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EXAMINING THE ROLES AND
RESPONSIBILITIES OF HUD
AND FEMA IN RESPONDING
TO THE AFFORDABLE HOUSING
NEEDS OF GULF COAST STATES
FOLLOWING EMERGENCIES AND
NATURAL DISASTERS

Wednesday, June 4, 2008

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING AND
COMMUNITY OPPORTUNITY,
COMMITTEE ON FINANCIAL SERVICES,
AND
SUBCOMMITTEE ON EMERGENCY
COMMUNICATIONS, PREPAREDNESS,
AND RESPONSE,
COMMITTEE ON HOMELAND SECURITY,
Washington, D.C.

The subcommittees met, pursuant to notice, at 10:13 a.m., in
room 2128, Rayburn House Office Building, Hon. Maxine Waters
[chairwoman of the Subcommittee on Housing and Community Op-
portunity] presiding.

Members present from the Subcommittee on Housing and Com-
munity Opportunity: Representatives Waters, Lynch, Cleaver,
Green, Maloney; and Capito.

Members present from the Subcommittee on Emergency Commu-
nications, Preparedness, and Response: Representatives Cuellar,
Sanchez, Dicks, Lowey, Holmes Norton, Christensen, Etheridge;
Dent, and Souder.

Ex officio: Chairman Frank and Chairman Thompson.

Also present: Representative Watt.

Chairwoman WATERS. This joint hearing of the Subcommittee on
Housing and Community Opportunity and the Subcommittee on
Emergency Communications, Preparedness, and Response will
come to order.

Good morning, ladies and gentlemen. Before we begin, I would
like to thank Mr. Cuellar and Mr. Thompson for requesting this
joint hearing on “Examining the Roles and Responsibilities of HUD
and FEMA in Responding to the Affordable Housing Needs of Gulf
Coast States Following Emergencies and Natural Disasters.”
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As we saw several weeks ago during a hearing of the sub-
committee on the use of Community Development Block Grant
(CDBG) funds in the Gulf Coast, the region is far from a full recov-
ery. That hearing revealed the challenges facing Gulf Coast States
in using CDBG funds to replace their affordable housing stock.
While CDBG funding has historically been used to rebuild and re-
pair affordable housing damaged or destroyed as a result of natural
disasters, it seems that there is no corollary funding source for the
reconstruction of public housing following a disaster. This lack of
funding only compounds the Nation’s divestment in public housing
and the loss of public housing units.

The 2005 hurricanes were the deadliest and most expensive
storms on record. Over 1 million housing units were damaged along
the Gulf Coast as a result of the hurricanes in 2005, with half of
the damaged units located in Louisiana, which bore the brunt of
Hurricane Katrina. Total catastrophic losses from Hurricane
Katrina are estimated at $40.6 billion with uninsured losses much
higher.

Thousands of public housing units were damaged during these
storms. For example, in Mississippi, 2,695 units were damaged or
destroyed. In New Orleans, 4,144 public housing units were dam-
aged or destroyed. While most of the units in New Orleans could
have been rehabilitated, HUD embarked upon the path of demol-
ishing over 4,500 units. But the redevelopment of the public hous-
ing units in Mississippi and New Orleans has a dedicated funding
source. Mississippi is using $105 million in CDBG funds to rebuild
while HUD has secured over $700 million to fund its plan for New
Orleans public housing.

While the funding for these projects is clear cut, in general fund-
ing resources for public housing units damaged through disasters
is not. Because any public housing unit damaged or destroyed as
the result of a disaster should be replaced on a one-for-one basis,
this lack of funding resources directly contributes to the loss of
public housing units.

Section 9(k) of the U.S. Housing Act requires the Secretary of
HUD to set aside up to 2 percent of the total amount made avail-
able under the public housing operating fund for the repair of pub-
lic housing units damaged during disasters and other emergencies.
However, this funding has never been made available. The funding
year 2000 appropriations act and subsequent appropriations acts
have contained language expressly forbidding the use of funds for
this purpose. Although Congress has provided annual emergency
capital needs funding for the repair of damaged public housing
units, these funds have been subject to recapture. Moreover, the
Administration’s funding year 2009 budget recommended no fund-
ing for emergency capital needs.

Unfortunately, the memorandum of understanding entered into
between HUD and FEMA does not allow housing authorities to
apply for emergency funds from FEMA’s Section 406 program
which can be used to repair other structures. I am curious to know
why, given the extremely limited funding resources available for
the repair of damaged public housing units, the memorandum of
understanding between HUD and FEMA has not been updated to
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allow housing authorities to use Section 406 funds for repairs. I
hope that our witnesses can shed some light on this situation.

Also, I am concerned about the current state of affordable hous-
ing in the Gulf Coast. Specifically, I am looking forward to hearing
from our FEMA witnesses on the Agency’s progress with moving
families out of trailers that have tested positive for formaldehyde,
and I am extremely concerned about FEMA’s draft 2008 hurricane
season plan which states that contrary to public assertions made
by Administrator Paulison, FEMA plans to house families in trail-
ers as a last resort in the event of hurricanes this year. We all
know the dangers of this toxic chemical, and we are well aware of
FEMA’s rush to empty out these trailers because of the proven
health risk associated with formaldehyde exposure. Given these
facts, I am eager to hear why the Agency is still considering trail-
ers as a viable housing option following disasters.

I am looking forward to hearing from our two panels of witnesses
on the roles and responsibilities of HUD and FEMA in responding
to the affordable housing needs of Gulf Coast States following
emergencies and natural disasters.

I would now like to recognize Mr. Cuellar, the chairman of the
for an opening statement, thank you.

Chairman CUELLAR. Good morning, and thank you. I would like
to thank Chairwoman Waters for joining our subcommittee to have
this important hearing.

Chairwoman Waters, you have been a national leader in housing
issues. We recognize and we appreciate the work that you have
done and we are glad that we are able to come together today to
continue to exercise strong congressional oversight over emergency
housing issues. I would like to take this time to recognize both the
chairman of the full Financial Services Committee and the chair-
man of the Homeland Security Committee—Mr. Barney Frank and
Mr. Bennie Thompson—for their commitment to and leadership on
this important issue.

As T see it, there are two goals we hope to achieve with this hear-
ing. First, we need to get a status report on where we are in ad-
dressing the housing crisis along the Gulf Coast. Nearly 3 years
after Hurricanes Katrina and Rita struck, the people along the
Gulf Coast are still coping with their aftermath and struggling to
recover. There is no doubt that our Nation has faced unprecedented
challenges in our efforts to effectively and safely house the victims
of these disasters.

While some progress has been made, I believe our Federal Gov-
ernment can and should move faster. As of May 23, 2008, there are
23,412 temporary housing units still occupied by disaster victims in
the Gulf Coast. We are talking about 3 years after the disaster hit.
Those numbers are just too high.

Second, I believe this hearing will give the members the oppor-
tunity to examine whether plans are being developed to ensure
that our Nation will be better prepared to meet the housing needs
resulting from future disasters. In order for our Nation to truly be
resilient, the lessons we have learned from that cannot be ignored.
We have to learn from the past and we have to learn those lessons.

One of the most striking lessons we learned from Katrina and
Rita was that this country was ill-prepared to provide emergency
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housing to victims of a major disaster. To house the number of in-
dividuals who lost their homes during Katrina and Rita, FEMA
was forced to hastily purchase thousands of trailers. As we all
know by now, many of those units were unsafe, and we will be
dealing with the health ramifications of this for years to come.

While we cannot turn back the clock on this particular situation,
we can make certain that this problem will not be encountered dur-
ing future disasters. The Post-Katrina Emergency Management Re-
form Act required FEMA, along with other Federal agencies and
nonprofit organizations, to develop a national disaster housing
strategy. The national disaster housing strategy was due to Con-
gress by July of 2007. Here we are almost a year later and we are
still waiting for that strategy. We cannot develop the solutions
without having this national disaster housing strategy, and we
hope we will hear from Mr. Castillo and other folks about this
strategy.

While I recognize the fact that the ongoing efforts to resolve the
temporary housing issues in the Gulf Coast, as of late the strategy
release, I still feel that a year delay is just simply too long. I can-
not stress how important plans like this are in ensuring that all
key players will be ready to act when the next emergency housing
crisis is upon us.

I want to thank again all of the witnesses for both panels for
being here today. I thank them for their testimony, and Madam
Chairwoman, I yield back the balance of my time.

Chairwoman WATERS. Thank you very much, and I will now rec-
ognize Ranking Member Dent of the Subcommittee on Emergency
Communications, Preparedness, and Response for 5 minutes for an
opening statement.

Mr. DENT. Thank you, Madam Chairwoman. Today’s hearing ad-
dresses the important issue of how Federal, State, and local gov-
ernments work together to meet the emergency and long-term
housing needs of disaster victims. FEMA is authorized by law to
provide temporary housing assistance to disaster victims for a pe-
riod of up to 18 months unless extended. Due to the devastation
caused along the Gulf Coast after Hurricane Katrina in 2005,
FEMA continues to provide housing assistance to storm victims al-
most 3 years later.

While FEMA and the Department of Housing and Urban Devel-
opment, HUD, are working together to find long-term solutions to
the needs of disaster victims, this task is proving extraordinarily
difficult. As we will hear from our witnesses, one major factor af-
fecting the ability of storm victims to pursue long-term housing is
a severe shortage of rental properties in the hardest-hit areas.
Those properties that are available are much more expensive than
before the storm, placing them beyond the financial means of many
Katrina evacuees.

In addition to moving people to rental units, hotels, and motels,
FEMA is testing new types of housing for disaster victims through
the alternative housing pilot program. The so-called “Katrina cot-
tage” is one such form of housing being developed and deployed
through this program. While the cottage offers a safer, more spa-
cious, and more permanent alternative to travel trailers or mobile
homes, some local jurisdictions are unhappy with their use and are
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preventing their construction. Meeting the housing needs of dis-
aster victims requires a coordinated strategy involving not only
FEMA and HUD, but also the appropriate State and local authori-
ties.

I look forward to an update from FEMA and HUD on the devel-
opment of the national disaster housing strategy that was required
by the Post-Katrina Emergency Management Reform Act of 2006.
I also look forward to discussing with our witnesses how all levels
of government can work together to more effectively facilitate the
recovery process and ensure disaster victims are able to find per-
manent housing as quickly as possible.

b All{ld with that, Madam Chairwoman, I thank you and I yield
ack.

Chairwoman WATERS. Thank you very much. I will now recog-
nize our Housing and Community Opportunity Subcommittee
Ranking Member Capito for 5 minutes for an opening statement.

Mrs. CApiTo. Thank you, Madam Chairwoman, and thank you
for holding this joint hearing. In the interest of time, and since I
just walked in, I will just ask that I can submit my statement for
the record and yield back the balance of my time.

Chairwoman WATERS. Thank you very much. I will now recog-
nize Mr. Cleaver for 3 minutes for an opening statement.

Oh, I am sorry, Mr. Frank is here. Mr. Frank and Mr. Thomp-
son, the chairmen of the Financial Services Committee and the
Homeland Security Committee, are responsible for helping to bring
these subcommittees together to deal with this important subject
that we have today, so I would like to recognize Mr. Frank at this
time for as many minutes as he would like to take.

Chairman FrANK. I thank you, Madam Chairwoman, and I ap-
preciate that, even though I think technically your first sentence
was, “I'm sorry Mr. Frank is here.”

[Laughter]

Chairman. FRANK But I will overlook that. The chair of this sub-
committee, the gentlewoman from California, has been unequaled
in her zeal to right one of the great wrongs in the record, I believe,
of the American government, and that is the failure to come to the
aid of hardworking low-income people who were the victims of a
natural disaster.

We have arguments back and forth when we deal with issues of
alleviation of poverty and hardship about whether or not certain
individuals were culpable or not. I generally believe that some on
the other side exaggerate the individual fault that has resulted in
these conditions, but there is no room for argument in this case.
We are talking about people who are living and working in commu-
nities in Louisiana and along the coast of Mississippi who were
devastated by a natural phenomenon for which no one, with the
possible exception of a few nut preachers, could blame them.

And what we have is the government of the most powerful and
wealthiest nation in the history of the world doing very little to al-
leviate their plight not only in the immediate aftermath, which was
well-documented, but today. There are people living today in inad-
equate housing because of the failure of this government to re-
spond. There are people living in the city of our colleague from
Texas, Mr. Green, and the people of Houston have been noble in
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their willingness to open their arms to people, but they should not
have been asked to do that for this long.

I can think of few comparable failures in our history on the part
of this government. Now we are here to deal with one of the causes.
Some of it, I think, has to do with individual culpability but that
is by no means the whole story, and part of it is, I believe, the divi-
sion of responsibility between the two Agencies represented here.
I have been critical of the performance of each of the agencies, but
I also think it is fair to note, on their behalf, that part of the prob-
lem is a division of responsibilities between them that makes no
sense, and I hope we will get some response to the short-term issue
of a memorandum of understanding which prevents funds from
going to public housing.

We understand that is part of this, that we have a memorandum
of understanding between two Federal agencies which has ab-
solved, apparently in their minds, each of them of the responsibility
to provide funding to replace public housing for the lowest-income
residents destroyed by a hurricane. And why we haven’t been told
today that it is going to happen, I do not understand. It is incon-
ceivable, the argument that the government doesn’t have the
money.

But beyond that we have a problem, and Ms. Waters and I en-
countered this, and Mr. Thompson and I, when we began to deal
with this issue of trailers that were not fit for human habitation,
of inadequate housing, and FEMA and HUD tended, frankly, to
blame each other. We had difficulty, I will say, and I was appalled
at this, at getting FEMA and HUD to come to a hearing at the
same time. We were told, no, they didn’t want to come at the same
time.

Well, that has to stop, and I want to express my appreciation to
our colleagues on the Homeland Security Committee because we in
Congress are not immune from this jurisdictionalism and part of
the problem comes when we have committee turf wars. I am very
proud of the cooperation that has existed between the Committee
on Financial Services and the Committee on Homeland Security on
a range of issues involving spending to try and alleviate the phys-
ical damage and social harm that was wreaked by that hurricane,
and we have between us the jurisdiction over HUD and FEMA.

I have spoken with the chairman of the Homeland Security Com-
mittee, the chair of our Housing Subcommittee has been in the lead
on this, and I think I speak for all of us, and I believe the gen-
tleman from Texas as well, the chair of the Homeland Security
Subcommittee, we are determined to fix this. We are determined
that by the time we finish this year, much clearer responsibility
has to exist between FEMA and HUD, and this shared responsi-
bility has clearly not worked.

I don’t know how anyone could deny that the record of the Fed-
eral Government in responding to this hurricane has been shame-
ful, and it is not entirely a matter of individual fault, it is partly
a matter of government structure, but that does not make it any
less shameful and it doesn’t make it any less urgent that we repair
the situation.

We can begin and I hope we know by the end of this hearing that
money is going to be provided for public housing repair. I will not
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find acceptable any explanation of why, nearly 3 years after the
hurricane, we haven’t been able to do that.

Of course we will also be addressing in the TSE bill our effort
to provide additional funding for the construction of new affordable
housing units, and that continues to be a very high priority of the
gentlewoman from California, the other members of our committee,
and myself, but we are going to insist that there be money provided
for public housing reconstruction and that we will begin, hopefully
with the cooperation of the two Agencies, to repair this situation
of a divided set of responsibilities that has hurt some of the need-
iest people in this country who have a much more legitimate claim
on our help than has been recognized.

Chairwoman WATERS. Thank you very much, Mr. Chairman. We
also have with us Chairman Thompson, the chairman of the Home-
land Security Committee, who hails from Mississippi where there
were 2,695 units damaged and who has provided leadership in try-
ing to deal with the question of CDBG and FEMA, and we are very
pleased that he has provided leadership for this hearing here
today. Mr. Thompson, you are recognized for as many minutes as
you would like to have.

Chairman THOMPSON. Thank you very much, Madam Chair-
woman. I associate myself with all of the statements that have
been made. Chairman Frank and I have had a number of discus-
sions about the challenges that Hurricane Katrina posed for this
country.

One of the major conflicts, however, is whether or not the Agen-
cies charged with responding to many of those challenges really
functioned. With respect to housing, we can’t really pass the buck.
Whether those individuals are in owner-occupied housing or public
housing, we have a responsibility. If we accept FEMA'’s role tempo-
rarily to do that, we should do it the right way. If HUD is the enti-
ty that has responsibility, then that relationship needs to go for-
ward.

But as Mr. Castillo said, we can’t stick our heads in the sand.
We have to do our job. Unfortunately, I was in New Orleans the
night before last listening to some of the public housing challenges
that still exist, and I read in this morning’s paper where we had
to call out a SWAT team for somebody we were trying to evict out
of a Katrina trailer because that person had nowhere to go. And
so we have now started putting burdens on people that we put in
many of those temporary facilities by trying to evict them with no
place to go.

We need a strategy. There is no question about it. I look forward
to the testimony. I am concerned, Madam Chairwoman, that some
of the monies that Congress was so gracious to send to many of the
States impacted by Katrina, but now some of the monies are being
proposed to expand ports, and to build roads to plants that are 300
miles away from the Katrina-impacted area, as well as some other
issues that we will have hearings on later.

I support our response. If government can’t respond to its citi-
zens in their time of need, then where can those citizens turn? So
we accept that proposition. We ought to make sure that we put
them in something that is safe and sanitary and not allow what is
happening in many of our areas. The land speculation, Madam
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Chairwoman, is rampant. People are not able to afford the prices
for land. And there is no real long-term commitment to affordable
housing being demonstrated.

So I look forward to the testimony and the questions that follow,
and I yield back.

Chairwoman WATERS. Thank you very much, Mr. Chairman. Mr.
Souder?

Mr. SOUDER. Thank you, Madam Chairwoman. I hope today we
can separate and keep separated a couple of major issues. One
focus is how you do housing and city rehabilitation, particularly
with devastation this great, and I think excellent issues have been
raised on land speculation, on how you do this. Do the jobs come
first, does the housing come first, how do you do this by neighbor-
hood? New Orleans has struggled with the best ways to do this,
and I think they have creatively tried to address it, and our Fed-
eral response will be critical to this because it is, in many cases,
low-income housing.

A second focus is what we do with emergency housing and how
we are going to handle long-term emergency housing. A third focus
is, I thought excellent points were made about cooperation both
here and problems we have in the Executive Branch and it is im-
portant that both the Executive Branch and the Legislative Branch
work together.

I have a particular interest in full disclosure. Most of the so-
called FEMA trailers came from my district; 58 percent of RVs and
much of manufactured housing comes from my district. I have been
very concerned, and it started here again, in this hearing, with
mischaracterizing what our number one kind of emergency housing
is, which are the so-called FEMA trailers.

There has been a misunderstanding that somehow these are
sprayed with formaldehyde. I hear the term “formaldehyde-laced.”
It is in the wood. And that whatever kind of housing you do,
whether it is in a confined area—it is also in the vinyl, it is in the
carpet, it is in the furniture; it isn’t in the trailer. Therefore any
type of small confined housing that is not ventilated properly will
cause the same phenomena. It is not the trailer. I don’t know
where it started that it is the trailer.

But there is another question here—I have asked repeatedly and
have found the answer to—was there a control group of people who
weren’t in the so-called trailers, and the answer is that the control
group was the United States. The new Mississippi study is showing
that kids who weren’t in this housing had the same effect because
the question is, was it in the air? So even if you ventilate, you are
going to have some sort of breathing reaction.

There were four cases in the entire United States until it started
down in Katrina, in that now some other people are saying, I won-
der if my breathing problems were caused by this? But we have
had millions of these trailers a year out and we haven’t had these
kinds of problems, so I think it is really important that we don’t
cut off our nose to spite our face, so to speak. The alternatives to
formaldehyde have even more characteristics that could cause
health problems, and it isn’t the trailers, it is in the wood, it is in
the fiber, it is in the fabric. We emit formaldehyde ourselves, so the
more people you put in something, the more you are going to have.
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So I hope today we stay focused on a huge challenge and that
is, regardless of how you feel about the emergency housing, why
are these people still in emergency housing? This was supposed to
be a short-term phenomena, not a long-term phenomena. Whatever
we put people into, in confined spaces, is going to become problem-
atic. And I hope that we focus on that and that we work out better
standards.

By the way, one other thing with the emergency housing, be-
cause they were trying to get as much as they could, only about
half of this was new stock. They were buying it off of lots, they
were buying it off of other places, and that is why I start asking
about the air, because the studies showed that the highest expo-
sure was not in a newly built one.

The challenge here is not to become emotional about it, but to
be as dispassionate as we can to both address future emergency
housing and expedite the transition so that people, regardless of
what the temporary housing is, have some kind of alternative so
you don’t have to forcibly eject them when they don’t have another
place to go.

I thank the chairwoman and I yield back.

Chairwoman WATERS. Thank you very much. Mr. Cleaver for 3
minutes.

Mr. CLEAVER. Thank you, Madam Chairwoman. Thank you for
doing the heavy lifting to get this joint committee meeting together.
I am going to defer any comments until the question and answer
period because I am more interested in trying to find out how and
why there is this question about legislative intent between HUD
and FEMA. And so as one of the non-nut preachers, I want to dig
into what we do when people don’t understand legislation. I yield
back my time.

Chairwoman WATERS. Thank you very much. Mr. Green for 3
minutes.

Mr. GREEN. Thank you, Madam Chairwoman. I want to espe-
cially compliment the Chair, as has our chairman of the full com-
mittee, for her outstanding work. I have been to Louisiana with her
and I know of her commitment to helping persons who have been
displaced by this force of nature, who have been impacted by it.
And we still have a disaster that we have to deal with; it is a
human disaster.

I have been blessed to serve on both the Homeland Security and
the Financial Services Committees. I have also been blessed to
serve the 9th Congressional District in Texas, which inherited a
good number of persons from Louisiana and some other places. Lit-
erally, we received the equivalent of a small city without all of the
infrastructure necessary to support a small city. And we were hon-
ored to have the opportunity to serve our fellow human beings.

But at the same time, there is a need for some assistance to help
with the services that have to be provided. We find ourselves now
in Houston, Texas, still in need of some additional assistance, and
I am eager to hear about the long-term plans for persons who are
relocating in Houston, and some who are still, in their minds, in
Houston temporarily.

Finally, it seems to me that one of these agencies has a short-
term mission and the other has a long-term mission. Short-term
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help, long-term assistance, and somehow the line between the
longterm and the short term has to be better defined so that we
can clearly understand with whom the responsibility lies for some
of the things that we have talked about that one Agency contends
the other Agency is responsible for, and it becomes difficult to sift
the sand and find the pearls of wisdom as to whom it is that is en-
tirely responsible.

So I say to you we have to define this line, find the boundaries
that are important to us. We also have to, as we do this, concern
ourselves with this one-for-one replacement that the chairwoman
mentioned. I am concerned very much about the housing in Lou-
isiana, wherein we had an agreement, in my opinion, to have one-
for-one replacement, but I don’t see it being honored to the extent
that I thought the agreement was to be honored.

That one-for-one replacement is important. If people want to re-
turn home, there has to be a home to return home to, and without
the replacement effort, we are not providing the opportunity for
people to go home. Everybody should have the right to go home.
People want to go back, and they ought to be able to get back.

Finally, I thank Chairman Frank for what he has done, and
Chairman Thompson, as well. The two of them are outstanding
chairmen. I am honored to serve with them and they have both
made a concerted effort to try to make sure that our persons in
Houston, Texas, are properly taken care of. For this I am grateful,
and the ranking member of the Housing Subcommittee, Mrs.
Capito, was not the chair at the time, but I know of her desire to
be of assistance and I appreciate what she has done as well.

