, D.C., we
repeatedly asked for permission to transfer the Section 8 rental subsidies to a new building so we
could preserve those subsidies and continue serving low-income residents at the new property.
HUD informed us that it had never been done before and despite having the legal authority, they
would have to get a legal opinion and call us back. The next day they called back and told us the
Section 8 subsidies could be moved and they would let us know the process. We were ecstatic
that this would allow us to restore the low income units on the Gulf Coast and most importantly,

offer our previous residents a chance to return to MMSS on the new campus.

As we got closer to closing on the sale, HUD notified us that the letter used to notify residents of
the property sale did not use the correct language. We reminded HUD that we had used the exact
letter that they had provided. Just before closing, we inquired again about the process for
moving the Section 8 subsidies to a new building as HUD had said we could do. We were told
that HUD never agreed to that and that the subsidies had to stay with the damaged building. In
the end, despite their insistence that HUD was committed to preserving units and having the
authority to transfer the contract to a new, safer building, HUD essentially forced USSM to give
up project based Section 8 contract to complete the sale of the campus, More disturbing, HUD
had done what the hurricane had not even been able to do, permanent!ly displace those residents

that rode out the storm in their homes.

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242
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The Impact of S. 1668, the “Gulf Coast Recovery Act of 20077

The “Gulf Coast Housing Recovery Act of 2007”, S.1688, is an important step in rebuilding the
Gulf for low income seniors. There are several provisions within this legislation that would
benefit seniors and the not-for-profit housing providers that serve them. This bill will provide
much needed direction to HUD on the transfer of existing contracts and more supportive housing
options for seniors. Seniors rely disproportionately on federally assisted housing. The state of
HUD programming and funding are essential to addressing their needs and to prevent premature
institutionalization. Seniors make up one half of the Section 8 voucher holders, one third of
public housing residents and there are over 300,000 seniors living in Section 202 supportive
elderly housing lhrouéhout the country. Under S.1668 the existing federal housing programs
will be strengthened and housing options for the Gulf’s displaced senior population will

increased.

Transfer Authority for Project Based Section 8 Contracts

First and foremost, based on our experience, I strongly encourage this committee, and
Congress to approve Section 306, to make sure that HUD is not able to allow the loss of
another project based Section 8 contract. While it may not seem necessary to require
HUD preserve affordable housing, it is clear that despite having the existing authority to

transfer existing project based Section 8 contracts to new sites, they are unable to do so.

Under this provision, Congress can promote flexibility in transfers by permitting
contracts to be divided between new buildings, and making it clear that contracts do not

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | ashsa.org | 202.783.2242
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need to be transferred to buildings that are identical to the old buildings, an all but
impossible task. In addition this provision tolls the expiration dates of contracts on

damaged properties and imposes a deadline for HUD to authorize the requested transfers.

While I have provided you with one example of how difficult it is to try to work with the
Department on project based Section 8 contract transfers, I assure you that MMSS is not
alone. Providers throughout the Gulf Coast have had similarly difficult times getting
their properties rebuilt and re-housing their residents, Mississippi Methodist and others
are committed to rebuild our communities, maintaining our missions and maximizing
efficiency by using existing assistance contracts to assist seniors in new buildings where

the original building is destroyed. But we need Congress’ and HUD’s help.

Waiver of Limitation on Project Basing Section 8 Vouchers

Under Section 305 of this legislation, the existing limit on the authority of public housing
agencies (PHAS), to increase the number of Section 8 vouchers committed to specific
projects that serve the elderly or disabled is waived. This would provide another resource
to housing providers that have lost project based Section 8 properties and been unable to
successfully transfer assistance contracts them to new buildings. MMSS strongly

supports this provision.

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242
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Creation of New Project Based Vouchers for Supportive Housing

Under Section 304 of this bill, 4,500 new vouchers would be made available for project-
based rental assistance for supportive housing in the Gulf area. This would help
organizations such as ours serve those displaced seniors still struggling to find adequate,
affordable, supportive housing. It would also provide MMSS an option for recovering
those units that were lost due to HUD’s refusal to transfer our existing contract. In
addition, the authorization for 1,000 additional Shelter Plus Care units, under the
McKinney-Vento Homeless Assistance Act will help serve those low-income frail
seniors, to include those that lost their homes in the disaster. Many of these seniors were
left homeless, without the resources or ability to rebuild their homes. I encourage you to

support this important provision.

GAO Report and Replacement of Erroneously Lost Project Based Section 8 Contracts
1 realize that Congress often requests studies to inform their decision making. 1 also
realize that many times these studies can end up on a back shelf somewhere with little
value in shaping meaningful, useful policy. I strongly encourage you to request from
GAO a study of erroneously terminated federal assistance, outlined in Section 307, to
include any and all project based assistance lost in the Gulf. This committee’s
responsibility for oversight and housing policy must identify any departmental errorg
made during hurricanes Katrina and Rita. Our federal agencies and programs must
operate efficiently before the next disaster strikes, whether it’s a hurricane in the Gulf, a
tornado in the Midwest, a flood in the East or an earthquake on the West Coast, Our

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242
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residents and assisted housing providers will certainly fall victim to the same
impenetrable barriers of confusing procedures, unclear goals and ineffective policies.
Furthermore, I urge you to hold a hearing next year on the results of this study and restore

those project-based contracts found to be wrongfully terminated.

Conclusion

The Section 318 transfer provision seemed perfect for addressing the plight of hurricane
damaged properties. Legislation to restore these units became hopelessly entangled in HUD
rules and regulations and no one seemed to have the authority to overcome the bureaucracy to
meet the needs of our seniors in real time. Still, despite the best intentions of local officials and
our Congressional delegation, low income senior housing units have been forever lost on the
Mississippi Guif Coast. S. 1668 offers us a chance to stream line the process in order that senior
housing can be restored and I am certain that we would have succeeded in our efforts had the

transfer requirements laid out in Section 306 been in place.

Meississippi Methodist Senior Services is committed to continuing our 40-year old mission of
providing housing to seniors regardless of their financial resources. We are disheartened those
65 low income apartments have been lost in our community, that the Gulf Oaks residents have
permanently lost their homes and that the 20 seniors that were on the waitlist for that building
will never have the option to move into that community. MMSS is committed to restoring these
units through private funding sources if possible but that remains a long term endeavor. We
appreciate that the Jackson, Mississippi HUD office understood the plight of our residents and

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org | 202.783.2242



70

@

aahsa

creating the future of aging services

did everything within their power to help them and make the preservation of the community
happen. Once again, on behalf of Mississippi Methodist Senior Services, our communities and
the residents we serve, I thank you for the opportunity to provide testimony on this critical
problem. The restoration of housing in the Gulf area must be a comprehensive solution,

excluding no one and returning as many seniors as possible to safe, decent, supportive housing,

American Association of Homes and Services for the Aging
2519 Connecticut Avenue, NW Washington, DC 20008-1520 | ashsa.org | 202.783.2242
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September 28, 2006
Mr. John P. Nail

Vice President for Finance

Mississippi Methodist Senior Services, Inc.
109 South Broadway

P.0O. Box 1567

Tupelo, MS 38802

RE: Transfer of HAP Contract request
Gulf Oaks Methodist Manor, Inc.
" Biloxi, Mississippi
Section 8 Project Number: MS26T811015
Section 202 Project Number: 065-EH068

Dear Mr, Nail:

This'is in follow-up'to your request on behalf of ‘Gulf ‘Oaks Methodist Manor
(Owner) to transfer the reféréticed project-based: Section 8 Housing Assistance ™
Payments (HAP) Contract from the property located on Beach Boulevard (Project) to
another property 16cated approximately 13 miles from the current project located in
Biloxi, Mississippi. o ' g

The Department has reviewed your request and supporting documentation in
accordance with Section 318 of the HUD 2006 Appropriations Act and other applicable
HUD requirements and cannot approve the request at this time. However the
Department understands the need to move this Project to another location due to its
proximity to the coast for the safety of the residents and would like to continue to work
with the Qwner to address the Section 318 criteria in a satisfactory manner. Please find
below the Department’s comments on the transaction and for each requirement under
Section 318:

In regard to the prepayment of the Section 202 loan, the Owner will be required
to request and obtain approval in accordance with all of the Department’s
statutes, regulations, policies and procedures regarding a prepayment of a
Section 202'lodn.

“The Owner will also' be réquired to eonttibute all insirance proéesds and sales
proceeds (after the payoff of the' Section 202 loan) to'thé benefit 6fthe new -
project and its residents. ‘

F . ) 1
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It is our understanding that the new project will be owned by a limited
partnership of which the Owner will be a general partner to utilize the

Low Income Housing Tax Credits to fund the development. An assignment of
the existing project-based Section 8 HAP contract to the new ownership entity
should be requested in accordance with all of the Department’s statutes,
regulations, policies and procedures regarding such approval of an assignment
of the contract. :

The Owner must continue to renew the Section § HAP contract while the new
project is being built. The payments under this contract are suspended and no
increases in rent will be permissible during this interim period.

The Department will require that a “right to return” policy be given to all the
Project’s existing residents at the time of the hurricane to relocate to the new
project. Please note that if the existing Project is going to be demolished, any
resident that is not willing to move to the new project will be eligible for
Uniform Relocation Assistance and Real Property Acquisition for Federal and
Federally Assisted Programs (URA) consideration. The Owner must show how
it intends to provide for those residents within the URA criteria. This must be
outlined and a budget with sources and uses of funds needs to be included
within the application when submitted to the field office. Further, no vouchers
can be made available for residents under this action, so the Owner must make
every effort to show how it intends to provide for housing for all residents under
their application.

Prior to any final approval of the proposal in the future, the HUD Jackson
Office shall perform the Environmental review on the project pursuant to 24
CFR Part 50, including, as applicable, NEPA and the other Federal Laws and
Authorities cited at 24 CFR50.4.

the number of low-income and very low-income units and the net dollar amount
of Federal Assistance provided by the transferring project shall remain the
same in the receiving project

The proposal indicates that there will be the same number of units but does not
indicate whether the number of low-income and very iow-income units in the
new building will remain the same as in the existing Project. The Owner must
agree that the number of low-income and very low-income that currently exists
at the Project will be the same at the new project. An operating

pro-forma must be submitted for the new project to make that determination.

The Department assumes if the Low Income Housing Tax Credits are utilized
that the Owner would want an increase in the Section 8 rents to the new tax
credit limits for the new project. Please note that based on the documentation
submitted, there would appearto be a decreased net amount of Federal
assistance if the Section 202 loan is paid off which could potentially provide the
ability to increase the Section 8 rents on the receiving project if needed.

2
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ability to increase the Section 8 rents on the receiving project if needed.
However, any such increase would have to be in accordance with all of the
Department’s statutes, regulations, policies and procedures regarding such an
increase. To the extent that the new project can use the existing statutes,
regulations, policies and procedures to increase the Section 8 rents and the net
dollar amount of Federal assistance from the existing Project remains the same,
the rents can be increased. However, we do not believe that there is a statutory
program that would allow the Section 8 rents at the receiving project to be
increased up to the tax credit rents.

the transferring project shall, as determined by the Secretary, be either
physically obsolete or economically non-viable

The Department cannot make the determination that the Project is economically
unviable at this time as there has been no settlement on the insurance proceeds.
Upon receipt of the insurance proceeds settlement, the Department is willing to
review a financial analysis and supporting documentation prepared by the
Owner to determine whether or not the Project is economically non-viable. As
an alternative, the Department would suggest that the Owner also look at the
physically obsolete criterion and ascertain whether the Project can meet that
test.

3} the receiving project shall meet or exceed applicable physical standards

4

established by the Secretary

As the final architectural plans have not been submitted, the Department cannot
make this determination at this time. Prior to any final approval of the proposal
in the future, the HUD Jackson Office will be required to review the plans to
ensure that the proposed building would meet the Department’s FHA minimum
property standards for new construction and Uniform Physical Standards as well
as all current accessibility standards before a final determination can be made.

the owner or mortgagor of the transferring project shall notify and consult with
the tenants residing in the transferring project and provide a certification of
approval by all appropriate local government officials

Please be advised that prior to any approval of the transfer by the Department,
the Owner must show that it has given written notification by regular and
certified mail to all residents at their last known address of the proposed HAP
contract transfer. The notification must provide a comment period for the
residents. In addition, since a resident meeting is not feasible, the Owner must
also advertise the written notification in the local newspaper and request
comments. The owner must submit to the Department a copy of the newspaper
notification and copies of all written resident responses.

Also, the Owner did not provide any certifications of approval from local
government entities in the proposal. A certification of approval from the Mayor
or Mayor's office is deemed the "appropriate local government” and appropriate

3
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zoning approvals also must be submitted as part of the supporting
documentation for the request.

the tenants of the transferring project who remain eligible for assistance to be
provided by the receiving project shall not be required to vacate their units in the
transferring project until the new units in the receiving project are available for
occupancy

As all the residents are currently relocated and the Project is uninhabitable, the
residents of the Project who remain eligible for assistance at the new project are
unable to relocate back to the project prior to the new project being constructed.
However, the Department will require that “right to return” policy be given to all
the Project’s existing residents to relocate to the new project. In the event a
resident decides not move to the new project, the limited partnership will be
required to meet all provisions of the Uniform Relocation Act for permanent
relocation of that resident. The Department will not provide a Section § voucher
to the resident.

the Secretary determines that this transfer is in the best interest of the residents

The Department cannot make this determination at this time. In order to make the
determination, in part, the Department will need to review the documentation that
has been requested in item #4 above. However, please note that the Department
has concerns regarding the moving of the Section 8 HAP contract and Use
Agreement to a site 13 miles from the Project. The Owner will be required to
submit the proposed plans for the new Seashore Retirement Community to ensure
that the supportive services (transportation, shopping, medical) and amenities that
were available at the current Project are at a minimum the same or better at the
new project.

if either the transferring project or the receiving project meets the condition
specified in subsection (c)(2)(4), any lien on the receiving project resulting from
additional financing obtained by the owner shall be subordinate to any FHA-
insured mortgage lien transferred to, or placed on, such project by the Secretary

1t is our understanding that the Section 202 mortgage will be paid off and that the
limited partnership will not be seeking FHA insurance for the new building.
Therefore, there will be no FHA-insured mortgage transferred to, or placed on,
such project by the Secretary.

if the transferring project meets the requirements of subsection (c)(2)(E), the
owner or mortgagor of the receiving project shall execute and record either a
continuation of the existing use agreement for the project where, in either case,
any use restrictions in such agreement are of no lesser duration than the existing
use restrictions ‘

Based on the Section 202 prepayment requirements, there will no Use
Agreement as a result of the prepayment. However the Department will require

4
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as a condition of any approval of this transaction in the future that a Use
Agreement for 30 years be executed and recorded by the Limited Partnership on
the new project.

9) any financial risk to the FHA General and Special Risk Insurance Fund, as .
determined by the Secretary, will be reduced as a result of a transfer completed
under this section

Since there is no FHA mortgage, there is no financial risk to the FHA General
and Special Risk Insurance Fund as a result of a transfer completed under
Section 318.

10) the Secretary determines that Federal liability with regard to this project will
not be increased.

In regards to the Section 202 mortgage liability, the Section 202 mortgage is
being paid off; therefore, the Federal liability with this project will be reduced.
However, the request to increase the Section 8 HAP contract rents to current tax
credit levels would be considered an increase in Federal liability and would not
be permissible.

Please note if the Section 202 loan is not going to be paid off, the requirements will
change from what is stated above regarding some of the criteria. If that will be the
case, please advise the Department and we will provide those requirements. -

We appreciate the efforts of the Owner to provide affordable housing and look
forward to working with them for a successful outcome. As stated earlier, the
Department understands the need to move this Project to another location due to its
proximity to the coast for the safety of the residents and would like to continue to work
with the Owner to address the Section 318 criteria in a satisfactory manner.

Please submit the additional requested documentation that addresses the
comments and concerns mentioned above to my attention at the above letterhead
address. We also are willing to meet with you to further discuss the proposal and the
statutory requirements as well as we are willing to provide any additional assistance
that is necessary. Please feel free to contact me at (601) 965-5122, extension 2801.

Sincerely,

Paula B. Carruth
Director
Jackson Multifamily Program Center

Cc: Ferdinand Juluke
Janet Golrick



76

o
Providence

COMMUNITY HOUSING

Fostering healthy, diverse and vibrant communities in south Lovisiana

James R. Kelly
Chief Executive Officer
Providence Community Housing
Catholic Charities Archdiocese of New Orleans

Senate Committee on Banking, Housing and Urban Affairs Hearing
“Two Years After the Storm: Housing Needs in the Guif”
Washington, DC
September 25, 2007

I would like to thank Chairman Dodd, Ranking Member Shelby and the members of the
Senate Committee on Banking, Housing, and Urban Affairs for the opportunity to appear
before you. I am Jim Kelly, CEO of Catholic Charities and CEO of a new, independent
non-profit, Providence Community Housing.

Since 1727, faith based groups have been providing care to the poor of our city and our
nation — tracing their roots back to the Ursuline nuns and the 9™ ward of New Orleans. In
the past twenty-four months, Catholic Charities has delivered 120 million pounds of food
and water, provided counseling and information to more than a half million people, and
through our emergency centers distributed millions of dollars in direct assistance to
families in need.

Shortly afier the storm, a group of faith based non-profits came together to form
Providence Community Housing with the mission of bringing home 20,000 victims of
Katrina by repairing, rebuilding and/or developing 7,000 homes and apartments,

In partnership with Catholic Charities, and with assistance from 13,000 volunteers, we
have gutted and cleaned out more than 1,100 homes and 800 apartments. Now we are
assisting low-income seniors and people with disabilities to navigate a severely
underfunded Road Home Program. We are also helping to repair their homes — often
fronting the money — to those in most need.

Providence, in collaboration with other community development organizations such as
UJAMAA CDC, Tulane/Canal CDC, Reconcile New Orleans, Mary Queen of Vietnam
CDC and the recently formed Puentes CDC, is exploring any and all options to rebuild
our housing stock, our homes, and our communities for our families, friends and
neighbors. Just recently, Providence and UJAMAA finished renovating a flooded
apartment building and will soon welcome 43 displaced seniors back to their Treme
community.

Since the hurricanes, we have been attempting to refinance, repair and rebuild 901 HUD
Section 202 apartments for low-income seniors who desperately want to come home.
Complicating our efforts, however, are a 135 percent increase in construction costs, and a
tripling in the cost of insurance coverage. Another key factor is the requirement to

PROVIDENCE COMMUNITY HOUSING
1050 S. Jefferson Davis Pkwy, Suite 301 New Orleans, LA 70125 % Phone: (504) 821-7222 ¢ Fax: (504) 821-7213
http:/fwww.provid C ityhousing.org
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finance the original owner’s defaulted mortgage payments that date back to March 2006.
This requirement increases our costs of funding and limits our ability to maximize needed
repairs and critical services for this .vulnerable population. We appreciate that HUD is
attempting to assist us to work through these archaic and bureaucratic policies that just
don’t make sense when dealing with the largest resettlement of citizens in our country’s
history. As we spend an inordinate amount of time and effort working through these
policies, our senior citizens wait in trailers, or overpriced and overcrowded apartments,
wondering if they will ever get to return to their children and grandchildren.

Last summer, HUD asked Providence and Enterprise Community Partners to oversee the
redevelopment of the Lafitte public housing complex in the Treme neighborhood. From
the very beginning of our planning process we have worked closely with the residents’
council and former residents to plan a vibrant mixed-income community that is equitable,
affordable and sustainable. The comerstone of our rebuilding efforts began with the
following commitments: the absolute opportunity for all 865 families to return as soon as
possible; the one-for-one replacement of all 900 units on and around the site; and
critically needed resident participation in the homebuilding and community service
planning. In addition to the replacement of the 900 apartments, we plan to build 600 new
homes for working families.

We have successfully advocated for a phased redevelopment, meaning the repair of
temporary units for those who need to come home right now while also building new
homes and apartments on the remaining blocks of the site. We have also raised $2.5
million to help former residents — both here and in other states — and now offer
counseling, direct assistance, job placement and health care in New Orleans, Baton
Rouge and Houston. A successful community will also need good schools, healthcare,
Headstart, senior centers, playgrounds and parks, as well as literacy, job training and
women and minority small business development programs.

We pray each day for resolutions and laws that respect the dignity and the rights of the
flood victims of Katrina. We thank you for the Gulf Coast Housing Recovery Act of
2007, the sound legislation before us today. We are humbled and grateful that the
principles serving as the foundation of our Lafitte redevelopment plans are key
components of the public housing section, especially the replacement of affordable
housing and public housing units and/or vouchers for residents. These options provide a
sound menu of choices for returning residents as well as developers. I would like to ask
the Chairman to include for the record an editorial from the Washington Post on August
27" that lauds your legislation and the redevelopment plans for Lafitte.

To ensure the success of these new, vibrant mixed-income communities, please consider
increasing the number of project-based, on-site Section 8 vouchers and increasing
funding for soft second home mortgages available to residents. .

Louisiana faces a crisis of 200,000 severely damaged homes and apartments. We are
grateful that this legislation recognizes that this is the decisive time for the federal
government to assist not only our poor and vulnerable, but also our working and middle
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class families. In addition to improvements to public housing, the bill rightly addresses
the need for full funding of the Road Home program. This bill would provide 4,500
permarnent and supportive housing vouchers, extend disaster vouchers through June 2008
and promote new flexible redevelopment pilot programs, all of which is sorely needed.

We expect the rebuilding of New Orleans and other Gulf Coast communities will take ten
years. We sincerely appreciate all the resources Congress and the Administration have
provided to date, but this is only the beginning of our shared work. To meet our goal of
bringing home 20,000 hurricane victims, we will need additional Go Zone housing tax
credits for the Gulf Coast and additional funding for second mortgages to provide
homeownership opportunities for moderate-income and working class families. The
complexities associated with blending federal, state and local funding and related
regulations mean that we will need timeline extensions to use these resources.

With the passage of this legislation, our neighbors, our friends, and our families — who all
have suffered greatly — will be able to come home to the communities they so love.

Katrina has taught us that to be successful will take a spirit of humility and collaboration.
We pray for God’s grace and God’s speed in the passing of this legislation.

Please know of our prayers of gratitude to this Committee and its staff for all you have
done, and will do, for the good and brave people of Louisiana and the Gulf Coast.
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Testimony of Emelda Paul
President, Lafitte Resident Council
Resident of Lafitte

Senate Committee on Banking, Housing and Urban Affairs Hearing
“Two Years After the Storm: Housing Needs in the Gulf”
Washington, DC

September 25, 2007

Thank you for the opportunity to speak to you today. My name is Emelda Paul. I was a 30-year
resident of Lafitte and I am the president of the Lafitte Residents Council. I am here because I
want our people, our families to return home to New Orleans. I want to thank Congress for
creating this legislation which will improve our housing and make our community better. We
can’t wait any longer. The longer the situation drags out, the harder it will be to get people to
come home.

To make Lafitte a stronger community and better place to live I believe that there are several
commitments that must be made:

- Every resident should be able to come home.

- Every unit that was taken down should be replaced with a unit that would be affordable tc
the residents.

- Counseling should be available to those who need it.

- And most importantly, redevelopment groups should work with the residents like
Providence has with us from the very beginning.

- They have listened to our needs and asked questions like how many bedrooms do we
need? What kind of assistance or help do we need - do we need child care, job counseling
or supportive services?

When I see and hear some of these people who are fighting the redevelopment, I ask myself,
“Who the heck are these people and where were they when we really needed them?” They’re
saying we should save the buildings. They’re talking about bricks and mortar and we’re
talking about peoples’ lives. We’re the ones who have to live in there under these conditions. I
can’t say for sure how many, but I can say that there are a lot of people who think like me who
want something better than what they have now.

I’ve been back to see Lafitte and from what I've seen I don’t want to go back there anymore. 1
don’t want to live like that anymore. I'm living in the new Fischer senior village in New Orleans
now. It’s nice, clean, and safe. When I go from my apartment at Fischer to see my old
apartment at Lafitte it’s depressing.

When you get up close to the buildings you see that the ground is sinking. I had mold in my
bedroom way before Katrina and now I have mold growing up the walls on both sides. If people
are going to come back, I want to see them coming back to something decent, something healthy,
something safe. I took photos of the flooding and of what I saw from the window of my
apartment after Katrina.
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People are under a lot of stress and want to come home. They want to come home to a NEW
Lafitte with new apartments and new homes. They want something better for their families. So
why can’t we allow those who want to come home to come now and also take down and rebuild
part of the site in the meantime. While we’re sitting here bickering about what should be done,
the people are the ones who are suffering. Some of them are dying.

I think there are about 200-250 individuals and families who want to come back right now. And
probably 100-200 would want to come back in a couple of years because they’re happy with
where they’re living right now. They have a decent apartment, their kids are in school, they

have jobs, and medical care where they are. We have to give them something to come back to
that is better than before - something that includes an emphasis on the children like good schools,
safe places to play, and medical care.

I like the idea of phasing and I know that more and more people are excited about it. People can
come home in apartments temporarily and participate in the planning for the redevelopment. We
want new larger apartments for our children and our grandchildren where people can move
around.

People want to come home, but we can’t have people living in the same conditions they were
living in before Katrina. We need and want up to date kitchens and bathrooms. We’re tired of
the patch jobs on buildings from the 1940s. If we bring people back we want to make sure they
have a safe environment. We want a New Jerusalem. The time is now. We’ve got to bring our
residents home. And build something better here for our children and grandchildren.
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“Two Years After the Storm: Housing Needs in the Gulf Coast”
Congressional Testimony of
Amy Liu
Deputy Director, Metropolitan Policy Program
The Brookings Institution
Presented before
Senate Committee on Banking, Housing and Urban Affairs
United States Senate
September 25, 2007

Chaiman Dodd, Senator Landrieu, members of the Committee, I am pleased to appear

before you this morning and very much appreciate your invitation.

The purpose of my testimony today will be to provide an overview of the population,
housing and economic recovery of New Orleans and its larger region, based on the wide
array of data we at Brookings have been collecting since Hurricane Katrina hit the Gulf
Coast in 2005. The hope is that this overview will help provide the basic context for
current legislation to provide affordable housing in the region and any future legislation

aimed to accelerate the recovery of New Orleans and other Gulf Coast communities.

Overall, the good news is that, two years after Katrina and the levee collapse, greater
New Orleans has recovered the majority of its population and economic base. Yet, the
region-wide trends mask the lag in recovery of the two most hard-hit parishes, Orleans

and St. Bernard.

Although the population in New Orleans region continues to rebound, most of the growth

has been occurring in the outlying parishes. Furthermore, demographic shifts have been
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occurring, with fewer black residents in the city, a larger share of Hispanic students in the
outlying parishes and many former low-income and minority New Orleanians remaining

dispersed across the country in metropolitan areas like Houston, Dallas, and Atlanta.

Background

Since the fall of 20035, the Brookings Institution Metropolitan Policy Program has been
tracking the recovery trends in post-Katrina New Orleans and evaluating the federal, state

and local response to date,

The main resource we provided was a publication called The Katrina Index, which relied
on 40 indicators to track the population, housing, and economic recovery of the New
Orleans region. For two years, we issued The Katrina Index on a monthly basis to
members of the media, key decision makers, nonprofit and private sector groups, and
researchers. The /ndex served as an independent, fact-based, one-stop resource to
monitor and evaluate the progress of on-the-ground recovery in New Orleans, Louisiana

and some of Mississippi.

In 2007, The Katrina Index was renamed The New Orleans Index and is now a joint
collaboration between the Greater New Orleans Community Data Center and the
Brookings Institution in order to bring an even better, more tailored assessment of

recovery of the New Orleans region.
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The following overview derives from the new quarterly New Orleans Index and our
recent analysis of latest Census trends. These and other Katrina-related studies can be

found on the website at www brookings.eduw/metro/katrina.htm.

Overview of the Recovery Trends in New Orleans

1. Who is back in the ciry? Andwho has yet returned?

Just a few weeks ago, Brookings released a study entitled, “Resettling New Orleans, The
First Full Picture from the Census.” The study analyzes new data from the Census
Bureau as well as data from the IRS to determine, for the first time, who lives in the city
and region and who moved in, stayed, or remain displaced approximately one year after

the 2005 hurricane.

First, the population of New Orleans is smaller. By July 2006, Census estimated that the
city had recovered just half of its 2005 population, declining from 452,000 to 223,000

residents. The metro area as a whole lost about 22 percent of its pre-Katrina population.