With that I yield back, Madam Chairwoman.

Chairwoman WATERS. Thank you very much. Mr. Etheridge?

Mr. ETHERIDGE. Thank you, Madam Chairwoman. And to expe-
dite this, Madam Chairwoman, I will submit my statement for the
record, and hopefully you will be a little lenient when we get into
the Q & A, and I will have an opportunity to speak. Thank you and
I yield back.

Chairwoman WATERS. Thank you very much. I am now pleased
to welcome our distinguished first panel. Our first witness will be
Mr. Carlos Castillo, Assistant Administrator for Disaster Assist-
ance, Federal Emergency Management Agency, U.S. Department of
Homeland Security. Our second witness will be Mr. Jeffrey H.
Riddel, Director, Office of Capital Improvements, U.S. Department
of Housing and Urban Development. I thank you all for appearing
before the subcommittee today, and without objection, your written
statements will be made a part of the record. You will each now
be recognized for a 5-minute summary of your testimony. Thank
you.

STATEMENT OF CARLOS J. CASTILLO, ASSISTANT ADMINIS-
TRATOR, DISASTER ASSISTANCE DIRECTORATE, FEDERAL
EMERGENCY MANAGEMENT AGENCY

Mr. CaSTILLO. Good morning Chairwoman Waters, Chairman
Cuellar, Chairman Frank, Chairman Thompson, and members of
the subcommittees. I am Carlos Castillo, the Assistant Adminis-
trator for the Disaster Assistance Directorate in the Department of
Homeland Security’s Federal Emergency Management Agency
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(FEMA). I thank you for the opportunity to be here today to rep-
resent the Department and FEMA and to discuss our role and re-
sponsibility in responding to the affordable housing needs of Gulf
Coast States following emergencies and natural disasters. New pro-
grams, policies, initiatives, partnerships, and collaborations define
the improvements that have taken place within FEMA since Hurri-
canes Katrina and Rita. Many of the lessons we learned have been
institutionalized and are now being implemented nationwide.
FEMA continues to marshal the efforts and expertise of the com-
munity of Federal, State, and local emergency managers and vol-
untary organizations to aggressively and compassionately address
the needs of individuals, families, and communities devastated by
disasters.

I have submitted my written testimony for the record and it out-
lines a number of FEMA programs aimed at assisting Gulf Coast
communities and disaster victims. I will summarize them briefly as
well as address the memorandum of understanding we have with
HUD that outlines eligible emergency repair assistance.

Forward progress, our Gulf Coast housing strategy action plans:
We are committed to providing suitable long-term housing solu-
tions to families impacted by Hurricanes Katrina and Rita who still
reside in temporary housing units. Led by FEMA’s Gulf Coast Re-
covery Office, we continue to work with applicants to ensure that
they have access to any and every available housing resource that
can help speed their recovery. We are pleased that nearly 84 per-
cent of the households that received temporary housing units fol-
lowing Hurricanes Katrina and Rita have now moved out of those
units and back into some form of permanent housing. The work of
transitioning the remaining residents presents many challenges as
we try to balance available resources with support needs of the
families that reach beyond basic housing, but are often just as crit-
ical to the individual’s ability to return to self-sufficiency. Afford-
able housing, particularly rental units, is very limited in many
areas along the Gulf Coast.

However, FEMA has taken steps to increase the amount of avail-
able rental units and reduce the other barriers that may slow the
process for an applicant. We redefined our current lodging contract
in August of this past year to encourage greater landlord participa-
tion and expand the universe of rental properties and reduce com-
mon barriers for the remaining disaster population. These incen-
tives and additional actions include payment of rental assistance
above the current fair market rate, payment to landlords for utili-
ties included in the rent payment, payment to landlords for repairs
to property damage made by disaster applicants, payment of secu-
rity deposits and processing fees for background checks required by
some landlords, and assistance with locating furniture and other
necessities for basic living needs.

We previously announced the plan to close all group sites and re-
locate residents by June 1, 2008, and we have continued in this ac-
tivity as part of our ongoing efforts. We have already moved over
120,500 households out of temporary housing units as residents
move into more long-term housing solutions. While the majority of
group site residents have successfully transitioned into functional
long-term housing, some of the remaining residents are experi-
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encing challenges. FEMA officials understand this and we have
worked diligently to remove many of the barriers they have faced
in relocating. As of May 30, 2008, there are 22,437 households still
occupying temporary housing units in the Gulf Coast and 728
households still in group sites.

This year, Administrator Paulison wrote to the Governors of Lou-
isiana and Mississippi to establish a joint Federal/State Housing
Relocation Task Force. Both States, as well as our key Federal
partners identified representatives for this task force, which is in-
tended to share resources, identify solutions to barriers, and de-
velop joint policies for messaging for those still in need of housing.
The task force members will also be charged with identifying op-
portunities for collaboration with local governments.

Disaster housing assistance program: On July 26th of last year
FEMA and HUD executed an interagency agreement establishing
the DHAP program, a temporary housing rental assistance and
case management program for eligible individuals and households
displaced by Katrina and Rita. The program is currently being ad-
ministered through HUD’s existing infrastructure of public housing
agencies. Ultimately, over 40,000 eligible residents displaced by the
Gulf Coast hurricanes will continue to have their rent paid through
this partnership.

The memorandum of understanding regarding repair of public
housing following emergencies and natural disasters: I am also
aware that Chairman Frank has expressed concern, as others, over
FEMA'’s ability to fund repairs to public housing authorities dam-
aged as a result of Hurricane Katrina. FEMA has this MOU with
HUD outlining eligible emergency repair assistance, and we have
agreed that FEMA will, in its discretion, provide for essential as-
sistance authorized under Section 403 of the Stafford Act to eligible
public housing authorities that fall outside of HUD’s authorities
and FEMA has provided $7.4 million to the housing authority of
New Orleans for emergency protective measures. I understand I
am past the—may I finish the—

Chairwoman WATERS. You may wrap up your statement.

Mr. CASTILLO. Yes. We will work together with HUD to resolve
this. I just wanted to be clear that the memorandum of under-
standing was meant to clarify what our roles, what HUD and
FEMA'’s roles are. It wasn’t meant to change anything.

[The prepared statement of Mr. Castillo can be found on page 62
of the appendix.]

Chairwoman WATERS. Thank you. We are going to get to that in
the questioning. You will have time to explain.

I am going to move right to Mr. Riddel at this point. Thank you.

STATEMENT OF JEFFREY H. RIDDEL, DIRECTOR, OFFICE OF
CAPITAL IMPROVEMENTS, PUBLIC AND INDIAN HOUSING,
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Mr. RIDDEL. Good morning. Chairwoman Waters, Chairman
Cuellar, Chairman Frank, and Chairman Thompson. It is an honor
and a privilege to be before you this morning, I thank you for the
opportunity.

My name is Jeff Riddel, and I am the Director of the Office of
Capital Improvements, the Office that administers the Capital
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Fund program which gives housing authorities funds to repair and
maintain their housing stock. The Office of Capital Improvements
is also the office that administers the emergency and natural dis-
aster grant program.

I am here this morning to discuss with you how best to achieve
funding to enable housing authorities to respond to make the nec-
essary repairs following natural disasters. I would like to summa-
rize briefly some of the issues and then propose one policy option.
As you know, we also provided a written statement.

The Quality Housing and Work Responsibility Act, QHWRA,
which was enacted in 1998 included a provision, Section 9(k) which
permits HUD to award natural disaster grants to housing authori-
ties. It also authorized HUD to make emergency grants to address
situations that endanger the health and safety of public housing
residents. As the chairwoman mentioned in her opening remarks,
section 9(k) directs HUD to set aside not more than 2 percent of
the capital and operating funds for emergencies and other natural
disasters and housing needs resulting from any settlement of litiga-
tion.

However in every appropriations bill since 2000, Congress has
determined that HUD should not use appropriated amounts under
9(k) and has separately appropriated a set-aside amount for emer-
gencies and natural disasters. The funding has declined signifi-
cantly for emergencies and natural disasters from a high of $75
million in 2000-2002 to a low of $16.8 million last year.

In 2004, four hurricanes struck the State of Florida and com-
pletely depleted the $39.8 million in funding available for that
year. In 2005, Hurricanes Katrina and Rita struck the Gulf Coast
and the disaster funding available that year was inadequate to re-
store public housing damaged or destroyed. Hurricane Wilma
struck Florida during the first month of Fiscal Year 2006 and sub-
stantially depleted the $16.8 million available at that time. The
current level of $18.5 million, while an increase from 2006 and
2007, would not be sufficient to meet the disaster needs such as
those that have occurred in recent years.

Public housing authority losses from hurricanes and disasters
are mitigated to a large extent by HUD’s regulatory requirements
that they maintain specified insurance for coverage for property
and casualty losses. The size and scale of these hurricanes have
tested that requirement. HUD found that insurance proceeds are
insufficient in some cases, such as with most of the housing author-
ity of New Orleans, among others. Public housing authorities that
face funding shortfalls due to insufficient insurance proceeds and
HUD disaster grant funding have sought public housing assistance
under FEMA pursuant to Section 406 of the Stafford Act.

In the late 1990’s, HUD and FEMA signed a joint coordination
letter addressing the procedures for public housing authorities ob-
taining essential assistance for items such as debris removal and
demolition of unsafe structures pursuant to Section 403 of the Staf-
ford Act. The joint coordination letter did not address the issue of
FEMA public assistance for reconstruction and long-term repair
under Section 406 of the Stafford Act.

In 2007, HUD developed a proposed memorandum of agreement
between itself and FEMA that would have made it possible for
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FEMA assistance pursuant to Section 406 to be available as a last
resort for funding when insurance proceeds and disaster grants
from HUD were inadequate. However, because Section 9(k) exists,
Section 406 funding has been thought to be not available for public
housing authorities because it violates the appropriations law by
augmenting Congress’ appropriation for natural disasters funded
through the capital—

Chairwoman WATERS. Could you speak up please?

Mr. RIDDEL. Sure. I would be happy to.

In recent years, the President’s budget has proposed eliminating
both the portion of 9(k) that provides for disaster grant funding
and the set-aside for natural disaster grants in an attempt to al-
leviate confusion about disaster assistance and make it possible for
housing authorities to access Section 406 Stafford Act funding. If
Congress were to follow this course, there would be no separate dis-
aster funding provided for public housing, and consequently, FEMA
would be no longer augmenting another appropriation by providing
Stafford Act assistance.

Therefore, one potential solution to disaster funding shortfalls for
public housing authorities would be the permanent repeal or
amendment of Section 9(k) with the additional stipulation that no
funding be appropriated for natural disasters.

Thank you for the opportunity to appear. Again, I would be
happy to answer any questions at the appropriate time.

[The prepared statement of Mr. Riddel can be found on page 257
of the appendix.]

Chairwoman WATERS. Thank you very much. I would like to rec-
ognize myself for questions at this time. I have a lot of questions,
but I suppose I can only get answers to a few.

Let me just, if I may, follow up on something that Chairman
Thompson referenced in his opening statement. He indicated that
someone living in a FEMA trailer has been evacuated by a SWAT
team. Would you please explain to me why someone living in a
FEMA trailer, temporarily assisted because of a disaster, why
would they be evacuated?

Mr. CASTILLO. I believe you are referring to, there was an inci-
dent in New Orleans; I believe it started late last night or early
this morning. The incident is under investigation by the New Orle-
ans police department and I know they were coming out with a
statement, but I have nothing else to add. I just don’t know much
about it.

Chairwoman WATERS. Well, let us continue a little bit on this
business of FEMA trailers. We will see what we can find out about
that situation, maybe it was not associated with FEMA at all,
maybe it was the local police department.

But why would FEMA use trailers, again, given the health risks
associated with formaldehyde exposure? I appreciate the admoni-
tion of my colleague from the Homeland Security subcommittee
here, but I have referred to them as formaldehyde trailers, and I
think it upsets some people that I say that, but I still see them
that way. If in fact we know we have problems, whether it comes
from the wood or any other material in the trailer, why would we
use them again if we had a disaster and we needed to place people
someplace temporarily?
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Mr. CASTILLO. There is a lot of confusion, I believe, that some

folks refer to trailers and just look at travel trailers and mobile
homes, and just to differentiate, the way I understand your ques-
tion, it relates specifically to travel trailers, which are meant to be
a more temporary use, used normally as travel trailers to spend
maybe a weekend in and not necessarily meant for long-term hous-
ing.
At FEMA, we are looking ahead knowing that if we are faced
with another catastrophic, very extraordinary event among the
likes of Katrina or maybe even not to that extent, that we need to
do something different. We know that the travel trailers, the form-
aldehyde issue that has been raised and we have recognized and
are dealing with is but one. Travel trailers are not the ideal solu-
tion. We are looking at, through our joint housing solutions group,
we are looking at alternatives to travel trailers and some of the
other typical manufactured housing.

Again, our plan and our philosophy has been and is, first we will
look to, if there is are quick repairs that can be made to a home
where people are more comfortable, and their home as been af-
fected, where they can move back shortly after an event, looking
at available rental resources in an area that is affected, apartment
homes they can move into and it is more permanent, then we will
go to other manufactured housing like mobile homes, which are
larger.

The downside to mobile homes is for people, and the majority of
people who were in mobile homes and travel trailers were on pri-
vate sites, meaning people who were repairing their homes and
want to stay where their possessions are, want to stay in their
neighborhood where their school, their friends and relatives are—

Chairwoman WATERS. Let me interrupt you for a moment here.
Have you done any research since we have been confronted with
the problem of formaldehyde trailers? Have you done any research
about what kind of units would be better to be used in the event
of another disaster? I mean, what kind of real information do you
have about what is safe and what is not?

Mr. CastiLLo. We have worked primarily with HUD and the
Centers for Disease Control and Prevention to look at the areas
that their expertise is in and not ours, and we have consulted with
them and worked with them and continue to do that. One key
thing we are doing is we have tested, since Administrator Paulison
advised, we have tested every single unit that is offered to the
State, and that includes, although we haven’t offered travel trail-
ers, and again that is just a—

Chairwoman WATERS. But I am really asking about research. I
want to know, what have you learned that would help you to place
people in safer surroundings, environments in the future? Is there
a report that has been done? What real information do you have
about alternatives to trailers that are contaminated, be it from
wood or other materials?

Mr. CasTiLLO. We test the trailers—to answer, there is no report
that I know of—

Chairwoman WATERS. You have no research and no report? So
what you are doing is, you are trying to figure it out yourself, is
that right?
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Mr. CAsTILLO. The CDC, I know, is doing some studies on the
health effects of formaldehyde. We are testing our units, before
they are offered, for formaldehyde. We are testing that in accord-
ance with standard practices and protocols to make sure that there
is no—

Chairwoman WATERS. So you have no research that has been
done and you have no report about that research that would help
you to determine what would be the safest way to house people
who are the victims of a disaster, is that correct? You have no re-
search? I know you said you are testing, do you have any research
that would help you to determine how to house people safely in the
event of a disaster?

Mr. CAsTILLO. That we have conducted? No ma’am.

Chairwoman WATERS. I don’t care who conducted it. Whether
you conducted it, or whether you contracted it with someone, you
have no research, is that right?

Mr. CasTiLLO. We have a joint housing solutions group that is
looking at alternatives to housing and they have used experts from
different portions, having to do with specifically housing—

Chairwoman WATERS. I understand there was some recent test-
ing of children as it relates to perhaps some mental health prob-
lems. Are you aware of that?

Mr. CASTILLO. No, ma’am.

Chairwoman WATERS. Alright, thank you very much. I am going
to call on my ranking member, Mrs. Capito, at this time.

Mrs. CApPITO. Thank you, Madam Chairwoman. I have a question
for you, Mr. Castillo. Chairman Frank wrote a letter to FEMA Ad-
ministrator David Paulison in June 2007 and asked that FEMA re-
visit—and you began talking about the memorandum of under-
standing with HUD to clarify that public housing developments are
eligible to Section 406 funding if HUD funds are unavailable. In
your letter you said that you would be considering this, and this
was in November of 2007. I am wondering if you have completed
this study and what conclusions you have reached?

Mr. CASTILLO. We haven’t. We have worked, we have had meet-
ings with HUD to look at that and what I would like to clarify is
that the memorandum of understanding was simply something
that was written to clarify and spell out, to detail what HUD’s re-
sponsibilities are and what FEMA’s responsibilities are. It wasn’t
meant to change legislation or even address that.

Where we have agreed is—and perhaps it is not something that
we are happy with because the bottom line is that people who need
the housing perhaps still aren’t getting it as quickly as they
should—that we don’t have the authority, and because of aug-
mented appropriations, we are not in a position to provide disaster
relief funding under 406 of the Stafford Act.

Mrs. CAPITO. In terms of the remaining individuals, families who
are still not in some sufficient housing situations, what is that
number now?

Mr. CASTILLO. The number of folks still in—I can give you—we
have, right now, there are 22,188, as of Monday, 22,188 households
remaining in FEMA-provided temporary housing.
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Mrs. CAPITO. So they are living, now, still, in, you mentioned
travel trailers. Are they more permanent homes or more perma-
nent structures or—

Mr. CASTILLO. Those are primarily mobile homes and travel trail-
ers, the majority of which are on private sites.

Mrs. CAPITO. Is the issue that, in order to transition them from
this temporary living situation the fact that we are not coordi-
nating with HUD, is there not available housing or rental units, or
is it because of bureaucratic snafus, which I am certainly hopeful
that it is not. Could you expound on that?

Mr. CAsTiLLO. We are moving, we are averaging about 1,000
households a week that we are moving out into more permanent
housing. We are working closely with HUD, we have had—I will
give you an example.

There was, before we started even the joint housing solutions
group that we started that I mentioned both in Mississippi and
Louisiana, there were several databases. Every agency had a sepa-
rate database to rental property available. We have combined those
with HUD, FEMA, and the Gulf Coast to look at available rental
properties to move people into. As I said, we are moving 1,000 fam-
ilies a week into more permanent housing, it is just—it is not just
one reason for the delay, and we have moved out a lot of people.

Mrs. CapiTo. Well, that still is a staggering number—I am sure
you realize that as well—who are left without suitable housing.

Mr. CASTILLO. Absolutely.

Mrs. CAPITO. Last question, and this is sort of a general question
going back to the news reports post-Katrina. A lot of reports of un-
used housing or temporary housing, travel trailers, what is the sta-
tus of all that and can you clarify that for me please?

Mr. CASTILLO. Can you repeat the question? Unused—

Mrs. CAPITO. Question: Were there hundreds and hundreds of
travel trailers or housing units available that were unused, that
were just sort of parked, post-Katrina?

Mr. CASTILLO. I don’t know about that. I started with the Agency
less than a year ago, but I haven’t heard that was the case. I know
there were over 140,000 families who were housed through FEMA
in different temporary housing units, but I hadn’t heard that, that
you are referring—

Mrs. CAPITO. But as a point of clarification, to your knowledge,
since you weren’t there obviously you wouldn’t know, but at the
time, any available housing that was there onsite was used. Is that
correct?

Mr. CasTILLO. That is my understanding. Not just there onsite,
but also in other States who became host States and that have
sheltered a lot of Katrina/Rita victims outside of their own State,
yes, ma’am.

Mrs. CAPITO. Thank you. I yield back. Thank you, Madam Chair-
woman.

Chairwoman WATERS. Thank you very much. Mr. Cuellar?

Chairman FRANK. Will you yield me 10 seconds?

Chairman CUELLAR. Yes, sir.

Chairman FRANK. Mr. Castillo says that he has been at the
Agency less than a year. I would just note—and I appreciate the
gentlewoman from West Virginia referencing the letter I sent—that
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he has been at the Agency less time than my letter. I hope he has
gotten a better response than my letter has in that time; my letter
is a year old.

Chairman CUELLAR. Thank you, Mr. Chairman. Let’s see if we
can kind of look at the big picture here. One, the hurricane season
just started this Sunday, June 1st, is that correct?

Mr. CASTILLO. Yes, sir.

Chairman CUELLAR. Okay, that was number one. Number two,
we have over 22,000 individuals who are still living in temporary
housing, is that correct?

Mr. CASTILLO. Yes.

Chairman CUELLAR. We have, between Louisiana and Mis-
sissippi, about 6,000 available housing units, is that correct?

Mr. CASTILLO. Actually, I believe it is more than that. What we
know as of this week, and we are using hotel rooms as well as
part—we need to get people out for different priorities, if they have
formaldehyde concerns or their health issues, but we have identi-
fied 5,000 rooms in hotels that are willing to cooperate and partici-
pate with us, 5,000 in Louisiana, over 5,500 in Mississippi, and
4,900 apartments that are willing to participate with us, 4,900 in
Louisiana and over 2,000 in Mississippi.

Chairman CUELLAR. And if we take away hotels and motels that
you are using as alternative housing units, at least our number
show that there are about 6,000 between both States.

Mr. CASTILLO. A little more, yes. Close to that.

Chairman CUELLAR. Alright, if we look at that big picture, let me
ask this question both to Mr. Riddel and Mr. Castillo, same ques-
tion. Mr. Riddel, if FEMA is a disaster preparedness and response
agency, we know they are there for a particular purpose during a
disaster, and your mission under HUD has a different mission, that
is housing more on a permanent basis, should I say. With that in
mind, at what point during the recovery period do you feel it is ap-
propriate for FEMA to hand over the housing mission to an agency
that has more experience in this area? And then, Mr. Castillo, I
will ask you the same question.

Mr. RiDDEL. Thank you Mr. Chairman. Let me begin to respond,
I certainly would be happy to amplify it further.

What I think I hear in your question are issues of timing, of
longer-term solutions as well as shorter-term solutions. On a short-
term basis, the funding through FEMA does provide that oppor-
tunity.

What we are doing in the Disaster Housing Assistance Program
is taking over responsibility for that funding, for the operation of
the program, once tenants are relocated to some form of other
housing, because HUD has that expertise, that mission. On a
longer-term basis, certainly HUD’s mission is to provide safety,
some sanitary, affordable housing. That is the business that we are
in. So we are certainly working throughout the country, but espe-
cially in the Gulf Coast on redevelopment programs and strategies
to provide not only public but affordable housing in those commu-
nities.

Chairman CUELLAR. So here we are 3 years after the hurricanes.
Is it the appropriate time now to hand this over? You know, to an
agency that has more the expertise and the initiatives—
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Mr. RIDDEL. Yes. We are working now in that transition process
with FEMA, taking over responsibility for those residents as well
as working on their long-term housing needs, yes.

Chairman CUELLAR. When do you anticipate this passing of the
torch to happen?

Mr. RIDDEL. We have been working on taking over responsibility
for former FEMA residents now for the last several months. As
soon as relocation assistance is available, they become part of the
DHAP program.

Chairman CUELLAR. Are you ready to handle the situation that
if FEMA moves some of these folks over to hotels/motels—my un-
derstanding, they were there for 30 days. After 30 days, we don’t
know what is going to happen. I guess if you have somebody in a
trailer, for example, and there might be some issues about health,
that is one issue that they look at, but then the other issue, the
other alternative is, by moving to a hotel/motel, I am there for 30
days, and after 30 days I don’t know what is going to happen, are
you ready to handle that in the transition?

Mr. RIDDEL. Our focus certainly is on longer-term housing needs
and opportunities, and I think you identify an issue in terms of the
decision-making process of residents even in moving out of trailers,
they are concerned about their long-term housing needs, so our
focus is on that longer-term housing need rather than their being
in a hotel room for a few days.

Chairman CUELLAR. Because my time is almost up, Mr. Castillo,
could you answer that in 30 seconds? When is the time for FEMA
to hand over this work? That was important for you all during the
disaster, I recognize that, but now 3 years later, are you ready to
pass that on to somebody who has a little bit more expertise?