Second, the city lost over 173,000 of its black residents, a 57 percent decline from 2005.
Prior to Katrina, blacks made up 67 percent of the city’s population. But even with the
losses, the city remained a majority minority city one year after the storm, with blacks

making up 58 percent of its population and whites about one-third. Meanwhile, the racial
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and ethnic composition of the surrounding parishes, as a whole, essentially stayed the

same.

Third, the population living in New Orleans one year after Katrina was older, more
educated, less poor, with fewer renters, and fewer households with children than was
recorded in Census 2000. For instance, the share of residents in the city with a college
degree jumped 6 percentage points, from 26 percent in 2000 to 32 pefcent in 2006. The
loss of families with children in the city was more dramatic. Pre-Katrina, 30 percent of
households in the city were families with children. Post-Katrina, that share dropped to
just 17 percent. The share of single moms dropped by half, from 14 percent in 2000 to 7
percent in 2006. And finally, the share of persons living below poverty in New Orleans

after the storm dropped by 6 percentage points to 22 percent.

Fourth, who has yet returned to the city? Of the approximately 197,000 residents who
have moved out or remain displaced from the city of New Orleans one year after Katrina,
70 percent were African American. Further, the households who had not yet returned to
the city were younger, poorer, more likely to be black, and more likely to have children,

compared to those who “stayed” in New Orleans after the storm.

Approximately 10 percent of the residents in the city one year after the storm were
returnees or new in-migrants. Since the storm, approximately 23,700 have returned or
moved into the city. Of these, 10 percent are Hispanic, and the rest are equally split

between blacks and whites. Further, the largest shares of those moving back or coming
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into the city are middle- to- upper income households — 41 percent. But, more than one-

quarter of the returnees—approximately 27 percent—were low-income residents.

Thus, we know that many low-income and African American families have yet returned
to the city. But this latest Census data also gives us one additional sense of the nature of
the diaspora, how widely dispersed were the households? One year after the storm, black
New Orleanians were most likely to have moved or be relocated to the Houston metro
area and other parts of Louisiana and the South. Whereas whites were most likely to stay
nearby, relocating elsewhere in the New Orleans metropolitan area. If you look at the
trends by income, low-income “displaced” residents were living in far flung metropolitan
areas like Houston, Dallas, and Atlanta one year after Katrina, while wealthier
households stayed in the New Orleans metro area. In-migrants to New Orleans were
more likely to arrive from suburban parishes, which were also home to higher-income

New Orleanians right after the storm.

2. Two years after Katrina, the population of New Orleans and the region continues to
rebound, but demographic shifts continue, with fewer minority families in the city and

greater diversity in the suburbs.

To track population and demographic shifts in the region on a more regular and current
basis than the Census, we looked at U.S. Postal Service delivery data and public school

enrollment data.
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As of July 2007 postal estimates, the city of New Orleans has regained 68 percent of its

pre-storm households.

However, the city’s population now makes up less that one-third of the region’s
population, pointing to a dramatic shift toward a more regional economy in the two years

since Katrina with increasing populations in the northern and western suburbs.

The outlying parishes of St. Charles, St. John the Baptist and St. Tammany all have more
households today than they did before Hurricane Katrina (St. Charles — 104 percent; St.
John — 106 percent; St. Tammany — 103 percent). Jefferson Parish has also recovered 98

percent of its pre-Katrina population.

The recovery in Orleans and St. Bernard Parish has been much slower, While Orleans
Parish has restored 68 percent of its pre-storm households, many of those living in zip
codes that cover heavily flooded areas have yet returned. St. Bernard has had the most

trouble reviving its pre-Katrina population, reaching 37 percent.

Data on student populations in the public schools can also give us a sense of who has
returned to the city. According to the latest figures, 17,000 more students returned to
public schools in New Orleans between the spring semester of 2006 and spring semester
of 2007, up from just 9,000 students last year (we don’t have the latest data for this fall

semester). This represents 40 percent of pre-Katrina levels in Orleans Parish. Across the
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New Orleans metro area, total enrollment in public schools reached 70 percent of pre-

Katrina levels in the spring semester of 2007, up from 59 percent one year ago.

While the overall socioeconomic composition of the student body in the New Orleans
region has not changed dramatically since the storm, there are two notable trends—a
smaller share of black students are attending public schools in New Orleans while
Jefferson and St. Tammany have seen increasing shares and numbers of Hispanic

students.

To start, the make-up of the student body served by public schools in Orleans has not
changed dramatically since the storm suggesting that these children come from returning
families rather than newcomers to the area. The post-Katrina student body is
predominantly African American (89 percent) and low income (76 percent free/reduced
lunch). However, the share of black students has dropped by 4 percentage points since the
storm, in part explaining the increasing shares of white, Hispanic, and Asian students
now in the school system. This may indicate that black students have been

disproportionately challenged to return to the area and/or to enroll in school.

The public schools in the surrounding parishes are serving a smaller and slightly more
diverse student body. Jefferson Parish has seen its public school enrollment drop by
almost 8,000 students, yet there are 300 new Hispanic students in that parish.
Accompanying that shift is a nearly 60 percent increase in the share of the student

population that has limited English proficiency, and a five percentage point increase in



88

low-income students. St Tammany is also dealing with more than 200 Hispanic students
in its public schools. This confirms that there are more Hispanic families in the New

Orleans region and that many are bypassing the city and directly settling in the suburbs.

3. The cost of housing and rent levels remain high two years after Katrina, meanwhile,
housing demolitions and new construction are picking up pace while state aid remains

slow.

We currently do not collect data on the status of the public- and assisted-housing stock
but are looking into doing so for future analyses. In the meantime, we can provide a

picture of the health of the overall housing market and the state of the housing recovery.

First, home prices and rent levels in the New Orleans region have remained high between

2006 and 2007, but the increases have leveled off.

One year after Hurricane Kairina, the limited housing supply in the hard-hit parishes led
to a flurry of home-buying in surrounding parishes, such as west Jefferson and St.
Tammany. The result was that both home prices and rent levels spiked dramatically in
the region in the first year. By the second year after the storm, those home sale values
and rent levels have remained high, staying the same or increasing only slightly between

2006 and 2007.
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For example, the typical home purchase price in west St. Tammany has increased by 25

percent over the last two years. In west Jefferson, the jump was 22 percent.

Fair market rents rose an astounding 39 percent from 2005 to 2006 as renters and
displaced homeowners scrambled for the little available rental housing in the New
Orleans area. By 2007, rents began to stabilize at these higher levels, increasing just 4
percent from 2006 to 2007. A two-bedroom apartment in the region now rents for $978

per month, up from $676 in 2005.

Meanwhile, home prices have dropped in Orleans and St. Bernard parishes. Average
home sales prices in St. Bernard have dropped 40 percent from pre-Katrina levels
(although they did improve slightly from one year ago), and in the east bank of New
Orleans, the drop was 20 percent in value-likely reflecting the large number of flooded

homes sold as-is in recent months.

Second, there is a glut of homes on the market and many appear to not be adding to the
housing supply, and therefore help ease the growth in home prices. Two years after
Katrina, there are over 11,300 homes for sale in the region, far surpassing the 962 homes
purchased, on average per month, in 2007. A high number of property owners are selling
their homes, and many of these homes appear to be in serious need of repair and thus not
quickly inhabitable, or they may come with high insurance rates, discouraging their

purchase.
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Bottomline: The overall cost of living is increasing in the city and the region. Home and
rent prices are generally still rising, with an insufficient supply of habitable homes to
meet demand. And this is occurring on top of the increasing cost of insurance premiums

and the increasing cost of home repairs, supplies, and contractors.

Third, while the housing market is tight, there are signs that the overall pace of rebuilding
and replacing homes is picking up steam. Housing demolitions and new construction of
homes, in particular, are well underway, and has accelerated since the first year after

Hurricane Katrina,

For instance, the total number of Army Corps demolitions in the past year, at more than
3,100, has exceeded that in the first year following the storm. In total, more than 5,500

homes have been demolished, 74 percent of which took place in the city of New Orleans.

The pace of approvals to build new housing units has also picked up pace over the last
year. By August 2006, only 205 new housing units had been authorized for new
construction in New Orleans. But by June 2007 an additional 2,200 new housing units

had been approved.

In the metro area as a whole, approximately 9,600 units of housing have been approved

for construction. Of these, the vast majority—7,200 units—are single family homes.

10
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Where the housing recovery appears to have slowed down is in the residential repairs.
The issuance of residential building permits in New Orleans has slowed dramatically in
the past year, despite the availability of Road Home funds. In the first year post-Katrina,
the city issued almost 46,000 residential building permits. In the following 10 months,
only an additional 14,000 permits were issued. The high number of permits issued in the
first year after Katrina likely reflects the number of homeowners who rushed to meet an
August 29, 2006 deadline to receive free permits, and to ensure that their properties could

be repaired without being subject to new elevation standards

Finally, the renovations and new constructions of homes appear to be happening in spite
of the Road Home program. The state’s Road Home program primarily aims to help
homeowners repair their severely damaged homes, with greater incentives provided to
those who keep their homes or stay in the state. However, the program, launched in the
summer of 2006, has been off to a slow start, frustrating many homeowners. As of
August 6, 2007, more than 180,000 households had applied for assistance, far higher than
the 123,000 the program was originally designed for. Of the total applicants, only 22
percent had gone to closing, and the average benefit per applicant had fallen by more than

$12,000 to about $68,700.

4. The New Orleans region has recovered the bulk of its economic base, but the thin

provision of basic infrastructure and services may be slowing down the economic

recovery in the city.

11
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The economy in the New Orleans metro area took a major hit after Hurricane Katrina.

Two years later, many aspects of the economy are nearly restored to pre-Katrina levels.

For instance, the city of New Orleans’ fiscal base is stronger today, with revenues from
sales taxes reaching 84 percent of pre-Katrina levels, despite having two-thirds of the pre-
Katrina population. Much of that fiscal recovery has been buoyed by visitors but also
from existing residents’ need for basic goods—such as the massive replacements of
household and personal items and for supplies and materials to gut and rehab homes-

began to fuel the economy.

According to the most recent estimates, by fall of 2006, the city and the metro area had
reached 72 percent and 85 percent of its pre-Katrina employer base. As a whole, the New
Orleans region has lost 4,000 firms since the storm. All parishes across the five-parish
area have lost a net number of employers since the storm. The exception is St.

Tammany, which has seen a net gain of 44 employers in this time period,

One bright spot: All parishes saw new business start-ups. New Orleans has had 1,014
employers move in or open new businesses; St. Tammany, 1,094; Jefferson, 1,644. Even
St. Bernard Parish welcomed 70 new employers that moved in or began new businesses

since Katrina,

The New Orleans region has recovered 79 percent of its labor force since Hurricane

Katrina, making minimal gains in the past year; but, the unemployment rate has worsened
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since August 2006. The unemployment rate in the New Orleans metro area fell from 5.3
percent pre-Katrina to as low as 3.8 percent in April 2007, but has climbed back up to 5.1

percent in June 2007, still below pre-Katrina levels.

Since Hurricane Katrina, the region has lost 118,500 jobs, primarily in health and
education, and leisure and hospitality. Both of these sectors are still missing one-quarter
of their pre-Katrina workers, which are needed to bolster the tourism industry and to
ensure that all schools, colleges and health care facilities are properly staffed for families

and children.

The two sectors that have seen slight job gains over the two year period since Hurricane
Katrina are the construction industry (2,700 new jobs) and mining and natural resources
(approximately new 400 jobs). The former experienced the bulk of the job gains in the

first year since the storm, holding steady in the second 10 months. The growth in mining

and natural resources jobs mirrors the trend in the nation as a whole.

Finally, critical to the economy is a functioning city with the basic delivery of services
and infrastructure. Without decent schools, safe streets, and overall quality public

services, many families and businesses may not stay and vote with their feet.

At the two year anniversary of Katrina, basic essential services and infrastructure have
not been significantly restored and the level of services has barely improved in the past

year.
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Less than two-thirds of the original public schools have re-opened in New Orleans; and,
student achievement has declined across the region, likely reflecting stresses and learning
interruptions related to the disaster. St. Tammany, Jefferson, and Plaquemines parishes
have re-opened all or almost all of their public schools since Katrina, while St. Bernard
still has only three of 15 schools in operation. In Orleans Parish, 80 public schools are

now open as of September 2007, representing 62.5 percent of the original number.

A large portion of the other key public services, like public transportation and health care
facilities, remain closed two years after Katrina—with very little capacity added in the past
year. The level of public transportation services in New Orleans has remained virtually
the same since August 2006 when only 17 percent of buses were back in operation on 45
percent of pre-Katrina routes. As of July 2007, only 19 percent of buses are running on

50 percent of the pre-Katrina routes.

As of July 2007, 10 acute care hospitals, psychiatric hospitals, long-term disability and
rehabilitation facilities remain closed, out of the original 23 in New Orleans. St. Bernard

Parish remains without a hospital.

Shortage of childcare services continues to serve as an obstacle for working families.
Approximately 36 percent of the 276 childcare facilities in New Orleans were open as of

August 2007.
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Finally, the lack of repairs on public facilities is undermining the effectiveness of
policing. The violent crime rate in New Orleans is higher now than in pre-Katrina New
Orleans, eliciting legitimate concerns from residents and business owners. The solutions
to increase safety are broad and multi-faceted, not just limited to the level of policing.
But, one critical aspect hampering law enforcement’s ability to provide for public safety
is the lack of repairs to essential criminal justice buildings in New Orleans. As of July
2007, no repairs have been completed on damaged police stations, and two police stations
plus police headquarters continue to operate out of FEMA trailers. Further, the police
have only a partially functional crime lab, and Special Operations, Traffic, Recruiting,

Juvenile, Compliance and Auto Theft Divisions continue to work out of FEMA trailers.

Implications for Federal Housing Proposals and Other Responses

Two years after Hurricane Katrina and the subsequent levee failures, the New Orleans
area is on the mend, with many residents back and the economy humming at near pre-
Katrina levels. But behind those regional trends are stark disparities between the recovery
of the Orleans and St. Bernard parishes and the rest of the region. Further, other serious

challenges remain.

These trends and other facts point to several implications related to federal action,

particularly as it relates to affordable housing.

15
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First, the limited supply of housing, especially rental housing, has pushed up the cost of
housing in the New Orleans area. Home prices are up and rents in the region are
approximately 45 percent higher than two vears ago. Housing affordability is a real

challenge.

Second, while important, the strong focus on the Road Home program in the past year
has overshadowed the need to better serve renters, including public housing residents.
According to FEMA estimates, more than 48,000 units of rental housing in the region
were severely damaged by the storm. Yet, just 2,400 units of new muitifamily housing
have been approved for construction. No doubt, a small portion of the 7,200 new single
family housing units may be used for rental. Either way, the supply of rental housing is
clearly constrained. So, strategies to boost the supply of affordable housing is critical.
This includes, in the absence of new hard units, the need for the federal government to

recruit existing apartment owners to accept households using federal housing vouchers.

Third, the school composition data point to the fact that a greater share of low-income
families and immigrants are living in the suburbs, where the home prices have risen the
most. With population and job growth continuing to shift away from the city and into the
suburban parishes, especially after Katrina, it is important for leaders to consider making
affordable housing, and workforce housing, available in the job centers outside of the

city.
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Fourth, there are still many low-income and African American families in the diaspora
that must not be forgotten. According to the most recent Census data, as of 2006, there
were approximately 197,000 New Orleanians who remain displaced or have yet moved
back to the city. Of these approximately 70 percent were black, and 38 percent lived
below poverty. And many live in Houston, Atlanta, or other far-flung parts of the
country. The need for affordable housing options should not be limited to just the greater

New Orleans area but to many of these new destinations.

Finally, the recovery trends affirm that this nation stands at the beginning of a long-term
recovery process for New Orleans and the Gulf Coast. A strong federal, state, and local
partnership is still needed. Areas of additional attention include: affordable and rental
housing, adequate public services and infrastructure, the redevelopment of vacant land
and properties, and targeted investments in workforce development, small business
growth, and diverse industries. Further, future recovery efforts must go beyond the
simple focus on speed of recovery to one of quality outcomes. Prior to the storm, New
Orleans was plagued with high concentrations of poverty, a stagnant economy with a
weak workforce, and a region that was growing in unsustainable ways. No doubt, the
city had enormous assets. But federal investments and taxpayer dollars must not replicate
the same city and metro area as before. These efforts must help greater New Orleans
rebound from Katrina as a better version of itself: safe, economically robust, with

opportunities for all.
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1 very much appreciate the opportunity to appear before you, and would be pleased to

answer any questions you might have.

18
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Senator Reed, Ranking Member Shelby and members of the committee, my name is
Edgar Bright and | am President of Standard Mortgage Corporation in New Orleans. |
also serve on the Residential Board of Governors of the Mortgage Bankers Association
(MBA), the national trade association for the real estate finance industry, and am
testifying on its behalf today."

It has been two years since Hurricanes Katrina and Rita made landfall. The events of
August and September 2005 are still vividly etched into my mind, and the aftermath of
those storms is still apparent everywhere you turn, especially in my home town of New
Orleans, which suffered the most significant losses.

immediately after Katrina hit, we began to assess our mortgage loan portfolio and
instituted a policy of forbearance on all loans in the Katrina area. The entire real estate
finance industry quickly followed suit. Many homeowners continue to receive
forbearance on their loans more than two years after Katrina. Our forbearance policies
have worked. Data collected and released by the MBA show that immediately after the
storm, at the end of the fourth quarter of 2005, there were nearly 50,000 loans over 90
days past due in Louisiana. By June 2007, that number had fallen to fewer than 10,000,
and foreclosures were initiated on fewer than 2,600 properties in the state up to that
point in 2007, with most of these located outside the storm area.? For comparison
purposes, in the first quarter of 2003, long before the storm, about 4,000 loans were
over 90 days past due and there were about 2,000 new foreclosures. The comparable
figures for Mississippi are: over 18,000 loans were 90 or more days past due in the
fourth quarter of 2005. That number dropped to approximately 6,200 by June 2007. In
the second quarter of 2007, foreclosure began on less than 1,700 properties in
Mississippi. In the first quarter of 2003 about 2,000 loans were at least 90 days past
due, and there were about 800 new foreclosures in Mississippi.

While the industry continues to offer forbearance from foreclosure to homeowners who
are expecting Road Home?® funds, a serious issue is developing. It is our understanding
that The Road Home program will be out of funds by the end of October. To date, less
than 50 percent of eligible homeowners have received Road Home assistance, that
translates to over 50 percent of families whose applications are pending or who have

' The Mortgage Bankers Association (MBA) is the national association representing the real estate finance industry,
an industry that employs more than 500,000 pecple in virtually every community in the country. Headquartered in
Washington, D.C., the association works to ensure the continued strength of the nation's residentiai and commercial
real estate markets; to expand homeownership and extend access to affordable housing to alt Americans. MBA
promotes fair and ethical lending practices and fosters professional excellence among rea! estate finance employees
through a wide range of educational programs and a variety of publications. Its membership of over 3,000 companies
includes all elements of real estate finance: mortgage companies, mortgage brokers, commercial banks, thrifts, Wall
Street conduits, life insurance companies and others in the mortgage lending field. For additional information, visit
MBA's Web site: www.mortgagebankers.org.

2 “Foreclosure begun” means the loans have started the process of foreciosure but have not been sold at foreciosure
sale. Loans are classified “in foreclosure” according to investors’ or local requirements. Investor standards define “in
foreclosure” as meaning the loan has been referred to a foreclosure attorney or first legal action has occurred.
Mortgage Bankers Association, National Delinquency Survey.

® The Road Home program is the largest single housing recovery program in U.S. history. The program's objective is
to help Louisiana residents get back into a home or apartment as quickly and fairly as possible. For more

information, see hitp:/fiwww.road2la org/.
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obtained commitments from The Road Home will not receive funds unless additional
federal assistance is provided. Clearly failing to get such a significant number of
homeowners the funds necessary to rebuild their homes or sell their properties to the
state will mean that communities will not recover. We therefore strongly support S.
1668, The Guif Coast Housing Recovery Act of 2007, which, among other things,
authorizes funds to cover the shortfall that exists in The Road Home program.

Suggested Improvements or Additions to S. 1668

Our experience with these storms and their aftermath has given us a template for action
in the event of another catastrophe. While the homeownership segment of this tragedy
was better addressed than many other parts in the response to the storm, there are
significant lessons that can be learned. Congress and federal regulators should act
now to resolve the following issues before another big storm hits the U.S.

A. Environmental Assessments

In Section 105, S. 1668 provides a beneficial provision that if a federal agency performs
an environmental review, the review is considered sufficient for receipt and use of all
federal funds. We believe this provision is well-intentioned and has great potential to
avoid significant delays in responding to large natural catastrophes. However, it is
unclear exactly how this will apply to the Community Development Block Grant (CDBG)
program. Moreover, this provision fails to strengthen or clarify the application of existing
exemptions to avoid environmental reviews altogether.

MBA found the environmental reviews or assessments required by the National
Environmental Policy Act (NEPA) as one of the greatest challenges when working with
the states in their development of plans to implement the disbursement of CDBG funds.
NEPA effectively hamstrung the states as to how they could design their grant
programs. NEPA requires “every federal agency evaluate the potential environmental
impacts of major federal actions significantly affecting the quality of the human
environment.”* CDBG grants are subject to NEPA and other environmental laws
contained therein, including historic preservation, floodplain management and wetland
protection, coastal zone management, sole source aquifers, endangered species, wild
and scenic rivers, air quality, farmland protection, HUD environmental criteria and
standards and environmental justice.

According to HUD, HUD or its “designee” (the state) cannot specify the use of CDBG
funds specifically for rebuilding, for example, without performing environmental
assessments on each and every property indicating any impact of rebuilding (the
“federal action”) on historic preservation, floodplain management and wetliand
protection, coastal zone management, sole source aquifers, endangered species, wild
and scenic rivers, air quality, farmiand protection, HUD environmental criteria and
standards and environmental justice. NEPA, however, provides exemptions from this
general policy in the event of a natural disaster. Such exemptions should have been

(42 U.5.C. § 4332(2)(C))
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considered and adopted by HUD in its review of state plans, but were not. instead of
invoking the exemption, HUD determined that it couid avoid NEPA if no controis or
rebuilding requirements were placed on the funds.

Given the significant ramifications of the HUD policy, the industry imposed certain
private controls over the use of funds as a condition to subordinating its interest to The
Road Home covenant. The process of establishing repair escrows ensured funds
selected for home repair were used for that purpose. Unfortunately, those controls were
eliminated when HUD failed to understand the private nature of these actions and
demanded the state revise its plan. The state was feft with no other choice but to
provide funds directly to homeowners with no strings attached. We continue to think
this is bad public policy and substantially increases the likelihood that funds dedicated
to the State of Louisiana are not being used for their intended purpose or are not
remaining in the state.

It is important to note the industry does not want to “police” the use of federal funds.
That should be the role of the government. However, confusion over NEPA made any
government-imposed controls nearly impossible. To correct this situation, we believe
Congress should clarify existing NEPA exemptions and require HUD and other
government agencies or their designees avail themselves of NEPA exemptions when
such actions would protect the interests of the federal government. Alternatively,
Congress could create a mechanism to allow the President of the United States or
another appropriate government entity to “activate” the NEPA exemptions and
exclusions or otherwise waive NEPA for the purpose of rebuilding pre-existing housing
after a disaster.

B. Treatment of Federal Housing Administration (FHA) Non-Conveyable
Properties

One of the biggest challenges the real estate finance industry faces is FHA’s current
policy not to pay insurance claims on single-family properties when those properties are
damaged. In general, FHA pays an insurance claim when it takes title (conveyance) to
a property as a resuit of foreclosure. The amount of the claim is 100 percent of the
outstanding principal balance plus reimbursable interest and expenses. However, if the
property is damaged due to fire, flood, earthquake, tornado or hurricane (or the lender's
failure to preserve and protect), FHA will not pay a claim or take title to the property
unless the property is repaired. This policy effectively renders the loan uninsured.

This policy is extremely damaging to the mortgage lending and servicing industry,
especially those companies with a high concentration of loans in the hurricanes’ hardest
hit areas and who have extended forbearance for over two years. Servicers shouid not
have to take principal losses on FHA-insured loans when servicers are following federal
flood insurance laws and FHA requirements. This policy has made FHA iending and
servicing very unattractive in the Gulf States.
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To exacerbate matters, in distributing the CDBG funds, HUD forced the State of
Louisiana to terminate its original Road Home plan that recognized servicers’ rights to
establish repair escrows. Such repair escrows ensured grant funds would have been
used to repair the collateral when the “repair/rebuild” grant option was selected by the
borrower. The original plan would have reduced the number of damaged
“conveyances” servicers now face.

Given the grave situation of uninsured losses on FHA loans, MBA supports S. 1668,
which provides fairness to lenders in connection with Katrina- or Rita-damaged or
destroyed homes financed with an FHA-insured loan. Specifically, the bill provides, in
connection with Rita and Katrina, if there was no failure on the part of the mortgagee or
servicer to provide hazard or flood insurance for the property in accordance with federal
law and requirements, the Secretary of HUD:

+ may not deny conveyance of title to the property to the Secretary and payment of
the benefits of such insurance on the basis of the condition of the property or any
failure to repair the property;

+ may not reduce the amount of such insurance benefits to take into consideration
any costs of repairing the property; and

+ with respect to a property that is destroyed, condemned, demolished, or
otherwise not available for conveyance of title, may pay the fuil benefits of such
insurance to the mortgagee notwithstanding that such title is not conveyed.

Without a change in existing FHA policies, lenders and servicers are faced with
significant uninsured losses. These losses are straining the already tight financial
resources of mortgage lenders and restricting their ability to forebear and lend in these
communities.

C. FHA Multifamily Insurance

In redeveloping affordable rental housing in the Gulf Coast states, FHA insurance has
become an important component of financing both new construction and rehabilitation
of properties. Particularly in the current environment of market uncertainty, the ability of
FHA insurance and Ginnie Mae mortgage backed securities (MBS) to access the capital
markets is critical to assuring affordable financing. Issues have arisen, however, with
FHA’s environmental standards which are significantly more restrictive than those of the
Environmental Protection Agency (EPA) and the state agencies administering
environmental policies. FHA's additional requirements are preventing much-needed
housing from moving forward. We recommend that a provision be added to S. 1668
which would prohibit FHA from adding requirements that are above and beyond those
determined acceptable by EPA and the appropriate state department of environmental
quality. Certainly, the environmental professionals at EPA and state agencies
administering environmental policies are well-qualified to determine what standards
should be set to assure a property is safe for rental housing and that all environmental
issues are appropriately mitigated. FHA should not be unnecessarily hindering the
production of muitifamily housing through the imposition of excessive requirements.
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D. Duplication of Benefits

S. 1668 waives the current duplication of benefits probiem with regard to Small
Business Administration (SBA) loans and Federal Emergency Management Agency
(FEMA) disaster assistance, provided there are no windfall profits. MBA fully supports
this provision.

One of the continuing obstacles homeowners face is receiving the proper amount of
funding to make the necessary property repairs. Under the Stafford Disaster Relief and
Emergency Assistance Act,’ federal agencies are not permitted to give recipients of
federal assistance duplicate benefits. While in theory this statutory requirement makes
sense, in practice, with this particular disaster, it is causing some deficiencies in
funding.

In the case of residential homeowners, duplicate benefits are those federal benefits
obtained by homeowners for the same purpose as those provided by another source,
i.e., private insurance, FEMA, or SBA benefits to repair the home. As an example, a
“duplication of benefit’ will occur when CDBG funds, combined with a SBA {oan for
structural repair (and other sources of funds for repair), exceed the SBA'’s estimate of
damage. Unfortunately comparing the SBA {oan and a CDBG grant is like comparing
apples to oranges because they use different valuations of damage and often cover
different damaged items. This situation results in the state paying on the SBA loan with
CDBG grant funds, but it leaves the homeowner with insufficient funds to repair the
property. In many situations, homeowners were awarded CDBG grants or a Road
Home grant, but received no funds or had significant deductions because the money
went to pay down another government loan or pay back grants. While paying down
SBA loans with grant funds can be advantageous if all property repairs are completed, it
is problematic when CDBG money is still needed to complete the rebuilding. Likewise,
repayment of FEMA grants should not be triggered upon mere receipt of CDBG funds.
Moreover, given the SBA loan is a liability, rather than an asset, eliminating SBA loans
from the duplication of benefits calculation makes good sense.