Mr. CASTILLO. Yes, and we have been passing that baton, as you
said, through the DHAP program, the Disaster Housing Assistance
Program. We have been transitioning folks and it will be up to
40,000 families that will be transitioned into them. Housing is
HUD’s mission, they are good at it, and it is what they do on a nor-
mal basis. We are good in the emergency phase. As far as a date,
I mean, it is what we transition to, but yes, I agree.

Chairman CUELLAR. Well, I have further questions but my time
is up, so thank you very much.

Chairwoman WATERS. Thank you very much. Mr. Dent?

Mr. DENT. Mr. Castillo, the Post-Katrina Emergency Manage-
ment Reform Act of 2006 required FEMA to develop a national dis-
aster housing strategy, as you know. A draft of that housing strat-
egy is being circulated among the stakeholder agencies and organi-
zations, as I understand it. Have you been receiving feedback on
that strategy, and if so, what have been the major areas of interest
and concern?

Mr. CASTILLO. It was first developed along with partner agencies.
Right now we have a final, FEMA has a final draft that is being
circulated, as you said, among other agencies, including what is re-
quired by law and through the national advisory council who has
it now. We haven’t received the feedback from them yet, but it is
something that is a very complex strategy that looks at and incor-
porates a lot of the lessons we have learned along the way.
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Mr. DENT. It is my understanding, too, that FEMA, as I think
you have stated, expects to deliver that strategy to Congress later
this month. Is that still the expectation on delivery?

Mr. CASTILLO. I don’t know the exact date. I know it is—I can
tell you and I can assure you that no one wants to see that strategy
out more than we do at FEMA and as soon as it does, we will cir-
culate it here.

Mr. DENT. You also referenced earlier that FEMA has estab-
lished the joint housing solutions group to evaluate innovative dis-
aster housing options, identify viable alternatives to FEMA travel
trailers and manufactured homes, and recommend improvements
to disaster housing operations. Could you please describe the ef-
forts of that group, and what agencies and offices are currently rep-
resented in that group? And I would also like to know if you have
any recommendations that have been developed?

Mr. CASTILLO. Yes. It started actually in 2007 when we brought
a group together. We have opened and communicated through a
Web site and through a lot of different channels opportunities for
companies and people to provide units that are looking at some-
thing different other than travel trailers and mobile homes that we
have been doing. There is a lot of different criteria that we have
published for them to use and the point is we have identified—

What we want to do is work to pilot the top four or five pros-
pects, the top four or five solutions that come out of that. We have
a housing assessment tool where people can submit this online in
sort of a self-evaluation to start out with to make sure it meets the
criteria of safety, health, formaldehyde free or very low in form-
aldehyde, other things that we have learned along the way that
will hopefully result in some good solutions for the future that we
can use and implement and test if we need to this season.

Mr. DENT. And Mr. Riddel, could you please discuss the current
state of affordable housing and the real estate market on the Gulf
Coast. How is HUD involved in efforts to ensure that there is suffi-
cient availability of affordable housing in a given area?

Mr. RiDDEL. I would be happy to. Our focus is certainly both on
public housing as well as affordable housing. The housing authori-
ties in the Gulf Coast area have redevelopment programs and
strategies that typically involve a multitude of approaches of hous-
ing types, of tenure, homeownership, rental, ranges of housing from
public housing to affordable housing to market rate housing, and
a variety of funding sources including Federal, State, and local
sources, so we work with those groups and have provided support
in as many different ways as we could.

For example, one of the things that has been done is to provide
housing authorities with the flexibility to use what is now called
housing choice voucher funding and what used to be called Section
8 funding flexibly so that they can use it for development purposes
and make that funding available using the appropriations that
Congress provided then to provide voucher assistance for families.

So we are working a variety of programs and types, certainly
working with other agencies as well as the chairwoman mentioned,
in New Orleans we have been able to get, through the housing au-
thority there, tax credit assistance through the Gulf opportunity
zone to get several hundred million dollars worth of tax credit in-
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vestment to develop not only public but affordable housing. There
has been comparable programs in other ways as well.

Mr. DENT. I see my time has expired. I yield back.

Chairwoman WATERS. Thank you very much. Mr. Cleaver.

Mr. CLEAVER. Thank you, Madam Chairwoman.

Chairwoman WATERS. I am sorry, Mr. Frank is back.

[Laughter]

Chairman FRANK. I am going to “leave it to Cleaver.”

[Laughter]

Chairwoman WATERS. Alright, Mr. Cleaver.

Mr. CLEAVER. Mr. Riddel, you manage the capital fund for emer-
gencies?

Mr. RIDDEL. That is correct.

Mr. CLEAVER. In 2000, you had $75 million.

Mr. RIiDDEL. Correct.

Mr. CLEAVER. Today, it is less than $20 million?

Mr. RIDDEL. It is $18.5 million, yes.

Mr. CLEAVER. What was the request, what was the budget re-
quest?

Mr. RIDDEL. In the current budget, and it gets to some of the
substance, I think, of this hearing, in the current request, the cur-
rent budget, we have zeroed out that request. We are not seeking
funding for disaster grants. The rationale for that is, as I men-
tioned in my opening statement, this concern about duplication or
augmentation of funding.

Mr. CLEAVER. Yes.

Mr. RIDDEL. And that while that confusion exists, the families
are better able to be served if they know that they can get a certain
source of funding or housing authorities can get certain sources of
funding to meet the needs of their residents.

Mr. CLEAVER. Okay, thank you. Here is my question for both of
you: If the HUD Secretary zeroed out this fund, and FEMA did not
insert it in its budget request, we are essentially leaving the people
out there. Nobody, then, it seems has the responsibility, for what-
ever reason, to deal with the people who have been devastated. Is
that right? Is that wrong? Is that anything?

Mr. CASTILLO. For us, we have a disaster relief fund, but that is
no year funding. It is basically to provide funding for disasters, but
because HUD has a specific authority and Congress appropriates
under that—

Mr. CLEAVER. Except HUD didn’t want it. They zeroed it out.

Mr. RIDDEL. Let me attempt to address some of those points. 1
think part of the issue is the magnitude of funding required. As
you referenced, in 2000 the funding was $75 million, it was a much
larger number than it is now. The magnitude of the need also cer-
tainly greatly fluctuates based on events that occur during that
year, disasters such as we have experienced in recent years.

So the funding level is certainly an issue, but beyond that, the
ability to access funds through Section 406 of the Stafford Act as
other—

Mr. CLEAVER. I see two issues. One is the funding issue, which
I am still not clear about where HUD and FEMA are going. The
second issue, I guess, is legislative intent. When two agencies have
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difficulty interpreting the legislative intent, who becomes the ref-
eree? Sir?

Mr. CastiLLO. Well, the way we understand the legislative in-
tent, and I am not sure that there is disagreement between HUD
and FEMA, is that because HUD has a specific authority, the legis-
lative intent was for them to have that authority.

Mr. CLEAVER. Okay, here is the problem that I hope you can
clear up. HUD zeroed out the capital fund for emergencies. Am I
right?

Mr. RIDDEL. That is in the current budget, yes.

Mr. CLEAVER. And FEMA is saying that is HUD’s responsibility.
HUD is saying we are going to zero this out because we think that
one agency should handle all of these matters and we should not
be duplicating what FEMA is doing. The truth of the matter is that
the people in the Gulf Coast were left without anyone stepping up
to the plate for capital emergencies.

Mr. RIDDEL. Congressman, part of the issue, I think, is the mag-
nitude of funding. At a level of $18.5 million, that funding is inad-
equate to address any substantial—

Mr. CLEAVER. Okay, we are talking past each other and it is my
fault. It is my fault, whatever it is, it is my fault, so let’s talk to
each other. You are saying that $18.5 million is inadequate. I
agree; I think $75 million was inadequate. The problem is you ze-
roed it out because you said that it should be—you wanted to avoid
duplication. Is that right?

Mr. RIiDDEL. That is correct.

Mr. CLEAVER. FEMA says they shouldn’t handle it because it is
the responsibility of HUD. Is that right?

Mr. CASTILLO. Yes, sir.

Mr. CLEAVER. And so you are saying there is no disagreement,
there is no confusion over legislative intent because HUD should
have it. That is what you said, Mr. Castillo.

Mr. CASTILLO. Yes, because HUD has the specific authority, yes
sir.

Mr. CLEAVER. Then I said, so the people are left out there with-
out anyone wanting to help. Tell me why I am wrong.

Mr. CASTILLO. We want to help. I mean we are looking for solu-
tions to this. You know, we have the—

Mr. CLEAVER. Well, I will e-mail that to the people in New Orle-
ans that you are interested. That ought to probably fix it all. I yield
back the balance of my time.

Chairwoman WATERS. Thank you. Chairman Frank?

Chairman FRANK. I want to follow up on that. With regard to the
letter that the gentlewoman from West Virginia mentioned, I sent
a letter dated June 12, 2007, about this inability to get money to
public housing, and the answer to you, Mr. Castillo, so you said you
have been there less than a year, only slightly less than a year,
this is—oh, I am sorry, you sent the letter in November. My letter
was in June.

So many months later in November you wrote to me, and you
said, “FEMA is committed to and communicated to HUD that we
will study the feasibility of this issue for the purpose of authori-
tatively determining whether such a change is both appropriate in
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legal. That study is actively underway.” That was in November.
Apparently it is still underway. I think it is underwater.

What is the status of that study that you told me in November
was underway from a letter I sent you a year ago?

Mr. CASTILLO. Sir, the study is, or the status is that FEMA can-
not augment an appropriate—

Chairman FRANK. You said there is a study. Is there an actual
study? Can I see it?

Mr. CAsTILLO. The study is that we met jointly with HUD, we
met with HUD—

Chairman FRANK. Well, does HUD agree that FEMA legally can’t
do that?

Mr. RIDDEL. Our approach, Mr. Chairman, was to—

Chairman FrRANK. No, I didn’t ask your approach, sir. Does HUD
agree that FEMA is legally bound not to give that money?

Mr. RIDDEL. I don’t know if that is the conclusion.

Chairman FRANK. No, it shouldn’t be. Well, FEMA said they
worked it out with you. And my question is, do you agree with
FEMA that they are legally unable to provide this funding?

Mr. RiDDEL. No sir, what we had proposed—

Chairman FRANK. No, I didn’t ask what you proposed, sir. I want
to know whether you agree that FEMA is legally unable to provide
that funding?

Mr. RIDDEL. To my belief, no, I'm not the—

Chairman FRANK. Okay, thank you. Now I want to ask you, Mr.
Castillo, I am troubled by that.

First of all, as I understand it, the argument is that you can’t
provide the funding because they can get funding under 9(k), which
has no money. I am not a great mathematician but I know that
sometimes if I have a zero, a real number, or not a real number,
apparently to FEMA, zero is a real number. Because zero dollars
is real enough for you not to help people who need help with public
housing that was destroyed by the hurricanes.

So the fact that 9(k) has not been funded, that legally prevents
you from providing funding because what you are saying is that
these housing authorities could have gotten money from 9(k) if it
had any money, and therefore you are not going to give them any
money even though they didn’t get any money because 9(k) doesn’t
have any. Is that your position?

Mr. CASTILLO. It is that we can’t—if we were to give them money
it would augment an appropriation, sir.

Chairman FRANK. But the appropriation is zero. Is that correct?
So you are legally bound not to appropriate zero—do you consider
an augmentation, I mean augmentation to me is to give more, but
they didn’t get anything. It is also this Administration’s position,
apparently it is, because I assume the OMB approved the proposal
to repeal 9(k).

But let me ask you this, sir—April 14, 2003, to Mr. Castillo from
FEMA, this is an amendment to the MOU—“Background. Although
HUD has specific authority under Section 9(k) as amended to pro-
vide funds for the PHA facilities, FEMA has generally funded these
costs in the past.”

Was FEMA, when it did that, violating the law? This is in the
April 14, 2003, amendment, Recovery Division Policy, etc. It says
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that in the past FEMA has generally funded these costs. At what
point did the new legal interpretation come in and say it wasn’t
legal?

Mr. CaAsTILLO. It is my understanding that in 1999 after Hurri-
cane Floyd is when it came—

Chairman FRANK. It is your understanding. Is there a legal opin-
ion to that effect by the General Counsel of FEMA?

Mr. CASTILLO. Yes, there was sir. At the time—

Chairman FRANK. Can I see that? Have you seen it? Is there
such a legal opinion?

Mr. CAsTILLO. If there is one in writing, I can get it.

Chairman FRANK. No, excuse me, if there is one in writing. You
don’t know. Look, I think you acknowledged to Mr. Cleaver and
others that it is not a good thing that we haven’t provided this
funding, and we know that there is no funding in the alternative
source that you say keeps us from doing the funding.

So your argument is that you are legally prevented from doing
it. HUD doesn’t agree with you, but you are legally prevented. But
you don’t know that. Based on what? You say if there is a legal
opinion. On what basis have you concluded that you are legally
barred from providing this funding given the existence of a zero ap-
propriation. What is the legal basis? Is it in the statute?

Mr. CASTILLO. Appropriations law, sir. If we were—

Chairman FRANK. No, show me the language, what language. 1
assume that you knew you were coming to testify, so what lan-
guage in what law prohibits you from testifying? Let him tell you.
What language?

Mr. CAsTILLO. I know it is in the written testimony that I sub-
mitted, sir.

Chairman FRANK. Well, I would ask for unanimous consent to
wait a couple of minutes while they help him find that wording.
Will you find me the legal wording that says you can’t do it?

Chairwoman WATERS. Without objection, we will wait.

Chairman FRANK. While we are waiting, my colleagues in North
Carolina tell me that after the hurricane in North Carolina in
1999, there was funding made available under this provision, so
this reference to a 1999 decision does not appear to have substance.

Mr. ETHERIDGE. If the gentleman would yield for just a second?

Chairman FRANK. Yes.

Mr. ETHERIDGE. In 1999, FEMA did the right thing, because
Hurricane Floyd was in North Carolina, which I happen to know
a good deal about. We had a horrible situation. They came in and
did the right thing. We provided housing, and it worked. And that
is the kind of model that we ought to use and I, for one, thought
that was the kind of model we were going to use. And Madam
Chairwoman, in New Orleans at the—

Chairman FRANK. Let me get an answer. What legal language
prevents you from providing this funding?

Mr. CASTILLO. Sir, I can get back to the committee; I don’t have
that with me.

Chairman FRANK. I am appalled by that Mr. Castillo. Like I said
to you earlier, I understand part of this is a problem between HUD
and FEMA, but here we have an admitted need, public housing de-
stroyed by a natural disaster.
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Public housing authorities needing money to fix it, people living
in inadequate housing, people living away from home, and you
come and tell me two things: One, you wish you could provide them
the money; and two, you legally can’t do it; but then three, you
have no basis for telling me that. You say, oh, legally we can’t do
it, but you don’t know what law it is. Maybe it is this statute,
maybe it is that statute, you can’t prove the language, you will get
back to me. Your agency has been promising to get back to me for
a year.

Mr. Castillo, give that money to building the housing. In the ab-
sence of any legal authority, and let me ask now, Madam Chair-
woman, and if necessary, I will ask our committee to subpoena it,
I want any existing legal opinion that tells you you can’t do that,
because I don’t think there is one. I think this is just an excuse.

Chairwoman WATERS. Mr. Chairman, if you would yield for a
moment. What is appalling about what you are revealing is that
even if there are questions, you have one Agency zeroing it out and
one Agency saying you can’t use their money, and no attempt to
fix it. No attempt to resolve it. That is what is so appalling, when
we have—

Chairman FRANK. I want to thank the gentlewoman.

Chairwoman WATERS. Yes. Thank you, I yield back.

Chairman FRANK. One last question—yes, Mr. Castillo?

Mr. CaAsTILLO. If I may, I will read from what I have: “Generally
appropriations may be spent only on the purposes specified,” that
is from 31 USC, 1301(a), “and may not be transferred to other ac-
counts without statutory approval,” 31 USC—

Chairman FRANK. And that law was passed when?

[No response]

Chairman FRANK. Let me put it this way, long before 2003, be-
cause in your 2003 memorandum, you acknowledged, the Agency
does, that language was never considered to prevent providing
funding, particularly when there was no appropriation.

Let me just ask one last question of both of you: Are you, as rep-
resentatives of your agencies, and representatives of our Executive
Branch of this great Federal Government, do you think we have
done a good job in responding to the housing needs of the people
in that area after the hurricane? I want to ask both of you.

Mr. CAsTILLO. I think absolutely we could have done better and
we continue to work—

Chairman FRANK. No, do you think we did a good job?

Mr. CasTIiLLO. I think the Agency did a good job in that, from
what I have seen, and what we were faced with was a very dif-
ficult, unprecedented situation. And could it have been improved?
Absolutely.

Mr. RIDDEL. Yes, sir. Given the magnitude, obviously we could
have done more and would want to do more, but I think a major
effort was made by many people to do the best job possible.

Chairman FrRANK. Well, I didn’t think “heck of a job” was a good
argument then, and I don’t think it is now. Thank you.

C(}lairwoman WATERS. Thank you very much. Chairman Thomp-
son?

Chairman THOMPSON. Thank you very much, Madam Chair-
woman. I would like to take up from where Chairman Frank left
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off. Mr. Castillo, can you tell me whether or not we have incor-
porated into the national disaster housing strategy a provision that
would prevent a Katrina-type snafu from occurring with respect to
housing?

Mr. CASTILLO. We are definitely much better prepared. We have
taken what we have learned from Katrina, from the response to
Katrina and Rita, to make the necessary improvements.

As I said, this was an unprecedented event, not just for the Gulf
Coast and the Gulf Coast States, but for FEMA and the Federal
Government as well. So I think yes, we have incorporated what we
have learned, both things in the Post-Katrina Emergency Manage-
ment Reform Act, and what we have learned since then.

Chairman THOMPSON. Well, with respect to that, are you aware
of any pre-negotiated contracts for housing that are in place as we
speak?

Mr. CASTILLO. Housing, temporary housing?

Chairman THOMPSON. Yes.

Mr. CAsTILLO. Yes, well we determined a level for us of tem-
porary housing units, there are some contracts in place. As a mat-
ter of fact some will be awarded shortly within the next couple of
weeks for additional—

Chairman THOMPSON. Were these competitively bid or sole
source?

Mr. CasTILLO. Yes, sir, competitively bid and also had a strin-
gent, much more stringent formaldehyde level that they have to
meet.

Chairman THOMPSON. Thank you. And I would say, Madam
Chairwoman, for the record, there are some things that concerned
me relative to how my State has utilized the funds with respect to
Congress’ support. Do you know offhand, Mr. Castillo, how much
money Mississippi actually received for affordable housing?

Mr. CAsTiLLO. For affordable—I'm not sure I understand—

Chairwoman WATERS. CDBG.

Mr. CASTILLO. No I don’t, sir.

Chairman THOMPSON. You don’t know. Alright. If I told you $615
million as a number, does that sound reasonable?

Mr. CASTILLO. If you said that, yes.

Chairman THOMPSON. Alright. Any idea how many units we have
produced since Katrina?

Mr. CASTILLO. No, sir. I know, as far as the alternative housing
pilot program, Mississippi has done an excellent job in getting the
units out and I believe there are 3,000 of those that are out there
and in place and people actually placed in the units.

Chairman THOMPSON. What if I told you there are 6,000 people
who are still in temporary units. Would you think that is an unac-
ceptable number?

Mr. CasTiLLO. Sir, I think having anyone in temporary units is
unacceptable and I think we work and work with them to place
them. Mississippi perhaps has an even tougher challenge than Lou-
isiana does based on the number of available housing units.

Chairman THOMPSON. What if I told you that some of the money
that we sent down was proposed to raise judicial salaries in the
State of Mississippi? How would you respond to that?
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Mr. CASTILLO. I am not aware of that, but it doesn’t sound like
that was something it was designed to do. I am not familiar with
what you are referring to.

Chairman THOMPSON. What I will do is provide the committee
with information as to what have been proposed uses of some of
these monies over and above what we have seen. What if I told you
that some monies were proposed to be used to pave a road to a Toy-
ota plant some 300 miles away from the Katrina-impacted area?
Would you think that would be a reasonable use of the money?

Mr. CASTILLO. No sir. I am not—the source of the funding, I am
not sure if I understood if you said, but if it is—

Chairman THOMPSON. They are monies that Congress provided
to the State of Mississippi and the State of Mississippi decided that
the highest and best use of some of these funds would go for some
of those things I have shared with you this morning.

And I am saying that in the wake of this housing crisis, in the
wake of what clearly was an inadequate response, my State has de-
cided to do things with the money totally unrelated to housing for
which HUD provided a waiver for some of these activities to go for-
ward. More specifically, the proposal with the $600 million invest-
ment in the Port of Gulfport, which comes out of Block Grant mon-
ies, which clearly does not, in my estimation, address the afford-
able housing issue along the Mississippi Gulf Coast.

So it is out of that concern that I raise it, Madam Chairwoman,
that in the event of future disasters, I think we have an obligation
to put some constraints on the money, given the demonstrated poor
use of the funds that have gone into the area.

I guess the last question is for Mr. Riddel. Have any of the com-
panies attended FEMA’s industry day to offer alternative type of
housing solutions?

Mr. RIiDDEL. Mr. Chairman, based on your question I am not sure
I can answer that, but attending FEMA programs—

Chairman THOMPSON. Well, you have industry days, I am told,
for vendors to come and demonstrate their affordable housing pos-
sibilities, and that was one way that you scoured the landscape to
see whether or not opportunities existed for people to come in and
build affordable housing were available.

Mr. RIDDEL. Again, that perhaps is more for FEMA to address.
I am not familiar with their programs.

Chairman THOMPSON. Well, I will yield back, Madam Chair-
woman.

Chairwoman WATERS. Thank you. If the gentleman will yield for
a moment, I would like to know, do you have boarded-up public
housing in the State or in the area that you know about?

Chairman THOMPSON. Do I have boarded-up housing?

Chairwoman WATERS. Yes, do we have public housing that is not
being used, that is boarded-up and has been sitting there?

Chairman THOMPSON. Oh absolutely, along the Gulf Coast.

Chairwoman WATERS. In the State of Mississippi?

Chairman THOMPSON. Yes.

Chairwoman WATERS. Thank you. Mr. Souder?

Mr. SoUDER. Thank you, Madam Chairwoman. First, I would
just like to say for the record, having been a subcommittee chair
and on many committees, it has baffled me why, whether it was
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the Clinton Administration or the Bush Administration, why wit-
nesses don’t come prepared to handle logical questions. It was obvi-
ous that Chairman Frank had a letter in, obviously the chairman
of the Homeland Security committee is from Mississippi, he is
going to ask you Mississippi questions, sometimes we don’t, but ob-
viously there are disagreements between the two Agencies.

This is a perpetual problem that makes congressional oversight
very difficult and often leads to further legislation that isn’t helpful
because stonewalling out of the Executive Branch does not advance
any type of cooperation. And it just seemed to me that some of
those questions were pretty logical questions that were going to be
raised, and there should have been a more direct answer. It is not
uncommon, but it is just more of a general expression of frustration
that we have all had.

This is the 4th hearing that I have been part of regarding the
FEMA portion, too, over in the Oversight and Government Reform
Committee under Chairman Waxman, as well as others under the
Homeland Security Committee, and I have some general housing
questions, but I first want to revisit the emergency question and
the so-called FEMA trailers.

It is important to understand that formaldehyde is an adhesive
and a repellant, and you can ingest it or you can inhale it. Even
pills have formaldehyde in them. So we are not going to get to a
zero tolerance of formaldehyde, and I think you are correct to move
to what is an acceptable level of formaldehyde, because this room
has formaldehyde in it, in the chairs, in the table, in the carpet,
in the door.

The challenge is, what is a manageable level that doesn’t have
adverse reactions, and some people are going to react differently
than other people. If we have an emergency, if we get too restric-
tive here, it won’t be affordable, we won’t be able to produce it rap-
idly, and we will have nowhere, even a tent. Arguably a tent has
more formaldehyde in it than a trailers, so if you pitch tents—be-
cause it is inside the fabric in a tent.

What isn’t intended to happen is for people to stay in small, con-
fined areas for long periods of time. Whether it is a parked trailer,
and you noted correctly in your testimony and your answers, Mr.
Castillo, the different types of trailers. Obviously, people live in the
mobile homes for extended periods of time. People in the summer,
in all the park service, border patrol, all our agencies, can for a pe-
riod of months live in a smaller-sized unit without health problems.
We haven’t had health problems across the country.

What is a challenge, however, when it starts to move to years in
a confined area, you may find problems. Furthermore, all of, I can
assure you the whole industry is rushing to find something other
than formaldehyde. Thus far, the major alternative has greater
health risks than formaldehyde. Furthermore, we have one com-
pany that has come up with one that looks like it is free, it hasn’t
been formaldehyde-free, it hasn’t been tested, we don’t know the
cost, and we don’t know whether the materials can be found in
large scale like you would need. And this is a difficult subject to
work through, but I think it is important for the record to show
that.
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I am going to come back again, Chairwoman Waters raised a
question about a study. On April 24th, a new study was released
in Mississippi. The only study, by CDC, of kids who were in the
emergency housing and in other housing, and a couple of the high-
lights from that study illustrate very critical questions to this de-
bate. One is, there wasn’t a difference between the people in the
trailers from people, kids, not in the trailers.

Furthermore, the level of allergic reaction was actually lower
after Katrina than it was before, which leads to a fundamental
question when you look at emergency housing. Depending on the
area, New Orleans was a massive event, as well as if you go over
to Biloxi, and you had lots of facilities there, that when the dikes
overflow, and when the flood comes in, are going to release chemi-
cals and things in the air, that the more you have somebody in a
confined area, whatever that confined area is, is going to be more
at risk. And certainly the longer they are there.

And that when these disasters occur, somebody needs to have a
control group so we don’t overreact and made all kinds of state-
ments in the general public that aren’t accurate because we didn’t
do a control group at the time. Mississippi is trying to track it over
a period of time, but their size sample isn’t really large enough and
it 1sn’t over in New Orleans.

But if we are going to have a responsible emergency response
mechanism here, it is cost, it is speed, it is safety, it is length of
time, and you have to have a method to be able to transfer people
quicker, and we also have to be looking as we build more urban
areas in these hurricane zones and potential zones with higher per-
centages of low-income people in them, who don’t necessarily have
the resources to do it, there has to be a supplemental plan of not
only the emergency housing, but the transfer to get them out with
enough money to move. Congress bears some of this responsibility,
but I don’t think it serves the general public well—

Look, your Agencies worked hard, that isn’t the answer. We
failed in Katrina. No matter how hard you worked, we failed. We
need to do better in the future and we need to acknowledge that
we failed and we are going to do better in the future. I yield back.

Chairwoman WATERS. Thank you very much. Congresswoman
Christensen.

Mrs. CHRISTENSEN. Thank you, Madam Chairwoman, and Mr.
Chairman, ranking members, thank you for having this hearing.

As a Representative from an area that is in the path of hurri-
canes, although we have been spared the last couple of years, this
is a very important hearing for us as well. And even though I am
not convinced by some of the answers, I was glad to hear Mr.
Castillo say that there is a desire and an intent on the part of
HUD to provide housing because we are where we are because this
Administration, based on my experience in trying to deal with
health care, did nothing to help people stay in New Orleans, and
once they were out, did everything to make sure that there were
barriers to their returning, so I hope that the statements that we
have heard today represent a new posture on the part of the Ad-
ministration, because there has to be a will at the very top to pro-
vide this housing to people and to bring the people back. Other-
wise, we are spinning wheels here this morning.
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I don’t want to go over the questioning of Mr. Cleaver and Chair-
man Frank again, but on that potential solution of permanent re-
peal of 9(k), I don’t see that as a solution at all because the intent
is to provide the funding to make sure that people who lose their
housing in a disaster are rehoused. I just don’t understand that as
a solution.

Let me ask a question that particularly relates to my experience
with both FEMA and HUD. When we talk about replacing housing,
are you required to take into account the cost of replacing that
housing in the different localities, building costs in the territories
and some other remote areas I am sure are much higher because
we have to ship in materials. And I remember after two very major
disasters, Hurricane Hugo and Hurricane Marilyn, meeting with
FEMA and HUD over and over and over again to try to get the
funds to restore our public housing.

So what is the policy? Do you take into account the cost of the
rebuilding when you provide the funding? In many instances, we
were not able to fully restore our housing.

Mr. RIDDEL. Congresswoman, at least with respect to HUD, the
funding levels are appropriated or set aside from Congress with re-
spect to emergencies and disasters, so those are the funds that are
appropriated for our use. With respect to the rebuilding of housing,
HUD does have development cost limits, guidelines that control the
costs of replacement housing in each jurisdiction, and those are lo-
cally-based numbers.

Mrs. CHRISTENSEN. Well, we have been very fortunate that we
didn’t have to go through this recently. But I hope it is addressed
if we find ourselves in that unfortunate situation again.

One of the issues with individuals who want to return, for exam-
ple to New Orleans, or to anywhere in the Gulf region is that the
cost of housing is higher, and becoming unaffordable to many.
What is being done to address this so that families can return? And
there are other barriers such as utility costs and unpaid utility bal-
ances. What is being done to assist these families to meet some of
these barriers so that they can return home?

Mr. RIDDEL. At least with respect to the HUD programs, cer-
tainly including in New Orleans, the commitment has been that
every family who wants to return will have that right and that op-
portunity. There has been a variety of forms of assistance made
available, including the payment of transportation and other costs
to relocate families—

Mrs. CHRISTENSEN. What about if they have utility balances and
they are unable under these circumstances to pay those balances?

Mr. RIDDEL. It depends on the nature of the program. In most
cases, those families, as opposed to paying 30 percent of their in-
come for rent, they were paying zero for rent during the time that
they were relocated, so there was available funding to pay for the
total cost of their housing, including utilities.

Mrs. CHRISTENSEN. Well, I guess I will be able to clarify that in
the next panel. Because of the failure to keep good records on dis-
placed individuals and families, we don’t have good addresses for
many who are eligible for DHAP. So what is being done to find
those people that we have not been able to locate who are eligible
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for this program so that they can avail themselves of it? The DHAP
program?

Mr. CASTILLO. People who are clients of ours who had applied for
FEMA assistance, we have worked to identify all those, and con-
tinue to work to identify all those, including correspondence and
actual visits to where we have as an address—

Mrs. CHRISTENSEN. Do you have a national campaign out saying,
if you think you are eligible, because if you don’t know where the
people are, if we have lost some of those people, how do you reach
them?

Mr. CasTIiLLO. It is targeted to the folks who have been part of
our program. In order to be eligible for DHAP, it is folks who were
applicants of our program, of FEMA, and then are being
transitioned into DHAP. In other words, other housing that is
under HUD. So we—

Mrs. CHRISTENSEN. Do you know where to find everyone who is
eligible?

Mr. CASTILLO. We hope to. I mean, if people, and if we hear that
people who are perhaps, that we haven’t been in touch with, we
work to find them, but we know, again, if they are being provided
direct housing by FEMA, or in the transition a hotel or motel, we
know we can find them, yes.

Mrs. CHRISTENSEN. I think my time is up. Thank you, Madam
Chairwoman.

Chairwoman WATERS. You are certainly welcome. Mr. Green.

Mr. GREEN. Thank you, Madam Chairwoman, and I thank the
witnesses. And because time is of the essence, I will move as quick-
ly as possible.

I need to start by coming back to Ms. Capito. She posed a ques-
tion to Mr. Castillo that I think is important and does merit some
response. For edification purposes, Mr. Castillo, FEMA spent about
$2.7 billion to purchase 145,000 mobile homes and trailers; this
was after Rita and Katrina. About 60,000 trailers have been stored
nationwide.

We are talking about, in Hope, Arkansas, $25,000 a month paid
as rent on 453 acres. Literally, according to some accounts, we had
more trailers in Hope, Arkansas, than we had people, probably
about 20,000 trailers. I believe these are the trailers of which the
ranking member speaks, but if I am incorrect, I beg to be corrected.

Madam Ranking Member, are these the trailers we are talking
about?

Mrs. CAPITO. Yes.

Mr. GREEN. Okay. With that said, Mr. Castillo, do you have some
insight that you can share with us with reference to these trailers
that we paid some inordinate amount of money for over some long
period of time?

Mr. CAsTILLO. Well sir, we, and the way I understood Congress-
woman Capito’s question had to do with if there were other units
out there that weren’t being used. The ones that we have in Hope
and Selma are units that we have in reserve should we need to
move out quickly, and those are being tested around the clock, ba-
sically, for formaldehyde, all the units that we would have out, all
the mobile home units that are being stored there.
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Mr. GREEN. Since you brought up the formaldehyde, let us go to
this quickly. Let us assume for our purposes right now that we
have trailers that are toxic, that are a hazard to human habitation.
The human habitation is not feasible with the trailers. For our pur-
poses, let’s assume that this is the case.

If this is the case, which Agency is responsible for dealing with
the question, because having had this come before us in Homeland
Security as well as Financial Services, I have seen both sides of the
argument. Which Agency is responsible for dealing with it if this
is the case?

Mr. CASTILLO. If it is an unoccupied trailer?

Mr. GREEN. If it is occupied with a person and it is not fit for
habitation?

Mr. CASTILLO. Then we have made and we have units that came
back as, we tested occupied—

Mr. GREEN. Excuse me, if I may, let me just intercede, because
there are often occasions when persons finish and I don’t know ex-
actly what the answer was, so I have to beg that you do this. Could
you just simply say FEMA or HUD? This would help me, and then
you may elaborate.

Mr. CASTILLO. If they are in a FEMA-sponsored trailer, FEMA
is responsible for relocating them.

Mr. GREEN. Alright, let’s take these trailers that we are talking
about right now. Let’s assume, just for our purposes today, that
these trailers are not fit for human habitation. Who is responsible
for dealing with the problem of these trailers?

Mr. CASTILLO. Occupied trailers?

Mr. GREEN. Occupied trailers.

Mr. CastiLLo. FEMA.

Mr. GREEN. And if this is the case, does FEMA have a plan to
extricate people from these trailers given that you are not sure
about the studies, but at some point we will get a study. If we get
one that is adverse to the interests of the people who are living in
the trailers, does FEMA have some plan in place to extricate per-
sons?

Mr. CAsTILLO. To extricate? We relocate people, and yes, we do
have a plan in place and have been moving out, like I said, an av-
erage of 1,000 families a week out of trailers.

Mr. GREEN. How many do we have in the trailers currently?

Mr. CASTILLO. In mobile homes and trailers, a little over 22,000.

Mr. GREEN. Okay, if we are moving 1,000 a week, then we are
looking at 22 additional weeks, or thereabouts. I am very much
concerned about the people who will be in the trailers for that addi-
tional 22-week period. I was at Homeland Security when we had
a witness who indicated there is no acceptable level of formalde-
hyde that the government recognizes, and that causes me some
consternation.

So I would beg that you please give additional thought as to how
we will extricate, that is my terminology, relocate persons from
these trailers given that the people that we talked to, who come be-
fore us, indicate that there is concern. I have heard the witnesses
say it myself.

Mr. CASTILLO. Yes.
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Mr. GREEN. Moving quickly to one other question with reference
to the DHAP program. We started March of about a year ago
maybe, maybe March of this year, $50 increments, this is increase
in rent, and at some point we are finding that we have persons
who are not elderly, who are not seniors, who are not handicapped,
who cannot afford to pay the $50. Now to most of us that doesn’t
seem like a lot, $50 a month. But to some people it is a lot of
money and we are going to have people evicted because of their in-
ability to pay this $50 per month, people who are in the DHAP pro-
gram. How is FEMA going to manage this, or HUD?

Mr. RiDDEL. Congressman, there are emergent studies of the cli-
ents that we have that are within the DHAP program. Each one
of those families has a case manager who works with them, and
the conclusions that we are getting from the research to date is
that 80 percent of those families have income either from wages or
other benefits. So there is a strong percentage of the families who
do have income—

Mr. GREEN. Could you quickly tell us what we will do about the
20 percent who won’t?

Mr. RIDDEL. Well the 20 percent, we have in the 2009 budget,
we are requesting $39 million to provide funding for those. Those
are the longer-term families who are elderly or disabled that are
perhaps going to be requiring permanent assistance or assistance
on a long-term basis.

Mr. GREEN. I know I have to yield back, but could you please tell
me about the person who is not elderly, not disabled, who still can-
not afford the rent. We do have such people.

Mr. RIDDEL. We are working with them, those are hardship type
cases, we are working with them with case managers to try to pro-
vide whatever resources they need through individual development
plans to transition them.

Mr. GREEN. Thank you, Madam Chairwoman. I yield back.

Chairwoman WATERS. You are welcome. Mr. Etheridge.

Mr. ETHERIDGE. Thank you. Madam Chairwoman, I would like to
thank you for holding this hearing. Let me follow up on one point
Mr. Frank made earlier.

Before I came to Congress, I served in the State legislature at
the county level, and I served 8 years as State Superintendent of
Schools in North Carolina, with thousands of people working for us
and with us. And I learned one thing: When I called an attorney
and I asked him for an opinion, I had two choices. I could ask him,
how do I get this done? That would give him a direction to go. Or
I could say, give me an opinion, I don’t have the money, I would
rather not do this. That might not have been that way, but just by
asking for an opinion without a direction, you would get another
opinion.

And I remember 1999 when North Carolina had the terrible
flood, the worst flood we had ever had, a 500-year flood. I don’t
know how you measure a 500-year flood, but FEMA did the right
thing with appropriations, and we relocated people, put them in
temporary and impermanent housing. It was on a much smaller
scale than what you are dealing with now.

But I, like a number of my colleagues, am concerned. I think the
reaction has been inadequate and the response today has not been
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as forthcoming I think as it should be from two Agencies, so let me
ask a couple of questions.

My first one is, 3 years after Hurricane Katrina we still have,
you said about 23,000 displaced persons. How many of those people
are in travel trailers and how many of them are in what I call a
mobile home or a trailer that has much more space, because there
is a huge difference in those two in terms of living space and abil-
ity, and I know others are in rentals. What is the difference be-
tween those numbers?

Mr. CASTILLO. About 84 percent are in travel trailers that are on
private sites, primarily people who are—

Mr. ETHERIDGE. Whether they are private or public, it doesn’t
matter. And the rest are in what, mobile homes?

Mr. CASTILLO. Yes.

Mr. ETHERIDGE. Which would be more than one room?

Mr. CASTILLO. Yes.

Mr. ETHERIDGE. Or rental apartments?

Mr. CASTILLO. No, in mobile homes.

Mr. ETHERIDGE. Where are the rest of them? Wait a minute now,
if we have 84 percent in travel trailers, and the balance of them,
are any of them in rental property? Permanent housing anywhere?

Mr. CASTILLO. The 22,000 are those who are in temporary hous-
ing units, which means mobile homes, parked models, travel—

Mr. ETHERIDGE. How many do you have in rental property in dif-
ferent places?

Mr. CASTILLO. Those numbers, we have transitioned more than
30,000 who are in rental properties that are part of the DHAP pro-
gram.

Mr. ETHERIDGE. This gets deeper and deeper. That means you
have 22,000 who are in rental permanent property?

Mr. CasTILLO. 22,000 in temporary units and around 30,000 in—

Mr. ETHERIDGE. 30,000 in rental/permanent?

Mr. CastiLLo. Yes, but you know a lot of folks who are
transitioned into rental property or rental that are out of the
FEMA program.

Mr. ETHERIDGE. Let me go a little bit further because in my dis-
trict, we are sort of in the eye of the hurricane when it comes and
we are now in hurricane season. Can you tell this committee and
tell me that we are better able to handle it and we will be able to
do something if a hurricane should hit public housing and the peo-
ple in North Carolina?

Mr. CASTILLO. Yes.

Mr. ETHERIDGE. Are you prepared to handle it?

Mr. CAsTILLO. Yes, and we are better prepared, as you started
to say—

Mr. ETHERIDGE. What does “better prepared” mean?

Mr. CASTILLO. Well, we have taken lessons learned from Hurri-
c}z’}ne Katrina and incidents since. We have identified and targeted
the—

Mr. ETHERIDGE. Do you have the money?

Mr. CASTILLO. The money? I'm sorry, for?

Mr. ETHERIDGE. Well, if you are going to do something, you have
to have money. The last time I checked, you can’t do anything
without money in this country.



35

Mr. CaAsTILLO. Through the disaster relief fund to fund our oper-
ations, yes, sir.

Mr. ETHERIDGE. Mr. Riddel, how does the memorandum of un-
derstanding improve HUD’s ability to apply its expertise in dis-
aster, after the answer I just got was “yes,” and you have zero
funding you say in the account that you asked for? Now tell us how
you can handle that?

Mr. RiDDEL. Well, Congressman, what we have worked on is a
modification of the memorandum of agreement—

Mr. ETHERIDGE. No, no, do you have it in place, yes or no?

Mr. RIDDEL. The memorandum exists only in draft.

Mr. ETHERIDGE. I beg your pardon?

Mr. RIDDEL. The memorandum has been prepared in draft form.
It is not an executed document.

Mr. ETHERIDGE. Well, you know when hurricanes come, they
don’t come in draft form.

[Laughter]

Mr. ETHERIDGE. Okay?

Mr. RIDDEL. Yes.

Mr. ETHERIDGE. If I am in a house, and I am gone, I am not in
a draft form, it is a reality. So I will ask my question again, do you
have it done?

Mr. RIDDEL. No sir, that is what we are—

Mr. ETHERIDGE. When will you have it done, completed, and
signed off, where if something happens, I can call you and get help?

Mr. RIDDEL. We are trying to work with—

Mr. ETHERIDGE. When will it be completed? Is there a date? You
know, in this country, we sort of work on timelines. I was in busi-
ness for 19 years, and if I asked somebody for a timeline, I ex-
pected to have a date. Can you give us a date?

Mr. RIDDEL. No, sir. We may—

Mr. ETHERIDGE. When will you be able to give a date?

Mr. RIDDEL. We may need to get congressional support for the
changes we are proposing.

Mr. ETHERIDGE. Do you think we can dial the hurricane center
and ask them to hold them until we get this done? I mean, this
is serious business. This is life and death.

Mr. RIDDEL. Absolutely.

Mr. ETHERIDGE. How soon will you be over asking for congres-
sional help if you need it, because we want to help. When will that
be over?

Mr. RIDDEL. We are following it up for sure, sir.

Mr. ETHERIDGE. Can you give us a timeline on that?

Mr. RIDDEL. I cannot give you a specific date, but certainly it
gets immediate attention.

Mr. ETHERIDGE. This is embarrassing. I yield back.

Chairwoman WATERS. Thank you very much, Mr. Etheridge. We
have been joined by Mr. Watt. I understand that you have no ques-
tions at this time, but without objection, Representative Watt will
be considered a member of the subcommittee for the duration of
this hearing so that he can participate in the next panel.

The Chair notes that some members may have additional ques-
tions for this panel which they may wish to submit in writing.
Without objection, the hearing record will remain open for 30 days
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for members to submit written questions to these witnesses and to
place their responses in the record. This panel is now dismissed
and I would like to welcome our second panel. Thank you very
much.

I am pleased to welcome our distinguished second panel: Mr.
Saul Ramirez, executive director, National Association of Housing
and Redevelopment Officials; Mr. Reilly Morse, senior staff attor-
ney, Mississippi Center for Justice; Dr. Edward J. Blakely, recov-
ery chief, City of New Orleans, Office of Recovery and Development
Administration; and Ms. Laura Tuggle, staff attorney, New Orleans
Legal Assistance Corporation, Southeast Louisiana Legal Services.

Without objection, your written statements will be made a part
of the record. You will now be recognized for a 5-minute summary
of your testimony. We will start with you, Mr. Ramirez.

STATEMENT OF SAUL N. RAMIREZ, JR., EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF HOUSING AND REDEVELOP-
MENT OFFICIALS

Mr. RAMIREZ. Thank you, Chairwoman Waters. I appreciate it,
and I thank you for your leadership on this issue as well as Chair-
man Cuellar for the great work that he is doing in the sub-
committee, as well as Chairman Frank and Chairman Thompson
for their work in this regard.

For nearly 3 years, NAHRO has been focused on the issue of the
memorandum of understanding. We have worked with HUD and
FEMA to bring clarity to what has truly stalled and in many ways
kept at a complete halt the repair and reconstruction of the re-
gion’s public housing assets, and a truly essential piece of our pub-
lic infrastructure in the housing arena. The MOU was issued in
2001 that led FEMA and HUD to conclude that FEMA’s assistance
authorized under Section 406 of the Stafford Act for permanent re-
pairs was not an eligible pot of dollars for housing agencies to tap
into for reconstruction and renovation, and that it was in direct
conflict of Section 9(k) of the Housing Act of 1937, as has been
talked about recently.

Let me also add as an aside that there was mention of 403 mon-
ies for immediate relief that were supposedly made available to
agencies at that time to be able to deal with boarding-up or tarping
or preventing additional mold damage or decay to set in to these
properties. FEMA notified agencies after spending tens of thou-
sands of dollars that they were not eligible for 403 monies because
those activities were classified, in their opinion, as 406 activities.
So housing agencies got hit from both sides in regards to that ef-
fort.

The dollars that were put into the 9(k) pot of resources were
grossly inadequate for the need to reconstruct the housing and as
such we have been having this wrestling match with HUD and
FEMA in regard to that, and because of the inconsistencies that
they have cited, the people that are most vulnerable in those hous-
ing units, in particular seniors, the disabled, and the working poor
have yet to relocate back to their communities and worse yet, have
been forced to either maintain their residence in temporary hous-
ing or now under the DHAP program.
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Let me also state that since the DHAP program was put into ef-
fect by HUD, it has worked effectively in serving those people who
have been displaced from their communities, but it should be our
intent as a Nation to always work to provide the opportunity for
people to relocate back to their communities, especially those who
depended on their livelihood from those communities and have now
been forced to move to other areas.

Further, let me state that the MOU is in direct conflict with
what we believe is the intent of Congress and agree wholeheartedly
with Chairman Frank’s comments that there are no inconsistencies
in being able to tap into these dollars to rebuild, again as I men-
tioned, a key public asset within our infrastructure, which is public
housing.

Let me further state that in addition to the changes that are
being proposed, which we do not agree that 9(k) needs to be re-
pealed in order to deal with the excess, last resort funding that can
be provided out of Section 406 through FEMA, that in fact what
we have here is just a failure to communicate and an unwillingness
to take a proactive approach to resolving these issues.

We further bring to the attention of the committee that there has
been ample opportunity over 3 years to deal with the relocation of
those in temporary housing. And to Chairman Cuellar’s point, what
is temporary and what is permanent? Any time someone has been
displaced for more than 6 months from their principal residence
and their livelihood, and has been forced to move into another facil-
ity, it turns into permanent for many of these folks, so we think
that there is a lot of room that can be addressed in this regard,
but specifically the nuances that are being put out there as the rea-
son for denying funding for housing agencies to rebuild a housing
stock. In this case, more than 6,000 units—many of which remain
out of use—within the inventory have not been rebuilt because the
dollars are not there.