E. Coordinate Valuations Among All Government Entities

As was the case after Katrina, valuations and appraisals of damaged properties after
natural disasters are often conducted numerous times by numerous agencies. There
should be some mechanism to share this information among agencies. Coordination
among all government agencies, and with the private sector, would significantly reduce
the number of valuations being performed, thus saving taxpayers money and speeding
up delivery of disaster assistance, One component that is critical to achieving this
objective is a common electronic language that ensures data is entered and stored

5 42 USC 5155
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consistently, and with the same definitions by all, so that computers “can talk to each
other” and data can be sorted and manipulated as desired.

F. VA No-bids

Unlike FHA, the Department of Veterans Affairs’ (VA) Loan Guaranty Program does not
provide 100 percent insurance against default losses. The VA is unique in passing risk
of declining market prices to servicers because it provides only a limited guaranty. The
guaranty varies, but generally covers 25 percent of the original ioan balance. In the
event of a liquidation sale (i.e., foreclosure), the VA uses a statutory formula to
determine if it will pay only the guaranty or pay the servicer the outstanding debt (called
“total indebtedness”) and take title to the property. When the latter occurs, the VA sells
the real estate owned to recoup the amount paid to the servicer.

When the former occurs and the VA determines not to take title to the property, it will
issue a “no-bid” advice letter. A no-bid occurs, by statute, when the net value (fair
market vaiue minus a statutory VA “holding cost” factor) is less than the un-guaranteed
portion of the total indebtedness (unpaid principal balance, allowable interest and
advances less any credits). When this occurs, VA will pay the amount of the guaranty,
but will not take title to the property. The servicer thus takes any loss after the resale of
the property. These losses can be substantial, and in the wake of Hurricane Katrina,
could be catastrophic.

Most VA loans are in Ginnie Mae MBS and, thus, servicers do not get the benefit of the
principal and interest payments. The principal and interest is passed through to security
holders, who are protected 100 percent against principal loss by Ginnie Mae’s guaranty.
The servicer takes the principal, interest and even out-of-pocket loss exposure to a
large degree, despite the fact that they receive only a small administration fee per loan
as income. Servicers are not equipped nor are they compensated to absorb
catastrophic principal, interest and other losses.

In an effort to provide the VA with flexibility in this area and to assist mortgage
companies in containing total losses, we ask Congress to consider providing the VA
authority to waive the statutory requirement to declare no-bids. We ask that VA be
permitted to take conveyance to a property and pay the total indebtedness and out-of-
pocket expenses in cases of federally declared disaster areas without having to abide
by the no-bid calculation. We aiso suggest allowing the VA to pay a claim even when
conveyance does not occur due to unique circumstances, such as a declaration of
hazardous waste contamination on the property.

We believe, by making the necessary statutory changes to these programs, the VA will
have more comprehensive authority to manage the issue of damaged properties and
claims after a catastrophic disaster. The changes will demonstrate the federal
government’'s commitment to the VA program. Without these changes, many lenders
are likely to abandon these products as foreclosure losses begin to mount, thus
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affecting the future viability of programs specifically designed to assist low- to moderate-
income veterans and their families.

Conclusion

We applaud Senators Dodd and Landrieu for their introduction of S. 1668. Enactment
of this bill, with the modifications discussed in this statement, would be an important
step to provide the tools to ensure recovery in Louisiana and other local economies
affected by Hurricanes Rita and Katrina. Housing is the cornerstone to rebuilding
neighborhoods and communities. | commend this Committee’s attention to it.

MBA appreciates the opportunity to testify today and offer our thoughts and
considerations as you monitor the recovery and deliberate S. 1668. We look forward to
working with you on this important legisiation.
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ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PolicyLllnk

To: Honorable Members of the Senate Banking Committee
219 Dirksen U.S. Senate Office Building

From: Kalima Rose, Director, Louisiana Initiative, PolicyLink

Re: SB 1668, The Gulf Coast Recovery Act

September 25, 2007

Thank you for the opportunity to submit written testimony for the record on Senate Bill 1668, The Gulf
Coast Recovery Act.

PolicyLink is a national research and action institute that works collaboratively to develop and implement
local, state, and federal policies to achieve economic and social equity. As an organization that seeks to
promote equitable redevelopment during the Guif Coast recovery process and ensure that households at
the lowest income levels receive sufficient opportunities to renew themselves as communities recover and
rebuild, we are submitting testimony to your committee on the tremendous unmet housing needs that
persist in Louisiana and that warrant the immediate passage of Senate Bill 1668.

Rebuilding the Gulf Coast successfully will not happen without the federal government’s resources,
expertise, and leadership for years to come. The magnitude of the devastation will require a long-term
commitment from the federal government and the political will to deliver on promises made. Senate Bill
1668 is one of the many essential steps on the road to a full recovery for all of our impacted citizens.

We write to enjoin your support of Senate bill 1668 that Senators Dodd and Landrieu introduced, to
address the housing needs of low income people affected by Hurricanes Katrina and Rita that remain
largely unmet these 24 months after the disaster. While everyone has suffered with the slow pace of
recovery, it is the people who had the fewest resources before the storms for whom rebuilding their lives
and reestablishing permanent homes has been the most difficuit. And while vulnerable residents of all of
the impacted Gulf states—Louisiana, Mississippi, Alabama and Texas—deserve support through this bill,
our comments today will address the residents of Louisiana, where our work has focused since the 2005
hurricanes.

Two years later, the continued loss of housing stock and increasing costs associated with construction,
rehabilitation, and insurance have meant extremely high rents and ownership costs, making it difficult if
not impossible for many low-income residents to return. In particular, insufficient resources to repair and
replace rental housing affordable to low income people has received insufficient attention in the
rebuilding plans to date, and meant a broken rental housing market in New Orleans. While 45,000
Louisiana families are still residing in FEMA trailers, now shown to have unsafe levels of formaldehyde
toxicity, 13,000 of these households are isolated in group trailer camps far from home. The vast majority
of those living in these camps make less than $15,000 and cannot afford apartments in New Orleans at
current market rates. Additionally over 96,000 displaced families across the country still on FEMA
temporary rental assistance. Of currently displaced citizens who said in a recent Louisiana Family
Recovery Corps survey that they want to return to Louisiana, half of them eamn less than $20,000
annually. The two most frequently cited barriers to returning were difficulty finding housing they couid
afford, and the inability to pay for the move home.

1515 Poydras Street 504 524-81851 1
Suite 105 212 525-8242 ¢
New Orleans LA 70112
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The provisions of Senate Bill 1668 that expand Section 8 housing vouchers will help address the
affordability and housing supply issues affecting the tens of thousands of displaced low income families
who were living in private, unsubsidized rental housing before the storms—bringing the stability of the
program’s established rules and local administration.

In Louisiana, although 40 percent of the damaged homes were rental housing, 85 percent of the federal
funds to repair housing are going to homeowners. Fifteen percent of funds are going to restore rental
housing, but no funds are directed to renters themselves. By way of example, in New Orleans, Katrina
severely damaged or destroyed 51,700 of the 100,000 rental units. Current allocations from federally
funded state rebuilding programs will restore only 25 percent of these units, and projected funding
another 18 percent of units, leaving 57 percent of destroyed rental units to be rehabbed by other means.

New Orleans had a low homeownership rate prior to Katrina compared to national figures. Over half (53
percent) of pre-Katrina households were renters, compared to 32 percent nationally. Before Katrina, 58
percent of all rental units rented for under $500; a recent survey of 2,800 units found few rentals available
today for under $500. Although rents have stabilized in recent months, a survey of rental units leased in
2007 by the New Orleans Metropolitan Association of Realtors found the average two-bedroom unit rent
to be over $1,300. With families struggling with affordability of rental units, homelessness has doubled in
Orleans and Jefferson parishes, from 6,000 pre-Katrina to at least 12,000 now.

One way of addressing this gap in funding for restoring rental housing and creating new homeownership
opportunities is through the pilot program for the redevelopment agencies of damaged parishes funded by
Senate Bill 1668 ($30 million for the New Orleans Redevelopment Authority and $25 million for other
parishes). This program will help parishes recover and restore abandoned properties. This program,
coupled with the FHA-New Orleans Disaster Housing Initiative, offers an innovative approach to focus
resources for restoring damaged housing while fostering both first time homeownership and repaired
rental housing in New Orleans, the parish that sustained the greatest loss of affordable rental housing of
the affected areas.

Intensifying the housing shortage, 80% of public housing units in New Orleans remain closed despite
minimal damage from Katrina. Before Katrina, about 14,000 families lived in either HUD-assisted or
public housing in New Orleans. About 9,000 of those families were in HUD-assisted units scattered
throughout the city’s neighborhoods. These units have been slow to come back and continue to create
blight and unsafe conditions in neighborhoods. As of July 2007, 5,800 units of HUD-assisted stock were
not open in the Gulf Coast, the vast majority in New Orleans. More than 4,000 families formerly in public
housing remain in limbo as plans and financing for their homes remain unresolved.

The Guif Coast Recovery Act will help bring public housing residents back to New Orleans and develop a
process for next steps. The bill will open 3,000 units or as many as needed by former residents who
responded affirmatively to surveys asking about their desire to return by October 30, 2007; make
available housing in the same neighborhood for all residents who wish to return; provide housing
vouchers that can be used elsewhere when neighborhood units are unavailable; replace any pre-Katrina
occupied housing unit with a housing unit or project-based voucher and replace alt vacant pre-Katrina
public housing units with a voucher to be used in low-poverty neighborhoods in the Gulf;.and ensure that
former residents are included in any redevelopment planning.

The provision in Senate Bill 1668 to replace formerly HUD assisted housing will ensure that communities
will retain desperately needed affordable housing units and that all residents in good standing prior to the
storms will have the right to return to a broader range of housing choices than previously available.
Displaced public and assisted housing residents who are trying to rebuild their lives in new communities
will also be able to do so without threat of losing housing assistance that makes their new homes
affordable.

1515 Poydras Street 504 524-8185 ¢ 2
Suite 105 212 525-8242 ¢
New Orleans LA 70112
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To restore affordable housing options that will allow those with low incomes to return to decent housing
in neighborhoods that are safe and that connect them to opportunity wilf require all hands—government,
nonprofits, the private sector, and community members. With continued national support through Senate
Bill 1668, local and state leaders can provide more attractive, affordable rental properties and more
affordable opportunities for homeownership in a city that has among the lowest homeownership rates—
while restoring the housing stock.

Senate Bill 1668 will mean the difference between hope and despair for tens of thousands of families, and
it will mean the difference between restoration and blight for the damaged neighborhoods of the hardest
hit parishes. Among its many important provisions is a plan for helping jumpstart the redevelopment
agencies of the most damaged parishes, for repairing and redeveloping public and assisted housing, and
helping address the rental housing shortfall in the Road Home program.

While this bill puts forth many necessary changes, we ask that you consider the following amendments:

o Expand the voucher provision to authorize 25,000 new vouchers, to be proportionally allocated to
serve all the affected Gulf states;

¢ Provide for direct financial assistance to displaced renters, just as has been provided to homeowners;

¢ Require the immediate opening of no less than 2,000 units of housing the homeless poputation in the
Greater New Orleans metropolitan area.

Two years ago, millions sat horrified before television images of women, men, and children on rooftops,
on makeshift rafts, on sweltering highways, and in the Superdome, waiting for help that seemed not to be
coming. Americans were appalled and ashamed by the poverty and despair they saw, and the slow
response of government. Across the country, people responded. Individually and through faith
institutions, aid organizations, and community groups, they sent food, ciothing, and water. Many invited
homeless families they had never met into their homes. Still others rushed to help in the recovery effort.

Perhaps most importantly, the United States committed to rebuild a better New Orleans and Gulf Coast,
to turn tragedy into an opportunity to address poverty and racism, and to create vital, safe communities
that could serve as models for the rest of the nation.

Unfortunately, we are at risk of rebuilding even more inequity in the Gulf Coast. Despite its unique
heritage and vibrant culture, the Guif was deeply marred by economic and racial inequality. Now, the
Gulf’s troubled history seems to be repeating itself: residents with resources are rebuilding their lives,
while residents without resources are in danger of being left behind. This difference is due in part to the
policies and resource decisions that are being made during the recovery, which have an inequitable impact
on poor people and people of color. We must renew our commitment to a better Gulf Coast. For more
information on the uneven progress of recovery two years after the storm, please see the attached
PolicyLink report, Hope Needs Help, which can also be found at www hopeneedshelp.org.

Senate Bill 1668 will help people who have been decimated by the 2005 storms and floods, and bring us
one step closer to ensuring that al} of those affected by the storms have an opportunity to return to their
former communities and rebuild them stronger than before.

1515 Poydras Street 504 524-8185 ¢
Suite 105 212 525-8242 §
New Orleans LA 70112
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ﬂ&‘ The devastating storms and floods of 2005 presented the United States with a unique opportunity:
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immediate steps for restoring affordable housing
options at scale for o range of New Crleans households
requires concerted federal action:

= {dentify funding sources for The Road Home shortfall,
to capitalize more rental housing resources for
extremely low-income households and meet the claims
of ali eligible homeowners.

= Resolve the public housing impasse to assure rights
of residents and accelerate the opening of new or
repaired units.

* Appropriate the necessary capital to begin the city’s
investment in its identified 17 target neighborhoods.

* Capitalize a soft second loan pool for fow-income
homeowners and rental property owners,

s Establish a fund to repatriate renter households
through moving subsidies, down payment assistance,
and restoration of household furnishings.

= Create a public-private risk guarantee pool to make
mare home restoration loans available.
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immediate steps by the federal government can
catalyze the state’s and the city’s efforts 1o provide
employment opportunities for all New Orleanians and
to ensure the long-term health of the local economy:

o Expand loans, grants, and debt relief to encourage
the return or stabilization of smail businesses.
Coordinate with Community Development Finandial
{nstitutions, which are nimble, flexible, and know
neighborhood businesses and their nesds.

¢ Remove bureaucratic barriers to existing federal
resources (Stafford Act, FEMA, and Community
Development Block Grants) so major capital projects
can start and employ willing workers.

» Structure recovery project bids to ensure small local
firms can compate for subcontracts.

» invest in short-term outreach, placemeant, and
supports to match highest-need job sectors with
people and communities that have the highest need
for jobs.

¢ Develop sector-based strategies to cultivate long-term
sustainable industries in the region.

= invest in an integrated workforce development system
to train and place 25,000 workers in key recovery
sectors and new growth industries. These resources

7mmm P?/brkers in Remver .fndustr;es
é? }
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of Nesé Ovledng
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erswage wirkers,

would repair and expand community and technical
colieges in the area; support teacher recruitment
in key sectors; support wage subsidies to help
ratain skilled workers; invest in workforee support
infrastructure (relocation expenses, child care, job
readiness, employer-assisted housing incentives,
literacy, substance abuse treatment); and align
secondary schools with technical training and job
pipelines that emphasize a career ladder approach.

= improve the quality of the K~12 education system {sae
education, following}.
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Immediate steps for the federal government to support
Jocal efforts to build back a better school system:

® Remove barriers {such as Stafford Act regulations
requiring schaols to be rebuilt in the same location
to receive full reimbursement uniess they are in a
floed plain} that prevent money from efficiently
flowing from the federal government to New Crleans;
this would help to build safe and functional school
facilities that will provide a 21st century education.
Allocate additional capital to supplemeant FEMA
damage funds.

* Provide additional resources to help meet post-
disaster special needs, especially mental health needs
of students.

® Help improve the quality of instruction by augmenting
support for efforts to recruit and develop effective
teachers and school leaders.
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;?' i :"i U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
3 & WASHINGTON, DC 20410-1000

LSl
'OFFICE OF CONGRESSIONAL AND SEP 2 ‘i 2""7

INTERGOVERNMENTAL RELATIONS

The Honorable Mary L. Landrieu
United States Senate
Washington, DC 20510-1804

Dear Senator Landrieu:

I'am in receipt of your letter dated September 21, 2007 where you express concern over a
number of issues, particularly HUD's recent approval of the disposition and demolition of four
major public housing sites in the City of New Orleans. Rest assured your concems are of utmost
importance to us.

Both the demolition and disposition approvals that HUD granted this past Friday were
critical not only to preserve the tenant protection vouchers, but also to retain more than $300
million in low-income housing tax credit equity from the tax credit allocations already awarded
by the Louisiana Housing Finance Agency (LHFA) and $108 million in Community
Development Block Grant (CDBG) piggyback funds awarded by the Louisiana Recovery
Authority Office of Community Development (LRA ~ OCD). Absent the disposition approval
granted by HUD, these projects would not be able to meet LHFA’s carryover requirements,
which would result in LHFA’s recapture of the tax credit funding allocations. Moreover, unless
demolition and redevelopment proceeds imminently, the Internal Revenue Service Section 42
federal tax credit requirements relative to deadlines for development completion (being placed-
in-service) cannot be met.

Given the complexity of the issues involved, the Department will need additional time to
provide you an appropriate response to the questions included in your letter of Friday. We intend
to expedite to you a more detailed response.

We look forward to our continued communication with you on these important matters,

Sincerely,

z

Mark A. Studdent

General Deputy Assistant Secretary
for Congressional and
Intergovernmental Relations

www.hud.gov espanol.hud.gov
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Louisiana J(ousing “Finance ﬂgency

KATHLEEN BABINEAUX BLANCO 2415 QUAIL DRIVE
OVERNOR BATON ROUGE, LOVISIANA 70808
. (225) 763-8700
MILTON J, BAILEY i FAX {226} 763-8710
PRESIDENT TYY/TDD {225) 763-8762

September 21, 2007

The Honorable Mary Landrieu, Senator The Honorable Alphonso Jackson,

724 Hart Senate Building Secretary
United States Senate United States Department of Housing and
Washington, DC 20510 Urban Development

Office of the Secretary — Room 1000
451 7" Street, SW
Washington, DC 20410

Re: HANO Redevelopments
Dear Senator Landrieu and Secretary Tackson,

This communiqué memorializes elements of yesterday's conference call concerning the
reservation of GO Zone Credits by the Louisiana Housing Finance Agency (the
"Agency") under the GO Zone Qualified Allocation Plan (the "GO Zone QAF") to
HANO's major and scattered site developments.

First, the Agency has been advised by HANO representatives that the each
redevelopment will meet the September 30, 2007 deadline for meeting the ten percent
(10%) carryover for the credits reserved to all HANO redevelopment projects. The
Agency expects to receive (on or before October 1, 2007) from each taxpayer
redeveloping HANO sites the documentation required of all taxpayers submitting
carryover documentation. This documentation will include an opinion of a special tax
counsel or an independent CPA that each taxpayer's basis is at least ten percent (10%) of
the taxpayer's reasonably expected basis in the taxpayer's project as of the later of the
~date which is'six"(6) months after the date of allocation was made-or the close 0f 2009.

Second, the Agency expects to receive from HANO or from each taxpayer redeveloping a
HANO site an updated Project Schedule for each Project in accordance with the GO Zone
QAP requirements that reflects the following benchmarks:

Date that expenditure of 10% of Project's Total Development Costs is to be achieved;
Date that final zoning will be approved;

Date that land and building are to be purchased;

Date that environmental clearance will be obtained;

R S

An Equal Opportunity Employsr
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The Honorable Mary Landrieu, Senator

The Honorable Alphonso Jackson, Secretary
Re: HANO Redevelopments

September 21, 2007

Page Two

5. Date that Construction Contract will be executed;

6. Date that building permits will be obtained;

7. Date that construction will commence;

8. Date that 10% of construction will be complete;

9. Date that 50% of construction will be complete;

10. Date that 90% of construction will be complete;

11. Date that project will receive certificates of occupancy and be placed in service; and
12. Date for submitting cost certifications.

Third, HANO representative agreed to include in each Project Schedule for each of
HANO's Projects the date that demolition at the major developments will commence so
that construction may commence.

I trust that the foregoing fairly reflects a summary that makes sure that we are all on the
same page regarding the redevelopment of HANO properties.

Sincérely,
1] L
Milton J. Bailey, Presidenl

Cc:  Mr. Wayne Woods, Chairman
Board of Commissioners
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MARY L. LANDRIEY
LOUISIANA

Mnited States Senate

WASHINGTON, DC 20510-1804

Septemiber 21,2007

The Honorable Alphonso Jackson.

Secretary

U.B. Departinenit of Housing & Urban Development
451 7% Street, SW

Washington, DC 20410

Dear-Secretary Jackson:

As Tindicated to you it vur discussion this moining, Thave'deep reservations fegarding
your‘announcement today that the U.S, Department of Housing & rban 'ngelnpnwnt (HUD)
‘plans to begin disposition/demolition of the four (4) major public housing sites i the City of New
Orlearts. Central’tothese concerds is the fact that HUD is moving forward with the demolition-of
pubichousing without adequate plans to:ensure thatrcplaecmcm housmg is developed i its
place. To.do so in the midst of an affordable Hhousing crisis in the arga, is. both short-sighted and
undermines campmhenswe Congressional efforis to solve this issue.

You indicated in our discussion that this announcement is not being made not because.
HUD s reqmred to start demolition by the Louisiana Housing Finance Agency, Instead, you told
me that BUD is'in danger of losing $7 millioni of tenant replacement votchers for these properties
attheend of thie fiscal year. Tunderstand these soncerns, but 88 winémber of the Senate
Appropriations Commitiee, I am worried that HUD did not contact my office or the
Appropriations Committee regarding the loss of these vouchers, HUD neither requested an
extension norreplacement of the vouchers. That said, given its stated importance to HANO, [
comimit to-you to pirsue an extension of these particular vouchers in the upeoming Continuing
Resolution.

Prior to Hurricane Katrina and the subsequent Federal levee failures, the Housing
Authotity of New Orleans (HANO) operated over 7,000 units of public housing in New Orleans.
5,100 of these units were ocoupied by low-income households. . HANO, as you well know; has
lotig been atroubled agenicy. HANO mismanagetnent of these propertiesiled in large part to their-
poor condition gnd the lack of sufficient opportunities for residents. It isany undeérstanding that
the current Administrative Receiver doesnot even reside in New Orleans but commuites there
from Vitginia each week. Likewise, the Chairman of the Board is'a HUD official in Fort Worth,
Texas. ‘Therefore, the current management at HANO Ieaves iy office with little Gertainty that -
Ieft on their own - that they will redevelop these properties in a responsible maniner.

Furthermore, as my staff has indicated to you, to date T have only received information on
orie (1) of the four (4) redevelopment plans for public housing sites. This site; the Lafitte
development, is a good model for developing a mixed-income community in'a responsible
mantier. The developer wotkeéd closely with:public housing residents to devislop the project.
Most impottantly the Lafitte developer is ensuring affordable housing is not lost to the
community, The Lafitte development would also meet the requirements set out in legislation
currently pending in the Congress. However, there are no guarantees that developers at the other
thee sites will do the same. For example, it is my understanding that these othier developers may
replace only a fraction of the original units, making the current housing crisis in the city even
worse, Rents in the area have increased at Jeast 40 percent since the storms-and our pre-Katrina
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homieless population 66,300 has doubled to-over 12,000 this year— further highlighting the need
for affordable housing like these sites. In'short; to annpunce deniolition, which could begin

as eatly.as November, without sufSisient planhing inplace seems irresponsible; This action will
only serve to-deepen the origoing affordable housing crisis for my constituents most in need and
firther increase distrust in the commumity with HANO/HUD,

‘ Asyou knpw Ipo-authered ‘bﬁlz 8 1668 the “Gulf Coast Housing: Recovery Act," with

authmty and dcvelopm can cmtemed mcm o :
to testify onin committee on Tumda)', Septerber 25, would, mow demolmon tomove. forwa:d in

, that: umﬁsaectgnedpmrﬁoﬂmstmﬁe‘f plate wa&xpnbhc
hon&ngototheraffm'dablehémmtsonoroﬁ"sm Owb:ﬁalwfeqmﬂmtmocmed
umtsbexeplamdwx&mmgvo&xﬂmsf m:snomtiessoftfﬁn&hlehousmgmthemy

] toda d not proy largnmes.lm'geyoumonlymnvc
forward with demolition ﬁymmnm&tthese lacestient housing req . The House of
Representatives bas already passedthescmqmremmts ‘and they are within reach oi‘ passing the
Senate Banking' Cﬁmtmtwc in the coming weeks.

In closing, Irespectfu}ly:equ:stthatnot later thari Septembe
writing the following:

24, 2007, HUD provide in

% Thecomplete redevelopment plans for the otlier three (3) public housing sites in
New Orleans

A commitment that HUD will meet the requirements for démolition/redevelopment
set out in S. 1668 -

* A response asto whether HUD will formally ask for an extension of the tenant
replacement voncliers fironi the Senate. Am)mpmﬁohs Comniittee

# Clarification on whether your announcement is due to LHFA requirements or
tenant replaeement vouchers’

Thank ¥au for your attégtion to this iinpottant matter,

Smcerely,

Mary L. Landrieu
United States Senator

Cc:  The Homorable Christopher Dodd
The Honorable Robert Byrd
The Honorable Thad Cochran
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City oF NEw ORLEANS

C. RAY NAGIN, MAYOR

e |

July 19, 2007

The Honorable Christopher Dodd

Chairman

Committee on Banking, Housing and Urban Affairs
U.S. Senate

Washington, D.C. 20510

The Honorable Mary Landrieu
U.S. Senate
Washington, D.C. 20510

Dear Chairman Dodd and Senator Landrieu:

Thank you for all you have done since August of 2005 to help New Orleans and the Gulf Coast
recover from the devastating effects of the hurricanes of that season. We have all come a long
way in our efforts to rebuild and bring our citizens home, but there is much still to be done, and
your efforts are critical to our recovery.

We applaud and support your initiatives in the realm of housing, particularly in light of the over
200,000 housing units damaged or destroyed by the storms and subsequent flooding in Louisiana
alone. We support S.1668, the Gulf Coast Recovery Act of 2007, for the many provisions that
work toward the goal of rebuilding the homes and lives of so many of our citizens.

There are many facets of this bill that deserve special attention for the critical time sensitivity of
the problems they attempt to solve. The bill provides flexibility for the use of previously
allocated funds needed to assist homeowners in rebuilding more safely. It authorizes funding to
fill a substantial gap in the program to assist homeowners to rebuild their storm and flood
damaged homes. It also fixes a punitive duplication of benefits issue requiring repayment of
SBA loans with their homeowner grants needed for repairs.

By reinforcing the need to provide public housing options and expand voucher options, the bill
creates a pathway to opportunity and economic stability for many of our working families
struggling to make ends meet. It also provides for the participation of public housing residents in
the policies and decisions that affect their lives. These efforts to provide housing and ensure
accountability on the process of demolition, conversion and reconstruction in disaster-impacted
areas are to be commended.

This bill also supports the partnership between the City of New Orleans and the New Orleans
Redevelopment Authority (NORA) with a pilot program to acquire and redevelop property in

1300 PERDIDO STREET | SUITE 2E04 | NEW ORLEANS, LOUISIANA | 70112
PHONE 504.658.4900 { FAX 504.658.4939
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accordance with the city’s recovery plan. Additionally, NORA would be the recipient of HUD
controlled FHA property to provide home-ownership opportunities for low-income families.

Finally, we would be remiss not to thank the authors of this legislation for including the call for a
GAO review of how federal dollars were distributed to support housing needs following the 2005
disaster. While we can not turn back the clock for our citizens along the Gulf Coast, we know
that there is much to be learned by our nation in the event that Americans fall victim to a disaster
of this magnitude, natural or man-made, in the future.

Thank you again for your dedication to our recovery. Your efforts combined with those of
House Financial Services Chairman Barney Frank and Housing and Community Opportunity
Chair Maxine Waters in passing the House version of this legislation, and the entire Louisiana
Delegation, will provide vital assistance to our community and help us to bring our citizens
home.

Sincerely,

C.