I would like to thank the committee for the hard work in regards
to this issue. We will be glad to address this particular issue or any
other issues in regards to this matter. Thank you for the time
Chairwoman Waters.

[The prepared statement of Mr. Ramirez can be found on page
241 of the appendix.]

Chairwoman WATERS. Thank you very much.

Mr. Morse?

STATEMENT OF REILLY MORSE, SENIOR ATTORNEY, KATRINA
RECOVERY OFFICE, MISSISSIPPI CENTER FOR JUSTICE

Mr. MORSE. To the Chairs, ranking members, and members of
these committees and subcommittees, thank you.

As we enter our third hurricane season since Katrina, we wel-
come your shining a light into the widening cracks in this recovery.
On behalf of my organization, the Mississippi Center for Justice
and the tens of thousands of people left out by my State’s recovery
program, I urge you to step into the breach and ensure that FEMA
will fulfill its temporary housing duties and that HUD moves
CDBG funds for lower-income families up from the back of the Fed-
eral assistance line.
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In Mississippi, more than 6,300 households reside in FEMA trail-
ers and another 1,200 occupy hotel rooms. These include the most
vulnerable storm victims, like Joe Stevens, 52, whom FEMA hous-
ing representatives told he had until June 1, 2008, to find an
apartment. Mr. Stevens used to be a commercial fisherman until
diabetes took his legs. He used to have a daughter until her suicide
left him caring for two of her three children. He used to have a
house in the Lima community until a tornado spun from Hurricane
Katrina took that too, reports the Jackson Clarion Ledger.

Two bedroom rentals, Madam Chairwoman, in Harrison County,
start at $800. Mr. Stevens receives $637 a month in disability plus
$500 a month in survivor benefits for his granddaughters and
about $60 a month in food stamps. He has barely enough to buy
groceries and pay his utilities much less save money for an apart-
ment. Mr. Stevens said, “They have threatened to bodily move us
out of here and put us in a motel. That would be worse.”

FEMA spokesmen dispute that its workers are pressuring people
to leave by June 1st. Last month, however, news reports across
south Mississippi and MCJ surveys revealed that FEMA housing
workers had pressured trailer park residents to move immediately,
warning that they could be locked out and their belongings bagged
and tagged. With $5.4 million in emergency CDBG funds handed
to Mississippi, how could this happen?

First, Mississippi chose to deny homeowner grant assistance to
storm victims like Joe Stevens who suffered hurricane wind dam-
age. Our Governor asserts that this was part of the bargain for re-
ceiving this disaster aid, but it appears nowhere in the legislation
or regulations. If Joe lived in Louisiana, he would be covered. So
why should recovery from this Nation’s largest natural and housing
disaster turn on which State you live in?

Second, Mississippi delayed for 18 months or more the creation
of any affordable rental housing programs with CDBG funds, and
today not one CDBG dollar has yet been spent from these programs
to actually construct a single rental housing unit. As a result,
FEMA has to put Joe Stevens’ family and thousands more like him
into a hotel without any food storage or preparation resources.

Third, Mississippi, the State with the highest per capita poverty
and disability rates has obtained HUD waivers from the require-
ment to target at least 50 percent of relief funds to primarily ben-
efit lower-income storm victims for $4 billion out of $5.4 billion in
emergency CDBG funds. As of December 2007, Mississippi actually
has spent only 13 percent of its funds on lower-income persons.

Fourth, Mississippi has diverted $600 million in recovery funds
to realize a 20-year port expansion master plan conceived prior to
Hurricane Katrina. The State Port of Gulfport has $108 million in
insurance, up to $55 million more in FEMA funds, and $82 million
in unencumbered cash, far more than adequate to cover the esti-
mated $50 million in damages to a port with an asset value of $127
million. Governor Barbour claims the $600 million originally was
intended for the port. This is false. After the first appropriation, he
came back here to Congress in the spring of 2006 seeking funds for
the port expansion, but was turned down.
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June 14, 2008, is the second anniversary of the HUD waiver for
the first program from which Mississippi now diverts $600 million.
Madam Chairwoman, we urge Congress to do the following:

First, reexamine this waiver and future waivers as required by
the statute and require Mississippi to put the $600 million back
into affordable housing recovery in the area. Second, to require
FEMA and HUD to ensure that housing-challenged storm victims
do not fall through the cracks during this DHAP transition, with
clear and accountable handover processes, a tracking mechanism
for each household, and a single reporting yardstick to assess over-
all progress from across these different temporary housing pro-
grams. Third, require Mississippi to eliminate discriminatory dis-
tinctions in its programs that have dropped into an abyss families
like Joe Stevens’, thousands of then, plus tens of thousands more
who are now seeking charitable assistance through local charitable
groups. Thank you.

[The prepared statement of Mr. Morse can be found on page 73
of the appendix.]

Chairwoman WATERS. Thank you.

We will now move to Dr. Edward Blakely, recovery chief, City of
New Orleans.

STATEMENT OF DR. EDWARD BLAKELY, EXECUTIVE DIREC-
TOR, OFFICE OF RECOVERY AND DEVELOPMENT ADMINIS-
TRATION, CITY OF NEW ORLEANS,

Mr. BLAKELY. Good morning, Madam Chairwoman, the other
Chairs here—Mr. Cuellar, Mr. Frank, and Mr. Thompson—and the
other members. We are delighted to be here. This is the 34th time
that New Orleans has appeared before the House of Representa-
tives and the Congress.

We have been here many times with the same mission, that is
restoring one of America’s great cities. This has been a difficult
mission because we have been entwined with several different
agencies, all with different missions, different rules, and different
regulations, and with a small staff, it has been very difficult for us
to navigate these waters.

I want to look at the larger issues that you are addressing here
today because they all affect us. There are three issues. First, after
an emergency like this, a catastrophe as we call it, we need shelter.
Second, we need temporary housing, and that temporary housing
should be formaldehyde free, and ensure that it is temporary and
does not lead to any permanency. And third, permanent housing.

A full program in the National Disaster Housing Strategy that
the Congress is asking for should address all three. First, as to sur-
vival housing, it is necessary we think for the United States to pre-
pare for disasters of scale. And in preparing for disasters of scale,
we should have regional shelter areas, areas that we already have
in place and could be made available in case of an emergency.

The Federal Government should examine all of its property and
all of its assets, some of these BRAC assets that might be utilized
in the case of an emergency like this. States have large facilities,
fair grounds, and many other things where temporary housing
might be put almost immediately if the watering systems and other
things were made appropriately. The United States Army should
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look at all of its facilities to ensure that secure facilities might be
places where you could house people in such an event, and we
should develop resettlement plans so that people can come back in
the communities. Simply evacuating them and putting them out-
side their jurisdiction does not ensure that they can come back.

As to temporary housing, we lost over 70 percent of all of our
housing in our City. Many of our people are still being sheltered,
as I described, in situations that are dangerous. It is necessary, we
think, for a temporary housing plan to provide for the use of the
physical inventory within the jurisdiction.

For example, we had, in our jurisdiction, other housing such as
public housing assets. We had housing that the City had taken ad-
vantage of with its blight removal program. We could have put
temporary structures on that housing. We could have used manu-
factured housing, panelized construction to put housing on those
premises. We could have leased other premises from other individ-
uals to put housing on those premises and brought our citizens
back much faster and much quicker even if they moved to perma-
nent housing elsewhere. So we think it is important that we have
that as part of our repertoire.

Third, the vouchers. Vouchers are very important. But the vouch-
ers have to be organized in such a way that they can be used lo-
cally. There should be an enhancement to those vouchers so you
can use them locally, and that would stimulate the rebuilding of
the rental housing stock if the vouchers were substantial and if
people knew the vouchers would be longer term. We know that it
takes at least 2 years to build housing. Even if you are building
your own home, it takes a year to get it organized, and another
year to build it. So we knew this in advance. To think that this
would be really temporary was not very good thinking on our part.

We have to have situations—increase the rental supply. We can
use other devices for this. For example, the GO Zone bonds could
have been diverted in portion to provide for people to build tem-
porary housing. Lastly, permanent housing. We think it is very im-
portant that we have a real permanent housing solution. That is,
people should receive replacement housing funds rather than ap-
praised housing funds at the time of a disaster. We think it is im-
portant to be able to use the disaster relief fund to build housing
in our community for community residents who might use that as
a transitional property. That legislation is already in place. We
think a small rental program is absolutely necessary.

We also feel that affordable housing pilot programs should be de-
veloped. We have developed housing opportunity zones where we
could put these programs in, utilizing the assets that we have,
from the sale of homes to our Louisiana Recovery Agency. Those
affordable housing pilot programs would include for us the possi-
bility of having mixed-income neighborhoods with AMIs up to 140
percent. We do not believe that the AMIs should be willy nilly
granted across-the-board, but we do think to have mixed-income
neighborhoods, we have to have 30 to 40 percent of people who are
above the median income, up to 140 percent. That has been New
Orleans tradition, and we would like to maintain it.

I would like to close by thanking Chairman Frank for his pro-
posal that the GSE reform and profits be allocated to housing in
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the Gulf. We think this is necessary, it would be good for citizens
of all of the Nation, and we think this is an astute proposal. I want
to thank you all for putting together this committee, and we think
this is a watershed moment, that if we do this right, it can save
us from future Katrinas. Thank you very much.

[The prepared statement of Dr. Blakely can be found on page 54
of the appendix.]

Chairwoman WATERS. Thank you.

Laura Tuggle.

STATEMENT OF LAURA TUGGLE, MANAGING ATTORNEY,
HOUSING UNIT, NEW ORLEANS LEGAL ASSISTANCE COR-
PORATION, SOUTHEAST LOUISIANA LEGAL SERVICES

Ms. TUGGLE. Good morning. My name is Laura Tuggle, and I am
a managing attorney of the housing law unit at New Orleans Legal
Assistance. We are the local legal services office for the greater
New Orleans area, and all of the parishes that we serve were se-
verely impacted by Hurricane Katrina. We just want to thank you
for having brought us here this morning, and for all of your past
support and your ongoing support and your future support.

Unfortunately, from what I see when I read the newspaper or if
I go online on a blog, a lot of folks out there in this country, and
some not too far from home, can’t quite understand why after al-
most 3 years we don’t have it together, and a lot of folks are tired
of hearing about the difficulties that are still facing our families
and are still facing the kind of clients that we serve at the legal
aid office day in and day out.

I think there is a conception out there that people should have
pulled theirselves up by their own bootstraps at this point, but
frankly I would tell those folks three things: One, we don’t have
any boots; two, whenever we go this boot store to try to get the
boots, they are way, way up on the high shelf and we can’t reach
them; and three, whenever we try to get help from somebody to get
in those boots so that we can have some straps to pull ourselves
up by, we are told that nobody is going to be back to help us for
maybe 3 years, if then.

And what I mean by that is, Hurricane Katrina came and de-
stroyed about 82,000 units of the affordable rental housing stock in
the greater New Orleans area. Of that amount, about 52,000 were
affordable to low-income families. Even with all the billions of dol-
lars that are coming down in our community, and hopefully are
making their way to the folks who need it, it is projected that only
about 23,000 affordable rental units are going to be developed in
our community. That is going to replace less than 25 percent of the
stock. So this idea that things are going to be hunky dory with
what we have is not going to cut it for the tremendous needs that
folks have in our community.

Additionally, even some of the Road Home rental programs that
are being developed, even if they all come forward, which is highly
doubtful given the credit crisis and tax credit deals not being able
to close, a lot of those programs simply are not going to reach peo-
ple at 30 percent of area median income and people at 50 percent
of area median income.
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I want to give you an example of Miss Madeline S, one of our
clients. She works in a local hotel downtown. She makes about
$1,750 a month. She is raising a household of five and she needs
a three bedroom apartment. The going rate for the HUD three bed-
room fair market rent right now is $1,271 in New Orleans. The
going rate for the low-income housing tax credit rent in Orleans
Parish is $933 a month. The going rate for the proposed lowest
rung of the small rental repair program is $680 a month. 30 per-
cent of Ms. Madeline’s income is only $525 a month. So you can
see that she can’t make it. Hardworking folks like her, who, the
numerous times you guys have come down to see us, maybe she
made your bed or, I don’t even know if they give any mints, but
maybe she put a mint on your pillow.

It is very difficult out there for folks to make it, and I have grave
concerns in particular about two areas that I don’t think have re-
ceived much attention, and one of those is, what is going to happen
with this DHAP program that we heard earlier witnesses talk
about, when it ends next year and we don’t have affordable stock
ready.

And what is going to happen with the folks and the families who
were residents of not public housing, but were residents of sub-
sidized housing through the HUD multi-family stock. I don’t hear
anybody talking about them, and I can tell you that as recently as
last fall, the office of HUD multi-family advised me that there were
5,861 units of the HUD multi-family stock that were still not open.

That is separate and apart from the thousands of public housing
units that are still not open. And frankly, we have had a very dif-
ficult time getting any information out of the HUD multi-family
side, whereas I can honestly say that, to say a nice thing about
somebody, the Office of Public and Indian Housing has been very
receptive to working with our office and providing us information
and taking some of our suggestions about what should happen.

I want to go back just, I know I'm going over my time, but I want
to mention something about the DHAP program briefly. My sec-
retary, Pam B. is on that program. Our paralegal is still in a
FEMA trailer. So we are talking about not just your elderly, your
disabled people who don’t have it together, we are talking about
hardworking folks. Pam’s three bedroom apartment is about $1,398
under DHAP, or is projected to be around that amount.

Under the DHAP program, if you are a phase one person, there
are different phases, phase one people have to do the $50 a month,
then $100 and so on until next March gets here, and that program
is going to cap out at $600, and the idea is that everybody is going
to be self-sufficient at that point. Well, the problem is we have a
rent differential of $798; 30 percent of Pam’s income is $700. Be-
fore the hurricane, she had a $550 apartment. She didn’t need any
help from the government or anybody else. All she needed was her
paycheck. And she asks me every day, “What is going to happen
to me? What is going to happen to us?”

And that is the question I would like to know, is what is going
to happen to these families, thousands of them in our area alone,
between 8,000 to 13,000, the numbers change every day, are going
to be on DHAP, and what is going to become of them? That pro-
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gram is going to have to be extended in our area, at least until
such time as more affordable rental units come online.

Thank you for your time and for allowing me to go over.

[The prepared statement of Ms. Tuggle can be found on page 260
of the appendix.]

Chairwoman WATERS. Thank you very much. I recognize myself
for 5 minutes to ask questions. I really don’t have a lot of ques-
tions.

Unfortunately, I know more about New Orleans and Mississippi
and Hurricane Katrina than I have been able to digest, really, and
I understand some of what we need to do here. I am particularly
focused on the fact that we should never have allowed CDBG funds
to have gone to the State without having stricter rules about what
that money could and could not be used for. I am not happy in Mis-
sissippi with the diversion of funds to the port and some other
issues dealing with the Road Home program.

I am not happy in the City of New Orleans where the city council
voted to go along with HUD to tear down all of the public housing
units. What is absolutely amazing to me is that despite the fact
that there are those who want to get rid of public housing because
they feel that it should be upgraded or it is too much of a con-
centration of poor people, to have it boarded-up for 3 years while
you have homelessness that grows, and to have it boarded-up when
you don’t have places for people to live, rather than having
rehabbed some of that, even if it was only done for a year or two,
is just absolutely mind-boggling to me.

So much of what we need to do here, we have to take the lessons
that have been learned from these natural disasters and make pub-
lic policy that will help to facilitate rehabilitation and restoration.
And some of the other stuff at the local level just requires that cit-
ies and communities have plans and city councils who are respon-
sible for land use get their act together too, so I guess when you
look at this great catastrophe that we were faced with, I guess
there is a lot of blame to go around and certainly, Federal agencies
have been less than stellar.

But let me thank all of you for coming here. Again, on our many
visits to the Gulf Coast we have learned an awful lot, and we will
be able to do some corrections here and hopefully at the local level,
the same thing will happen, so let me just move to Ms. Capito for
questions.

Mrs. CapiTo. Thank you, Madam Chairwoman, and I want to
thank the panel. I have a question, and please correct me if this
is incorrect.

I am from West Virginia and live in Charleston, and some of the
public housing units that are older, have been around for a long
time, the occupancy rate in some of these are probably around 70
percent because 30 percent of the units are basically uninhabitable,
or they can’t service the type of client, maybe somebody with a dis-
ability or a young family, it is not large enough. To me this is trou-
bling. If we are going to have a unit that has 100 units, we need
to be using all 100 units.

And I guess my first question would be, my understanding is
that pre-Katrina, this was the case in New Orleans, that a lot of
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the public housing units were either: (a) uninhabitable; or (b) were
not being used. Is that a correct assumption?

Ms. TUGGLE. He can go first.

Mr. BLAKELY. That is correct. Some of the units in some build-
ings were down to 50 percent and some were 60 and 70 percent.
So there are various reasons for that. Some of them were not habit-
able. That just means you have to make them habitable. In other
cases, there weren’t people who were qualified to go into them.
What I was speaking to, in an emergency, a unit is a unit.

Mrs. CAaPITO. Excuse me, what?

Mr. BLAKELY. A unit is a unit.

Mrs. CapiTo. Right.

Mr. BLAKELY. And that unit might be used by a worker, and so
forth, so you have to use the stock in a different way than it might
have been used previously. So we did have, and I don’t think that
is the national situation, but we did have vacant units.

Chairwoman WATERS. If the gentlelady—

Mrs. CAPITO. Yes.

Chairwoman WATERS. Yes, you did have units that were un-
inhabitable that had not been attended to by the housing authority.

Mr. BLAKELY. Right.

Chairwoman WATERS. They had not invested any capital in the
upkeep and rehab, but they had a long waiting list in New Orleans.

Mrs. CapiTo. Right, plenty of need.

Chairwoman WATERS. Plenty of need.

Mrs. CapiTo. Right, and I don’t dispute that. That is the trou-
bling thing. I mean I think across the Nation we find this. And so
now we are where we are right now and I think, lessons learned,
we want to make sure that we have our units when we rebuild and
new construction or rehabilitation are being used and are being in-
habited and are being—performing the mission which goes forward.

So that is just an issue that to me and I think the American tax-
payer would say to themselves, we need to take better care of what
we have to make sure that this situation doesn’t continue in the
future.

Mr. RAMIREZ. May I?

Mrs. CAPITO. Yes sir.

Mr. RAMIREZ. May I just bring up a more global perspective?
Charleston actually is a satisfactory performer, and its occupancy
runs in the 90s, at least to the best of my knowledge, which comes
from representing over 26,000 to 27,000 housing agencies and pro-
fessionals around the country, them being one them that we do
represent.

Another point of clarification is that the New Orleans housing
authority has been run by HUD for over 12 years, and so it really
should have been a shining example of how to do it right.

And finally, the consistent underinvestment and capital funds
under the covenant that was made with the Federal Government
with housing authorities that has been breached for the better part
of 8 to 9 years now and continues to decline further stretches the
ability to maintain full occupancy in these units at a safe and de-
cent standard.

So I applaud your highlighting that issue and hopefully we can
work with Congress to reverse that trend nationwide.
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Mrs. CaApiTO. Well, we certainly want to work with you on that.
I am really not finger pointing that it is anybody’s fault so much
as that some of it is just a function of the age of the units and the
concept with which they were built.

The other question I would like to ask you, Dr. Blakely, in New
Orleans, what kind of leveraging have you been doing with your
funds from private entities and volunteer organizations, maybe
some faith-based organizations? If you could enlighten me on that.

Mr. BLAKELY. I can’t give you all the numbers. I know that we
will have about, let’s see, 24,000 units available—that’s not the
right number. 2,400 units available, I'm sorry, at the end of the
year. Most of this has been leveraged using low-income tax credits,
utilizing faith-based organizations, gifts and charitable organiza-
tions and the like. So that has been leveraged.

Our big problem has been securing the land, securing the people
who do the development, and finding the right locations. We do
want to make certain that we have the right locations so rehabili-
tation of existing facilities, or the demolition of a facility and put-
ting another facility on-site has been the issue. And we were one
of the few places in the Nation that had more renters than we had
homeowners.

Mrs. CAPITO. Thank you. I yield back my time.

Chairwoman WATERS. Thank you very much. Next, we have the
chairman of the Subcommittee on Emergency Communications,
Preparedness, and Response, Mr. Cuellar.

Chairman CUELLAR. Thank you, Madam Chairwoman. I want to
thank the witnesses for being here this morning.

Particularly, I have to emphasize a friend of mine. Mr. Ramirez
was the former Mayor of my hometown in Laredo. He was also As-
sistant Secretary there at HUD, so we grew up—when I was a life-
guard, he used to give me a hard time when I was a lifeguard there
at Lake Casablanca, but it is good seeing him.

A point of personal privilege also. Today is our subcommittee di-
rector Craig Sharman’s last day, so he will be leaving and going
off to another place to work, and we really appreciate the work that
he has done.

I don’t see Mr. Castillo and Mr. Riddel. I assume they left after
the first panel. I was hoping they would have stayed here to listen
to the four individuals that we have. Do we have anybody here
from HUD or FEMA still around or did everybody leave?

[No response]

Chairman CUELLAR. Everybody left, okay. Why don’t I do this?
Instead of asking the questions, I am going to ask each of you to
pose a question to which you would want me to get the information
on your behalf. This will give you an opportunity to, and you pick
whomever you want to, Mr. Castillo or Mr. Riddel, and then I am
going to pose that question to them.

Chairwoman WATERS. That is fine.

Chairman CUELLAR. Mr. Ramirez, what question would you like
us to follow up on, and I would ask them to get the answers within
10 working days. None of this 7 or 10 months, or whatever they
usually work on, Mr. Chairman. Mr. Ramirez?

Mr. RAMIREZ. Well, it is like asking me which child do I want to
sacrifice. We have several questions that need to get posed.
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Chairman CUELLAR. Give me one and then submit the other
ones.

Mr. RAMIREZ. I think the most important one is to bring clarity
in the memorandum of understanding to help accelerate the recon-
struction and rebuilding of a public asset that has been destroyed
as the result of a disaster, and in particular, public housing, and
their ability to tap into those resources under Section 406 to be
able to accelerate the rehabilitation or the rebuilding of those prop-
erties because they are essential to serving our most vulnerable in
these communities.

Chairman CUELLAR. Okay, we will submit that. If you have any-
thing else, please get ahold of us. Mr. Morse?

Mr. MoRSE. Well, I would ask that you ask each of those two
agencies to submit a single unified yardstick so that we can have
a complete, comprehensive understanding of how many people are
in transitional housing. What is being seen down on the Mississippi
coast is a heavy push to eliminate the very visible icon of the
Katrina trailer and to shove people into a variety of different pro-
grams that are dispersed and which are thereafter impossible to
quantify.

So I would ask that you require them to put together a single
consolidated count of people who are in some form of FEMA assist-
ance or DHAP assistance or something else so that we have a total
number.

My suspicion is that number will stun you, that it is much, much
higher than you imagine and that we have been lulled into a sense
of relative calm about the gradually dropping number of FEMA
trailers, when in reality what is going on is that as these folks are
pushed into the DHAP market, that is going to end too, and our
Gulf Coast region cannot absorb the demand for deeply affordable
housing that those folks will place, and we are going to find an-
other wave, another season of drastic homelessness facing us on
the 4th hurricane season coming up in 2009. So please get them
to come together and provide you with a single unified yardstick.

Chairman CUELLAR. Thank you. Dr. Blakely?

Mr. BLAKELY. I would like you to ask the agencies who is going
to provide the free health care for people who have been in trailers
so they can determine their health status, and if their health sta-
tug (Iilszed warrants continuing care, how is that going to be pro-
vided?

Chairman CUELLAR. Thank you, doctor. Ms. Tuggle?

Ms. TUGGLE. I have a lot of questions I would like to ask, so in-
stead I will ask one with a lot of subparts.

I would like to know from the Office of Multi-Family, that side
of HUD, what is the status of each and every closed HUD-assisted
property, I think there are currently about 30, and they represent
about 4,000 units. A lot of them have submitted Section 8 contracts
that are just kind of sitting around somewhere, waiting to see what
is going to happen with that property.

And I would also like to know what happened to our people who
used to live in those properties because I have looked at the num-
bers of families who are in the disaster voucher program that are
from the HUD-assisted stock and it is only 1,147 families. Well if
we had 5,800 units out of commission, where are those people?
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That is a lot of people. So if you can get them to tell you that, I
would be amazed.

Chairman CUELLAR. Alright. Well first of all, I want to thank all
of you. Those are excellent questions. Again, please work with the
committee staff and I will again ask if they could get that to us
within 10 working days from today. Thank you very much. Thank
you, Madam Chairwoman.

Chairwoman WATERS. Thank you very much. Chairman Frank.

Chairman FRANK. Let me say, first, and I appreciate having
former Deputy Secretary Ramirez’s validation of the argument, 1
don’t believe there is a legal argument for withholding those funds,
but we are in a position where we can stop bad things from hap-
pening. It is harder to force good things happening.

But as near as I can make sense out of the testimony today, the
argument from FEMA is that somehow generalized appropriations
language keeps them from doing this. I will, and I have spoken to
Chairman Thompson, Chairwoman Waters, and others, what I
think we will do is to send a memorandum to Chairman Obey of
the Appropriations Committee asking him to include in the next
appropriations vehicle the simple statement that nothing in exist-
ing law prevents FEMA from dispensing those funds. It won’t be
an appropriation, and it won’t even be a mandate, but it will take
away their excuse. I don’t think they’ll be happy to lose their ex-
cuse but I don’t think they will be able to avoid doing that. So I
think that would be the appropriate action and we plan to take it.

Let me ask, and I apologize now, here in the testimony, and I
have read it, and this HUD/FEMA thing was the ideal, the classic
example. And by the way, the reason for having it done by FEMA
instead of HUD and I sympathize with the HUD representative
when he talked about this, it is hard enough getting appropriations
for public housing in HUD. If you need it to be done outside of the
regular HUD appropriation, that means every time there is a dis-
aster, public housing which is traditionally underfunded in the cap-
ital area, will be even more grievously underfunded, and emer-
gency funding ought to be emergency funding, so we will I think
hope to clarify that in permanent language, that there is no bar to
doing that.

But on the broader question, what should we do to change the
allocation of responsibility between HUD and FEMA? Clearly there
is a problem with the best will in the world because of this com-
plication. There is no reason that I can think of why an emergency
management agency should be in charge of housing nearly 3 years
after the phase. One of my colleagues said and I understood that,
we asked a question about long-term emergency housing. Well, we
are in a situation where we have to deal with long-term emergency
housing, but that is kind of an oxymoron. I mean, if it is long term,
it is not emergency.

I would urge you to join us. And I think you have seen a good
example here of cooperation. I wish we could get HUD and FEMA
to cooperate as well as our two committees have cooperated, the
two subcommittee chairs sitting next to each other, and working
closely together, Chairman Thompson and myself.

What should we do statutorily to sort out the housing responsi-
bility of FEMA and HUD? My first response is, maybe it should be
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FEMA'’s responsibility up to “X” days, and then it becomes HUD’s
responsibility. Clearly the shared responsibility isn’t working, but
I think this will, and I have talked to Chairman Thompson, I
would hope that before the end of this session, maybe we can’t
make it all the way, but we could take steps so that we have a pol-
icy in place so that going forward, we will have FEMA’s responsi-
bility in the emergency phase, HUD’s responsibility going forward,
with appropriate allocation of budgetary responsibility.

So if anybody has any initial response, I would be glad to hear
it, and then you will follow up. Yes, doctor.

Mr. BLAKELY. I think the—in my testimony, I talked about shel-
ter, emergency shelter. That should be FEMA’s responsibility. Tem-
porary housing and permanent housing should be HUD’s responsi-
bility. There are big, good reasons for that. One is that HUD knows
housing, and FEMA knows how to move people and evacuate peo-
ple. Housing people on a temporary basis, or on a permanent basis
is very different. HUD has the toolkit. For example, HUD could
help us use our underutilized sites so that we could put panelized
housing on it. That is not FEMA’s job or responsibility. So I think
it should stop with the temporary shelter. Shelter should be short
term, under 1 year.

Chairman FRANK. That is a good term. I appreciate that; it is a
good distinction. The only thing I would add to that is our responsi-
bility; we do want to make sure that the financing doesn’t go en-
tirely to HUD. That is, to the extent that there are emergency fi-
nancial funds, they shouldn’t compete with regular funds. But that
distinction you make between shelter and housing is a very good
one, and I think we will be able to operate on that. Thank you very
much, Madam Chairwoman.

Chairwoman WATERS. Thank you very much. Mr. Cleaver.

Mr. CLEAVER. Thank you, Madam Chairwoman. Thank you for
coming here today Mr. Ramirez. I had the pleasure of working with
Mr. Ramirez when I was mayor, and it was refreshing to hear your
comments.

Dr. Blakely, you might be able to help me. I don’t know the cur-
rent mayor of New Orleans as well. Mark Morreal and I were may-
ors at the same time and I got to know him. If there is some kind
of confusion between your department and city development, who
is the arbitrator?

Mr. BLAKELY. City development, what do you—

Mr. CLEAVER. Or any department. Any department.

Mr. BLAKELY. Well, I am in charge of all recovery, which includes
permitting everything under me, except the ordinary day-to-day op-
erations of the City. I have the responsibility of all those aspects
of the City, so if there is a conflict in my department—

Mr. CLEAVER. Then who settles it?

Mr. BLAKELY. Me.

Mr. CLEAVER. And that is what I would expect, and that is what
I don’t understand. We have this ongoing conflict between FEMA
and HUD and I asked a question as you may recall, who does the
refereeing, who is the decider, and as a consequence, it is con-
tinuing, and it is very, very frustrating.

Mr. BLAKELY. Well, sir, clearly the mayor, if there is a conflict
between my agency and the CAO, the operating agency, the mayor
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is the referee. We meet every Tuesday and sometimes these are not
charming meetings.

Mr. CLEAVER. Yes, I can imagine. You know, I was a little em-
barrassed as we were, the United States is sending rough messages
to Myanmar because they won’t let us come in to help and I
thought for a while, they are smart.

Madam Chairwoman, thank you very much for calling this hear-
ing, and Mr. Cuellar, thank you.

Chairwoman WATERS. You are very welcome. Thank you. Mr.
Green.

Mr. GREEN. Thank you, Madam Chairwoman, and while we are
thanking people, let me thank the staff for the outstanding work
that they do in assisting us. Much of the information that I re-
counted earlier with reference to numbers, dollars, and statistics
came from staff persons who were readily available and helpful.

I would like to talk for just a moment about the $600 million for
the port authority. We have had witnesses who came before us and
we have talked about this $600 million and the indication that we
have received is that this is necessary and that it will help low-in-
come persons in some way. I think the allegation is that if you put
people to work, you help everybody. But this was supposed to be
for housing as I understand it, so let me ask someone to respond.
I believe one person had addressed this directly. That was Mr.
Morse?

Mr. MoORSE. That is correct.

Mr. GREEN. Okay. Would you kindly address the $600 million,
please?

Mr. MORSE. Well the low- and moderate-income benefit is nebu-
lous at best with this diversion of $600 million. Representative
Green, the forecast is that over 10 years, some few thousand jobs
would be created and that those would be offered first to persons
of low and moderate income.

That is the sum and substance of the rationale for doing it, and
I want to suggest to you that it is patently inadequate and that
this body ought to step in and challenge it, and that the mecha-
nism by which that can be done is that the appropriation from
which this $600 million has been plucked out was the December
2005 appropriation, and the use of those funds was subject to waiv-
ers, and this one was awarded a waiver, and those waivers are re-
quired to be reviewed, reexamined to determine their validity 2
years from the anniversary of the publication of the waiver.

In this instance, that is less than 2 weeks away. And that is to
be examined not only by HUD, if I recall correctly the statute, Rep-
resentative Green, but by you, and I strongly urge this body to do
so. Because it is just fundamentally unsound, and it is fundamen-
tally unjustifiable.

And the most basic part about that waiver is that it said we are
going to grant this waiver provided that in the future, and this
would be June 2006, future uses of Mississippi CDBG money would
place reasonable priority on persons of low and moderate income,
particularly housing needs, and I suggest to you today 34 months
after this hurricane, when we are putting people into hotels, we
haven’t gotten the job done.
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If you look in my testimony, Representative Green, there is an
extensive examination of all of the available statistics, and it
doesn’t matter which set you use, the State of Mississippi has not
met its obligations to provide affordable housing, particularly rent-
al housing. So I welcome your care, thorough, and strong scrutiny
of this issue.

Mr. GREEN. Thank you. One additional follow up. The witness
that we had indicated that he was not sure as to the status of the
port in terms of its economic standing, its ability to do this with
its own funds. You mentioned earlier that the port seems to be
doing quite well and has the funds necessary to make these modi-
fications without the $600 million.

Mr. MoRSE. Well, Representative Green, there is an exhibit to
my testimony, Exhibit Q, and that is a paper prepared by the Mis-
sissippi Center for Justice about the status, the economic status of
the State Port of Gulfport and it has a detailed look at this issue.

This port, since the hurricane, has come back to approximately
60 to 75 percent of its pre-Katrina levels in terms of overall
throughput. It has damage that has to get repaired, but what we
are talking about with the $600 million has relatively little, if any-
thing, to do with restoring the status quo in this hurricane. Be-
cause there is insurance, there is FEMA money, there is other
bonding capability, it is operating in the black, and there is an-
other exhibit which I believe you asked Mr. Norris about at the
preceding hearing in May 2008.

You asked for a copy or an audit showing what is that status of
the economic status of this port, and if you look at Exhibit P to my
testimony today, you will find the budget request for the fiscal year
ending June 30, 2009, that shows it is operating in the black and
that it has $82 million in unencumbered cash.

Now the last thing to say about it is that the use of this money
is to not restore it, it is to do a vast and very controversial expan-
sion. So this is not about restoring my hometown’s State port, the
town I grew up in and my father grew up in. I want to see that
port restored. But you don’t need the $600 million to do it.

Mr. BLAKELY. May I make a comment here? And this is not
about ports. It is about CDBG funds and disasters.

Chairwoman WATERS. Yes, you may.

Mr. BLAKELY. I think we are trying to fit the wrong animal in
the wrong place. Perhaps we should have disaster funds with clear-
er specifications of what they should be used for, and the HUD offi-
cials who are giving these waivers may not be prepared to under-
stand a disaster versus a housing program.

And sometimes, you know, you are subject to—okay, I will go
along with this because this is not your field of expertise. Had this
been money coming from the EDA for the restoration of an econ-
omy, that is a different thing.

But I think we should have a disaster fund that is clearly aimed
at disasters, and a disaster plan should be prepared for our com-
munity, that should indicate what they are going to do for that dis-
aster, much as we did in New Orleans, how much is going to eco-
nomic development, how much is going to housing, and the locals
should be held accountable for implementing it.

Chairwoman WATERS. Thank you. Mr. Green?
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Mr. GREEN. Thank you, Madam Chairwoman, I yield back.

Chairwoman WATERS. Well you are certainly welcome. I would
like to thank all of our witnesses who have participated today. I
want to thank Chairman Frank, Chairman Thompson, Sub-
committee Chair Cuellar, Ranking Members Dent and Capito, and
all of the members and staff for their participation here today.

I believe that the Chair knows that some members may have ad-
ditional questions for this panel which they may wish to submit in
writing, and without objection, the hearing record will remain open
for 30 days for members to submit written questions to these wit-
nesses and to place their responses in the record.

Thank you panel, you are now dismissed, and we certainly appre-
ciate your presence here today. The subcommittees are adjourned.

[Whereupon, at 1:03 p.m., the joint subcommittee hearing was
adjourned.]
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To the Chairs and Ranking Members of the Financial Services Subcommittee on Housing and
Community Opportunity and the Homeland Security Subcommittee on Emergency
Communications, Preparedness and Response, and to distinguished members of the committees
and panel:

Tam Dr. Bdward J. Blakely, Executive Director of the Office of Recovery and Development
Administration for the City of New Orleans. New Orleans is one of America’s most beloved and
culturally distinctive cities, but as you are all aware, it is facing the challenge of rebuilding after
the worst natural and man-made disaster to occur in the United States of America.

Please know that I speak for our entire community when I say that we are grateful for all that you
in Congress and that the people of the United States have done to help us recover from Hurricane
Katrina and the subsequent flooding. We truly appreciate your continued concern about our
progress in caring for our citizens while we work diligently toward resolving our longer term
recovery challenges.

Thank you for providing me with the opportunity to share New Orleans’ unique perspective on
disaster shelter and housing needs. We have knowledge that should inform future law and policy
for catastrophic disasters, and could be valuable to us now as we rebuild.

We also applaud Congress’ decision to establish a National Disaster Housing Strategy. If that
strategy is based on the lessons learned from communities that experienced catastrophic
disasters, it will position the federal government to provide the financial and legal tools needed
to help rebuilding communities such as New Orleans.
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As many have testified over the past three years, the laws, rules and regulations governing HUD,
FEMA, the U.S. Department of Treasury and other federal offices did not effectively address problems
caused by the catastrophic devastation of Hurricane Katrina.

Regarding all aspects of shelter and housing -- initial survival sheltering, interim housing for citizens
and the disaster workforce, and longer-term re-establishment of permanent affordable housing
opportunities -~ current rules and funding streams must be re-evaluated to ensure that they match the
reality of post-disaster housing markets and affordable housing needs in devastated communities, large
and small.

Survival Housing — Shelter

The housing crisis in New Orleans began as Hurricane Katrina strengthened in the Gulf of
Mexico and aimed directly for the city. Though the City of New Orleans was able to successfully
evacuate about 90 percent of its citizens as part of a regional evacuation of 1.2 million people,
planning for the evacuation and shelter was carried out by the regional authorities within a state
framework that left many without clear and predictable options of where to go. Disasters in
major metropolitan areas, particularly catastrophic disasters, do not stop at state lines and require
a broader level of planning.

Cities and states can easily be overwhelmed by the need to house large numbers of evacuated
citizens during catastrophic events. Currently the State of Louisiana’s plans call for the
evacuation of citizens from the area in jeopardy to numerous undefined temporary shelters in
non-affected arcas of the state. Louisiana relies on these non-affected areas to offer the use of
churches, civic centers, schools/gymnasiums, and other buildings as shelters; most are not
designated for the public ahead of time. Since hurricanes can be very unpredictable and all the
southem parishes are vulnerable to them, the “non-affected area” for hurricane evacuation
excludes all areas in the southern portion of the state. This means that during an evacuation of
the southeast region approximately 1/3 of the state’s population will be required to evacuate to
much lesser populated areas within the state. This places a tremendous burden on the facilities,
infrastructure, and population of north Louisiana. Other Gulf Coast states likely have similar
restrictions in their sheltering plans.

Most of the currently identified shelters are intended to have a small number of people for only a
minimal amount of time. However, Hurricane Katrina demonstrated the need for a broader plan
that would include capacity for large numbers of evacuees. It also made clear the need to be able
to house people for longer periods.

The federal government should develop a National Sheltering Plan that would cover all hazards,
have the capacity to be implemented rapidly and provide the needed facilities for thousands of
individuals. FEMA could work within its existing regional structure and in conjunction with
other federal agencies, such as the Department of Defense, to accomplish this objective. Its
charge would be to develop pre-established, coordinated, and secure plans for facilities to
provide reassurance and prevent panic in the event of a catastrophic natural or terrorist related
disaster. These plans would involve:
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o Designing regional facilities to immediately serve thousands of evacuees, with the
ability to absorb a larger population as needed;

o Examining the use of federally owned property such as BRAC bases, under-
utilized state and federal hospitals or hotels and motels in recreation areas that
could be converted for year round accommodation as suitable sites;

o Maintaining and provisioning facilities at a minimal “caretaker” level with
minimal permanent staff;

o Securing space for tents, trailers etc. that could be used in place of or in addition
to structures at these sites;

o Having USNORTHCOM provide security, administration, and logistical support
for these facilities during time of operation through use of a dedicated workforce.

o Educating citizens prior to an event about what to do and where to go for disasters
that can occur without warning, such as terrorism events, industrial accidents or
earthquakes.

o Developing a resettlement plan for bringing citizens back to their community

By having better prepared and better equipped regional sheltering, people who evacuate their
homes will be more comfortably settled for the short term while longer term temporary and

transitional housing is put in place.

Scope of the Damage to Housing in New Orleans

When the federal levees failed, 80 percent of New Orleans flooded damaging 134,564 units of
occupied housing, of which over 105,000 were severely damaged according to estimates by
FEMA. In total, approximately 70 percent of the city’s owner and renter occupied housing units
received some damage.

As aresult of this destruction, Fair Market Rent has increased 46% when compared to before the
storm and the available stock of affordable housing is greatly depleted. As of April 29, 2008,
1,358 houscholds were still in trailers outside of Orleans Parish. Over 800 of these houscholds
were renters before the storm and all are likely in need of available, safe, affordable housing
within New Orleans.

Within the city, 5,837 households continued to occupy trailers in April. It is likely that the total
population of 7,195 households still living in FEMA trailers, either in New Otrleans or elsewhere,
is unable to afford the increase in rental prices.

An indicator of the reduced stock of affordable housing is the rise in homelessness. Since

Katrina, the homeless population in the New Orleans metro area has doubled from approximately
6,000 before the storm to a current estimate of 12,000.

Temporary Housing

Travel Trailers
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The historic answer to temporary or transitional housing has been to provide travel trailers and
housing vouchers. These responses to the huge housing need following the disaster in New
Orleans have proven to be insufficient. In addition, what should be only temporary solutions
have become long term due to the magnitude of the devastation from the catastrophic disaster.
FEMA and HUD, as the responsible agencies, have been unable to adapt protocol to provide
safe, decent and affordable housing in the wake of this disaster.

The travel trailers have proven to be dangerous for several reasons. They represent one of the
least protective housing options in a hurricane prone region, requiring evacuation even in
response to relatively low level storm warnings. They are cramped and difficult to live in, which
adds to the mental and physical deprivations of our citizens. They have also been shown to have
elevated levels of formaldehyde, which constitutes a cancer risk at any level of exposure, and
have caused reports of ongoing illness in many residents.

Formaldehyde

I would like to highlight the issue of formaldehyde related to problematic disaster housing
policies implemented after Katrina. The findings of the Center for Disease Control (CDC)
regarding formaldehyde levels in FEMA-issued trailers is of great concern to Mayor Nagin and
our entire community. According to the CDC, occupants of these trailers have been exposed to
major heath risks. Each of these former and current trailer residents — adults and children --
deserves appropriate medical care for any current or future effect of this exposure.

As Mayor Nagin wrote in his letter to President Bush, FEMA and the Department of Health and
Human Services (DHHS) must do better than their current commitment to move people out of
trailers 2 % years after the event, and provide only public health information to affected trailer
residents. Each current and former trailer resident must receive immediate free medical check-
ups, and free treatment for any medical condition generated or exacerbated as a result of
exposure to formaldehyde. They must also receive guaranteed access to comprehensive, state-
of-the-art medical care for any future formaldehyde-related medical conditions.

It is also important that there be support to adequately and objectively evaluate the effects of
formaldehyde and embark upon a widespread public educational effort. If funded to do so, the
New Orleans Health Department, which has begun talks with the CDC, would work with them to
conduct a full survey of affected residents. We ask that you support our efforts to engage FEMA
and DHHS to ensure that the best medical care is given to those whose health was put at risk in
travel trailers issued by the federal government.

Vouchers

An altemative to travel trailers that FEMA embraced is the use of vouchers to provide temporary
housing. When compared to trailers, vouchers are a much better alternative since they (1) use
existing resources, (2) have secondary benefits for the local economies by filling their vacant
apartments, and (3) are generally more suitable places to live for the families than trailers.
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However, the extent to which a community can rely on vouchers as a means to provide
temporary housing depends on the severity of the disaster and its impact on the local real estate
market. If available voucher compliant units are relatively close to the disaster area, then
vouchers should be emphasized as major means of providing temporary housing. However, if
the local affordable housing market is limited, or available nearby housing has been destroyed en
masse, then over reliance on vouchers can be problematic. This reliance may prohibit the swift
reunification of citizens and households and stall the recovery of established neighborhoods.

Housing vouchers played an important role in quickly establishing temporary living
arrangements for New Orleans citizens. However, the extent of the devastation to the City’s
housing stock meant that vouchers were predominantly used in communities outside the City,
thus prolonging the return of local workers and their families.

Particularly in catastrophic disasters, communities should be given flexibility to choose from a
“tool kit” of federal programs to provide emergency housing. The options should include
facilitating the repair of existing rental housing, rental payments to utilize the local existing
rental supply, panelized and modular construction of temporary or permanent housing, improved
trailers or other innovative ideas.

In addition, FEMA should establish expiration dates for rental assistance based on the amount of
time a family’s rental need lasts rather than on a rigid program of deadlines. This should be
determined in part on housing market instabilities after a disaster. In the case of New Orleans, we
urge reconsideration of the March 1, 2009 deadline. The rebuilding of the cityand stabilization
of the housing market will take several years. As the rental subsidies decrease and end, some
people will be in apartments they will not be able to afford.

Rehabilitation of Rental Housing

In future disasters, FEMA should be prepared to quickly repair existing rental housing as one of
the tools for emergency and transitional housing solutions. Early after the disaster, the city
requested that FEMA pay for the repair and rehabilitation of existing rental housing as a crucial
step to bring back citizens and accommodate the influx of workers. The swift repair of existing
rental housing would have been a cost effective solution. With over 23,000 New Orleans
families having lived in travel trailers at some point since the disaster, billions of dollars have
been spent on unhealthy, unsafe and temporary housing solution. These dollars could have been
used more effectively to repair existing housing stock that could have had a major impact on the
recovery of New Orleans.

Panelized and Modular Construction

FEMA should also be prepared to bring in panelized and modular construction units to provide
safe, temporary and transitional housing. Mayor C. Ray Nagin has proposed that already
appropriated Disaster Relief Fund (DRF) monies can and should be used under the provision laid
out in the Robert T. Stafford Act (Stafford Act) to meet this need. FEMA should require
communities to identify ahead of time locations where these units could be located, and to have a
means in place for accessing the locations quickly after a disaster. Panelized and modular
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structures could be placed on these pre-identified sites quickly. With a variety of new products
available, some housing may be deconstructed and reused when the need for them ended and
other could be transitioned to permanent housing.

For several months the City has also proposed a solution for FEMA to transition trailer residents into
safer, better, panelized constructed units. These units would be built on lots acquired by the New
Orleans Redevelopment Authority (NORA) and could be temporary or permanent. These units are more
cost effective than hotels and trailers and could contribute to the increased affordable housing stock.
This would allow residents to remain in the city and participate in the recovery.

Permanent Community Housing

The re-establishment of permanent housing is among the most important post-disaster recovery
priorities for the City of New Orleans and one of the most difficult given a myriad of barriers. Tt
is important to note that most of these barriers, however, are pot unique to New Orleans and
represent some of the most critical issues the federal government must address if it is to develop
an effective National Disaster Housing Strategy.