C. Ray Na;
Mayor
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Banking, Housing, and Urban Affairs Committee Hearing on the Guif Coast Housing
Recovery Act (S. 1668)

Written Testimony of
Judith A. Browne-Dianis, Esq.,
Co-Director, Advancement Project
September 25, 2007

Prior to Hurricane Katrina, there were 5,146 families living in public housing." On August
29, 2005, these families were among those ordered to evacuate New Orleans in the immediate
wake of Hurricane Katrina. Like the other predominately vulnerable — elderly, children, and
disabied — evacuees, they took only what they could carry and were stranded for days before
government assistance found its way to them. Like thousands of other evacuees, public
housing residents expected to return when the mandatory evacuation order was lifted six weeks
later. The basis for their expectation was eminently reasonable: Most of their homes sustained
little or no damage. Over two years later, most of these families are stili waiting to come home.

In the context of a humanitarian crisis unseen before on United States soil, the U.S.
Department of Housing and Urban Development’s (HUD) response was to shutter habitable
public housing and to shut citizens out of their homes. !n the backdrop of a colossal crisis of
affordable housing in New Orleans, HUD's response is to move forward with demolition, replace
only a fraction of the original units, and ignore the urgent need for an interim plan to bring
residents back home.

But as Congress recognized right after the storm, this is a crisis, not an opportunity.
Congress mandated that HUD preserve all public housing to the extent possible and made
available funds that HUD could and shouid have used to re-open undamaged or minimally
damaged units immediately, HUD, however, ignored Congress’ mandate. Most of New
Crleans’ public housing continues to be locked up. On September 21, 2007, HUD reiterated a
plan unveiled by Secretary Alphonso Jackson in June 2006 to demolish four of the biggest
developments — approximately 5,000 units in total ~ and to create far fewer housing units for
low-income families in New Orleans. Under this plan, most residents will remain displaced for
another three to five years, if not forever.

For months prior to that announcement, Advancement Project heard from public housing
residents that they wanted to return home but have not received an answer to their repeated
inquires as to the status of their units. Thus in late June 20086, along with attorneys Bill Quigley
of Loyola Law School, Tracie Washington, and the law firm of Jenner & Block, LLP, we filed a
federal class action lawsuit to secure their right to return. This action, Anderson v. Jackson, has
been stalled by a recent decision by the district court judge, and we anticipate that both parties
will seek review by the appellate court imminently.

We cannot ignore the role that race has played in the overali federal response to
Hurricane Katrina, For days, tens of thousands of African Americans were ieft stranded by all
levels of government as the floodwaters in New Orleans rose. Many public housing residents
were among those left behind. Many of them stayed in the sturdy, elevated, brick buildings of

*There were an additional 3,000 units that the Housing Authority of New Orleans {(HANO) kept vacant,
despite having a waiting fist of more than 8,000 families, who had applied but did not yet receive public
housing, and despite the fact that many families were not even able to get placed on the waiting list. See
Exhibit A, HANO Annual Pian for Fisceal Year Beginning 10/2003, pgs. 8-9.
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Lafitte, St. Bernard, C.J. Peete, and B.W. Cooper, where they feit safe. Days passed and the
federal government slowly came to the rescue. As many Americans watched this tragedy
unfold, they could not deny that race still matters. On the one-month anniversary of the storm,
HUD Secretary Alphonso Jackson wrote the script for what was to come when he stated that
New Orieans *is not going to be as black as it was for a long time, if ever again.? Congressman
Richard Baker (R-LA) all but applauded the tragedy, stating that “]w]e finally cleaned up public
housing in New Orleans. We couldn't do it, but God did.” No one expected that they would not
be welcomed home quickly after the trauma they suffered. But race, unfortunately, has been
front and center in the federal! response to the housing crisis in New Orleans.

Our clients want to return to their homes now. The cruel, unjust, and illegal actions of
federal and local housing agencies are incomprehensible. Residents of public housing want to
return to work, their communities, and be reunited with their families. They want to have a voice
in discussions about the future of their homes and their neighborhoods. These families have a
right to return and should be able to do so immediately.

The Congressional Housing Response

Congress’ mandate concerning affordable housing in New Orleans after Hurricane
Katrina was responsive to the magnitude of the crisis. Hundreds of thousands were displaced
in the aftermath of the storm. New Orleans’ affordable housing stock took a huge hit from
Hurricane Katrina. Of the city's approximately 142,000 units that were damaged or lost, an
estimated 112,000 — 79 percent — were affordable to low-income househoids.*

In this context, Congress directed HUD to preserve, to the extent possible, all public
housing in areas affected by Hurricanes Katrina and Rita.” Moreover, Congress appropriated
funds for this mandate, permitting fungibility between public housing and voucher funds through
Section 901 of the December 2005 supplementat bill (and by extending fungibility every year
since). The key purpose of Section 901 was to give agencies the funding and flexibility needed
to make these immediate repairs to public housing units that had not been severely damaged or
destroyed. Congressional intent was clear: to allow as many families as possible to return
home quickly.

HUD has, for the most part, not only ignored this mandate in the context of New Orleans
but has in fact done the exact opposite. The Housing Authority of New Orleans (HANQ), whose
recovery and redevelopment plan is directed by a HUD receivership team,® has not made
repairs to and has not reopened most of the units that they had deemed after the storm

?Lori Rodriguez, et al., New Orfeans’ Racial Making in the Air: Some Black Areas May Not be Rebuilt
HUD Chief Says, THE HOUSTON CHRONICLE (Sept. 29, 2005) at B1, available at
hitp:/iwww.chron. com/disp/story. mplffront/3374480 himi.

‘Charles Babington, Somse GOP Legistators Hit Jarring Notes in Addressing Katrina, THE WASHINGTON
PosT (Sept. 10, 2005), at A04, avaifable af hitp://www washingtonpost com/wp-
dyn/content/article/2005/09/09/AR2005090801930.htmi

NLIHC Estimates 71% of Units Lost in Gulf Coast Were Low Income, Nationa! Low Income Housing
Coalition, available at http://www.nlihc.org/detail/article.cfm?article id=26708id=48.

SAct of Dec. 30, 2005, P.L. 148; 119 Stat, 2680.

8in 2002, HUD placed HANO in receivership. As a result, through its management team, HUD is
responsible for managing the day-to-day operations of the housing authority, including the assessment of
damages to HANO's public housing units and redevelopment plans. HUD Names New Recovery Advisor
and Receiver to Advance Current HANO Hurricane Recovery Efforts (Apr. 14, 2008), available at
http:/iwww hud.gov/news/release.cfm?content=pr08-043.¢fm. For this reason, this Statement refers to
the actions taken by HANO as those taken by HUD.
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habitable or repairable. Furthermare, HUD plans to start demolishing this habitable housing as
early as November, an act, if allowed to move forward, will keep thousands of public housing
families displaced for years, if not forever.

HUD’s response to Hurricane Katrina in New Orleans

HUD's plans in New Orleans has transitioned over time from promises of welcoming
families home quickly to plans of re-development over a period of several years, with no interim
plan of bringing home all of the families who not only want to return but have a right to return.

In its initial assessment after the hurricane, HANO determined that most developments
had units that could be reopened with some work. Specifically, HANO found that:

= St. Thomas and Fischer developments experienced only minor damage;

»  lberville, Guste, C.J. Peete, Lafitte, and BW Cooper experienced minor to moderate
damage (though around 300 units in BW Cooper experienced no flooding and little wind
damage); and

*  St, Bernard, Florida, and Desire sustained some severe damage.” (But even in these
cases, the presence of damage often was restricted to first floors, not upper floors where
the flooding did not reach.)®

HANO announced that they intended to clean, repair and open Ibervilie first, followed by
C.J. Peete, then a quadrant of about 300 units at B.W. Cooper, and finally, Lafitte.®

As the one-year anniversary of Hurricane Katrina approached, these promises remained
unfuifilled and appeared to be retracted. During the months following the storm, HANO boarded
up and fenced off several developments. Steel plates were mounted on the doors and windows
of Lafitte. Fences were erected, topped with razor wire, around St. Bernard, Florida, and B.W.
Cooper. Although HANO claimed they were securing the buildings, residents accurately
perceived that they were being kept out of their homes. Moreover, the buildings were not
uniformly secured; C.J. Peete, for example, was left wide open and therefore the homes and
infrastructure in that development were damaged from vandatism.

Then HUD made known its objective. On June 14, 2008, Secretary Jackson anriounced
a plan to demolish four of New Orleans’ largest developments, with more than 5,000 units
among them: C.J. Peete, B.W. Cooper, Lafitte, and St. Bernard.' The plan would constitute the
largest demolition in the city's history,” destroying more than 70 percent of New Orleans public
housing stock, which totaled 7,10C units.

"Housing Authorily of New Orleans Post-Kalrina Frequently Asked Questions, available at

hitp://www.hano.org.

Bill Sasser, Locking Out New Orleans’ Poor {June 12, 2006), available at
http://www salon.com/news/feature/2006/06/12/nola_housina/index _np.himl.

See Exhibit B, Housing Authority of New Orleans Post-Kalrina Frequently Asked Questions (Apr. 2006).
Ysee Exhibit C, HUD Outfines Aggressive Plan to Bring Families Back to New Orleans’ Public Housing

June 14, 2006).

*Susan Sauiny, 5,000 Public Housing Units in New Orleans Are to Be Razed, THE NEW YORK TIMES
{June 15, 2006), available af
hitp:/fwww.nytimes.com/2006/06/15/us/15housing. him!?ex=1308024000&en=7¢1599e4112fed5d&ei=508
8&partner=rgsnyt&.
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HUD rationalized its decision to raze these affordable housing units by stating that they
endured significant damage, despite the prior acknowledgment that some of these units
suffered only minor water damage and many could be habitable again once repaired.™

Furthermore, HUD and HANO moved forward with plans for redevelopment despite the
fact that it is much cheaper to repair units than to demolish and rebuild them. HUD estimated:

» The cost to repair Lafitte public housing deveiopment is $20 mifion. The cost to
completely overhaul the development $85 million. The estimated cost for demolishing
and rebuilding Lafitte is more than $100 million.

= The cost to repair St. Bernard public housing development is $41 million. The cost to
substantially modernize the development is $130 million. The estimated cost to
demolish and rebuild St. Bernard is $197 million,

» The cost of substantially ranovating B.W. Cooper pubiic housing development is $135
million. The estimated cost to demolish the development is $221 miliion,"

Even these estimates of demolition and redevelopment are questionable. Subsequent
HUD documents indicate that HUD may not know how much redevelopment wili cost."

Furthermore, the current redeveiopment plans will further exacerbate the affordable
housing crisis by eliminating 3,200 public housing units:

= - St. Bernard will go from 1,400 apartments to 465 apartments, only 160 of which will be
public housing units for very low-income famifies. There will be 160 tax-credit, mixed-
income and 145 market-rate units.

= C.J. Peete will go from 723 units to 410, 154 will be public housing eligible, 133 tax-
credit, mixed-income and 123 market-rate units.

« B.W. Cooper will go from 1546 to 410, 154 will be public housing eligible, 133 tax-credit
mixed-income, and 123 market-rate units."

The justification proffered for the demolition is questionable. Documents obtained from
HANO indicate that HUD and HANO misled the public to justify their plans. As officials were
drafting talking points about their plan, William Thorson, the HANO receiver (a HUD employee
appointed by HUD to run the day-to-day operations of HANQ), recommended that staff “tak(e]
photos of the worst of the worst ... Pictures are worth a 1,000 words,” and to check for the
presence of lead apparentiy not to evaluate safety, but to justify its demolition plans even

“Eour N.O. Housing Developments Will Be Demolished, THE TIMES-PICAYUNE (June 16, 2006), available
af hitp:/iwww.nola.com/news/t-p/frontpage/index.ssf?/base/news-5/1150356980188590.xmi&coll=1.
YExhibit D, Housing Authority of New Orleans: Preliminary Recovery Flan for the Redevelopment and
Repair of Public Housing Properties: Summary, pgs. 18,22,24.

45 Exhibit E, Email from William C. Thorson to Kedrin T, Simms, copied to Kevin Gallagher, Patricia
Arnaudo, Dominique G. Blom, Jeffrey Riddel, Donald Babers, Justin R. Ormsby, re: Public housing (Aug.
2, 2008) (*The issue of rebuilding costs is somewhat of a premature issue for HANO at the moment.”)

' Requests for Qualifications for B.W. Cooper, C.J. Peete, and St. Bernard, available at

hitp:if hano.orgfcontractors. him
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though “the per unit cost [of repairs] is relatively low.”*® Thorson also directed staff to use scare
tactics by using news articles about murders at another development, “the idea being that
reopening Lafite as before would create another Iberville.””” In another instance, HUD admits
that the interior damage in C.J. Peete is minimal and overall it was moderate, but makes note
that since Hurricane Katrina, the vacant property has “become a prime location for retail and
residential development.”™® HUD's plan is clearly not about habitability and cost of repairs. Nor
is HUD concemed about the immediate affordable housing crisis or the despair of displaced
survivors of Hurricane Katrina. Many observers believe this is about race, class and prime land.

To date, HUD has failed to make good on the little it has promised to residents. HUD
promised to open 2,000 units by August 2008. Over a year after this target date, only 1,324
units have been reoccupied. HUD and HANO cannot be trusted to ensure the return of families.
in fact, HANO falsely claimed to repair units and have them ready for reoccupancy. A HUD
memo;at:ndum reveals that 250 units HANO claimed to repair but that remain unoccupied "never
existed.”

White HUD and HANQ have moved slowly to bring families home, they have
aggressively pursued their Elans for demolition. HANO did not want to consuit with residents
about the demolition plans,® as required by law, and in fact, did not. Instead, HANO held one
public hearing regarding all developments, but oniy at the behest of the federal court. in the
Spring of 2007, HUD awarded redevelopment contracts for the St. Bernard, C.J. Peete, and
B.W. Cooper developments (HUD awarded the redevelopment contract for Lafitte in August
20086). HANO recently submitted its complete demolition and disposition application to HUD for
review. A mere two days later, on September 21, 2007, HUD announced the approval of
HANO's application and stated its intent to begin demolition by November. The law requires
HUD to consider evidence inconsistent with what is presented in the public housing authority's
application before approving demolition.?! We are aware of two letters submitted to HUD’s
Special Application Center that provided evidence clearly inconsistent with HANO’s demolition
and disposition application.? But HUD's extremely swift approval indicates that HUD failed to
considered such evidence with due diligence, or at all.

Residents’ Right to Return and Right to a Voice

For months after Hurricane Katrina, residents of public housing attempted to return
home but were unsuccessful. When the mandatory evacuation was lifted, many public housing
residents returned with the masses of other New Orleanians hoping to ciean up and resume
their fives. But residents of public housing were not welcomed. Residents reported being
forced by police officers to leave their perfectly habitable units. Other residents, happy to find
that their homes untouched by the flood waters, were told by HANO that they could not re-
occupy them; HANO staff told them they would let them know when they could move back in but

®Exhibit F, Emait from William C. Thorson to Jeffrey Riddel, copied to Dominique G. Blom, C. Donald
gabers. and Justin Ormsby, re: working draft of talking points (Aug. 4, 2006).
d.

®Exhibit G, HANO Preiiminary Recovery Plan, C.J. Peele Housing Development (Apr. 24, 2006).
®Exhibit H, Memo to C. Babers, HANO Chairman, from Alfred C. Jurison, Reoccupancy Team Principal,
et al., Re: HANO Public Housing — Reoccupancy Team Debriefing Report (Dec. 13, 2006).

2Exhibit §, Email from William C. Thorson to Sheliey Smith, et al., Re: Demo Game Plan (July 21, 2006)
("The public/Resident portion of the process is the most controversial not to mention time consuming. it
would be nice if we could by pass the public portion...[i]f there was a way to do that, it would be swell.”)
%560 42 U.S.C. § 1437P(b)(1) (2007).

23509 Exhibit J, Letters from the Greater New Orleans Fair Action Housing Center and the National
Housing Law Project, et al,, to HUD's Special Application Center.
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they heard nothing. Most public housing residents have lived in limbo in far away places,
uncertain about their futures and never getting answers to which they are legally entitied.

Although time has passed, a majority of public housing residents still want to come
home. |n October 2008, HUD reported that an estimated 65 to 70 percent of the families want
to return to New Orleans.? We believe the number is higher. in fact, according to a survey
conducted by Providence, one of the agencies with whom HUD contracted to redevelop the
Lafitte development, 90 percent of the Lafitte residents want to return. Because of the
contradictory and unreliable data, the court ordered HANO to commission a survey of public
housing resident to determine how many want to return. That survey currently is underway.

in our experience of talking with nearly 1,000 residents, many residents are, in fact,
desperate to return home. The reasons are unsurprising. They have been separated from their
homes and the surrounding communities and are dispersed throughout other parts of Louisiana,
in Texas, Georgia, Fiorida and other states. For many of them, this is their first time outside of
their beloved New Orleans. They have been separated from their families or forced to live in
cramped and inadequate conditions in the homes of friends and family members. As displaced
persons, many have encountered stigmatization and discrimination. Many have been unabie to
find employment in their new cities, a problem that the statistics have confirmed is pervasive: in
September 2006, the Bureau of Labor Statistics estimated that the unemplioyment rate for
Hurricane Katrina evacuees who remain displaced is triple that of those who have returned.
Most are falling deeper into poverty as they struggle to pay utilities and other expenses
associated with displacement. Many public housing residents who have returned to New
Orleans have become part of the city's homeless population, which has doubled since the
hurricane to over 12,000 this year.?® in addition to the trauma they underwent in the days and
weeks after Katrina, the most vulnerable residents now suffer from the strain of displacement.®
While the cause for their initial displacement may not have been avoidable, residents’ continued
suffering clearly is preventable.

Uncertain as to their future and suffering severely in their present circumstances, HUD's
June 2006 demolition announcement came as another devastating blow to residents. On June
27, 2006, we filed Anderson v. Jackson, on behalf of afl New Orieans public housing residents,
all of whom are African American, who were displaced from their units in the aftermath of
Hurricane Katrina and who want to return to their homes and to New Orleans. The action was
filed against Secretary Alphonso Jackson, HUD, HANO, C. Donald Babers (HUD appointee as
HANO Board of Commissioners), and William C. Thorson (HUD appointee as Executive
Administrator), in the U.S. District Court for the Eastern District of Louisiana.

%596 Exhibit K, Letter from Secretary Alphonso Jackson to the Honorable Barney Frank (Oct. 3, 2006),
. 8.
?‘gSee Katy Reckdahl, Razing @ Community: Second in a two-part series, GAMBIT WEEKLY, Oct. 31, 2006,
available at hitp://www.bestofneworleans.caom/dispatch/2006-10-31/news_feat.php
“paccording to the New Orleans Police Department spokesperson, this surge in homelessness is
*draining resources.” See John Moreno Gonzales, Homeiess on the Rise in New Qrleans, ASSOCIATED
PRESS, August 19, 2007, available at
hitp://www.boston.com/news/nation/articles/2007/08/19/homelessness on_the rise in_new_orleans/.
See also Bill Sasser, Surge in Homelessness Hits New Orieans, CHRISTIAN SCIENCE MONITOR, March 28,
2007, available at hitp.f, .csmonitor.com/2007/0328/p03s03-ugsc.html.
%For a thorough discussion of the deleterious impact of displacement and community dismemberment,
see Mindy Thompson Fullilove, Roof Shock: How Tearing Up Cily Neighborhoods Hurts America, and
What We Can Do About If (2004).



140

The Anderson v. Jackson lawsduit alleges that, by failing to re-open public housing and
subsequently proceeding to destroy the residents’ homes, the defendants have violated federal
and state laws. First, defendants’ refusal to permit the return of these 4,000 families has an
adverse impact on African-Americans and thus is unlawful under the Fair Housing Act (Title Vil
of the Civil Rights Act of 1968). Statements of officials such as Secretary Jackson and actions
taken also violate the Fair Housing Act by denying housing on the basis of race, Second, the
defendants’ actions and inaction constitute violations of the U.S. Housing Act of 1937. By failing
to repair units leaving them to further deterioration, defendants have effected a de facto
demolition in violation of the U.S. Housing Act. in addition, defendants’ failed to consult with
residents about the demolition as iegally required. Third, plaintiffs assert that by denying them
their homes without notice or an opportunity to be heard, defendants’ actions violate the Due
Process Clause of the U.S. Constitution. Fourth, plaintiffs make various state claims derived
from their ights under their valid ieases.

Lastly, plaintiffs placed their right to return in the larger context of international human
rights. For several years, the United States has been a co-sponsor of the United Nations'
resolution that adopted the “Guiding Principles on internai Displacement.” According to this
document, which has been endorsed and expounded upon by the U.S. State Department,” the
victims of Katrina are “internally displaced persons” because they were displaced within their
own country as a resuit of a natural disaster. By not permitting displaced residents to return,
and by not making special efforts to ensure their fulf participation in the planning and
management of their return or reintegration, HUD is violating internationat law.

Residents of public housing were marginalized and neglected by HUD and HANO prior
to Hurricane Katrina ~ nothing has changed. Federal law requires that residents be consulted
prior to demolition of public housing ostensibly so that they may participate in decisions about
their homes and communities. HUD and HANO wanted to short-circuit this process. As HUD'’s
appointed receiver to HANO, William Thorson, admitted: “The public/Resident portion of the
process is the most controversial not to mention time consuming. It would be nice if we could
by p?sg the public portion of the PHA plan process...|f there was a way to do that, it would be
swell.”

Accordingly, HANO paid lip service to the consuitation process by hosting one
consultation meeting to address demolition of ail four developments more than five months after
HUD's June 14, 2006 demolition announcement. In fact, it was not until Judge lvan Lemelle
(E.D. LA) pressured the Anderson defendants to consuit residents that they made a minimal
attempt to do so. HANO finally convened one en masse resident consuitation meeting on
November 29, 20068. HANOQ held only one meeting in New Orleans (when the majority of
residents are displaced outside of the city), addressed all developments at one time, provided
no transportation, held the meeting on a week night when residents praviously stated that a
weekend was far better, and held it at a location that was not handicap accessible and where
the public transportation stopped running before the mesting ended. Several residents reported
that they never received notice of the meeting.

Despite these significant barriers, resident participation at the November 29, 2006
meeting was overwhelming, iflustrating residents’ profound interest in having input into decisions
concerning their homes and city. An estimated 350 people attended the meeting, including

' Saq Exhibit L, Advocates for Environmental Human Rights, Recommendations for Prevenling Human
Rights Abuses in the Reconstruction of the Hurricane-Damaged Gulf Coast Region of the United States.
*Seg supra note 20.
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residents who traveled from Texas, to oppose the demolition. About 50 individuals provided
comments on HANO'’s demolition and disposition plans. Approximately 30 residents and four
elected officials provided comments; the balance was community stakeholders. The residents
who provided oral comments represented each public housing development and some
scattered sites. Each and every speaker voiced opposition to HANO's pian. Not one person
spoke in favor of demolition. Their message loud and clear —- they do not want their homes
demolished.”

In addition to questioning the consuitation process, the Anderson litigation challenges
defendants’ assertions that thousands of units of New Orleans public housing are uninhabitable.
In October of 2008, we sent an architecture expert from MIT and a mold expert (who has
conducted many post-Katrina reviews) to assess a sample of the units in each of the four
developments. The experts found that:

= The “great majority of the units ha[ve] no visible mold growths” and the work necessary
to remove mold “would be minimal consisting mainly of housecleaning and sanitizing the
room surfaces.”*

* Damage at Lafitte is “minor” and “easily repaired.”’

= C.J. Peete i "substantially intact and recoverable,” and [m]any units are in good
condition."®

= First-floor units at B.W. Cooper received “minor damage commensurate with the level of
flooding,” and only minor repairs are required in the upper units.**

» Second and third floor units at St. Bernard are also in good condition.*

The architecture expert found no structural or nonstructural damage was found that would
reasonably warrant any cost-effective building demolitions. He concluded that demolition is not
supported by the evidence. He further stated:

°[Rleplacement with contemporary construction would yield buildings of lower quality and
shorter lifetime duration, the original construction methods and materials of these projects
are far superior in their resistance to hurricane conditions than typical new construction and,
with renovation and regular maintenance, the lifetimes of the buildings in all four projects
promise decades of continued service that may be extended indefinitely.”™®

#An official transcript of the November 29, 2006 HANO resident consultation meeting is available at
hitp:/iwww justiceforneworleans. org/index.php?module=article&view=7 18c2ffc9a09089e4096a701be34f
2d1a3=a78{55e0dfe0ef647df64343e8324eh5.
Exhibit N, Declaration of David Martinez, at 1 6-7.
3Exhibit O, Declaration of John Femandez, at § 7.
*1d, at 8.
¥rd, at§ 9.
Mg, at { 10.
¥1d, at §12.
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These expert assessments confirm what the residents themselves already knew: The
New Orleans public housing developments are amongst the most valuable, durable, and solid
buildings in New Orleans.*

HUD Worsens Affordable Housing Crigis

Since 1996, the number of public housing units in New Orleans has been drastically
reduced. In 1996 there were 13,600 units; only 7,100 units were left at the time of Hurricane
Katrina, of which only 5,146 were occupied. Hundreds of units were vacant, slated for
demolition prior to Hurricane Katrina but the need for affordable housing was immense.
Approximately 18,000 families (approximately 8,000 for public housing and 10,000 for Section 8
vouchers) were on HANQ's waiting list in 2005. Hurricane Katrina and HUD exacerbated this
crisis of affordable housing.

As noted previously, out of the 142,000 units that were damaged or lost in New Orleans due to
Katrina, 112,000 —~ 79 percent — were affordable to low income households. The rebuilding of
these units or new affordable housing has been painstakingly slow. The Louisiana Hurricane
Housing Task Force in December 2006 stated that there is an 'urgent need" for 45,000
affordable rental units in Louisiana, 30,000 in New Orleans alone.” According to a June 2007
report by PolicyLink, Louisiana’s plan for repairing rental homes damaged or destroyed will
replace only two-fifths of this housing.®® Rental rates continue to be at least 40 percent higher
than the pre-Katrina rates, and the cost of insurance and construction continues to escalate. As
of April 25, 2007, FEMA reported that 31,418 households continue to receive rental assistance,
and B1,650 are still living in trailers.®®

In this stark scenario, it is nothing short of shocking that HUD would be opting for the
least swift, most costly way to deal with public housing in New Orleans. A number of displaced
public housing residents have been receiving vouchers through the Disaster Voucher Program,
which provides up to $1,480 a month for rental assistance. in the own words of HANO's
counsel, this is “a very generous governmental housing benefit.” But the residents are not
looking for a generous government solution. What they need is an expedious, effective solution
that will help them return home to New Orleans.

Furthermore, these vouchers, and other housing vouchers, are useless in New Orleans.
With an occupancy rate of nearly 100 percent, residents cannot find available housing upon
which to utilize vouchers. In the rare instance in which a vacancy exists, landlords will not
accept housing vouchers. For a snapshot assessment of housing available to voucher
recipients, we conducted a survey in partnership with Common Ground Coliective. Of the 238
apartment complexes called, five were immediately available to voucher recipients, of which one
was exclusively for elderly renters. Approximately 16 apartments reported to accept vouchers

*in addition to the issue of habitability, the historic preservation community has raised concerns about
the demolition pians. See Exhibit P, Letter from the Nationai Trust for Historic Preservation to the
Honorable Alphonso Jackson (Dec. 6, 2008). See also Nicolai Ouroussoff, Al Fall Down, THE NEW YORK
TiMeS (Nov. 19, 2006), available at
hitp.f/www.nytimes.com/2006/1 1/19/weekinreview/19curoussoff. htmi?ei=5088&en=e2951ab 8880134058
=13215924008&partner=rssnyt&emc=rss&pagewanted=print.
Deon Roberts, Unaffordable Problem: N.O. Nesds 30,000 Low-Income Rental Units, NEW ORLEANS
CiTYBusiNESS (Dec. 4, 2006), available at .
hitp:/fwww_neworleanscitybusiness . com/viewStory.cfm?reciD=17465.
See PolicyLink, Bringing Louisiana Renters Home"* An Evaluation of the 2006-2007 Gulf Opportunity
Zone Rental Housing Restoration Program, available at www.policylink org/documents/LRHC pdf.
BExhibit P, FEMA, Katrina and Rita: Direct Financiai Housing Assistance Breakdown as of 04/25/2007.
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but were not accepting recipients at the time — these apartments had wait lists ranging from
three months to two years; one apartment had 1,200 applicants on a waiting list; others reported
that their waiting list was closed indefinitely.