Given the magnitude of the damage and number of properties destroyed or severcly damaged,
too little money was allocated to provide full replacement costs after insured losses.

Compounding the lack of adequate funding is the decision made within Louisiana’s compensation
program to limit homeowner compensation to pre-storm value. This is problematic because pre-storm
value does not provide adequate resources to homeowners to rebuild or replace their properties in the
face of low insurance payouts, spiraling construction costs, limited contractors, astronomical insurance
rate increases, and higher mortgage and construction lenders interest rates.

At the state level, Louisiana’s “Road Home Program” has provided grants to tens of thousands of
homeowners; however, because of the pre-storm value cap, which does not reflect post-storm
market exigencies, awarded grants are not readily translating into wide-spread property repairs
and reconstruction.

The State’s two primary rental housing programs are the GoZone/CDBG Piggyback Program
and the Small Rental Property Program. Together these programs are projected to provide
approximately 34,000 permanent housing units across the Louisiana Gulf Coast region. Because
full funding for these efforts was not appropriated by Congress until June 2006 and the federal
regulations needed to administer the programs were not promulgated until November 2006, these
programs got a late start. Both of these initiatives are now well underway and thousands of units
are currently under construction. We are only now beginning to see completed units coming on
line. Though there are currently fewer than 100 completed units through these programs in
Orleans Parish, this total is projected to be more than 3000 by the end of 2008.

The State, charged with implementing the Affordable Housing Pilot Program, has two components
within Orleans Parish. Several hundred units will be constructed at Jackson Barracks, a National Guard
facility and on sites scattered around the city identified by NORA.
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Locally, the City of New Orleans has designated 18 areas as “Housing Opportunity Zones” within which
the city will focus housing activities and investment as means of catalyzing broader redevelopment in
surrounding areas. Some of these tools for investment include: soft second mortgage loans for
households up to 140% AMI, use of loan loss reserves designed to increase lender confidence, and funds
for non-profit organizations to provide rehabilitation services to elderly and disabled homeowners.
Within each of these areas are federally insured or assisted properties, for which the city will need
greater cooperation and information exchange with HUD and FHA to address the negative impact of
having these properties sit unrepaired.

Also, over the next three years, NORA, the city’s redevelopment agency, will receive upwards of 10,000
storm damaged properties which were sold by homeowners to the state. Most of these properties are
concentrated in the city’s most damaged areas irrespective of pre-existing income demographics.
Facilitating redevelopment will likely require federal waivers and overall governmental support to
lender institutions to encourage investment in these damaged properties.

Re-establishing permanent housing after a catastrophic disaster cannot depend on the provision of
government grants alone. Given the importance of the lender community to establishing sustainable
affordable homeownership, it is essential that the federal government also partner with lending
institutions to reduce lender risk in post-disaster environments marred by diminished housing values,
infrastructure disrepair, and compromised school and health care facilitics.

Finally, federal, state, and local partners must engage in vigorous exchange of information relative to
displaced persons and property damage if local government is to more effectively synchronize long term
housing provision with available housing stocks.

To re-establish permanent housing in post-disaster New Orleans and any community affected by
a catastrophic disaster, allocated funding should be commensurate with the level of devastation
to the local housing stock, and with the post-disaster market realities impacting construction,
insurance, and lending costs. In addition, federal funding should be allocated directly to affected
localities, particularly if they are “entitlement” communitics, to avoid unnecessary layers of
bureaucracy. When at all possible, sources other than CDBG, such as the Disaster Relief Fund
(DRF), should be used toward disaster housing initiatives.

We thank Chairman Frank for the assistance that would come to New Orleans through his legislation
which would allocate profits from the GSE’s to build affordable housing. His intentions that the first
year’s profits be targeted to the Gulf Coast in order to support its recovery are greatly appreciated.

Lastly, cities similar to New Orleans need a team of federal program staff to work with them day-to-day
in resolving all the issues that persistently arise. Such support staff would serve as brokers, advocates,
ombudsmen, and program experts to help the City harness best practices from other communities, utilize
streamlined processing requirements and waiver processing.

Conclusion

Ladies and gentlemen, thank you for allowing me to speak with you on the status of our recovery
and the challenges we and the nation face to become more responsive to shelter and housing
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needs during and after disasters. I believe the proposals outlined in this document will accelerate
our recovery and assist others to rebound faster and more effectively, even after a disaster of
catastrophic proportions. We thank you, the Financial Services Subcommittee on Housing and
Community Opportunity and the Homeland Security Subcommittee on Emergency
Communications, Preparedness and Response and Congress, for your continued support as we
rebuild our city and region. Though we still face historic challenges, we are hopeful that with
your assistance, we can solve the remaining problems and build a better and stronger community
for everyone.
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Good morning Chairwoman Waters, Chairman Cuellar and Members of the Subcommitiess. Iam
Carlos J. Castillo, the Assistant Administrator of the Disaster Assistance Directorate in the
Department of Homeland Security’s Federal Emergency Management Agency (FEMA). Thank you'
for the opportunity to be here today to represent the Department and FEMA, to discuss our role and
responsibility in responding to the affordable housing needs of Gulf Coast States following
emergencies and natural disasters.

Much has been said about the methods and ways in which FEMA has housed disaster victims
following the 2005 Hurricane Season. While we readily acknowledge that we could have done some
things better, we must not lose sight of the fact that nearly three years after the most damaging
storms in American History, close to two-thirds of those whose homes were impacted by the disaster
have either returned to their pre-disaster housing or have moved on to other housing options, In
response to the 2005 Hurricane Season, FEMA provided more housing assistance - direct and
financial — than it had cumulatively over the previous 5 years. And while we continue to face
challenges, we have learned and applied many lessons, and we have renewed focus on our mission to
assist communities and disaster victims.

New programs, policies, initiatives, partnerships and collaborations define the changes and
improvements that have taken place within FEMA since Katrina and Rita. Many of the lessons we
leamned have been institutionalized, and are now being implemented nationwide. FEMA continues
to marshal the efforts and expertise of the community of Federal, State and local emergency
managers and voluntary organizations to aggressively and compassionately address the needs of
individuals, families and communities devastated by disasters.

Today, I will highlight FEMA’s Gulf Coast Housing Strategy Action Plan and the Joint
Federal/State Housing Relocation Task Force. Second, I will highlight the Disaster Housing
Assistance Program and how the federal government is helping individuals and families displaced by
Hurricanes Katrina and Rita transition to secure long-term housing. Third, I will address the
Department of Housing and Urban Development Memorandum of Understanding outlining eligible
emergency repair assistance. Finally, I will provide an update on the National Disaster Housing
Strategy and additional measures FEMA is taking to prepare for the 2008 hurricane season and
future housing missions.

Gulf Coast Housing Strategy Action Plan

Led by FEMA’s Gulf Coast Recovery Office (GCRO), FEMA continues to work with remaining
temporary housing occupants to ensure they have access to a broad range of housing options. The
FEMA GCRO developed a formal housing strategy in early 2007 to close travel trailer group sites
and ensure a comprehensive approach to transitioning occupants to more suitable long term housing
options.

Each FEMA Transitional Recovery Office (TRO) deveAI(‘)ped a Housing Action Plan to detail specific
goals, metrics and tools for accomplishing this mission.
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Since early 2006, FEMA has offered immediate alternative housing to anyone who has requested to
move out of their unit for any reason, including concerns about formaldehyde. FEMA has never
believed that travel trailers arc an acceptable long-term housing solution, and it is our desire to
ensure that all residents move into permanent housing as soon as possible.

FEMA is aggressively identifying alternate temporary and long-term housing and matching up
housing occupants with available units as quickly as the occupants can accept the offer and move.
Those occupants who have voiced a health concern in response to continued engagement from
FEMA have all been offered multiple options to relocate out of their travel trailer.

FEMA has assigned case workers to contact every applicant currently residing in a travel {railer,
park model or mobile home in the Gulf Coast to make them aware of available housing resources,
and we continue to provide case management services to applicants while they make final decisions
about their housing alternatives. No.occupant of a FEMA provided travel trailer has to wait for the
results of air quality testing to take advantage of these alternative housing options - they are
available now. It is important to note that nearly 84% of the remaining travel trailers and park
models in use in the Gulf Coast are on private home sites. These households are, for the most part,
making repairs so they can return to their pre-disaster dwelling,

FEMA previousty announced a plan to close all group sites and relocate residents by June 1, 2008
and has continued this activity as part of our ongoing efforts. FEMA has already moved over
120,500 households out of temporary housing units as residents move into long-term housing
solutions. While a majority of group site residents have successfully transitioned into more
functional and long-term housing, some of the remaining residents are experiencing challenges,
FEMA officials understand this and have worked diligently to remove many of the barriers residents
have faced in relocating. As of May 30, 2008, there are 22,437 households still occupying
temporary housing units in the Guif Coast, 728 households still in group sites.

FEMA is also actively working to increase the rental resources available to the applicants by
utilizing the following resources:
+ HUD’s National Housing Locator System;
Intemet sites;
Newspaper classified ads;
Realtor associations;
Real estate magazines;
Local governments and agencies, such as City Halls and Chambers of Commerce;
Word of mouth; and
Landlord housing fairs.

* & & & & 2 »

Affordable housing, particularly rental units, is very limited in many areas along the Gulf Coast,
However, FEMA has taken steps to increase the amount of available rental units and reduce the
other barriers that may slow the process for an applicant. FEMA redefined the current CLC contract
on August 24, 2007, to encourage greater landlord participation and expand the universe of rental
properties and reduce common barriers for the remaining disaster population. These incentives and
additional actions include:
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Payment of rental assistance above the current Fair Market Rate;

Payment to landlords for utilities if included in the rent payment;

Payment to landlords for repairs to property damage made by disaster applicants;

Payment of security deposits, and processing fees for background checks required by some
landlords; and, ’

« Assistance with locating furniture and other necessities to meet basic living needs.

. s

In addition, in October 2007, FEMA reinstituted and expanded a reimbursement program that
provides relocation assistance to disaster victims displaced by Hurricanes Katrina and Rita. This
program reimburses relocation expenses up to $4,000 for applicants returning to their pre-disaster
States. For those families that are already living in their pre-disaster State in FEMA-provided
temporary housing, FEMA will pay moving expenses to a FEMA-funded rental resonrce anywhere
in the continental United States, if the new location is greater than 50 miles from the applicant’s
current location in the State. Relocation assistance is limited to travel costs, furniture transportation
expenses, and moving services, and is subject to the overall maximum amount of assistance that
applicants can receive under the IHP.

On February 14, 2008, the Centers for Disease Control and Prevention (CDC) released preliminary
test results where FEMA and CDC outlined the steps to be taken to provide for the safety and well
being of the residents of temporary housing units. CDC’s preliminary evaluation of a scientifically
established random sample of 519 travel trailers and mobile homes tested between December 21,
2007 and January 23, 2008 found that, in many of the travel trailers and mobile homes tested,
formaldehyde levels were higher than typical levels (based on recent sampling) of U.S. indoor
exposure in single-family homes and apartments. The average level of formaldehyde was about 77
parts per billion {ppb), or .077 parts per million (ppm). In general, formaldehyde levels in travel
trailers were higher then levels found in manufactured homes. -

FEMA coordinated with CDC to provide occupants with additional public health information.
Specifically, CDC and FEMA teams visited each of the CDC tested units to provide occupants with
the specific results for their home and advise them on a course of action.

In addition, FEMA provided caseworker assistance to all temporary housing occupants to ensure
best access to information and programs that can lead to permanent housing and self sufficiency.

Following the announcement of preliminary findings, FEMA took additional steps to address health
concerns of occupants of temporary disaster housing by awarding a contract to complete follow-on -
testing of occupied trailers that will be done on request from occupants nationwide. As of May 30,
2008, 2,807 applicants have requested their unit be tested, 1,690 test have been completed and 1,748
tests have been schedule for testing.

As part of the effort to provide occupants with alternate housing, FEMA is implementing new and
expanded policies and executing contracts to:
¢ Enter into direct contracts with hotels in order to obtain additional hotel/motel capacity if
needed.
s Utilize contract resources to support Jocal relocation.
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» Provide food vouchers or stipends for households relocated to hotels without cooking
facilities.

o Enter into direct lease agreements with landlords.

s Contract for temporary storage and/or shipping of household property.

s Contract for the boarding and care of household pets for families relocated to hotels ot
apartments that do not allow pets.

e Provide furniture for rental units by workmg with Voluntary Agencies where possible, or
purchasing the furniture when necessary.

* Contract for moving teams and equipment to assist in the movement of households with
special medical needs.

e Provide additional staff to our offices on the ground to facilitate and manage the expedited
relocation of households.

Joint Federal/State Housing Relocation Task Force

This year, Administrator Paulison wrote to the Governors of Louisiana and Mississippi to establish a
Joint Federal/State Housing Relocation Task Force. Both states, as well as our key federal partners,
identified representatives for the task force. The task force is intended to share resources, identify
solutions to barriers, and develop joint policies and messaging for those still in need of housing. The
task force members will also be charged with identifying opportunities for collaboration with local
governments. Leadership from FEMA's Transitional Recavery Offices (TRO) in each state will also
ensure that the local officials have visibility on the Task Force efforts and an opportunity to identify
issues or concerns needing Task Force attention. The local governments are invited to share any
concerns or input that they may have with their State and FEMA partners, for consideration and
coordination by the Task Force. Additional local participation will be identified as needed by the
State representation.

FEMA hosted the first Louisiana Joint Federal/State Housing Relocation Task Force meeting in New
Orleans on March 19, 2008. Representatives from FEMA, Louisiana Recovery Authority, Louisiana
Department of Social Services, and HUD were in attendance for this meeting. Since that meeting,
task force members have been meeting in smaller sessions to continue to work the action items
identified during the meeting. The second meeting of the Joint Federal/State (Louisiana) Task Force
was April 2, 2008. The third meeting in LA was on April 28, 2008 and the Louisiana Recovery
Authority provided a draft copy of the Comprehensive Housing Strategy.

FEMA’s Gulf Coast Recovery Office and our MS TRO recently held a coordination briefing with
Mississippi officials in preparation for the full Task Force meeting on April 3, 2008 in Biloxi,
Mississippi.

Because of the lack of housing resources in the Gulf Coast, FEMA has been working with our other
Federal partners, State and local governments, housing experts and associations, and Congress to
identify alternative options and methods of housing disaster victims.
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Transitioning to Permanent Housing - Disaster Housing Assistance Program (DHAP)

One of our biggest challenges has been, and continues to be, helping families displaced by
Hurricanes Katrina and Rita transition to secure long-term housing. While, over the years, FEMA
has continued to be able to provide short-term temporary housing, we recognize that the expertise for
longer-term housing resides in our Federal partners at the U.S. Department of Housing and Urban
Development (HUD). HUD is responsible for administering the Housing Choice Voucher Program
(HCVP), the nation’s largest tenant-based subsidy program. HUD with its recognized expertise in
providing long-term housing programs has been a particularly important partner in working with
FEMA to create the new pilot Disaster Housing Assistance Program (DHAP).

On July 26, 2007, FEMA and HUD executed an Interagency Agreement (IAA) establishing the
DHAP, a temporary housing rental assistance and case management program for eligible individuals
and houscholds displaced by Hurricanes Katrina and Rita. The program is currently being )
administered through HUD’s existing infrastructure of Public Housing Agencies (PHAs). Local
PHAs were awarded grants to provide rent subsidies to eligible individuals and households for a
period not to exceed 15 months beginning December 1, 2007 and ending March 1, 2009. The
designated PHAs will also provide case management services, which will include a needs
assessment and individual development plan (IDP) for each family, The objective of the case
management services is to promote self-sufficiency for the participating individuals and households.
Ultimately, over 40,000 cligible residents displaced by the 2005 Gulf Coast hurricanes will have
been provided assistance through this partnership with HUD.

Sinee this partnership began, HUD and FEMA have been working together to transfer information
about tenants and their housing situation to ensure that the transition from one agency to another is,
as smooth as possible. In addition, HUD and PHAs have been aggressively reaching out to families
eligible for assistance, sending lstters, knocking on doors and calling households to verify
information and ensure that no individual falls through the cracks. HUD has also deployed staff
members to those cities where the largest numbers of displaced families are currently living.

The transition is conducted in phases as applicants are moved info rental assistance.

o Phase 1: FEMA transferred applicants who were receiving FEMA rental assistance

prior to DHAP.
* 30,213 applicants transferred to HUD Disaster Housing Assistance Program
(DHAP) in August 2007.

* Participants have been charged $50 rent in March 2008 and will continue to
be charged incremental $30 payments until the period of assistance ends in
March 2009.

o Phase 2: FEMA transferred applicants who had been living in FEMA-provided
temporary housing units and were transitioned to FEMA rental assistance through
direct payments provided to the landlords by Corporate Lodging Consultants (CLC).

= 8,750 applicants transferred to HUD HDAP in March 2008.
* This group of applicants will transition into DHAP but will not have to pay
the $50 rent fee.
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o Phase 3: HUD and FEMA have partnered to assist applicants in transitioning directly
into DHAP to reduce confusion and frustration for applicants.
= Training for Gulf Coast FEMA field staff began April 15 in Lomslana and
will continue in Mississippi. Approximately 600 field staff will be trained.
=  FEMA field staff will assist applicants in locating alternate housing/landlords
that will participate in DHAP and work with the occupant and landlord to
transition directly into DHAP, instead of CLC.

In Louisiana, staff from the FEMA and HUD hosted housing information sessions last week for area
residents currently living in FEMA-provided travel trailers and mobile homes. The sessions
provided residents with information about transitioning directly into DHAP, Residents can now
move directly from travel trailers or mobile homes into the DHAP program with no break in
assistance between the two programs.

This is the first time the Federal government has ever carried out such a program. As you may
imagine, there are many challenges associated with such a transition. Understanding and clarifying
the authorities of cach agency, ensuring the right mix of skills and expertise to manage the caseload,
and exchanging large amounts of complex data have been among the challenges that FEMA and
HUD face and continue to resolve, and both agencies are commltted to continue to work together to
make this new program work.

HUD and FEMA Memorandum of Understanding - Repair of Public Housing Following
Emergencies and Natural Disasters

I .am also aware that Chairman Frank has expressed concern over FEMA’s ability to fund emergency
repairs to Public Housing Authorities damaged as a result of Hurricane Katrina,

FEMA has a memorandum of understanding with HUD outlining eligible emergency repair
assistance. Section 403 of the Stafford Act authorizes FEMA to meet immediate threats to life and
property resulting from a major disaster, Under the MOU, HUD and FEMA have agreed that FEMA
will, in its discretion, provide for essential assistance anthorized under Section 403 of the Stafford
Act to eligible public housing authorities, For example, FEMA has provided $7.4 million to the
Housing Authority of New Orleans for emergency protective measures.

Under Section 406 of the Stafford Act, FEMA is authorized to contribute to State and local
governments for the repair, restoration, and replacement of damaged public facilities. Under this
authority, public housing authorities would qualify fo receive FEMA Section 406 assistance if such
assistance did not fall under another agency’s purview.

When another Federal agency is authorized by Congress to perform a specific response or recovery
activity, FEMA defers to the agency specifically authorized to provide such services to avoid
angmenting another agency’s appropriation. For example, in August 2007, the Interstate-35
Mississippi River bridge in Minneapolis, Minnesota, collapsed. The President issued an emergency
declaration, and FEMA provided assistance under the Stafford Act to supplement state and local
response efforts in the area impacted by the bridge collapse in Minneapolis. In addition, the
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Department of Transportation received $195 million in emergency funding as part of the 2007
Consolidated Appropriations Act (PL 110-161) for I-35 bridge reconstruction under DOT’s own
authority to provide Emergency Relief.

In this case, Section 9(k) of the National Housing Act, as amended, authorizes HUD to award grants
to public housing in response to natural disasters,

Recognizing the situation in the Gulf Coast, FEMA and HUD are working together to identify
alternatives to address the need for repair assistance for public housing facilities.

A Compreliensive, Collaborative Approach to Disaster Housing

Update on National Disaster Housing Strategy

In 2006, Congress through the Post-Katrina Emergency Management Reform Act directed FEMA to
develop a National Disaster Housing Strategy (Strategy). This task has proved to be a challenging
one, and one that has taken more time than anticipated. However, FEMA recently completed the
draft of the Strategy, and has now begun the necessary and beneficial process of review. The
Strategy has been delivered to the FEMA National Advisory Committee, and has been submitted for
internal review within the Administration.

2008 Disaster Housing Plan

FEMA will work with States, local communities and individual disaster victims to meet housing
needs during the 2008 hurricane season. FEMA’s approach is to provide flexible, scalable interim
housing assistance that can be adjusted to the range of requirements generated by a disaster. The
2008 Disaster Housing Plan can expand to employ the full range of interim housing options and
capabilities. FEMA may, in close coordination and collaboration with the State, provide interim
housing to eligible disaster victims when they are either unable to quickly retum to their pre-disaster
dwellings, or are unable to quickly secure permanent housing,

FEMA’s approach to interim housing is based on the following sequence of interim housing
assistance:

» First: Maximize Available Housing Resoutces. This includes providing repair and’
replacement assistance, providing rental assistance, using transitional shelters (e.g.
hotels/motels), and cataloging vacant rental properties.

® Second: Use Traditional Forms of Interim Housing. If no fixed apartments or other rentable
properties are available at the Fair Market Rate within a reasonable commuting distance,
temporary housing units may be needed. When requested by a State, FEMA will provide a
range of options for temporary housing units, which may include mobile homes, park
. models, or other altemnative forms of acceptable temporary housing. Under NO
circumstances will FEMA provide temporary housing units (mobile homes, park models, or



70

other alternative forms of acceptable temporary housing) that have rot been tested for
formaldehyde.

» Third: Employ Innovative Forms of Interim Housing. FEMA will actively search for
opportunities to field test alternative forms of direct housing which have been recommended
by FEMA’s Joint Housing Solutions Group.-

s Fourth: Authorize Permanent Construction.” If needed, FEMA will coordinate with HUD to
" search for cost-effective opportunities to conduct one of more multifamily apartment
rehabilitation projects under the authority of the IA Pilot Program. In addition, FEMA will
coordinate with HUD and tlie affected States to authorize Permanent Housing Construction
in those rare and unusual cases where preceding forms of interim housing are unavailable,
infeasible, or not cost-effective.

Alternate Housing Options

FEMA only provides temporary disaster housing units when all other housing resources, including
rental units, are unavailable, This assistance is only used as a last resort to provide safe, secure, and
sanifary housing for eligible disaster victims. This form of temporary housing has proven
enormously successful in many smaller-scale disasters, where the duration of occupation typically
does not extend beyond 18 months, However, while many forms of traditional manufactured
housing may prove invaluable to disaster victims anticipating a short cccupation period, they were
never designed for long-term cccupation. '

Alternative Housing Pilot Program (AHPP)

Recognizing that mobile homes and trailers are not ideal housing sofutions, Congress provided
$400 million in the 2006 Emergency Appropriations Act for FEMA to conduct an Alternative
Housing Pilot Program (AHPP) to identify and evaluate alternatives to travel trailers and mobile
homes. After a competitive process, pilot projects in Alabama, Mississippi, Louisiana and Texas
were selected for grant awards. Projects submitted by the States included state-of-the-art
engineering standards, designed to maximize energy efficiency with environmentally sound
materials. Once tested and proven, these alternatives could potentially be used in response to future
disasters. The AHPP sites will also include recreational areas for children and adults, community
spaces, and support services for disaster-affected households. ’

Upon completion, these alternative housing projects are expected to provide between 4,100 and
4,900 units for occupation in Gulf Coast States. Actual occupation of units began in June 2007 (in
one of the Mississippi projects) and is all units are projected to be occupied by December 2008, with
the exception of Louisiana which expects to have its units occupied by March 2009,

The AHPP will be evaluated by the US. Department of Housing and Urban Development’s (HUD)
Office of Policy Development and Research. The evaluation will be used in two ways:

(1) To learn what type of temporary housing solution is the best approach for a full range of
housing needs - from a stay of only a few months to a semi-permanent, long-term housing
solution.; and
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(2) To assess how well States administer temporary housing programs.