HUD defends its plan to demolish most of New Orleans’ public housing stock at a time
when the city still cannot house the majority of its residents by ciaiming that its plan to replace
the existing stock with privately-owned, mixed-income developments is a way to deconcentrate
poverty and build better housing. But as a New York Times architecture reporter noted, “[t]his
argument seems strangely disingenuous in New Orleans,™*® The reporter went on: “Built at the
height of the New Deal, [New Orleans'] public housing projects have littie in common with the
dehumanizing superblocks and grim plazas that have long been an emblem of urban poverty.
Modestly scaled, they include some of the best public housing built in the United States.™!

Residents’ Demands

New Orleans public housing residents want to return home. They are tired of living
dispersed throughout the United States with no indication of when they can return. They want
to resume their lives in New Orleans and to be a part of the rebuiiding of their city, their
communities, and their homes. -

Residents want the immediate return of public housing families to their habitable pre-
Katrina units. In addition, they seek to have a genuine consultation process regarding any
redevelopment plans of their homes. They want to ensure that every family that resided in
public housing pre-Katrina has the right to return to a public housing unit in New Orleans.
Lastly, they seek to at minimum preserve the number of affordable housing units in New
Orleans to accommodate the overwhelming need.*?

On behalf of displaced and locked out public housing families of New Orleans who want
to return to New Orleans, | urge Congress to take all steps necessary to expeditiously return
residents to their homes and to ensure that they may participate in decisions about the future of
their communities.

:‘;See supra note 38 Nicolai Ouroussoff, Al Falf Down, THE NEW YORK TIMES.,
id

“2ps in the case of HUD's respanse in Mississippi, there must be a mandate of one-for-one replacement
in New Orleans. See Jackson Approves $100 Million Progrem to Help Five Mississippi Public Housing
Authoritles to Recover from Hurricane Kalrina (Aug. 17, 2006) available at

hitp:/iwww. hud. govinews/release.cim?content=pr06-098.cfm
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“Two Years After the Storm: Housing Needs in the Gulf Coast”
Senate Committee on Banking, Housing and Urban Affairs

Statement Submitted for the Record by Amnesty International USA
September 25, 2007

Introduction

Amnesty International USA commends the Senate Committee on Banking, Housing and Urban Affairs
for examining conditions in the Gulf Coast related to Hurricane Katrina and urges all Senators to support
passage of the Gulf Coast Housing Recovery Act of 2007 (S.1668). Amnesty International believes that
the best and most effective way to secure and rebuild lives is by utilizing human rights laws, guidelines
and structures.

Amnesty International’s 2.2 million worldwide members are dedicated to working on behalf of economic,
cultural, social, civil, and political rights. For more than four decades, our work has been guided by the
Universal Declaration of Human Rights and other international standards as these have evolved, including
the Guiding Principles for Internaily Displaced Persons. Our most recent annual report summarizes
human rights concerns in 149 countries and territories. We are an independent and non-partisan
organization and receive no funding from any government.

We are pleased and honored to provide a statement for the record for today’s hearing. Our statement
demonstrates how adequate housing is a recognized human right under international standards and
obligations, and describes the public housing situation in New Orleans before and after Hurricane Katrina,
along with other related human rights concerns. It provides a brief background on the Guiding Principles
and promotes their applicability to public housing concerns in New Orleans. We conclude with
recommendations for Congressional action.

Adequate Housing as a Human Right

The right to adequate housing guarantees access to a safe, habitable, and affordable home with protection
against forced eviction. Without adequate housing, an individual is vulnerable to human and natural
forces, compromising other human rights including family life, health, education, employment and
privacy. The right to adequate housing is clearly supported by international law, starting with the
foundational Universal Declaration of Human Rights.

“Everyone has the right to a standard of living adequate for the health and well-being of himself
and of his family, including food, clothing, housing and medical care ...”
The Universal Declaration of Human Rights (UDHR), Article 25,

The Universal Declaration of Human Rights was adopted by the United Nations General Assembly in
1948, by a unanimous vote by all member countries, including the United States. The right to adequate
housing has been reaffirmed in the International Convention on the Elimination of All Forms of Racial
Discrimination, to which the USA is a party, states:

“States parties undertake to prohibit and eliminate racial discrimination in all of its forma and to
guarantee the right of everyone, without distinction as to race, colour, or national or ethnic origin
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to equality before the law, notably in the enjoyment of the following rights:...(e) in particular...
(iii) the right to housing.”

International Convention on the Elimination of All Forms of Racial Discrimination (ICERD),
Article 5.

The right to adequate housing is also protected in Article 14(2)(h) of the Convention on the Elimination
of Discrimination Against Women, Article 27(3) of the Convention on the Rights of the Child, and
Article 11 of the Inteational Covenant on Economic, Social and Cultural Rights, all of which have been
signed, but not ratified, by the United States. The International Covenant on Civil and Political Rights
(ICCPR), which the US has ratified, also includes “the right to participate in the conduct of public
affairs”. The latter has been interpreted broadly: "the conduct of public affairs, referred to in paragraph
(a), is a broad concept ... It covers all aspects of public administration, and the formulation and
implementation of policy at international, national, regional and local levels."

The status of the right to adequate housing in international human rights law and standards, including in
conventions which the USA has signed and ratified is clear and unequivocal. States’ obligations related to
the right to adequate housing include to respect that right throngh non-interference, to protect it from
interference by third parties, and to fulfil the right through concrete, targeted and effective steps to
achieve progressively the full realization of the right, including through prohibiting and eliminating
discrimination in the realization of the right, and prioritizing the most vulnerable, including those affected
by natural disasters.”

Despite the clear and unequivocal status of the right to adequate housing in international human rights law
and standards, including in conventions which the USA has signed and ratified, it remains true that 100
million people in the world have no place to live and over a billion are inadequately housed, according to
UN estimates.' Courts worldwide are increasingly acting to uphold housing rights where governments
have failed to comply with their obligations to respect, protect and fulfill these human rights.?

New Orleans Housing Before August 2005

The significant risk of hurricane-induced flooding in New Orleans was experienced and understood after
the 1965 Hurricane Betsy flooded 164,000 homes.® Betsy’s rainfall and storm surge caused levees along
the Industrial Canal and the Mississippi River Gulf Outlet to fail, leading to devastating flooding. When
the levee system was rebuilt after Betty by the Army Corps of Engineers, it was engineered to only
withstand a fast moving Category 3 Hurricane, despite the risk of future Category 4 or $ hurricanes that
could put parts of New Orleans under 20 feet of water.’ For fifty years, the United States employed a
levee system that could not protect millions of New Orleans residents from the significant loss of life,
housing, and well-being that would accompany a major hurricane.

Residents of public housing developments were forced to evacuate from Hurricane Katrina due to minor
flooding and the lack of governmental services following the hurricane. The U.S. Department of Housing

! United Nations Press Release, “Commission on Human Rights Hears Reports from Special Rapporteurs on Rights
to Housing, Health and Education,” 29 March 2005.

% The Constitutional Court of South Africa, for example, has upheld the right to adequate housing in a wide range of
cases including Government of the Republic of South Afvica v Grootboom, {2001} 4 SA 46 (CC); the Indian Supreme
Court held that forced eviction would result in a deprivation of the ability to earn a livelihood. The Court further
noted that the ability to earn a livelihood was essential to life and thus the forced evictions would result in a
violation of the right to life as embodied in Article 21 of the Indian Constitution in the case of Olga Tellis v.
Bombay Municipal Corporation (1985, 3 SCC 545).

3 PBS series, Nova, “Storm that Drowned a City”.

* Civil Engineering Magazine, “The Creeping Storm,” June 2003.
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and Urban Development (HUD) reportedly plans to demolish and rebuild these developments,’ however
residents, advocates® and some experts’ believe the existing public housing units could be renovated and
reoccupied by the former residents.

The four main public housing developments currently closed to residents and being considered for
demolition were built immediately following the passage of the U.S. Housing Act of 1937; this legislation
instituted the U.S. Housing Authority and tasked it with providing public housing for low-income
families. The projects now slated for demolition — CJ Peete/Magnolia, B.W. Cooper/Calliope, St.
Bernard, and Lafitte - encompassed 4534 units and stand in the third, sixth and seventh wards.?

During the past twenty years, there has been growing pressure to demolish public housing developments
as the buildings stood on centrally located and thus valuable land. By the time Hurricane Katrina made
landfall, the number of existing public units had decreased from a high of 13,694 in 1996 to 7,600 in
2005, with only 5146 of those units occupied.” An example of this reduction was the replacement of the
1,600 unit St. Thomas project with the mixed income River Garden development, with as of 2007 only
approximately 247 units set aside for low-income tenants.'® This decrease of approximately 85% of
affordable housing units in this particular case is of concern as reductions of this magnitude could be
replicated if demolition of the four projects occurs,

The Department of Housing and Urban Development (HUD) defines its mission as “[increasing] access to
affordable housing.” Yet HUD’s support of Hope VI'' funding for demolition of low-income housing in
favor of mixed-income units runs counter to the Department’s stated goal. This changed emphasis has
accelerated a slow drumbeat of decreased access to affordable housing into a race to take advantage of the
impact of Katrina.

5 Anne Hawke, HUD To Demolish Four New Orleans Housing Projects, NPR, June 18, 2006,

hitp://www.npr.org/templates/story/story.php?storyld=5493936.
© A Storm Over New Orleans Public Housing in Katrina Wake, Salt of the Earth, January 2007, available at:

htip://salt.claretianpubs.org/sinews/2007/01/sjin0701d.html; Kari Lydersen, New Orleans Public Housing Residents
Set to Fight Off Developers, The Newstandardnews.net, February 27, 2006, available at:
http:/mewstandardnews.net/content/index.cfm/items/2868 (Citing to Dr. Marty Rowland’s tour of St. Bernard, a
civil engineer, told reporters that all of the first floor apartments which suffered water damage could be livable again
with rewiring and restoration of utilities while second and third floor units were hardly damaged at all).

7 See Declaration of John E. Fernandez, Anderson v. Jackson, Civil Action No. 06-3298, available at;

http://www justiceforneworleans.org/ifnodocs/Declaration.pdf (John Fernandez, an associate professor of
Architecture at M.L.T. stating his inspection and assessment “did not find any conditions in which the integrity of the
structure and exterior envelope of the buildings or the interior conditions of residential units themselves could not be
brought to safe and livable conditions with relatively minor investment.”); Reckdahl, Katy, Like a Ton of Bricks,
Best of New Orleans.com, October 24, 2006, available at: http://www.bestofneworleans.com/dispatch/2006-10-
24/news_feat.php (noting that during a recent walk through of the Lafitte housing development, Katrina water lines
were clearly below the top of the buildings’ foundations).

8 Policy Link, “Bringing Louisiana Renters Home: An Evaluation of the 2006-2007 Gulf Opportunity Zone Rental
Housing Resoration Program”, June, 2007, Appendix 4, available at:
http://www.policylink.org/documents/LRHC pdf .

® Times Picayune, “Activists Link Homelessness to Federal Spending Priorities,” Gwen Filosa, November 15, 2006.
'° There are currently 122 units available to low income residents, of which only 59 are occupied. However, 125
more units of the 310 that are planned to be constructed in the future are to be made available for low income
residents via a settlement agreement between former St. Thomas residents and the Housing Authority of New
Orleans (HANO). See, Finch, Susan, “Plan for Resettling Public Housing Residents Ok’d,” The Times-Picayune,
July 10, 2007, available at: http://www.nola.com/news/t-p/frontpage/index.ssf?/base/news-

22/1184050828169470 xml&coll=1. Bureau of Government Research, “Protecting New Orleans’ Tax Base” report,
March, 2007; Times Picayune, “Nagin Asks to Take Over Road Home,” Gwen Filosa, February 22, 2007,

' HOPE V1 program (Housing Opportunities for People Everywhere): combines Federal grants for physical
revitalization with funding for management improvements and supportive services to promote resident self-
sufficiency.
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New Orleans Housing Post-August 2005

Two years after Hurricane Katrina, 865 units in the Lafitte Development that were occupied prior to
Katrina are closed; 963 occupied units in the St. Bernard are closed; 712 of the 1,015 occupied units in
the B.W. Cooper are closed; and 144 in the C.J. Peete are closed, totaling 2684 units of the 2987 occupied
prior to Katrina.”  Foundational to the right to retum is housing, but with more than 52% (2684 of the
5146) of the total public housing units that were occupied prior to Katrina, currently closed and facing
demolition'®, HUD,(as controlling agent through receivership of the Housing Authority of New Orleans)
has almost single-handedly eliminated affordable housing in New Orleans. Without public options,
private rentable housing is difficult to obtain and rent has increased up to 35% for a two bedroom
apartment in Orleans Parish since Katrina .**

Other Human Rights Considerations

Human rights affected in the immediate and long-term aftermath of the hurricane are diverse and
significant, and do not just include economic and social rights, but also political and civil rights. The
United States has ratified the International Covenant on Civil and Political Rights, yet has failed to upholc
rights protected under the Covenant that include Articles 2 (discrimination), 6 (life), 12 (movement), and
26 (discrimination). After Katrina, thousands of mainly poor and African American residents were left
stranded for days in increasingly desperate and unsafe circumstances, without adequate food, housing or
access to even emergency health care. Many were left vulnerable to attack.”

The lack of housing opportunities for thousands of New Orleans residents is compounded by the absence
of schooling, mental and physical health care opportunities and increased criminal and domestic violence.
These challenges are most keenly felt in communities marginalized by race, ethnicity and class.’®

There are also environmental concerns that must be taken into consideration when planning the return of
those internally displaced as a result of Hurricane Katrina. For example, in soil samples collected by the
Environmental Protection Agency (EPA) and analyzed by the Natural Resources Defense Council
(NRDC), a non-profit environmental organization, over the five months immediately following Hurricane
Katrina, the NRDC found levels of arsenic that “potentially pose a significant cancer risk, according to
EPA Guidelines.”"’ Furthermore, according to the Federal Government Accountability Office (GAO),

12 Policy Link, “Bringing Louisiana Renters Home: An Evaluation of the 2006-2007 Gulf Opportunity Zone Rental
Housing Resoration Program”, June, 2007, Appendix 4, available at:
http://www.policylink.org/documents/TL RHC pdf .

8Times Picayune, “Activists Link Homelessness to Federal Spending Priorities,” Gwen Filosa, November 15, 2006,
see also Policy Link, “Bringing Louisiana Renters Home: An Evaluation of the 2006-2007 Gulf Opportunity Zone
Rental Housing Resoration Program”, June, 2007, available at: http://www.policylink.org/documents/LRHC.pdf.

' Thomas, Greg, “Rental Rates Fall With Deman,” The Times-Picayune, September 9, 2007, available at:
http://www.nola.com/news/t-p/frontpage/index.ssf?/base/news-9/118932170362670.xmi&coll=1; The Brookings
Institution and Greater New Orleans Community Data Center, “The Katrina Index: Second Ammiversary Edition”,
August, 2007.

*% Information Clearing House, “Second Amendment Nixed in New Orleans,” Kurt Nimmo, Sep. 9, 2005.

' Eisler, Peter, “New Orleans Feels Pain of Mental Health Crisis,” USAToday, January 16, 2007, available at:
http://www.usatoday.conynews/nation/2007-01-15-katrina-mental-health_x.htm; Bustillo, Miguel, “Violent Crime
Engulfs New Orleans,” The Seattie Times, August 3, 2007, available at:
http://seattietimes.nwsource.com/htm!/nationworld/’2003819309_nola03.html; Capochino, April, “Only Two
Domestic Violence Shelters Have Reopened in New Orleans,” New Orleans CityBusiness, available at:
http:/findarticles.com/p/articles/mi_qn4200/is_20060313/ai_n16161102; The Brookings Institution and Greater
New Orleans Community Data Center, “The Katrina Index: Second Anniversary Edition”, August, 2007.

'7 See Solomon, Gina, Contaminants in New Orleans Sediment: An Analysis of EPA Data, Natural Resources

Defense Council, February 2007, at 4, available at: http://www.nrdc.org/health/effects/katrinadata/sedimentepa.pdf.

The average level of arsenic found by the EPA in the greater New Orleans area is 10.6 mg/kg of soil. In
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“millions of gallons of oil and unknown quantities of potentially hazardous chemicals were released into
the environment” in the wake of Hurricane Katrina."® Sources of chemical spills included “tanks, barges,
pipelines, rail cars, [and] industrial facilities.”'* Environmental cleanup has been inadequate. Site specific
mold remediation and treatment for heavy metal, arsenic, lead and asbestos should be administered as
nceded,zger tests done by the EPA, the Louisiana Department of Environmental Quality (LDEQ) and the
NRDC.

The right to health is the right to the “highest attainable standard of physical and mental health”. It
encompasses freedoms (such as the right to control one’s health and body) and entitlements (for example,
to equality of access to health care) and consists of two basic components: healthy living conditions and
health care.™

The right to health is recognized in the constitution of the World Health Organization to which the U.S. is
a party, and in Article 5(e)(iv) of the ICERD to which the U.S. is also a party. The latter states that "States
Parties undertake to prohibit and to eliminate racial discrimination in all its forms and to guarantee the
right of everyone, without distinction as to race, colour, or national or ethnic origin, to equality before the
law, notably in the enjoyment of ... the right to public health, medical care, social security and social
services.""

The Committee on Economic, Social and Cultural Rights (the body of independent experts which
monitors implementation of the International Covenant on Economic, Social and Cultural Rights) has
adopted a broad conception of the right to health, recognizing it as:

“an inclusive right extending not only to timely and appropriate health care but also to the
underlying determinants of health, such as access to safe and potable water and adequate
sanitation, an adequate supply of safe food, nutrition and housing, healthy occupational and
environmental conditions, and access to health-related education and information ... A further
important aspect is the participation of the population in all health-related decision making at the
community, national and intemational levels.”

Article 12(2)(b) of the ICESCR states that "steps to be taken by the States Parties to the present Covenant
to achieve the full realization of this right shall include those necessary for:.. The improvement of all
aspects of environmental and industrial hygiene" which has been authoritatively interpreted by the
Committee on Economic, Social and Cultural Rights (CESCR) (in General Comment 14) to incorporate
"The right to a healthy natural environment comprising, " inter alia... the requirement to ensure an
adequate supply of safe and potable water and basic sanitation; the prevention and reduction of the
population's exposure to harmful substances such as ... harmful chemicals or other detrimental
environmental conditions that directly or indirectly impact upon human health. ... Article 12.2 (b) also
embraces adequate housing ..."

comparison, the Region 6 EPA health-based soil screening level for residential areas is set at 0.29 mg/kg of soil to
protect against cancer. EPA Region 6 Human Health Medium-Specific Screening Levels. November 2005:
http://www.epa.gov/earth1r6/6pd/rcra_c/pd-n/screen.htm.

¥ See Government Accountability Office, Report to Congressional Committees, Hurricane Katrina: EPA’s Current
and Future Environmental Protection Efforts Could be Enhanced by Addressing Issues and Challenges Faced on the
Gulf Coast, June 2007, at 1, available at: http://www.gao.gov/new.items/d0765 1.pdf.

*® Environmental Protection Agency, News Release, EPA and LDEQ Use Helicopters to Detect Chemical Spills in
Katrina’s Aftermath, September 16, 2005, available at:

http://yosemite.epa.gov/opa/admpress.nsf/7c02ca8c86062a0f85257018004 1 1826/26284005886¢769d85257046005¢
7{28!OpenDocument&Highlight=0rail.

% Housing Authority of New Orleans: Environmental Justice Studies of Lafitte, B.W. Cooper, C.J. Peete and St.
Bemard developments
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The United States has signed but not ratified the International Covenant on Economic, Social and Cultural
Rights. As a signatory, the U.S. is obligated not to defeat the object and purpose of the Covenant. *

We would also like to draw attention to the recommendations of the United Nations (UN) Human Rights
Committee (the expert body on implementation of the International Covenant on Civil and Political
Rights) to the US Government, after considering the United States’ second periodic report in 2006. The
Committee urged the United States to review its practices and policies to ensure the full implementation
of its obligation to protect life and of the prohibition of discrimination against IDPs, whether direct or
indirect, as well as of the Guiding Principles on Internal Displacement, in the areas of disaster prevention
and preparedness, emergency assistance and relief measures. It further urged the United States to increase
its efforts to ensure that the rights of poor people and in particular African Americans, are fully taken into
consideration in the post Katrina reconstruction plans with regard to access to housing, education and
healthcare.”!

Background on the Guiding Principles for Internally Displaced Persons

The United Nations General Assembly adopted the “UN Guiding Principles for Internally Displaced
Persons,” which are non-binding, but set out authoritative standards based on existing instruments of
international human rights and humanitarian law. The Guiding Principles offer protection from forced
displacement and protection to Internally Displaced Persons (IDPs) at all stages of displacement: during
displacement (including humanitarian assistance) and in the return, resettlement and reintegration
processes, These principles have been systematically undermined in New Orleans in the aftermath of
Hurricane Katrina.

The Guiding Principles seek to addresses the gap in protecting the displaced that exists between
international and domestic law. When individuals cross international borders to secure life and liberty,
they may be protected as refugees if they fear persecution on return based on the factors delineated in the
Convention. Refugees have legal rights, protection and assistance from the UN High Commissioner for
Refugees (UNHCR) and are supported by national mechanisms including the United States’ $774 million
Migration and Refugee Assistance account.”

Internally Displaced Persons are typically among the most vulnerable populations, often coming from
disadvantaged ethnic groups and poverty-stricken communities. They often enjoy no established resource
stream, international body, or a formal system of rights and laws. As nationals within their own country,
they are dependent on often antagonistic or non-responsive governments that allowed or enabled the
conditions that created the displacement.

To help support this vulnerable population, the United Nations High Commissioner for Human Rights
developed the non-binding Guiding Principles on Internal Displacement in a process organized by the
Brookings Institution. These principles consider IDPs to be:

“Persons or groups of persons who have been forced or obliged to flee or to leave
their homes or places of habitual residence, in particular as a result of or in order to
avoid the effects of armed conflict, situations of generalized violence, violations of
human rights or natural or human-made disasters, and who have not crossed an
internationally recognized State border.”

The Principles note that national authorities have the primary duty to protect the public from experiencing
conditions leading to displacement. When displacement occurs, national authorities are to provide

' Human Rights Committee, 10-28 July 2006, Consideration of Reports Submitted by States Partics under Article
40 of the Covenant, Concluding Observations on the United States of America.
* United States Institute of Peace, “Orphans of Conflict: Caring for the Internally Displaced,” Donald Steinberg.
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humanitarian assistance without discrimination. They are to ensure IDPs are accorded full equality in the
exercise of all human rights as do other persons in that country. They also have the right to an adequate
standard of living including adequate food, water, housing, as well as the right to education and to the
highest attainable standard of health including access to adequate health services.

The United States has endorsed and called attention to the Principles on muitiple occasions. The U.S.
Agency for International Development (USAID) has noted: “Goveming authorities in affected countries
hold primary responsibility for IDPs; their wellbeing, security, safe retum home and resettiement,”
Betty King, former United States Ambassador to the Economic and Social Council of the United Nations,
has noted, “All states should apply internationally recognized norms with regard to internally displaced
persons” and support the Guiding Principles as the “normative standard for international treatment of
internal displacement.”* Department of Homeland Security Special Advisor Igor Timofeyev has noted,
“The United States strongly supports these voluntary principles and recognizes that they provide a useful
framework in addressing the numerous challenges posed by internal displacement. Indeed, they articulate
multiple important protections that also find expression in the Covenant [on Civil and Political Rights]
which is of course a legally binding treaty.””

Applicability of the Principles to Housing in New Orleans

Principle 28 of the Guiding Principles calls for the domestic government to recognize the human right of
displaced people to return home. Specifically, domestic governments must:

“[Alllow internally displaced persons to return voluntarily, in safety and with dignity,
to their homes or places of habitual residence ...Such authorities shall facilitate the
reintegration of returned or resettled internally displaced persons. Special efforts
should be made to ensure the full participation of internally displaced persons in the
planning and management of their return or resettlement and reintegration,”

The United States government should therefore provide Katrina IDPs with the choice to return to their
former homes or to resettle. IDPs should be informed about the true conditions and future plans of their
neighborhoods and of resettlement options. If IDPs return, the government should provide assistance for
reestablishing livelihoods and communities. IDPs should also be allowed to influence the future of
housing and public facilities and infrastructure, and play an active part in the planning and management
of their return and reintegration. If the government decides that reconstruction must be prohibited, that
decision should be made in close consultation with IDPs, who should then have assistance in relocating
and reestablishing their livelihoods and residences and/or compensation.

Recommendations

The United States government has the capacity and obligation to respond to the needs of internally
displaced persons around the world, including within its own borders. It should act immediately for Guif
Coast IDPs, and in a manner that promotes their dignity and well-being. Consequently, Amnesty
International USA recommends that the Senate Committee on Banking, Housing and Urban Development
use its authority and influence to enact the following recommendations:

3 USAID, USAID Assistance to Internally Displaced Persons Policy, Oct 2004

* US Mission Geneva Press Releases, Statement by Ambassador Betty King Of the United States of America To the
Economic and Social Council On Special Economic, Humanitarian and Disaster Relief Assistance: Strengthening
the Coordination of the Emergency Humanitarian Assistance of the United Nations, July 11, 2001,

% US Muission to the United Nations in Geneva Press Release, “U.S. Meeting with U.N. Human Rights Committee,
U.S. Delegation Response to Oral Questions from the Members of the Committee,” July 18, 2006.
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e The United States Senate should pass the Gulf Coast Housing Recovery Act of 2007 (S.1668), which
will ensure that all Internally Displaced Persons who previously resided in low income housing in the
Katrina-affected areas be guaranteed their right to return to their former homes or a replacement
dwelling as described in the bill.

* The United States government, through its agencies, should recognize that all Intemally Displaced
Persons have the right to return to their homes or places of origin; authorities should ensure the
availability of housing for low income IDPs returning to the Gulf Coast.

¢ The Housing Authority of New Orleans HANO should provide public housing or other comparable
housing, in the following order: in the same building, if available, same census tract, adjacent census
tract, same neighborhood.

« Internally Displaced Persons should be able to participate in the planning and management of their
return, resettlement and reintegration into their communities. Authorities should ensure that survivors
have access to information to enable them to genuinely and effectively participate in shaping the
administrative decisions which affect the exercise of their housing rights.

o All decisions regarding the future of existing public housing developments should be made in close
consultation with former residents. In particular, demolition of any public housing development
occupied prior to Hurricane Katrina should not take place without consuitation with and the full
participation of residents.

o The United States government should ensure the right to adequate housing and the right to the highest
attainable standard of physical and mental health in ensuring that the public is protected from harmful
environmental conditions created by the hurricane and subsequent flooding when returning to the
Gulf Coast.

s The Environmental Protection Agency should make sure that the environment of New Orleans and
the surrounding Gulf Coast communities are safe and habitable for returning residents according to
EPA standards.

e The United States government, through its agencies, should ensure that the principles of equality and
non-discrimination are applied to the resettlement and return of all Internally Displaced Persons and
provide training for HUD and other federal, state and local officials on the human rights of Internally
Displaced Persons.

! Human Rights Committee: General Comment 25. The right to participate in public affairs, voting rights and the
right of equal access to public service.(Article 25) (UN Doc. CCPR/C/21/Rev.1/Add.7).

" For more information see UN Committee on Economic, Social and Cultural Rights, General Comment no 4, the
right to adequate housing, contained in UN Doc. E/1992/23; and Amnesty International, Human Rights for Human
Dignity: a primer on economic, social and cultural rights, AT Index POL 34/009/2005

" The right to health: Article 12, ICESCR; 5 (e) (iv) ICERD; 11.1 (f), CEDAW among others.

¥ Article 5(e)(iv) ICERD

¥ Committee on Economic, Social and Cultural Rights, General Comment 14, The Right to Health, UN Doc.
¢/C.12/2000/4, para 11, The scope of the right to health has also been clarified in the work of the UN Special
Rapporteur on the right of everyone to the enjoyment of the highest attainable standard of physical and mental
health (Special Rapporteur on the right to health).

“ Vienna Convention on the Law of Treaties, Article 18.
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NMH Natlonal Multt m National Apartment
Housing Council® Association

September 21, 2007

The Honorable Christopher Dodd

Chairman Senate Banking, Housing and Urban Affairs Committee
228 Senate Russell Office Building

Washington, DC 20510

Dear Chairman Dodd:

On behaif of the National Multi Housing Councif (NMHC) and the National Apartment Association {(NAA} { am
requesting that you include the attached statement in the record for the September 25, hearing that the Senate
Banking Committee is schedule to have on the aftermath of hurricane Katrina “Two Years After the Storm: Housing
Needs in the Gulf Coast.”

The attached testimony was presented by Kirk Tate, the Chief Executive Officer for Orion Real Estate Services
based in Houston, Texas to the House Financial Services Committee in February of this year. The statement
highlights the problems encountered when trying to house massive nurnbers of evacuees in the immediate
aftermath of a disaster. The statement also focuses on lessons leamned regarding the federal response in providing
rentat housing assistance to displaced families and individuals, as well as offering recommendations for housing
long-term disaster evacuees in the future.

As you are aware, during the emergency, owners and evacuees were subject to provisions of the Robert T. Stafford
Disaster Relief Emergency Assistance Act. Housing evacuees for the long-term had never occurred on this scate,
which resulted in several starts and stops in the housing programs, resulting in confusion from both an owner and
evacuee perspective. Thus, the business community absorbed costs that would nomally have been a disaster
expense. We are supportive of S. 1668, Guif Coast Housing Recovery Act of 2007and are delighted that the
fanguage in the House passed bill that will allow owners to be reimbursed for documented costs associated with
housing evacuees is included in S. 1668. 1t is also important to note, that we remain supportive of utilizing the
Section 8 voucher program to house evacuees as long as this is done on a voluntary basis and not mandatory.
During the various Guif Coast hurricanes and in previous disasters, apartment owners have repeatedly
demonstrated their willingness to heip evacuees find adequate housing. A voluntary Section 8 program is vital to
efforts to find housing for disaster victims in the future.

When Katrina struck the nation, apartment owners did the right thing. They stepped forward and they worked with

local communities to provide housing and other services to those in need. As an industry, we are very proud of our
actions during that unprecedented time of national need. We look forward to working with Congress to ensure that
future evacuees, and those cities that heip them, are not burdened with confusion, debt and heartache.

Sincerely,

Jim Arbury
Senior Vice President
Govemnment Affairs

The American apartment industry.. working together for qualily, accessible, affordable housing.

SuiTe 540 « 1850 M STREET, NW + WASHINGTON, DC 20036 + {202) 974-2300 » FAx (202} 775-0112 « WEB SITE: WWW.NMHC.ORG
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. . National Apartment
lﬁNMH National Mulli m Assogiafion

Housing Counci*

“Federal Housing Response to Hurricane Katrina”

Testimony of

Kirk H. Tate, CPM
Chief Executive Officer
Orion Real Estate Services
Houston, Texas

Before the
House Committee on Financial Services
Washington, DC

February 6, 2007

The American apartment industry...working together for quaiity, accessible, affordable housing.

SUITE 540 « 1850 M STREET, NW « WASHINGTON, DC 20036 » (202) 974-2300 » FAX{202) 775-0112 * WEB SITE: WWW.NMHC.ORG
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Chairman Frank, Ranking Member Bachus and distinguished members of the Committee, my name is Kirk
Tate and 1 am the Chief Executive Officer for Orion Real Estate Services based in Houston, Texas. QOrion
manages over 16,000 apartment homes throughout Texas and Colorado. 1 have over 30 years of experi-
ence in the apartment industry, and 1 am the past president of the Houston Apartment Association and the
Texas Apartment Association. 1 served on Mayor Bill White’s hurricane task force for the City of Houston. in
the days, weeks and months foliowing both Hurricanes Katrina and Rita | acted as a liaison between apart-
ment owners and operators and the City of Houston.

1 am here today on behalf of two trade associations that represent the private apartment industry—the Na-
tional Multi Housing Councit (NMHC) and the National Apartment Association (NAA). NMHC and NAA rep-
resent the nation’s leading firms participating in the apartment industry. Their combined memberships in-
ciude apartment owners, developers, managers, builders and lenders.

The National Muiti Housing Council represents the apartment industry’s iargest and most prominent firms.
NMHC members are the principal officers of these organizations. NAA is the iargest national federation of
state and local apartment associations, with 190 affiliates representing nearly 50,000 professionals who own
and manage more than six million apartments. NMHC and NAA jointly operate a federal legislative program
and provide a unified voice for the private apartment industry.

Before | discuss the housing issues related to Hurricane Katrina, | would like to offer some background on
the apartment industry in general. Apartments account for about 14 percent of the entire housing stock, and
house approximately 16 million American households. These households represent the full spectrum of
America’s population; they are young and old, single and mamed, wealthy and poor.

Rental housing is an important economic driver in the American economy. Apartment revenues total aimost
$120 biltion annually, and approximately 550,000 people are employed in apariment management. More
than 210,000 new apartment homes have been added to the housing stock for the past five years at an av-
erage value of $30 billion annually. New apartment construction provides jobs to more than 220,000 work-
ers.

Apartments are owned by a wide range of investors, including individuals, partnerships, real estate invest-
ment trusts, publicly traded corporations and nonprofit organizations. They are financed by an array of lend-
ers including commercial banks, thrift institutions, fife insuranice companies and government-sponsored en-
terprises. A growing share of the financing comes from publicly traded mortgage-backed securities.

We commend you, Chairan Frank, for your leadership, and we thank the Members of the Committee for
your valuable work addressing the important issues surrounding the federal housing response and housing
reconstruction efforts in the areas affected by Hurricane Katrina. We appreciate the dedication of the Com-
mittee on this issue.

NATIONAL IMPEDIMENTS TO HOUSING THE EVACUEES

Hurricane Katrina wili go down in the record books as the nation’s largest and most costly natural disaster
ever. According to Red Cross estimates, at least 416,894 housing units across the Guif region were de-
stroyed, nearly ten times more physical damage than any previous U.S. natural disaster. In addition, 85,000
housing urits suffered major damage and 130,000 suffered minor damage. Forty-seven percent of the units
destroyed throughout the region were rentat units; in New Orieans 55 percent were rental units.

The record-breaking 2005 hurricane season caused the fargest mass migration of Americans in the past 150
years, leaving more than one million people homeless.

As our nation struggled to recover from this unprecedented disaster, one of the most pressing needs was to
find safe and decent housing for hurricane victims. Moving displaced families from temporary shefters into
more suitable housing is the first step in helping them rebuild their lives. These were extraordinary times that
calied for the private sector and the federal, state, and local governments to respond accordingly.
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In the immediate aftermath of hurricanes Katrina and Rita, the apartment industry stepped up to the piate
and took a leadership role in the relief efforts to house the displaced people of Louisiana, Mississippi and
Alabama. The response was immediate, creative and generous.

In the early days following Katrina, federal officials reached out to the apartment industry, and the industry
responded enthusiastically by submitting thousands of available units into a national database. They also
answered FEMA's call for blocks of apartments that the agency could rent directly.

When it became clear that the federal government was not going to quickly offer official guidance or assis-
tance to house the newly homeless evacuees, the apartment industry initiated several programs of its own.
In Texas, where the largest number of evacuees were sent, many NMHC and NAA member firms forged re-
iationships with focal charities and created programs to award free rentai units and other support services to
needy famifies. In all, hundreds of free apartments were donated to the United Way and the Urban League.

Around the country, apartment owners submitted their available units into a national housing registry,
www.hurricanehousing.net, complete with offers of waived security deposits, reduced rents, flexible leases
and other concessions.

The first few months of the recovery effort were marked by a series of different FEMA assistance programs,
nearly constant changes in rules and deadlines and a level of confusion and chaos. Three different govern-
ment assistance programs were created to help move the evacuees out of shelters and hotels. Some people
were eligible for housing assistance through a special Katrina voucher program created by the U.S. Depart-
ment of Housing and Urban Development (HUD), others received housing assistarce directly through the
Federal Emergency Management Agency’s (FEMA} Individuals and Households Program, and stifl others
were helped by FEMA-funded city voucher programs through the FEMA public assistance programs.

The information provided to both the evacuee and the apartment owners was and remains inadequate and
continues to lead to significant confusion. For example, many evacuees were unaware that their assistance
checks could only be used for rent. Instead they used the money for pressing needs like food, clothing and
medicine and found themselves unable to pay their rent at the end of the month. Even now, nearly a year
and a half after the hurricane, confusion reigns. We fook forward to working with the Administration, Con-
gress, FEMA and HUD to resoive current problems and develop solutions for the future.

THE HOUSTON RESPONSE

Since | am from Houston, and my firn manages 48 properties throughout the Houston area, | thought my on-
the-ground insight would be helpful as we begin to plan for future disasters. In all, the City of Houston
worked with state and federal officials to assist more than 150,000 hurricane evacuees who were in the midst
of a crisis. The city’s response was an overwhelming success, with the majority of people being housed in a
matter of weeks.

As with any endeavor on this scale, there were wonderful moments, and there were lessons to learn.
Evacuees arrived in Houston homeless and confused, having just been through a life-threatening experi-
ence. But the City of Houston, the local apartment owners and the peopie of Houston did the right thing—we
did not ask questions, we just housed people. We knew one of America’s strongest traditions is to help our
neighbors in need. And while our response did help those people, it is not a template that we would recom-
mend for future disasters.

Emergency Housing-Lessons Learned

At the onset of any disaster FEMA should have a process to quickly determine, as best as it can, whether the
need for post-disaster housing will be a short-term or a long-term event. While apartments are not an appro-
priate response for disasters where evacuees will be moving home to rebuild within a matter of days or
weeks, hotels and cruise ships are not a cost-efficient mechanism to house people in the long term.
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For the first several months after Katrina, FEMA relied heavily on hotels to house the evacuees. This inap-
propriate response to what was clearly a long-term housing crisis resulted in millions of wasted federa! dol-
lars. The average hotel/motel rate of $59 per day works out to $1,770 a month, which exceeds the median
cost of rental housing even in some of the nation’s most expensive housing markets. Moreover, moving
people from hotels to apartments aliowed them to begin rebuilding their lives by allowing them to enrol! their
children in schoal, find a job and return to some kind of normal routine while waiting for the rebuilding effort.

The lesson to be leamed from this experience is that when long-term housing will be required, FEMA should
have an apartment-based housing program, with clear guidelines in place and ready to implement.

In the case of Katrina, many apartment owners offered free housing to the neediest evacuees and many oth-
ers iowered rents, waived security deposits and application fees and offered fiexibie lease terms. Aithough
the apartment industry stepped forward to do what was asked of them when Katrina struck, our industry
would not be as eager to assist in future disasters unless we learn from the many mistakes made at the fed-
erai level. Below are several issues that any future long-term housing plan will need to consider to be effec-
tive,

o Clear Guidance

From the beginning of the disaster, the lack of clear guidance was the single most frustrating and coun-
terproductive issue experienced by the apariment sector. Despite the time that has passed, this re-
mains the case today. As recently as January 20, FEMA granted a six-month housing extension to the
evacuees, but it offered very few details in its announcement and no direct guidance for the evacuee,
the City of Houston or the apartment owners. This ongoing haphazard approach to disaster housing is
a major problem for everyone involved and should not be repeated in future disasters. The Administra-
tion should also be planning ahead for what will happen to these residents, many of whom are elderly
and disabled, at the end of the six-month extension, given that there remains a critical shortage of rental
housing in most of the hurricane-affected area.

o Choice is important
in the initial phase of the hurricane housing program, the city attempted to contract for specific vacant
apartment units with the idea of then assigning individual evacuee families to these units. This ap-
proach did not meet anyone’s needs, though. Evacuees, naturally, wanted some choice in where they
lived, particularly those looking to locate near friends and family. The pre-assignment process was slow
and labor intensive.

Uitimately, city officials shifted to a voucher-based program, giving every evacuee family a voucher for a
unit with a specified number of bedrooms. This voucher, which came with an accompanying instruction
sheet, was good at any apartment property participating in the program. Once the participating apart-
ment owner activated the voucher and signed a Housing Assistance Payments (HAP) contract with the
city, the evacuee could move in. The city provided taxi vouchers and bus tokens to facilitate transporta-
tion, and the Red Cross had volunteers to help drive evacuees around.

o Vacant Units Are Not Necessarily Ready Units

Properties with vacant units do not keep them in move-in condition. Getting large numbers of units
ready simultaneously takes money and, more importantly, time. It was difficult for officials to understand
why thousands of families couldn’t just move into vacant units during the first days after the storm.

a  Moayving In Takes Time
Officials also had a hard time understanding why they couldn't send a bus-load of avacuees to an
apartment property to be handed keys and shown to their new homes. Officials need to understand the
difference between an apartment property and a hotel. An apartment unit needs to be prepared for
move-in, and federal officials need to understand that. in addition, under normal circumstances, the
move-in process involves running credit and background checks and completing applications for utifi-
ties. Because the court systems in the affected areas were effectively shut down by the huricane, it
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was not possible to run background checks on most of the evacuees. Apartment owners did the righ
thing and housed people without this information because of the emergency situation, but we encourage
any future disaster housing plan to aliow an owner to evict criminals who pose a danger to other evacu-
ees and residents.

o Utilities

Utilities were another problem. Although the evacuees clearly needed utilities, many were not in a posi-
tion to file the appropriate papers required to set them up. This was complicated by the fact that only
certain portions of federal programs cover utilities. The city solved this by establishing a master account
with the local utilities and then transferred ail the evacuees’ individual accounts to that master account.
In some cases the owners did the same. Nevertheless, future responses should anticipate the need to
provide evacuees with necessary utilities and shouid address both the logistical (paperwork required for
applications) and the financial {ensuring evacuees have the resources to pay for the utilities).

o  Furniture and Furnishings
Initially, some officials did not understand that most apartments are unfurnished. At first, city officials
and apartment firns wanted to outfit every evacuee apartment with fumniture, linens, pots and pans and
groceries before they moved in. Many apartment owners tried to at least have food in the refrigerator
and provide options for furniture. This is a noble idea, but one that turned out to be very time consum-
ing and logistically challenging. In the future, it would be better to have apartment firms concentrate on
housing and have separate operations such as the Houston Food Bank handle groceries.

RECOMMENDATIONS FOR THE FUTURE

Many of the problems cited previously will hopefully be rectified with the passage of the FY 2007 Homeland
Security Appropriations bill (P.L. 109-295). This new law requires the creation of a National Disaster Hous-
ing Strategy (NDHS), and it amends current law to explicitly allow disaster victims to use their cash assis-
tance for security deposits and utility bills.

It also directs the FEMA Administrator to create a pilot program to make better use of existing rental housing
located in disaster areas. As part of the pilot program, FEMA has said that it will enter into lease agreements
directly with property owners and will make repairs to the damaged apartment properties. This is imperative
for future disasters. With that in mind, we thought the foliowing items should be highlighted:

» Housing Programs

We learned from this disaster that FEMA programs were not designed to handle long-term housing
needs. There have been several different housing programs employed to deal with the Katrina dis-
aster, including Section 403 Housing, Section 408 Housing, the HUD Disaster Voucher Program,
and several programmatic changes and deadline extensions related to each. Many of these
changes were implemented with fittle notice and few details. This caused unnecessary pain to the
evacuees and confusion for the apartment owners participating in the programs. In the future, a sin-
gle entity should administer the housing response to any disaster. There should also be a single
communications path between the government, the evacuee and the owner with clear guidelines as
to how the program will operate.

+ Rental Costs
Although FEMA set no limits on the hotel rates it would reimburse, its housing program set a rent
ceiling based on HUD's “Fair Market Rents” (FMR) - which can be below the true market rate. Offi-
cials should understand that FMRs are the market rent for Class C properties. These are properties
that typically show some level of deferred maintenance and are located in less desirable areas. in
other words, HUD’s FMRs are not sufficient to cover the rent in the majority of housing located in any
American city. By limiting FEMA’s payments to Houston's FMR, the Agency severely restricted the
number of apartment units available to evacuees, leaving more evacuees than eligible apartment
units. It is also important that accommodations be made to allow an evacuee to “pay the difference”
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between the FMR and the market rent, usually a modest amount. A large disaster requires the use
of all available housing types. In future emergencies, FEMA should establish rent ieveis that more
closely reflect the average rental cost in the affected cities.

« Utilities

As you know, FEMA operates under the Stafford Act. While Section 403 of that Act, which covers
the Emergency Shelter program, allows FEMA funds to be used for utilities, Section 408, the indi-
viduals and Househoids Program (iHP) does not. Congress ultimately did pass specific language to
provide utility funding for the Katrina evacuess. Had it not stepped in, however, both the city and the
apartment owners would have been left with utility payments. No evacuee should have to wonder
about how they will get or pay for utilities. The Stafford Act should be permanently amended to allow
for utility payments under all housing-related programs.

In addition, many apartment units with rents in the FMR category have a corresponding utility aliot-
ment. Unfortunately, in many cases the utility allowance does not cover actual utility costs. Gov-
emment officials should ensure that rent levels are sufficient to cover actual utility costs.

* Rental Payment Processing
In addition to setting rent reimbursement levels too low, the time it took for FEMA to process these

rent payments was unacceptable. In many cases it took more than 60 days, because FEMA money
was routed through the state to the city--a task too large for a city in the midst of a crisis. Many
apartment owners do not have sufficient cash flow to cover the operating costs and mortgage pay-
ments on units where no rent is received for two months. This problem was largely resolved when
FEMA finally contracted with Corporate Lodging Consuitants (CLC) to make rental payments to
apartment owners. Therefore, we suggest that in the future FEMA rely on a direct payment system
for housing assistance that can provide timely rental payments. Although we advocate that rental
payments go directly from the federal government to the property owner {and not through the evac-
uee or focal government), we strongly believe that there should be a written lease between the evac-
uee and the apartment owner.

» Security Deposits

Because FEMA's housing program did not provide evacuees with funding to cover security deposits,
many Houston apartment owners generally agreed to waive security deposit requirements. As a re-
sult, these owners now have no way to recover the costs of the extensive damage done to their
apartment units by many of the evacuees. Future federal housing efforts should ensure that mecha-
nisms and funding exists to reimburse owners for damage caused by evacuees.

CONCLUSION

When Katrina struck the nation, apartment owners did the right thing. They stepped forward and they
worked with iocal communities to provide housing and other services to those in need. As an industry, we
are very proud of our actions during that unprecedented time of national need. We took on business risks
and potential costs inherent in solving such a massive housing crisis. Would we do it again? We would cer-
tainly like to, but after the Katrina experience many apartment owners will be reluctant to accept a sizeable
number of evacuees unless they are convinced that the government has leamned from its mistakes and has
created a better disaster housing program. We look forward to working with Congress to ensure that future
evacuees, and those cities that help them, are not burdened with confusion, debt and heartache.

| thank you for the opportunity to testify on behaif of the National Muiti Housing Council and the National
Apartment Association, and wish to offer our assistance to the Committee as you continue your important
work.
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Statement Before the Senate Committee on Banking, Housing & Urban Affairs

Chairman Christopher J. Dodd, 110™ Congress
Hearing “Two Years After the Storm: Housing Needs in the Gulf Coast™

Tuesday, October 1, 2007

Zack Carter, Organizer

Alabama Arise

207 Montgomery Street Suite 900
Montgomery, Alabama 36104-3535

Mr, Chairman and Members of the Committee on Banking, Housing, & Urban Affairs. I appreciate this opportunity to
present written testimony to today’s hearing.

1 have worked the past four years as a community organizer for the nonprofit organization Alabama Arise, which is a
coalition of 160 civic and faith-based member groups from Alabama. Our missjon is to advocate for public policies
that will benefit low and moderate income people in the state of Alabama. As an example of our work, last year we
helped lead a successful legislative reform effort that removed the state’s income tax burden from families who earn
less than $12,600 a year — which includes almost 20% of the income earners in our state. Even with this reform,
Alabama still taxes those in poverty at the highest rate in the nation, and Katrina swelled the ranks of the
impoverished in south Alabama, especially with regard to housing.

The $10 miltion in Community Development Block Grants allocated for housing recovery in Mobile County have yet
to be released. When they do become available, the grants will serve less than 10 % of the 1,200 families in Mobile
County and the City of Mobile who applied last January. In addition, hundreds of eligible recipients were unable to
meet the application deadline.

Mobile County Commissioner Mike Dean, CDBG Grant Program Administrator Kathy McHugh, and local residents
and state and local grass roots advocates, including this writer, cited these facts in our July 2 letter to Senator Richard
Shelby, which also requested that he support S 1668 and amend it to include funding for Alabama (this July 2 letter is
attached below.)

For example, of the 726 homes inspected among these 1200 applicants, the referenced July 2 letter states: “81 of the
726 inspected Mobile County CDBG applicants had their homes completely destroyed or so severely damaged by
Katrina that rebuilding is more cost effective than repair, If each of these applicants received the maximum grant of
$85,000, the total cost would be $6.89 million, leaving only $3.12 milfion for families who need repairs. Moreover,
$85,000 falls far short of the total cost to rebuild a modest two bedroom home given the expenses associated with
current housing codes, elevation, a septic system, and insurance. (See attached ‘Estimate and Itemization’, compiled
by community leaders and advocates last March. It is based on damage estimates provided by Mobile County Public
Works and cited in the Woods study, and totaled estimated repair costs for Mobile County at $370,180,000.)

Furthermore, many of the 1200 CDBG applicants have not had their homes inspected, as the July 2 letter states: “The
Mobile County Commission, acting through their grant program administrator, has currently suspended inspections
for the remaining 474 applications citing the limited amount of CDBG funds available for housing assistance...

If the same ratio of houses are totaled among the 474 not yet inspected as found among those already inspected (about
11%), then there could be another 52 homes that need the cap of $85,000, for a total of $4,42 million.”

Mobite County recently decided to raise the previous arbitrary low $85,000 cap to $130,000. Thus, the $10 million
would partially rebuild 77 of those homes found to be totaled.

Last summer I helped distribute brooms, soap, and bread to hundreds of Alabama Katrina Victims who lined up for
hours at the Ralston Park in Coden, Alabama. When a severe thunderstorm rolled in from the Guif we all took shelter
under the sheds. Except for shrimper Michael Goleman and another community volunteer. They braved the dangerous
lightening, jumped up on the distribution truck and covered the soap and bread with one of the big blue tarps that are
still seen on many Alabama roofs. A few months ago, Mr. Goleman told FEMA to come get the camper that likely
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had been making him, his wife and two teenage daughters sick. His family moved back into their Katrina damaged
home that he had been patching together for nearly two years with insufficient assistance.

But the Golemans joy was short lived. A few weeks later, Mr. Goleman was struck in the back by a shrimp boat tow
board. The severe injury knocked him out of work indefinitely. Coden Community leader Paul Nelson dropped by to
check on him the day after the 4™ of July. “I got there five minutes too late”, Mr. Nelson sadly explained. “His wife
draped her arms around me sobbing and screamed: ‘Michael shot himself, what am I going to do? He’s all we had.” ”

Paul Nelson was already carrying the grief of his mother’s sudden death, Hilda Nelson, who had lived
for a year with her disabled son in a FEMA camper after the family 7 bedroom home and oyster
processing plant was wiped away by Katrina. In an interview with The Nation magazine last February,
Mr. Nelson explained that his mother was healthy before she moved in the camper, but after a couple
of months began to have respiratory problems. A few weeks after her death on October 4, 2006,
Mobile Bay Sierra Club gave Mr. Nelson the results from the formaldehyde tests they preformed that
summer ~ Mrs. Nelson’s FEMA camper had excessive levels of formaldehyde fumes like almost all of
the others tested in the area.

Paul Nelson who has lived for two years in a FEMA camper and now cares for his disabled brother
was present at the Senate’s September 25 hearing, along with several other Katrina Victims and from
Alabama. They were all pleased to hear Senator Richard Shelby recognize that they have unmet needs
in Alabama.

They are among the approximate 2,000 Mobile County residents, including children and elderly people, who remain
in FEMA campers more than two years afier the storm, and one year after environmental tests revealed dangerous
levels of formaldehyde in the temporary housing. Hundreds more are doubled- and tripled-up in single-family homes.

In addition to the extreme shortage of CDBGs there are also arbitrary governmental new regulations
that prevent Katrina Victims from getting back in their homes. For example, Nancy McCall, who is at
the hearing today can’t move back into her home that the Sierra Club repaired last summer because
Mobile Board of Health won't let her grandfather her old septic tank ~ even though it has worked fine
for the FEMA camper in which she has lived for two years.

Shortly after Mr. Goleman’s suicide I interviewed Dr. Richard E. Powers, Associate Professor with the Departments
of Neurology, Psychiatry, and Pathology and on the Clinical Facuity at the College of Community Health Sciences,
University of Alabama. Dr. Powers told me that the cumulative stress faced by Katrina Victims is producing Post
Traumatic Stress Disorder as that seen in our soldiers returning from Iraq. This highly respected psychiatrist gave the
following clinical advice: the best therapy for Alabama Katrina Victims is to provide the assistance they need to
rebuild their homes and remove arbitrary obstacles keeping them from getting back into their homes.

At Alabama Arise’s annual meeting on Sept. 15, members who represent 160 faith-based and civic groups across the
state voted to make fair and adequate Katrina relief an advocacy priority for the coming year. Alabama Arise
members also specifically voted to ask that Senator Richard Shelby, as the Ranking Member of this committee offer
an amendment to S. 1668 authorizing additional CDBG appropriations to meet their increasingly desperate needs.

In addition, our members voted to work for state legisiation that wouid require comprehensive unmet needs
assessments after major disasters. A detailed assessment based on concrete data, such as a grid survey, has been the
missing link in South Mobile County’s Katrina recovery.

Due to the lack of such a coherent assessment we can only (conservatively) estimate a range of between $200 million
and $400 million, will be required to assist Alabama’s Katrina survivors. (Please see attachment to July 2 letter to
Senator Shelby.)
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No one died during Hurricane Katrina in Alabama, but many are dying now, beginning with the elderly. I would like
to close this letier with the same paragraph we wrote, along with Mobile County Commissioner Mike Dean and his
CDBG grant administrator Kathy McHugh:

In addition to the current 1,200 CDBG applicants, there are likely hundreds of others who did not make the
deadline for the CDBG applications that were distributed in January 2007. Currently about 400 families still
exist in FEMA campers in Mobile County, providing shelter for as many as six people -- including children,
elders, and the disabled. Many, especially since Katrina hit, also have to now exist at low levels of income.
They continue to work hard and, as they have for generations, to provide the backbone of Alabama’s vital
seafood industry: They need a helping hand, and Alabama cannot afford to watch them pass from Katrina
Survivors to Katrina Victims.

T would also like to offer for the record statements that I and Paul Nelson submitted to the U. S. House Committee on
Oversight and Reform on July 19, 2007; and my testimony at the National Commission on Environmental Justice on
the Gulf Coast sponsored by the Lawyers Committee on Civil Rights Under Law, March 10, 2007, which are all
attached below.

Sincerely,
Zack Carter, Organizer
Alabama Arise

July 2, 2007

Honorable Senator Richard Shelby
110 Hart Senate Office Building
Washington, D.C. 20510-0103

Dear Senator Shelby,

At the Mobile County Commission this past Monday, June 25, the unmet needs of Mobile County Katrina
Survivors were illustrated by figures derived from on-site inspections contracted by the Mobile County grant
administrator for 726 of the current 1,200 CDBG applications.

It became clear that Alabama’s $16 million share of the second round of CDBG funds cannot even fulfill the
unmet needs of Mobile County, much less the other Alabama counties impacted by Katrina. Therefore we ask that
you, as the Ranking Member of the Senate Banking, Housing and Urban Affairs Committee, support the proposed
Guif Coast Recovery Act of 2007, S. 1668, and work with your colleagues to include funding for Alabama in this bill.

From the 726 applications, we know that:

] A conservative average cost to repair a home was approximately $40,000. Moreover, considering
the costs for elevation and a septic system for a significant number of houses, we conclude that the
County’s current CDBG allocation of approximately $10 million would repair only 15 - 20 % of
these homes.

] Even more compelling is the fact that 81 of the 726 inspected Mobile County CDBG applicants had
their homes completely destroyed or so severely damaged by Katrina that rebuilding is more cost

3



162

effective than repair. If each of these applicants received the maximum grant of $85,000, the total
cost would be $6.89 million, leaving only $3.12 million for families who need repairs. Moreover,
$85,000 falls far short of the total cost to rebuild a modest two bedroom home given the expenses
associated with current housing codes, elevation, a septic system, and insurance.

The Mobile County Commission, acting through their grant program administrator, has currently suspended
inspections for the remaining 474 applications citing the limited amount of CDBG funds available for housing
assistance.

In addition to the current 1,200 CDBG applicants, there are likely hundreds of others who did not make the
deadline for the CDBG applications that were distributed in January 2007. Currently about 400 families still exist in
FEMA campers in Mobile County, providing shelter for as many as six people -- including children, elders, and the
disabled. Many, especially since Katrina hit, also have to now exist at low levels of income. They continue to work
hard and, as they have for generations, to provide the backbone of Alabama’s vital seafood industry: They need a
helping hand, and Alabama cannot afford to watch them pass from Katrina Survivors to Katrina Victims.

Sincerely,

Teresa Bettis, Director, Center for Fair Housing Inc. (Mobile)

Zack Carter, Qgganizer, Alabama Arise

Dot
7
Commissioner Mike Dean, Mobile County Commission District 3

Jim Fuller, President, South Bay Communities Alliance
j;;w Ol

Kathy McHugh, Roth McHugh & Associates, LLC / CDBG DRF Grant Program Administrator under
Contract with Mobile County Commission

e,

Pau! Nelson, Board Member, South Bay Communities Alliance

T Rud Aelae—

x4

Further Details Regarding On-Site Housing Inspections of 726 Applications

! See hed “Estimate and ization”, piled by ity Jeaders and ad tes last March, It is based on damage estimates
provided by Mohile County Pubtic Works and cited in the Woods study, and totaled estimated repair costs for Mobile County at
$370,180,000.
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Of the 1,200 Mobile County households who are Katrina Survivors and who have CDBG applications on
file with the Mobile County CDBG grant program administrator, 726 of these applications have received
on-site housing inspections from qualified inspectors who have provided preliminary cost estimates to
make necessary repairs for storm damage and code compliance.

The Mobile County grant program administrator has determined from the inspection reports that a
conservative average repair cost, (excluding elevation and septic systems) for these 726 applications is
about $40,000 per home, for a base total of about $29.04 million. Conservative estimates for septic and
elevation costs indicate: the average septic system costs about $14,000; average elevation cost is about
$30,000. An undetermined percentage (possibly 33%) of homes needs elevation and septie systems:
Thus, the total cost to rehabilitate 726 homes could range up to $39.6 miliion.

At the same average of $40,000 per home, the cost to repair the other 474 would begin at $18.96 million,
and assuming 33% need elevation and septic systems, this repair bill could range up to $24.83 million.
If the same ratio of houses are totaled among the 474 not yet inspected as found among those already
inspected (about 11%), then there could be another 52 homes that need the cap of $85,000, for a total of
$4.42 million. (The Mobile County Commission has currently suspended further inspections due to

concemns related to limited funding for housing assistance, i.e., $10 million.)

Rough Estimate for Katrina Rebuilding Cost in Mobile County, by Paul Neison, Jim Fuller,

and Zack Carter

The attached itemized estimate, is based on aggregate figures provided by Volume I: A Post-Katrina
Housing & Needs Analysis For The Mobile, Alabama MSA , June 2006, For Alabama Department
of Economic and Community Affairs Montgomery, AL. by Woods Research, Inc., and shows that
just Mobile County Alabama alone still likely needs over $300 miltion in Hurricane Katrina relief
(without even taking account of housing insurance and losses to small businesses.)

We want to first qualify this .estimate. by stating that the authors are two Katrina survivors from the
unincorporated area of south Mobiie County, and a community organizer who has worked (a few hours
a week) with the community since August. None of us have the expertise or access to information to be
able to describe this estimate as a professional damage cost estimate, or an unmet needs assessment.
Nevertheless, Paul Nelson is an experienced construction contractor and his detailed itemization brings
validity to our estimate of the rebuilding costs of categories described in the Woods study, such as the
.550 housing units were destroyed. in Mobile County.

in fact, as we pointed out in the main letter, since September of last year, we have been asking state,
federal,

and local officials for a housing needs assessment of unincorporated south Mobile County, the area hit
hardest

by Katrina. /Indeed, Vo! i of the Woods study, on p.1-50 quotes the Mobite County Long-Term Recovery
Plan

of Spring of 2006, which called for the same assessment almost a year ago:

Unincorporated Mobile County

Develop a Comprehensive Housing Needs Assessment.

Conduct an in-depth housing needs analysis for Mobile County to provide

guidance to local governments and non-profit agencies as they develop

affordable housing programs.

Reeovery Value: High

Estimated cost: $100,000

16

Unincorporated South Mobile County

South Mobile County consists of eight distinctive communities: Alabama Port, Coden, Grand

Bay, Fow! River, Hollingers Island, Irvington, Mon Luis Island and St. Elmo.

Increase Availability of Affordable Single-Family Housing in Unincorporated Areas

5
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Focus available grant resources to promote meeting the single-family housing

needs of low- and moderate-income households.

Recovery Value: Moderate

Estimated cost: To be determined

On the next page, the Woods study states:

City of Bayou La Batre

Develop and Affordable Housing Master Plan and Establish a Homeownership Program.

...Approximately 75 percent of the homes in Bayou La Batre were either

destroyed or received damage greater than 50 percent...VOA will partner with the City to meet these

housing goals.

Recovery Value: High

Estimated cost: $2,566,500

So as we continue to advocate for a professional needs assessment, we can say with certainty that: likely
more

than 75% of the homes in the town of Coden, which has a large minority population, received damage
greater

than 50%; and many, such as Tommy and Faye Lee, and Paul Nelson.s shop and home, were completely
blown

away. Coden (population 3,500) was hit the hardest by Katrina, it is between the Guif of Mexico and Bayou
La

Batre - bordering to the south and east of Bayou La Batre (population about 1200).

We can also say that probably most of the 554 families still having to survive life in unsafe FEMA campers
and

trailers are in Coden and the other unincorporated hamiets along Mobile County.s 12 mile Guif Coast. (The
number 554 cited in the main letter may be an underestimate, for example, one FEMA post states there
were

897 mobile homes occupied by Alabama Katrina survivors as of Aug. 25, 2006.
hitp://www.fema.gov/hazard/hurricane/2005katrina/anniversary_factsheet.shtm. We also personally know
many of these families who have not received rebuilding assistance, and when potential help finally arrived
last

Jan. 25 in the form of Mobile County.s CDBGs, they were again set back by the application process and
basic

flaws in the grant administrator.s policy and procedures.

The main objective of our estimate is to reasonably quantify the unmet needs of unincorporated
Mobile County, thereby illustrating the need for more state funding,

and a comprehensive housing needs assessment.

Regarding the state as a whole, page 1-8 of the Woods study states: ....a total of over $500,000,000 in
damages

were experienced from Hurricanes Katrina, Rita and Wilma. Source: .Current Housing Unit Damage
Estimates.. This study, however, cautions on page 1-9 that: .There is no centrai point that has ail of the
data.

The assessment and recovery process is extremely fragmented..

Thus, another reason we our limit our estimate to Mobile County, because according to the Woods study,
the

Mobile County aggregate figures are based on actual data, i.e., .from the Mobile County Public Works
Dept..

The following is quoted from page 1-9 of the Woods study:

Mobile County

Based on data from the Mobile County Public Works Department in Mobile County

there was an estimated:

17

_ 110,000 singie~family structures damaged
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_ 01,020 mobile homes damaged

_ 1020 multi-family residences damaged *

1310 commercial properties damaged

118,600 housing units suffered minimum damage

_[1850 housing units suffered major damage

_ 1550 housing units were destroyed

_DLosses on housing structures inspected $49,000,000

_0ther estimated housing losses $45,000,000

_OTotal Estimated Housing Damage $94,000,000

119,200 structures suffered wind damage

_[1800 structures suffered water damage

*Note: Harbor Landing Apartments, a 200 unit apartment complex on Mobile Bay was

closed due to damage from the hurricane and is being replaced by $2,000,000

condominiums

Itemized Estimates of Damage in Mobile County, based on above list from page 1-9: our figures and

comments listed in brackets & bold below each quoted category

Mobile County

Based on data from the Mobile County Public Works Department in Mobile County there was an estimated:

_ 110,000 singie-family structures damaged

_01,020 mobile homes damaged

[This figure does not state whether the 1,020 mobile homes suffered major or minor damage.

FEMA.s $5,200 assistance for .minor damage. would not be sufficient for many traifers since
Itwater damage 1 fly r a trailer is ultimately totaled. We need more information to

adequately estimate this category. For example, depending on the size, a replacement trailer could

cost $20,000 - $80,000. A conservative estimate would be to assume half the mobile homes had

minor damage and muitiply 510 mobile homes by $5200 = $2,520,000; and 510 mobile homes by

$30,000 = $15,300,000. Total = $17, 820,000.]

120 multi-family residences damaged *

[We need information to quantify this category, some of the several multi-family residences in

Coden seriously damaged were owned by the following: Freddie Marceaux, Donnarene Nelson,

and Emanuel Degeer]

1310 commercial properties damaged

[We need more information to quantify this category, for example the business where Paul Nelson

currently is employed, Mobile Processing, had dar up to $10,000,000.]

_ 08,600 housing units suffered minimum damage

[Although minor damage could range from roof replacement, at a cost of around $10,000 for a

modest home, to floor damage which could cost up to $20,000. Thus our estimate is 8,600

muitiplied by $15,000 = $129,000,000.]

_11850 housing units suffered major damage

Estimated cost = $110,840,000

(* See detailed itemization below.)

_[1550 housing units were destroyed

Estimated cost = $102,520,000

18

(* See detailed itemization below.)

.550 housing units were destroyed.

Foundation: $8,000

Framing & finishing {inciuding cost of bringing up to new FEMA code): $122,000 (1220 SF @

$120/SF)

Mound/Ground Septic system: $14,000

Perc test: $1000

Permitting: $1500

)



166

Subtotal {(minus insurance and elevation)*: $160,000

"550 housing units were destroyed. muitiplied by $160,000 = $88 Million

Assuming that 66% of 550 newly constructed units will require higher elevation at an approximate
average cost of $25,000/unit; 363 new units multiplied by elevation cost $25,000 = $9,075,000
TOTAL EST. COST for .550 housing units were destroyed. = $88 million + $9, 075,000 =
$97,075,000

* Plus Insurance: Flood $1500, Wind damage $2000 per house

.850 units suffered major damage.

Gutting, including disposing of moided sheet rock, etc. - $40,000

Strapping to new FEMA code - $8,000

Roof - $10,000

Septic tank - $14,000

Perc test - $1000

Permitting fees - $1500

Rewiring - $30,000

Piumbing - $5,000

Sterilization -- $5000

Subtotal (minus insurance and elevation)--$104,000

19

850 units suffered major damage housing_muitiplied by $104,000 = $88,400,000

OAssuming that 66% of 850 housing units suffered major damage require elevation (if house is more_
than 50% damaged it must be elevated); then 561 rehabilitated houses muitiplied by elevation cost
$40,000 = $22,440,000

TOTAL Estimated Cost for .850 housing units suffered major damage. = $110,840,000

* Plus Insurance: Flood $1500, Wind damage $5000 per house

TOTAL = $17, 820,000 1,020 mobile homes damaged

$10,000,000 310 commercial properties damaged

$129,000,00 8,500 housing units suffered minimum damage

$110,840,000 850 housing units suffered major damage

$102,520,000 550 housing units were destroyed

TOTAL DAMAGE

COST IN MOBILE COUNTY = $370,180,000

MINUS TOTAL KATRINA RELIEF ?

STATEMENT BEFORE THE U.S. HOUSE COMMITTEE ON OVERSIGHT AND
GOVERNMENT REFORM

Chairman Henry A. Waxman, 110" Congress
Hearing Probing Toxic FEMA Trailers

Thursday, July 19, 2007, 10:00 am

Paui Nelson
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Board Member South Bay Communities Association

P.O. Box 112

Coden, AL 36523

Mr. Chairman and Members of the Committee on House Oversight, thank you for inviting me to present written
testimony to this hearing probing toxic FEMA ftrailers.

I have been a lifetime resident of Coden, Alabama on Mobile County’s Gulf Coast for over fifty years. Like my father
and grandfather before me, I have been active in my community since early adulthood. For example, my father,
brother, and I helped organize the oyster-catchers union in south Mobile County; and we have always been staunch

defenders of the marine environment. See anthropologist E. Paul Durrenberger’s book, It’s All Politics: South

Alabama’s Seafood Industry, (University of Illinois Press, 1992.)

In regard to my experience with formaldehyde in FEMA campers and trailers, I know personally of about 25 families
with serious health issues that arose after living in these temporary mobile homes for almost two years. I stress
temporary because that is what they were built for — not permanent homes. Sad to say, my mother became one of the
victims after living in a FEMA trailer for a little over 2 years. She died of respiratory failure last October. Before she
passed away, I ordered a formaldehyde kit to be placed in her trailer. When 1 got the test results back, the level of
formaldehyde was twice the recommended limit. It was too ate for her, but maybe this statement may help save
some elderly and children’s lives by letting the seriousness of this chemical it be known. And now, almost two years
after Katrina, FEMA wants to sell these trailers to the people living in them -- who have not received any assistance to
rebuild, including myself -- orn condition that they hold FEMA harmless of any action and with no attempt to
remediate for the formaldehyde that they know is present. They are actually selling these people their coffin.

Mr. Chairman, this concludes my prepared statement and I would be pleased to answer any questions the Committee

may have.

STATEMENT BEFORE THE U.S. HOUSE COMMITTEE ON OVERSIGHT AND
GOVERNMENT REFORM

Chairman Henry A, Waxman, 110" Congress
Hearing Probing Toxic FEMA Trailers
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Thursday, July 19, 2007, 10:00 am
Zack Carter, Organizer

Alabama Arise

207 Montgomery Street Suite 900
Montgomery, Alabama 36104-3535

Mr. Chairman and Members of the Committee on House Oversight, thank you for inviting me to present written
testimony to this hearing probing toxic FEMA trailers.

I am a community organizer for the nonprofit organization Alabama Arise, which is a coalition of 153 civic and faith-
based member groups from Alabama. Qur mission is to advocate for public policies that will benefit low and
moderate income people in the state of Alabama. As an example of our work, last year we helped lead a successful
legislative reform effort that resulted in a state law that, for the first time in the state’s history, provides Alabama
renters with rights to specific habitability standards. I have been employed by Alabama Arise since October 2003,

In July of last year, while performing volunteer work with my 16 year old son in south Mobile County, I became
introduced to various federal, state, and local policies that have precluded many Katrina Survivors (many who prefer
now to be called Victims) from receiving government assistance as they languish in tiny FEMA campers. [ have met,
and video interviewed, dozens of Katrina victims in south Mobile County, and I can say that almost each one has
complained to me about health problems that they developed since moving into their FEMA camper - from
nosebleeds and bronchitis, to high blood pressure.

There are about 400 families, some 2,000 people including children, elderly, and the disabled Katrina Victims stili
stuck in FEMA campers with no prospect of federal relief — specifically the current unreleased CDBG funds will
serve less than 10% of some 1200 family applicants. For official data reflecting these figures please see copied
below, the July 2, 2007 lobby letter to Senator Shelby, co-signed by myself and other members of non profit groups,
Mobile County Commissioner Mike Dean, and his Grant Program Administrator Kathy McHugh.

David Underhill, of Mobile Bay Sierra Club has informed me that aimost all of the dozen FEMA campers his
organization tested in Mobile County showed excessive formaldehyde fumes. One community leader that I have
worked closely with, Paul Nelson, told The Nation magazine in February of this year, that he believes that the
excessive formaldehyde fumes in his mother’s FEMA camper contributed to her sudden death. Mr. Nelson informed
me today that FEMA is now trying to sell the camper to him, obtain his signature and agreement that wouid exempt
FEMA from any responsibility, and then remove the camper from his property ~ the only means of shelter for his
disabled brother.

An example of some of these videos can be found at the “dailymotion.com” website listed below. You'll see first, for
example, Tommy and Faye Lee who have moved into a shed to give their 11 year old Kaylee and 17 year old son
Josh, more room in the FEMA camper. This website listed is also listed in our last paragraph of our June 6/22 protest
letter to Alabama Department of Economic and Community Affairs regarding their neglect of Alabama’s Katrina
Victims, found at www.alarise.org along with attachments that further document Alabama Arise’s efforts this past
year to obtain fair hurricane relief in our state.

(http://www.dailymotion.com/us/search/Kat%20Interview/video/x1k4pc_southbaycommunities.)

Many of these people suffering in FEMA campers are children and teenagers, and as a former high school and college
history instructor, this situation has prompted me to recall Justice Thurgood Marshall’s argument that won the hearts
and minds of the Supreme Court in Brown v Board, 1954 -- the famous psychological study that showed that African
American children preferred white dolis over black dolis, thus illustrating the fact that segregation was undermining
the self esteem of African American children. What is FEMA’s formaldeyde-laced campers, and the lack of federal
relief doing to the self esteem of the thousands of Josh and Kaylee's in Alabama?

10
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1 would also like to include as part of my testimony today, the testimony that [ provided March 10 of this year to the
Lawyers’ Committee on Civil Rights Under Law’s National Commission on Environmental Justice on the Gulf Coast
which further documents the points raised above, and is copied below.

Mr, Chairman, this coneludes my prepared statement and I would be pleased to answer any questions the Committee
may have.

July 2, 2007

Honorable Senator Richard Shelby
110 Hart Senate Office Building
Washington, D.C. 20510-0103

Dear Senator Shelby,

At the Mobile County Commission this past Monday, June 25, the unmet needs of Mobile County Katrina
Survivors were illustrated by figures derived from on-site inspections contracted by the Mobile County grant
administrator for 726 of the current 1,200 CDBG applications.

It became clear that Alabama’s $16 million share of the second round of CDBG funds cannot even fulfiil the
unmet needs of Mobile County, much less the other Alabama counties impacted by Katrina. Therefore we ask that
you, as the Ranking Member of the Senate Banking, Housing and Urban Affairs Committee, support the proposed
Gulf Coast Recovery Act of 2007, S. 1668, and work with your colieagues to include funding for Alabama in this bill.

From the 726 applications, we know that:

] A conservative average cost to repair a home was approximately $40,000. Moreover, considering
the costs for elevation and a septic system for a significant number of houses, we conclude that the
County’s current CDBG allocation of approximately $10 million would repair only 15 - 20 % of
these homes.

| Even more compelling is the fact that 81 of the 726 inspected Mobile County CDBG applicants had
their homes completely destroyed or so severely damaged by Katrina that rebuilding is more cost
effective than repair. If each of these applicants received the maximum grant of $85,000, the total
cost would be $6.89 million, leaving only $3.12 million for families who need repairs. Moreover,
$85,000 falls far short of the total cost to rebuild a modest two bedroom home given the expenses
associated with current housing codes, elevation, a septic system, and insurance.’

The Mobile County Comemission, acting through their grant program administrator, has currently suspended
inspections for the remaining 474 applications citing the limited amount of CDBG funds available for housing
assistance.

? See attached “Esti and Hemi iled b ity leaders and ad last March. It is based on damage estimates
provided by Mobile County Public Works and c:tcd in the Woods study, and totaled estimated repair costs for Mobile County at
$370,180,000.

i1
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In addition to the current 1,200 CDBG applicants, there are likely hundreds of others who did not make the
deadline for the CDBG applications that were distributed in January 2007. Currently about 400 families still exist in
FEMA campers in Mobile County, providing shelter for as many as six people -- including children, eiders, and the
disabled. Many, especially since Katrina hit, also have to now exist at low levels of income. They continue to work
hard and, as they have for generations, to provide the backbone of Alabama’s vital seafood industry: They need a
helping hand, and Alabama cannot afford to watch them pass from Katrina Survivors to Katrina Victims.

Sincerely,

Teresa Bettis, Director, Center for Fair Housing Inc. (Mobile)

Zack Carter, Organizer, Alabama Arise
«»ﬂr{ (aie

Commxssmner Mike Dean, Mobile County Commission District 3

Jim Fuller, President, South Bay Communities Alliance
j/«;m 0ol

Kathy McHugh, Roth McHugh & Associates, LLC / CDBG DRF Grant Program Administrator under
Contract with Mobile County Commission

Kty e

Paul Nelson, Board Member, South Bay Communities Alliance

T Rud Aeter—

Further Details Regarding On-Site Housing Inspections of 726 Applications

B Of the 1,200 Mobile County households who are Katrina Survivors and who have CDBG applications on
file with the Mobile County CDBG grant program administrator, 726 of these applications have received
on-site housing inspections from qualified inspectors who have provided preliminary cost estimates tc
make necessary repairs for storm damage and code compliance.

B The Mobile County grant program administrator has determined from the inspection reports that a
conservative average repair cost, (excluding elevation and septic systems) for these 726 applications is

12
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about $40,000 per home, for a base total of about $29.04 million. Conservative estimates for septic and
elevation costs indicate: the average septic system costs about $14,000; average elevation cost is about
$30,000. An undetermined percentage (possibly 33%) of homes needs elevation and septic systems:
Thus, the total cost to rehabilitate 726 homes could range up to $39.6 million.

B At the same average of $40,000 per home, the cost to repair the other 474 would begin at $18.96 million,
and assuming 33% need elevation and septic systems, this repair bill could range up to $24.83 million,

B If the same ratio of houses are totaled among the 474 not yet inspected as found among those already
inspected (about 11%), then there could be another 52 homes that need the cap of $85,000, for a total of
$4,42 million. (The Mobile County Commission has currently suspended further inspections due to
concems related to limited funding for housing assistance, i.e., $10 million,)

REPORTS FROM OVER 2000 ALABAMA KATRINA SURVIVORS:
CHILDREN, WOMEN, AND MEN STILL EXISTING IN FEMA
TRAILERS & CAMPERS; OR IN SINGLE FAMILY HOMES
BURDENED WITH 2 & 3 FAMILIES. (Compiled by Zack Carter)

My name is Zack Carter, I am an organizer for Alabama Arise, a statewide coalition that advocates for state
policies that benefit people who must survive on low incomes in our state. I want to thank the National
Commission on Environmental Justice on the Gulf Coast for this opportunity to testify today, March 10,
2007, in my home town of Mobile, Alabama,

As the people of south Mobile County struggle to tebuild, they are also forced to
struggle for Environmental Justice — from exposing the sefious health hazards of
excessive formaldehyde fumes in the FEMA trailers & campers (in a partnership with
The Sierra Club), to their stand against a waste treatment plant proposed to be built in
their predominantly minority community, in a “High Velocity Flood Zone”, and with
$24 million of federal Community Development Block Grants (CDBG) - representing
nearly 1/3 of the total $94 million in CDBG allocated for Alabama since Katrina. less
than $27 Million of these federal funds have been allocated for housing, and

none of these have yet been released!

South Mobile County residents are forced to overcome many bureaucratic obstacles as they struggle to
rebuild. One of these, linked to the environmentally unsound proposed waste treatment plant, is an
arbitrary policy imposed by Mobile County Board of Health, which prohibits Katrina survivors from
connecting rebuilt homes to their cutrent septic tanks ~ even if this septic tank is cutrently working fine
for their FEMA trailer. Please see the letter from Mobile Bay Sierra Club below regarding Nancy McCall.

Date: Mon, 25 Dec 2006 22:06:54 -0800 (PST) in a modest neighborhoad could be durably restored at an affordabte
Subject: Hurricane Katrina Action Plan For Supplementat Disaster Recovery cost with enviror friendly ials and methods.
Funds 4

Volunteers sweated at the site during several extended weekends
and accomplished much. But we could nat complete the interior
walls until the plumbing we had instalied was officially inspected and
approved. We could not obtain that certification until we had a

Last summer the Sierra Club helped organize a crew to rebuild connection to either an acceptable septic tank or a sewer system,
[Nancy McCall’s]} house in Coden ruined but not destroyed by and neither was avaifable. So the project is now darmant.

Katrina. Besides he!ping the owner get out of a FEMA trailer and

back into a home, our intention was to show that a modest structure

To: CDBG@adeca state.al.us

13
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This situatinn symbolizes the many pther damaged residences in
the area that also remain uninhabitable, ¥ the funds available o you
were used lo rectify such circurnstances, then people who are stilt
Katrina refugees more than s year alter the storm could retum to
their homes

David Underhifll, chair

Mobile Bay Sierra Club

buile by her father, and when
Rebudlding canmot be complete untl the sewe: t
resolved. Like hundveds of others, she worties about eviction
from her FEMA trailer,

PFauni Nelson’s family home
their FEMA camper, where
# year still hoping to see the family home rebuilt. After his mother’s death, Pau!
jevels in the camper were 58% higher than EPA recommendstions,

brother face eviction from
4 FEMA camper for over
eison received the Sierra Club’s test resuits - formatdehyde

Paul Nelson of Coden, Al has been a citizen lobbyist for over 30 years on issues ranging from fair
hurricane relief and environmental justice to fair governmental policies for shrimpers and oyster
catchers. His mother, Hilda Nelson also of Coden, Al died suddenly on Oct, 5. On Feb, 14, 2007,
the highly respected journal, The Nation documented the fact that tragically, like tens of
thousands of Hurricane Katrina and Rita survivors across the Gulf Coast, Mrs. Nelson also
had to contend with toxic levels of formaldehyde vapor ing from the particle board in
her FEMA camper.
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The following is an excerpt from The Nation’s Feb. 14 exposé on high levels of formaldehyde

in FEMA trailers, and the interview with Paul Nelson:
Formaldehyde is a very powerful irritant,” says Mary DeVany, an industrial hygienist in
Vancouver, Washington. "When you inhate the vapors...the breathing passages close off,”
The International Agency for Research on Cancer has classified formaldehyde as a human
carcinog Air pling by the Occupational Safety and Health Administration at holding
stations where groups of trailers were kept before they were set up revealed high
formaldehyde levels even in outdoor air.

Hilda Nelson, 75, of Coden, Alabama....When she moved into a FEMA trailer at the site of
her former house, she was in good health, says her son, Paul. Three weeks later, he says, ""she
was having trouble breathing.” Not long after, she was diagnosed with pneumonia...Paul
Nelson ordered a kit to test his mother's trailer for formaldehyde. The results showed the
Tevel of the chemical inside her trailer was 50 percent over the EPA's recommended limit.”
{Mr. Nelson received his mother’s test results after her death, which was related to
respiratory failure.}
For many years Paul Nelson has provided a strong voice for all of the unincorporated towns (over 4,000
people) that span the 12 miles of Mobile County's Gulf Coast: Coden, Sans Souci, Mon Luis, Delta Port,
Alabama Port, and Heron Bay. Once again, Paul is speaking out for his community, even though it is
through a painful interview about the unjust circumstances surrounding his mother’s death.

15
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In an effort to understand the many challenges of long term recovery the Bay Area Food Bank would like for
you to take this opportunity to tell us about your most difficuit challenge while recovering from Hurricane
Katrina. We understand that recovery challenges can come in many unexpected forms ranging from loss of
home, trouble getting contractors to do work, permit issues for repairs, even finding child care or adjusting to
new work or living situations. We encourage you to take time to tell us about your most significant long term
challenge during your road to recovery from Hurricane Katrina. Telling us of your experience will help us to do
a better job of recovery assistance for others in the future. Also, the food you are receiving is part of a local
grant from the United Way and if you would like to make a statement on how this food will belp you in your

recovery effort it would be appreciated.
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Tammy Collier with Tyler, one of her four teenage children who have been living with their mother
and father in this FEMA camper for 19 months. Like many in south Mobile County, they did not
know about the county’s arbitrary and capricious deadlines: one week te pick up a CDBG
application on Jan, 25 204 f g fin & !

Tammy Collier and Pat Lilley are working to rebuild their house - FEMA will not assist.

Ms. Tammy Collier’s heart-wrenching statement is representative of over 500 area households, or
about 2300 Katrina survivors in south Alabama. They have lived, or more precisely barely
survived, for 1 1/2 years in flimsy unhealthy FEMA trailers because federal CDBG funds have net
yet been released!

Applications for CDBG funds were finally released on Jan. 25, yet Mobile County’s grant administrator,
Roth McHugh of Montgomery, imposed a one week deadline for picking up the applications, and a two
week deadline to return them. These arbitrary and capricious deadlines were imposed with no consultation

17
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or waming 1o the local community leaders and state advocates who had been meeting with the grant
administrator, FEMA, Federal, State and County representatives since last September. Pleas for
extensions on the deadlines and for assistance in filling out the complicated application forms bave
been basically ignored (the return deadline was extended to one month, but not the pickup
deadline.) In addition, the forms have not been translated, despite the fact that Vietnamese and
Spanish is the first language of a significant number of Katrina survivors in south Alabama.

On Feb. 26 a letter was mailed protesting these deadlines, addressed to Mobile
County Commissioner and copied to various state and federal representatives and
stated: “We are particularly concerned that the current procedures place lower
income families and members of classes protected under the federal Fair Housing
Act — those people who are priority recipients of CDBG funds — at a particular
disadvantage.”

Over 250 individuals and organizations signed this letter. National advocacy groups who signed this letter are:
Lawyers Committee for Civil Rights Under Law, National Coalition for the Homeless
National Housing Trust,

National Fair Housing Alliance,

National Low Income Housing Coalition,

State organizations that signed were:

Alabama Appleseed,

Alabama Arise

Carlisa, Inc. (Brewton)

Center for Fair Housing, Inc. (Mobile)

Collaborative Solutions, Inc. (Birmingham)

Daughters of Charity (Mobile)

Federation of Child Care Centers of Alabama (FOCAL)

Fairhope Friends Meeting (Quakers) (Fairhope

Greater Birmingham Ministries (Birmingham)

New Life Holiness Church (East Brewton)

North Alabama Conference of United Methodist Church Restorative Justice Team
The Quest for Social Justice (Mobile)

Saint James Baptist Church (Brewton)

Saint John Missionary Baptist Church (Evergreen)

Sisters of Mercy (Mobile)

Last December three advocacy groups Alabama Appleseed, National Fair Housing Alliance, and National
Low Income Housing Coalition wrote detailed critiques and recommendations regarding Roth McHugh’s
“Policy Statement” for disbursing the $8.5 Million Katrina CDBG funds for Mobile County including:
lack of a specific housing needs assessment/survey of unincorporated areas of Mobile County; a “first come first
serve” policy that could leave the most needy out in the cold; no fanguage to assure those most in need -- e.g., the
elderly, parents with young children, disabled -- will be served before an early applicant is allowed to exceed
the cap; unfair or unclear requirements for those with heir property who lack clear title, etc.

(copies are available.)

Grass roots groups and advocates participating with local and state officials in the Coden Task

Force proposed amendments to correct the serious flaws two months ago. The grant administrator
recently rejected these amendments. We hope this letter will prompt the county to resume
communication with the people most affected.
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As many people in south Mobile County fight off despair, there are those ready to step in if they
lose the battle, Evelyn “Elbow” Nelson’s statement in a Jan. 22™ Alabama Arise (a statewide
coalition that advocates for Alabama’s numerous low income population) press release explains:

O (C
ARISE

NEWS ADVISORY 1/22/07

News conference today ~ 2:00 pm, Mobile City Hall Atriam
Contact; Zack Carter, Alabama Arise (334) 832-9060
Jim Fuller, South Bay Community Alliance (251) 824-9700

FEMA Evictions Delayed, Concerns Remain

Displaced residents, adyocacy groups question fairness of Katrina relisf and highlight related environmental issues

BAYOU LA BATRE, AL — Nearly 2,000 Hurricane Katrina survivors in south Mobile County won 6 more months of
borrowed time on Friday when President Bush pushed back a February 28 end date for FEMA trailer and rental assistance.
Community activists had petitioned for a one-year postponement of the eviction deadline. A year and a half after the storm, an
estimated 700 area households remain in FEMA trailers and tiny campets because federal Community Development Block
Grants designated for home rebuilding have not yet been released.

Displaced Coden resid and rep atives of social justice and environmental advocacy groups will hold a ngws
conference on the fairness of Katrina relief policies at 2:00 today at Mobile

Also at issue will be the new Bayou La Batre waste treatment plant, slated for construction in neighboring Coden, in a minority
community within a federally designated flood zone. County and state officials have informed Coden homeowners that, in order
to move back in after rebuilding, they must agree to hook up to the planned facility. An environmentally sound altemative
proposal by the Mobile Area Water and Sewer System remains under consideration by state and local authorities.

The utility project is just one piece of a larger coastal development picture that worries many locals, including Evelyn “Elbow”
Nelson. “After the storm, my husband and I and nine other family members had to live on a sheimp boat for about a month,”
Nelson says. “The first day we got back, we noticed there were flyers from developer Tim James’s company all over people’s
houses, trailers, and even pilings of blown-away houses. The flyers asked if people wanted to sell. What the flyers should have
said was ‘How can we help?™

When Nelson called the number on the flyer and spoke to James, he offered to buy her family’s several acres for $20,000. “That
property’s been in our family for over 100 years,” Nelson says. “I told him we were not for sale.”

# B B

Alabama Arise is a nonprofit statewide citizens’ organization comprising 150 congregations and community groups dedicated
to improving the lives of low-income Alabamians.

Ms. Nelson worries constantly for her mother and father whose home was destroyed by Katrina. “No one
died down here during the storm, but six elders in my neighborhood have died since - mostly of broken

9



178

hearts waiting for their modest family homes to be rebuilt.” A FEMA sponsored survey estimated
(community leaders request for a detailed assessment has not been provided) that 550 homes were “totally
destroyed” in Mobile County, and another 850 had “major damage.” (Volume I:A Post-Katrina Housing
& Needs Analysis For The Mobile, Alabama MSA Dare June 2006.)

Ms. Collier and Ms. Nelson come from the area hit hardest by the Katrina in south Alabama, and the area
most politically under-represented ~ unincorporated south Mobile County. According to a recent U.S,
Coast Guard impact study {regarding a pre-Katrina LNG project), by Dr. John Salter; “Incomes in this
area are considered to be low to modest without & significant middle class, Many residents...are
dependent upoen the marine environment...The colonial population consisted of 2 mixture of French,
African, and Native Americans. Social and racial lines tended to be and remain somewhai blurred
as a consequence of this background.” And since the 1970°s, Salier writes that the multicultural
character has expanded to include a “..Creasian” cnlture resulting from the blending of the
longstanding Creole and Cajun and recent Asian ethnicities.” (Secial Impact Assessment For the
Proposed Main Pass Energy Hub Envir al Impact St t, January 2005)

In the same document, Dr. Salter also noted:
Affected Communities should be evaluated for

“Data collection and research indicate that the Potentially
vironmental Justice concermns.”

These are the people of the unincorporated multiracial hamlets that span some 9 miles of Mobile County’s
Gulf Coast: Portersville Bay, San Scuei, Coden, Mon Luis Island, Heron Bay, and Alabama Port. For
over two hundred years this unique community has harvested Alabama’s significant seafood indusiry and
they have been the stewards of Alabama’s oyster reefs and shrimp nurseries.

Jim Fuiler and Judy Bails home before Katring and after Katrina, with no assistance to rebuild. Jim i3 now President of South Bay
Communities Allinnce, and Judy is Covporate Secretary. The year<eld grase-roots organization is siriving to bring Katrina relief to the
unincorperated towns of Mobile County’s Gulf Coast.
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Come to
Mobile's
Alabama Arise
Meeting
Monday Oct. 9,
2008

At
Providence
Hospital-
Conference
Room One
{see other side
for speakers)

*Support Fair
Hurricane
Katrina Relief
For All

*Support "Money
Follows The
Person”
Give Older
Citizens And The
Disabled

Freedom to Live These Pictures Speak A Thousand Words.
On August 28, 2008 almost one year after
Where Th‘e y Katring, residents of Coden brave a
Choose! lightening storm {o receive basic supplies
donated by The American Red Cross, Al
Arise members help in distribution.
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Mrs. Hilda Nelson in her FEMA camper with supporters September 5, 2006, one month
before ber death,
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RETURN TO NEW ORLEANS; RESIDENTS SHOULD GO HOME TO NEW AND BETTER
PusLic HOUSING

The Washington Post, Monday, April 30, 2007
Editorial

Twenty months after Hurricane Katrina, public housing residents of New Orleans
remain scattered across the country. Many want to go home. They should be able
to. But returning to the same squalid and dangerous housing projects that were iso-
lated cauldrons of dysfunction and pathology is neither just nor humane. Katrina
changed everything in the Crescent City, and its public housing must change, too.
That’s what the U.S. Department of Housing and Urban Development is trying to
make happen. But a lawsuit filed by the Advancement Project, a Washington-based
civil rights organization, against federal, state and city officials is holding things up.

New Orleans public housing before Hurricane Katrina was gripped by drug and
gang activity, making the projects among the most dangerous areas in the city. Cor-
ruption and mismanagement led the federal government to take over the Housing
Authority of New Orleans in 2002. HUD was in the process of redoing some of the
public housing in the mode of HOPE VI developments that favor townhouse design
and mixed-income residences over brick apartment buildings that warehouse the
poor. Then Katrina hit.

The Advancement Project lawsuit claims “defendants’ inaction and needless delay
in repairing and reopening New Orleans’ public housing development are based on
racial animus and a clear intention to prohibit the return of many low-income Afri-
can-American families.” It demands a halt to HUD’s planned demolition of troubled
projects and a right of return for everyone to their old apartments in public housing.
Unfortunately, comments by HUD Secretary Alphonso Jackson (New Orleans “is not
going to be as black as it was for a long time, if ever again”), Rep. Richard H. Baker
(R-La.) (“We finally cleaned up public housing in New Orleans. We couldn’t do it,
but God did”) and New Orleans City Council President Oliver Thomas (“We don’t
need soap-opera watchers all day”) served to fuel the conspiracy theories underpin-
ning the lawsuit. They also roiled long-troubled racial waters in New Orleans.

Judge Ivan Lemelle pushed aside the racial charges and denied an injunction
against razing the housing projects. But a jury trial is set for Nov. 26, and Judge
Lemelle has ordered the Advancement Project and HUD to try to settle before then.
At stake is the transformation of four public housing projects built in the 1940s—
C.J. Peete, St. Bernard, B.W. Cooper and Lafitte—from fortresses of concentrated
poverty into mixed-income communities. The nonprofit developers of Lafitte, for in-
stance, are doing just about everything the Advancement Project says it wants—and
what a House bill making its way to the Senate would mandate—while at the same
time following through on HUD’s vision for renewed, reconnected and revitalized
public housing that no longer isolates the poor.

Enterprise Community Partners has committed to a one-for-one replacement of
public housing units at Lafitte and to a right of return for former Lafitte residents.
The developer has traveled to Houston and Baton Rouge to get residents’ input. By
renovating some of the units at one end of the project while tearing down and build-
ing the New Orleans-style homes on the other end, Enterprise would make it pos-
sible for former Lafitte tenants to return to New Orleans now. But everything is
on hold; no one can get started until the Advancement Project’s trial concludes.

The problem is compounded by a July 1 deadline for developers to spend 10 per-
cent of a project’s total development cost using Gulf Opportunity Zone low-income
tax credits or risk losing them. In that case, everyone loses. Considering that many
of its objectives are being met, the Advancement Project should take yes for an an-
swer and let demolition begin. The displaced people of New Orleans have waited
long enough to go home. If they can go home to apartments better than the ones
they fled, that should be applauded, not denounced in court.

IN DivIDED NEW ORLEANS
The New York Times, Tuesday, May 15, 2007
Editorial

When President Bush spoke to the nation soon after Hurricane Katrina, he was
resolute that the city would be rebuilt. “We will do what it takes,” he said. We—
the federal, state and city governments; elected officials and the citizens who hire
them—have failed spectacularly. Homes and schools remain empty or imaginary;
evacuees and survivors wait in cramped trailers, unable to return or rebuild. A huge
silence still hangs over the Lower Ninth Ward, a place every American should see,
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to witness firsthand how truckloads of promises have filled New Orleans’s vast dev-
astation with nothing.

That the Lower Ninth is overwhelmingly black is not irrelevant. African-Ameri-
cans were the predominant and poorest members of this city before the storm, they
bore the worst of it and have the farthest journey back to stability. A study issued
last week by the Kaiser Family Foundation, based on interviews last fall with resi-
dents of Orleans, Jefferson, Plaquemines and St. Bernard parishes, maps the out-
lines of a sharp racial divide.

In Orleans Parish, twice as many African-Americans as whites said their lives
were still “very” or “somewhat” disrupted. Seventy-two percent of blacks said they
had problems getting health care, compared with 32 percent of whites. Blacks were
more likely to say that their financial status, physical and mental health, and job
security had worsened since the storm. And they expressed considerably more anx-
iety than whites about the sturdiness of the rebuilt levees, the danger from future
Katrinas and the prospect of living without enough money or health care, or a de-
cent, affordable home.

There was a consensus about broad categories of the recovery: solid majorities
thought there had been at least some progress in restoring basic services, reopening
schools and business and fixing levees. But in three vital areas—rebuilding neigh-
borhoods, controlling crime and increasing the supply of affordable housing—most
agreed that there had been no progress or “not too much.”

Even with the constant trickle of bad news, you can find minimal improvements.
Thousands of building permits have been issued. A crisis was recently averted when
the Bush administration extended temporary housing assistance for tens of thou-
sands of displaced families. Some government housing subsidies that were to expire
at the end of August will continue until March 2009.

It is also encouraging that administration of the housing program will shift from
the Federal Emergency Management Agency to the Department of Housing and
Urban Development, which has always been the logical choice, given its experience
in housing needy families. Other positive signs include the halting progress toward
a workable redevelopment plan, and a recent finding that the city’s population had
grown to above half of its level before the storm.

The Kaiser survey even found signs of hope when it tested for resilience in a
proud city. Sixty-nine percent of respondents said they were optimistic about New
Orleans’s future. And only 11 percent said they planned to leave.

Their faith must not be betrayed. Residents in the survey were keenly aware that
their city’s fitful recovery would be devastated if the levees failed again. They put
strong levees above all other priorities, including fighting crime and even basic serv-
ices like electricity and water. And yet National Geographic has reported that an
engineer has found signs that levees were poorly rebuilt and are already eroding.
There is no room for error here.

HoMmE SWEET HOME; NEW ORLEANS PUBLIC HOUSING RESIDENTS DESERVE BETTER
THAN WHAT THEY HAD BEFORE HURRICANE KATRINA

The Washington Post, August 27, 2007
Editorial

Public Housing advocates are gearing up for a sit-in at the offices of the Housing
Authority of New Orleans tomorrow. Their frustration is understandable. Two years
after Hurricane Katrina scattered residents to communities outside the Crescent
City, most have yet to return home. But the protesters’ goal of getting the displaced
back into their old units is wrong. While the historical significance of those struc-
tures is undeniable, so is their history of being forlorn concentrations of poverty.

To tour the barracks-style apartment complexes of New Orleans is to see the best
and worst of public housing. Because most of them were built in the 1940s, a walk
into one of their cramped units is a walk back in time. For instance, residents can’t
run water in the bathtub and the bathroom sink at the same time. Warmth in the
winter is provided by space heaters. For the most part, the old projects are cut off
from the flow of the city because the city’s streets don’t go through them. Now, if
you go to the redeveloped Fischer and St. Thomas complexes, you'll see the best in
modern public housing. Warehousing of the poor and marginalizing them from the
larger community are out. Modeled on HOPE VI developments, these are mixed-in-
come neighborhoods of townhouses. The homes are spacious. The appliances are
new. The sense of hopelessness that envelops Iberville, the one fully functioning old-
style public housing project, is not present.
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The U.S. Department of Housing and Urban Development wants to bring four
other old public housing estates into the modern era. But a lawsuit by the Advance-
ment Project, a Washington-based civil rights organization, has stopped HUD from
doing so. The lawsuit accuses the agency of cleansing African Americans from New
Orleans by keeping the four public housing projects shuttered. It demands a right
of return for all New Orleans public housing residents, and it demands that those
families go back to the units they fled on Aug. 29, 2005. Until the case goes to trial
in November, those families will have to wait. This is unconscionable. Yes, they
should return. But they should return to something much better than they left.

At least one developer, Enterprise Community Partners, which has been chosen
by HUD to redevelop the Lafitte project, has committed to providing a new public
housing unit to every family that lived there before in what would become a mixed-
income community. A bill sponsored by Sens. Christopher J. Dodd (D-Conn.) and
Mary Landrieu (D-La.) would make what Enterprise is voluntarily doing the law.

Donna Davis, 52, has lived in the projects since she was 9. The pride in her two-
story townhouse in the new Fischer complex was plainly evident as she toured a
visitor around. When asked what she would say to people afraid of HUD’s redevel-
opment plans, Ms. Davis looked to her own experience. “We lived [in Fischer] and
stayed there,” she said. “Now it’s time for us to grow and open up . . . to see how
good we can all live.” If the Dodd-Landrieu bill passes, the Advancement Project
should drop its lawsuit. Returning public housing residents deserve to have Ms.
Davis’s experience.
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S. 1668 Gulf Coast Housing Recovery Act of 2007, Introduced
by Senators Dodd and Landrieu, June 20, 2007

SECTION-BY-SECTION

SEC. 1. TITLE
Gulf Coast Housing Recovery Act of 2007

SEC. 2. LIMITATION ON USE OF AUTHORIZED AMOUNTS.
No funds authorized may be used for lobbying.

TITLE I—COMMUNITY DEVELOPMENT BLOCK GRANTS
SEC. 101. FLEXIBILITY OF FEDERAL FUNDS FOR ROAD HOME PRO-
GRAM

Requires that FEMA transfer $1.17 billion of Hazard Mitigation
Grant Program funds be transferred and allocated through the
Road Home program, for mitigation activities.

SEC. 102 HOUSEHOLD ASSISTANCE PROGRAMS FUNDED WITH CDBG
DISASTER ASSISTANCE.

Requires each state receiving supplemental CDBG funds to re-
port on the uses of disaster CDBG funds, including details on pro-
grams established, applications submitted, funds disbursed, aver-
age assistance amounts, and comprehensive data on who is being
served. Reports must be submitted quarterly to Congress and made
publicly available on the Internet.

SEC. 103 COMMUNITY DEVELOPMENT PILOT PROGRAM.

Requires Louisiana to make available, from previously appro-
priated funds, $30 million for New Orleans, and $25 million for
other parishes to use for redevelopment pilot programs. Under the
pilot programs, local redevelopment authorities will acquire, bun-
dle, and redevelop land. Redevelopment must be consistent with
city and neighborhood revitalization plans, original owners of land
will have first priority to purchase housing once developed, and
25% of housing developed must be affordable to low-, very low- and
extremely low-income households.

SEC. 104. ROAD HOME PROGRAM SHORTFALL.

Authorizes such sums as necessary for the Road Home program,
provided that the state of Louisiana provides $1 billion for the pro-
gram.

SEC. 105. ELIMINATION OF PROHIBITION OF USE FOR MATCH RE-
QUIREMENTS.

Allows states to use supplemental CDBG funds as a match for
other federal programs.

Eliminates repetitive environmental reviews so long as one fed-
eral environmental review is conducted.

SEC. 106. REIMBURSEMENT OF AMOUNTS USED FOR RENTAL HOUS-
ING ASSISTANCE.

Authorizes unused appropriated disaster funds to be used to re-
imburse cities or counties that used their own funds to house evac-
uees
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TITLE II—PUBLIC HOUSING

SEC. 201. SURVEY OF PUBLIC HOUSING RESIDENTS.

Requires HUD to contract with an independent research entity
to conduct a survey of people who resided in New Orleans public
housing as of August 28, 2005, to determine which and how many
households wish to return to redeveloped New Orleans public hous-
ing, how many want to return to a temporary public housing unit
in New Orleans while redevelopment is occurring, how many want
to receive voucher assistance in New Orleans, and how many want
to receive housing vouchers elsewhere. The survey must be com-
pleted 90 days after enactment.

SEC. 202. HOUSING FOR PREVIOUS RESIDENTS OF PUBLIC HOUSING.

Requires that within 90 days of enactment, the Housing Author-
ity of New Orleans (HANO) make available the greater of 3000
public housing units, or the number of households who indicate in
the survey that they want to return to public housing.

In providing housing units, the housing authority must offer op-
tions of available units and must provide relocation assistance to
residents wishing to return.

SEC. 203. REPLACEMENT OF PUBLIC HOUSING DWELLING UNITS.

HANO may only demolish public housing pursuant to if there is
a plan approved by HUD which ensures that there is resident
input, a public hearing is conducted, resident services are provided,
and replacement units will be made available.

Any unit which will not reopen and was occupied on August 28,
2005 must be replaced with another affordable unit—public hous-
ing, other affordable unit, or a voucher attached to a hard unit
(project-based vouchers). Any unit which will not reopen and was
vacant on August 28, 2005 must be replaced with either an afford-
able unit or a housing voucher.

SEC. 204. RESIDENT SUPPORT SERVICES.

Where HANO is providing housing vouchers as replacement
housing, it must: (1) provide mobility counseling; (2) conduct land-
lord outreach; and (3) work with developers to project-base assist-
ance where possible.

Every 6 months, HANO must report to Congress on where re-
placement units are located, including census tract data on poverty,
rent burden data and demographic data.

SEC. 205. PUBLIC HOUSING IN KATRINA AND RITA DISASTER AREAS.

For the 2 years after enactment, a public housing agency (PHA)
in disaster areas may only demolish or dispose of public housing
if there is a plan approved by HUD which ensures that there is
resident input, a public hearing is conducted, resident services are
provided, and replacement units will be made available.

Any unit which will not reopen and was occupied on August 28,
2005 must be replaced with another affordable unit—public hous-
ing, other affordable unit, or a voucher attached to a hard unit
(project-based vouchers). Any unit which will not reopen and was
vacant on August 28, 2005 must be replaced with either an afford-
able unit or a housing voucher.

A PHA must use its best efforts to locate tenants displaced and
provide those tenants with replacement units.
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SEC. 206. REPORTS ON PROPOSED CONVERSION OF PUBLIC HOUSING
UNITS.

Within 15 days of enactment, HUD must submit to Congress a
report on any plans it has to transfer ownership of public housing.
SEC. 207. AUTHORIZATION OF APPROPRIATIONS FOR REPAIR AND RE-

HABILITATION FOR KATRINA AND RITA DISASTER AREAS.

Authorizes such sums as are necessary to repair, rehabilitate, re-
develop and replace public housing, as well as to provide relocation
assistance and supportive services.

SEC. 208. EXISTING PUBLIC HOUSING REDEVELOPMENT.

Clarifies that any agreement to demolish or dispose of public
housing entered into prior to enactment can go forward so long as
replacement housing is provided.

SEC. 209. REPORTS ON COMPLIANCE.

Within 30 days of enactment, and each quarter thereafter, HUD
must submit a detailed report to Congress on compliance with this
title.

SEC. 210. INDEPENDENT ADMINISTRATION OF HOUSING AUTHORITY
OF NEW ORLEANS.

Requires HUD to petition for judicial receivership of HANO with-

in 30- days of enactment. Any receiver must comply with this Act.

SEC. 211. DEFINITIONS.

TITLE III—DISASTER VOUCHER PROGRAM AND PROJECT-BASED
ASSISTANCE

SEC. 301. DISASTER VOUCHER PROGRAM.

Authorizes such sums as are necessary to provide disaster vouch-
ers for formerly HUD-assisted households through June 30, 2008.
Prior to October 31, 2007, HUD must work with FEMA and PHAs
to identify households eligible for disaster housing vouchers.

After June 30, 2008 disaster voucher holders who have not re-
ceived tenant replacement vouchers shall receive Section 8 housing
vouchers. Any assistance is temporary and only continues so long
as the receiving family is income eligible.

SEC. 302. TENANT REPLACEMENT VOUCHER FOR ALL LOST UNITS.

Authorizes such sums as are necessary to replace all public and
assisted housing which will not be replaced with replacement hous-
ing vouchers so there is no net loss of affordable housing. Requires
HUD to issue replacement vouchers for any HUD-assisted housing
not replaced by January 1, 2010.

SEC. 303. VOUCHER ASSISTANCE FOR HOUSEHOLDS RECEIVING FEMA
ASSISTANCE.

Requires FEMA to transfer administration and funding for rental
assistance for evacuees to HUD beginning January 1, 2008. Recipi-
ents of assistance will be required to pay 30 percent of income as
required with other HUD assistance, with a minimum rent of $100.

Authorizes funds to provide rental assistance for households still
living in FEMA trailers. Subject to funds, HUD is required to offer
housing assistance to families in trailers.

Any assistance provided is temporary and only continues so long
as the household is income eligible.
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SEC. 304. VOUCHER ASSISTANCE FOR SUPPORTIVE HOUSING.

Authorizes appropriations for 5,500 supportive housing project-
based vouchers from the homeless, seniors and people with disabil-
ities.

SEC. 305. PROJECT BASING OF VOUCHERS.

Allows housing agencies in affected areas to project-base more
that 20 percent of their vouchers so long as the vouchers are used
in mixed-income communities, are in low-poverty neighborhoods or
neighborhoods undergoing revitalization.

SEC. 306. PRESERVATION OF PROJECT BASED HOUSING ASSISTANCE

PAYMENTS CONTRACTS FOR DWELLING UNITS DAMAGED
OR DESTROYED.

Clarifies that HUD shall not terminate housing assistance pay-
ments contracts for multifamily housing due to destruction or dam-
age as a result of the 2005 storms.

Requires HUD to allow project-based assistance to be transferred
from damaged/destroyed properties to other properties to preserve
affordable housing.

SEC. 307. GAO STUDY OF WRONGFUL OR ERRONEOUS TERMINATION
OF FEDERAL RENTAL HOUSING ASSISTANCE.

Requires GAO to conduct a study of households that received
FEMA rental assistance to determine if assistance was wrongfully
or erroneously terminated and to submit a report no later than
January 1, 2008.

TiTLE IV—DAMAGES ARISING FROM FEMA ACTIONS

SEC. 401.

Authorizes appropriations to reimburse landlords who contracted
with FEMA to provide rental assistance to evacuees where those
contracts were abrogated by FEMA.

TITLE V—FHA HoOUSING

SEC. 501. TREATMENT OF NONCONVEYABLE PROPERTIES.

Requires HUD to pay FHA insurance claims and take convey-
ance of damaged or destroyed properties notwithstanding normal
requirements that the properties be habitable. Amounts paid out
must be provided in advance through appropriations.

SEC. 502. FHA SINGLE-FAMILY INSURANCE.

Requires that FHA use pre-hurricane creditworthiness in deter-
mining eligibility of an individual for FHA insurance.

SEC. 503. FHA-NEW ORLEANS HOMEOWNERSHIP OPPORTUNITIES INI-
TIATIVE.

Establishes an FHA-New Orleans Homeownership Opportunities
Initiative to transfer homes held by HUD to the New Orleans Re-
development Authority (NORA). Homes within HUD’s control—
which have been abandoned, are vacant or have been foreclosed
upon—will be given to NORA to use for redevelopment activities.
NORA must make available for low-income homebuyers the num-
ber of homes conveyed to it by HUD (not necessarily in the same
locations). NORA must sell homes to low-income households who
agree to use the home as their primary residence for at least 5
years, or to sell only to low-income buyers within 5 years. NORA
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must set sales prices at affordable levels and any profits above re-
development costs will go to HUD. NORA must provide for coun-
seling for families; must inspect homes prior to sale; and must es-
tablish procedures to recapture funds where homes are not sold to
low-income families, prices exceed development costs, and where
homes are not used as primary residences for 5 years.

The pilot terminates after 5 years, and at 3 years and 5 years,
NORA must submit a report to Congress on the implementation,
status and execution of the pilot.

TrTLE VI—FAIR HOUSING ENFORCEMENT

SEC. 601. FAIR HOUSING INITIATIVES PROGRAM.
Authorizes at least $5 million in fiscal years 2008 and 2009 for
fair housing activities in affected areas.

TITLE VII—IMPROVED DISTRIBUTION OF FEDERAL HURRICANE
HousING FUNDS FOR HURRICANE RELIEF

SEC. 701. GAO STUDY OF IMPROVED DISTRIBUTION OF FEDERAL
HOUSING FUNDS FOR HURRICANE RELIEF.

Requires GAO to conduct a study on the most effective and effi-
cient way to distribute housing assistance after hurricanes and
other disasters, and to submit a report to Congress within 6
months of enactment.

TrTLE VIII—COMMENDING AMERICANS FOR THEIR REBUILDING
EFFORTS

SEC. 801. COMMENDING AMERICANS.

Congress finds that many Americans, individuals, faith-based or-
ganizations, non-profits and community organizations provided
needed relief aid after the hurricanes and assistance in rebuilding
efforts and commends Americans for this assistance.
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