We look forward to learning from these pilot projects, and are hopeful they will provide valuable
and viable housing options for use in future disasters.

Joint Housing Solutions Grouli

In September, 2006, FEMA established the Joint Housing Solutions Group (JHSG). The JHSG’s
purpose is to develop a systematic process to evaluate and rate various disaster housing options,
identify viable alternatives to travel trailers and manufactured homes, and recommend improvements
for conducting disaster housing operations. After the issuance of FEMA’s July 31, 2007, Interim
Direction suspending the use of travel trailers and park models, FEMA tasked the JHSG to identify
and evaluate feasible forms of alternative housing on an accelerated timeline. The Joint Housing
Solutions Group has evaluated 40 different types of units located across the country. They have
looked at Gulf Coast cottages with front porches and standing-seam roofs, modular ‘folding houses’
that could transition to permanent housing, a steel modular modernist-design unit already in use in
some areas, and housing units that basically are converted shipping containers. Costs range from
$15,000 to $150,000, with most falling between $20,000 to $50,000.

To facilitate the identification and delivery of appropriate alternative housing units, the JHSG has
developed a comprehensive Housing Assessment Tool (HAT) designed to collect information on
housing products and help FEMA determine whether proposed housing options are suitable for local
disaster housing needs. The assessment tool contzins 175 questions related to range of use, livability,
timeline for occupancy, and unit cost.

FEMA. is prepared to utilize these housing options in pilot tests in future disasters where we can
further study their effectiveness in the field, and gage occupant’s responses fo the alternative
housing. In the meantime, the JHSG will continue to identify and assess the relative merits of
additional forms of alternative housing, )

Updated Housing Specifications

FEMA has also implemented new requirements for future purchases of to-be-built manufactured
homes, park models, and other new forms of alternative temporary housing that will ensure such
units are specifically designed and constructed to emit (and tested to assure) the lowest possible
levels of formaldehyde. FEMA has updated housing specifications for purchases of Uniform
Federal Accessibility Standard (UFAS) and non-UFAS park models, as well as mobile homes.
These units must meet the design and construction requirements established in Title 24 of the Code
of Federal Regulations sections 3280.308-309. Units must include weather radios and mamufacturers
must not use materials which emit high levels of formaldehyde during production.

10
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Sammary

In summary, we remain committed to managing a housing program that meets the needs of
communities and disaster victims. All aspects of our programs today reflect the lessons learned from
Katrina and Rita, due processes for registration, the delivery of disaster assistance quickly, and the
provision of disaster victims with a broader range of housing options and case management services.
‘We are a more effective partner with other federal agencics and the states. And FEMA is a better
steward of the taxpayer’s dollars.

The challenges have sometimes seemed insurmountable, and many times, FEMA has stood alone -
and received criticism, while continuing to carry out our mission in hundreds of other disasters
around this country. FEMA remains committed to utilizing the new resources and authorities
provided by Congress to assist communities and victims of disasters affect a full recovery. We
expect and look forward to continued close collaboration and cooperation with Congress, as well as
with our Federal, State and local government, private sector and voluntary agency partners in
emergency management. Thank you for the opportunity to testify. I would be pleased to answer
any questions you may have.
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UNITED STATES HOUSE OF REPRESENTATIVES
JOINT HEARING OF
HOUSE FINANCIAL SERVICES SUBCOMMITTEE ON HOUSING AND
COMMUNITY OPPORTUNITY
AND
HOUSE HOMELAND SECURITY SUBCOMMITTEE ON EMERGENCY
COMMUNICATIONS, PREPAREDNESS AND RESPONSE
“EXAMINING THE ROLES AND RESPONSIBILITIES OF HUD AND FEMA
IN RESPONDING TO THE AFFORDABLE HOUSING NEEDS OF
GULF COAST STATES FOLLOWING EMERGENCIES AND NATURAL DISASTERS”

June 4, 2008
INTRODUCTION

Good moming, I am Reilly Morse, a senior attorney in the Katrina Recovery Office of the
Mississippi Center for Justice in Biloxi, Mississippi. I thank Madam Chair Waters, Ranking
Member Capito, and the members of the subcommittees for holding this hearing to examine the
roles and responsibilities of the U. S. Department of Housing and Urban Development (HUD)
and the Federal Emergency Management Agency (FEMA) in responding to the affordable
housing needs of the Gulf Coast States following cmergencies and natural disasters.

The Mississippi Center for Justice (“MCJ”) is a nonpartisan, nonprofit, civil rights legal
organization that was founded in 2003 in Jackson, Mississippi. It was formed to provide a home-
grown and home-owned legal capacity to advance racial and economic justice in the state of
Mississippi. In 2005, MCJ became the deep south affiliate of the Lawyers’” Committee for Civil
Rights Under Law, a national civil rights legal organization formed in 1963 at the request of
President John F. Kennedy to involve the private bar in providing legal services to address racial
discrimination. Shortly after Hurricane Katrina struck the region, MCJ opened a Katrina
Recovery office in Biloxi, from which we have partnered with the Lawyers’ Committee and a
wide variety of pro bono volunteers to provide free legal representation to individuals and
community groups who are seeking disaster recovery assistance. MCJ and the Lawyers’
Committee also have provided research and policy advocacy support on behalf of lower-income
and minority hurricane victims and communities in the region.

I am a third-generation Mississippi coast lawyer, a former municipal judge and municipal
prosecutor for the city of Gulfport. I started with the Mississippi Center for Justice in October,
2005, after the obliteration of my law office and practice, and after taking personal bankruptcy.
My focus is affordable housing policy advocacy and community development. For nine years



74

prior to Hurricane Katrina, I bad a solo civil practice with a specialty in public interest
environmental and environmental justice litigation. For eleven years prior to that, I was in Gulf
Coast law firms where I practiced commercial, insurance defense, and maritime litigation.

Three major hurricanes -the 1947 storm, Camille, and Katrina- have struck each of the
generations of my family, but the damage from Hurricane Katrina was of a much higher order of
magnitude. My family and I rode out Katrina and my home was safe, so I am fortunate compared
to the clients I represent here today. On behalf of those clients, I am here to tell you that, in too
many respects, HUD and FEMA have fallen short of their responsibilities to respond to the
affordable housing needs of storm victims in Mississippi.

EXECUTIVE SUMMARY

Hurricane Katrina “had a particularly devastating impact on low-wealth residents who
lacked an economic safety net” but the disaster also “presented a unique opportunity to correct
decades of inequitable development,” according to the Mississippi Governor’s Commission. !
Sharing these concerns, Congress required the states to spend at least 50% of the $11.5 billion in
CDBG disaster recovery funds to benefit primarily persons of low and moderate income (LMI).2
The U. S. Department of Housing and Urban Development (HUD) adopted regulations
implementing the LMI requirement. Yet Mississippi, with the nation’s largest per capita poverty
population, was the only state to request and receive waivers from this requirement. All told,
HUD carved $4 billion out of the $5.481 billion allocated to Mississippi for uses other than to
assist LMI households. As a result, Mississippi now has turned its back on the opportunity to
broadly uplift the housing conditions of its most vulnerable storm victims in favor of other
priorities.*

Overall, 241,283 housing units recetved some damage from Hurricane Katrina. 90,271
dwellings (owner-occupied or rental) suffered major damage or were destroyed, and another
151,012 suffered lesser damage, according to inspections by FEMA as of March 30, 20067 In its

! Governor’s Commission on Recovery, Rebuilding, and Renewal, “After Katrina: Building Back Better Than Ever”,
pp. 60-61.

2 Department of Defense Appropriations Act, 2006, Public Law 109-148, December 30, 2005, 119 Stat. 2680, 2780.

3 “[Tlhe aggregate use of CDBG Disaster Recovery funds shall principally benefit low and moderate income
families in a manner that insures that at least 50% of the amount is expended for activities that benefit such
persons.” U. S. Department of Housing and Urban Development, February 13, 2006, 71 FR at 7671.

+“More Housing Woes for Mississippi,” New York Times editorial, September 27, 2007, http://www.nytimes.comy/
2007/09/27/opinion/27thur2. html?_r=1&ref=opinion&oref=slogin

5 Housing Unit Damage Report, July 12, 2006, FEMA (“FEMA July 2006 Report™). A copy is attached to this
testimony as Exhibit “A.” It also is available at the following link. http://www.stepscealition.org/downloads/news/
reports/HUD MDA _FEMAdamage_estimates.pdf See discussion of this report at text accompanying footnotes
22-33.
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first application for CDBG funds, Mississippi Development Authority (“MDA”) wrote, “The
sheer number of homes damaged or destroyed is one reason the Governeor considers the
replacement of housing as a number one priority in rebuilding the Mississippi Gulf Coast.”®
(emphasis added) However, using conservative estimates, all of Mississippi’s programs
combined (home grants, LIHTC, small rental, long term workforce housing, and HOME
mortgage) would rebuild little better than half (47,458) of the total housing with major to severe
damage, and none of the 151,012 with lesser damage.”

An earlier damage estimate dated February 12, 2006, by FEMA and HUD placed the total
number of units with damage at 220,384, and those with major to severe damage at 61,386. The
State of Mississippi considers the February, 2006 estimate to be reliable, and asserts that the July,
2006 report has been retracted. As detailed below, however, the July, 2006 report more nearly
matched the actual count of damaged housing units in the largest housing program to date, and so
is considered by MCJ to be more reliable than the February, 2006 study.

So far, Mississippi has devoted only about $3 billion dollars or 55 percent of CDBG
funds to programs for direct housing recovery.® Mississippi has obligated or disbursed $513
million in homeowner assistance grants for persons of low and moderate income, and spent $10
million towards public housing as of February 28, 2008.° According to Mississippi’s latest
Disaster Recovery Grant Report, for the period ending December 31, 2007, Mississippi’s
cumulative overall benefit percentage is only 13.2 percent.'®

Two and half years after Katrina, Mississippi has paid out over $1.2 billion to
homeowners, but has not opened a single CDBG-financed rental unit.

Mississippi’s programs do not address half the needs of small rental, very-low-income
rental, or homeowners who suffered moderate to severe damage from Hurricane Katrina.

+  MDA’s Small Rental plan will restore 6,300 small rental units, leaving 7,500
unrepaired.’?

6 Mississippi Development Authority Homeowner Assistance Program Partial Action Plan, September 11, 1006, p. 3.

7 Mississippi Disaster Recovery Program Summary, February 28, 2008, p. 3. Mississippi’s higher estimate of 58,107
units likely overstates the total number of units restored and therefore is not used.

8 Missigsippi Disaster Recovery Program Summary, February 20, 2008, Exhibit “B” Mississippi Center for Justice
Analysis of MDA CDBG Programs, attached as Exhibit “C.”

9 Mississippi Center for Justice analysis of Mississippi Development Authority, Low/Mod Summary as of February
28, 2008, Exhibit “D”.

1 MDA Disaster Recovery Grant Report, 4th Quarter 2007, http//www.mississippi.org/UserFiles/File/
Home_Owners Assistance_Programy/DRGR-12-2007 pdf

1 FEMA and HUD, “Current Housing Unit Damage Estimates - Hurricanes Katrina, Rita and Wilma,” February 12,
2006, Exhibit “E™. p. 12.
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+ GO Zone and regular tax-credit funded developments will restore 1,023 very-low-
income apartment units, leaving 8,023 unrepaired. In the six coastal counties, these
programs will restore 5,632 low-income units, leaving 9,825 unrepaired.!?

« Phase I and Il homeowner assistance grants will restore about 25,000 storm surge
damaged houses, leaving 33,885 wind-damaged units (estimated 16,942 LMI
houscholds) unrepaired. 13

The prospects for financing the remainder of these housing needs have worsened as a
result of HUD Secretary Alphonso Jackson’s authorization of Mississippi’s diversion of $600
million in housing funds into a costly and non-hurricane-recovery related expansion of the State
Port at Gulfport. Secretary Jackson’s rationale for this decision was that HUD had little or no
discretion to question the State of Mississippi’s decision to divert this money from housing
needs. In fact, he testified before this Committee on March 11 that if he would have had
discretion to reject this proposal he would have done s0.14 A careful analysis of the legislation
and requirements of the CDBG program indicates that HUD’s conclusion that it had little or no
discretion to review the State’s submitted proposals is in error. Without discretionary authority,
there would be no oversight and no assurance that Congressional intent was being implemented
or subverted. We respectfully believe Congress meant what it said -- and that low and moderate
income families would be at the front, not the back of the line for federal aid.

Mississippi Center for Justice urges this subcommittee to re-examine the waivers two
years after they were granted by HUD Secretary Jackson, as required by Public Law 109-148; to
institute appropriate reforms to strengthen current and future emergency CDBG appropriations
against excessive use of waivers of important federal requirements; to increase public
accountability and transparency in both policy development and implementation stages of
programs funded with CDBG dollars; to require greater federal uniformity in disaster recovery
programs between states, and to condition access to emergency CDBG funds offered to
municipalities and counties upon their undertaking to affirmatively remove barriers to affordable
housing, including public, subsidized, and transitional housing after natural disasters.

1. 'What are the Affordable Housing Needs in the Gulf Coast States, particularly in light
of the devastation caused by the 2005 hurricanes?

Reliable data on the damage to the affordable housing stock and income level of the
occupants is a prerequisite to effective oversight by this Joint Committee. Unfortunately, I do not
believe any such estimate exists for both homeowners and renters covering the Gulf Coast states
impacted by the 2005 hurricanes. A February, 2006, FEMA/HUD housing damage estimate

12 Bxhibit “A, p. 5, "Mississippi Home Corp LIHTC-finance report, attached as Exhibit “E.”
13 Exhibit “A”, p. 5.

14 See text accompanying footnote 73.



77

provides an overview of the damage done by housing tenure (owner-occupied or rental),
location, and severity.!® However, this data provides no income level information for the affected
homeowners or renters. A federal affordable housing damage estimate ought to have been
required to ensure uniform measurement of affordable housing needs and proper use by the states
of emergency disaster recovery funds to restore affordable housing.

Ata May 8, 2008, Financial Services Subcommittee on Housing and Community
Opportunity, the HUD representative reported no statistics of affordable housing damage for the
affected areas, only funding levels for affordable rental housing.'¢ Louisiana confessed that
“assessing the true demand for housing in the wake of this unprecedented disaster is nearly
impossible.”!” Texas officials generally described damage levels but provided no systematic look
at affordable housing losses.!® Mississippi relied upon the February, 2006 estimates and
announced that -33 months after Katrina struck, and after virtually all its funds had been
allocated- it was contracting to collect and present housing needs data.!” Alabama -likely the
recipient of the least CDBG funding in the region- found sufficient funds to complete an
independent housing needs assessment and concluded its principal target group was low and
moderate income households, but its damage statistics were not broken down by income level 2
Florida reported that Hurricane Wilma damaged 119,038 housing units occupied by persons
earning incomes at or below $30,000, and limited use of its CDBG funds to “units occupied by
low-and-moderate income persons since this population group traditionally does not have the
personal resources and insurance needed to recover from the loss of their homes.”2!

A. Housing Damage Estimates by Income Level are Required to Assess Mississippi’s
Affordable Housing Needs.

Governor Barbour and MDA have published no single comprehensive housing damage
assessment by location, severity of damage, tenure, and income level, despite having been urged

15 A state-by-state comparison of this data is attached as Exhibit “G”.

16 Testimony of Stanley Gimont, Acting Director of Office of Block Grant Assistance, p.7. Link to testimony at

percentage of rental funding out of its total grant, at 9.4 percent.

17 Testimony of David Bowman, Director, Research and Special Projects, Louisiana Recovery Authority, p. 2. Link
to testimony at footnote 16.

18 Testimony of William Dally, Deputy Executive Director of Texas Department of Housing and Community Affairs,
p. 3. Link to testimony at footnote 16.

19 Testimony of Jack Norris, Executive Director, Governor’s Office of Recovery and Renewal, p. 4. Link to
testimony at footnote 16.

20 Testimony of Bill Johnson, Director of Alabama Department of Economic and Community Affairs, pp. 2-4. Link
to testimony at footnote 16.

2! Testimony of Gail Stafford, Administrator of Florida CDBG Disaster Recovery Programs, pp. 4-5. Link to
testimony at footnote 16.
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to accomplish this task first,? and despite having ample resources to fund it.” This has
hampered policy development, public debate, and accountability.?

The February, 2006, FEMA /HUD housing damage estimate counted a total of 220,384
housing units damaged in Mississippi as of February 12, 2006, of which 61,386 suffered major to
severe damage. 2 Governor Barbour requested FEMA and HUD to prepare another housing
damage estimate, but this report -dated July 12, 2006~ was not publicly released. The July, 2007
report counted a total of 241,283 housing units damaged as of March 30, 2006, of which a total
of 90,270 suffered major to severe damage. HUD and FEMA used the same methodology of
direct inspection, valuation, and precautions against double counting. The author of both
estimates is believed to be the same person.?® The two estimates are compared in the table below.

Table 1. Two Housing Damage Estimates Compared

owner renter L tetal
Feb July Feb July Feb July
minor- 117,407 107,344 41,591 43,669 158,998 151,013
major : 30,889 38,166 14,887 19,342 45,776 57,508
severe 9,618 24,157 5,992 8,605 15,610 32,762
total ) 157,914 169,667 62,470 71,616 220,384 241,283
% -July/Feb 7.44% 14.64% 9.48%
major+severe 40,507 62,323 20,879 27,947 61,386 90,270
% July/Feb 53.86% 33.85% 47.05%

In the May 8, 2008, oversight hearing of the Financial Services Subcommittee on
Housing and Community Opportunity, Jack Norris, Executive Director of the Governor’s Office
of Recovery and Renewal, testified that “the inspection data conducted by FEMA and the Small
Business Administration released on February 12, 2006, is the most reliable source of damage
estimates.”” Mr. Notris added that HUD has since retracted the July, 2006 report on the basis

2 Governor’s Commission on Recovery, Rebuilding, and Renewal, “After Katrina: Building Back Better Than
Ever,” December 30, 2005,(“After Katrina™) p. 55.

2 The Governor’s Commission estimated the cost of a housing needs assessment, including residential
demographics at §1 million. Jd. Mississippi has allocated $112 million for state administrative activity, but has only
spent $6 million as of December 31, 2007. CDBG Disaster Recovery Expenditure Overview, “State
Administration.” Exhibit “H.”

24 Editorial, Biloxi Sun Herald, “We Need Housing Numbers We Can Crunch With Confidence,” December 19,
2007, p C-4. Attached as Exhibit “I.”

25 Exhibit “E” p. 6.
26 Todd Richardson, HUD Program Evaluation Division,

27 Jack Norris testimony, p. 4.
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that the data contained a number of duplicate entries.”® However, Mississippi cited figures from
that report in their Small Rental Program Action Program Final Plan and its Long Term
Workforce Housing Program Action Plan both of which HUD approved without adverse
comment on the underlying data.?

The July, 2006 report is the only statewide rental housing damage assessment broken
down by tenant income level - HUD assisted, very-low-income market rate, and all others.?® If,
as MCJ believes, the July, 2006 rental damage estimate is reliable, then Mississippi’s contention
that its existing programs will meet all affordable housing needs is clearly erroneous.’! Even if
the February, 2006, report were used, Mississippi’s rental housing programs still will fall far
short of meeting the need.>?

One indication that the July, 2006 is more accurate than the February, 2006 report is that
the July report more closely approaches actual units eligible in the largest program nearing
completion: Mississippi’s Homeowner Assistance Phase I grant program.3 In the table below,
the total for each report is the total number of homes outside the flood plain that received flood
damage, reduced by the total without insurance. The July report shows 16,848, which is closer
than the February report to the Phase I total eligible units of 19,738.

Table 2: Estimates for Phase I-eligible households compared to actual total.

Feb July
total 18,690 19,787
no insurance 2,752 2,939
eligible 15,938 16,848
Phase 1 total eligible units 19,378

B, p. 5.

2 Mississippi Development Authority’s Small Rental Program Action Plan, and Long Term Workforce Housing
Action Plan, both at p. 3, state that 71,116 renter-occupied housing units statewide were damaged or destroyed by
Hurricane Katrina. The July, 2006 report shows a total of 71,616 damaged rental units statewide.

30 Exhibit “A”, pp. 3-4.
31 See text accompanying footnotes 42-44,
32 See text accompanying footnote 47.

3 To qualify for this grant, a homeowner had to suffer storm flood damage, reside outside the 100 year flood plain,
and have insurance on the residence. A small number of homeowners located inside the flood plain qualify under
Phase 1 if they provide a FEMA standard elevation certificate. MDA Homeowner Assistance Program Modification
No. 8- Phase I Elevation Certificates. http:/www.mississippi.org/UserFiles/File/

Home_QOwners_Assistance Program/HAPModification8June26.pdf Even subtracting this small number of units,
the Phase I totals likely will remain at or above the July, 2006 totals.
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Also, the two reports do not differ as conspicuously on pure counting of units as they do
on the severity of damage. The July total is 9.5% higher than the February total for all housing
units, 7.4% higher for owner-occupied units, and 14.6% higher for rental units. For housing with
major to severe damage, however, the July total is 47% higher than the February total for all
housing, 53.8% higher for owner-occupied units, and 33.8% higher for rental units. Increases
over time in the number of units with major to severe damage would be consistent with our
extensive personal observations of worsening damage in housing units from continued leakage,
mold infestation, and deterioration. This committee should require HUD to explain the basis for
retracting the data, given the relatively small differences in the overall count compared to the
relatively large differences in the degree of damage.

B. Recommendations on Needs Assessments

MC]J urges this Joint Committee to require HUD and FEMA to do the following in
furtherance of its oversight responsibilities concerning emergency CDBG funds and the
continued unmet need of FEMA trailer occupants.

1. Determine whether or not the July, 2006 report is reliable.

2. If reliable, then use this data to conduct the statutorily-required re-examination® of
HUD’s June 14, 2006 waiver of the overall benefit requirement particularly the condition “that
the state must give reasonable priority for the balance of its funds to activities which will
primarily benefit persons of low and moderate income.”3

3. If not reliable, then use the 2-year re-examination of waivers to prohibit Mississippi
from reprogramming (or obligating in the case of the $600 million diversion of housing funds to
the State Port at Gulfport) any emergency CDBG funds to non-housing purposes until HUD
completes and releases a housing damage estimate by tenure, geography, rental housing unit
type, and income level. This is justified, given HUD Secretary Jackson’s testimony that not all
“has been provided to low and moderate income people that should be provided for housing,” to
explain his reluctance to approve Mississippi’s diversion of $600 million in housing recovery
funds to expand the State Port at Gulfport. 3¢

34 public Law 109-148, 119 Stat. 2680, 2780.
35 71 Federal Register 34457, June 14, 2006, 2006 WL 1622293,

36 See text accompanying footnote 74.
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C. Review of Programs

For purposes of the following discussion, the July, 2006, data is treated as reliable.
However, in some instances, such as the small rental program, it is possible to use the February,
2006 data.

1. Unmet Affordable Rental Needs are Estimated to be at least 28,000 units.

Lower-income households faced difficulty finding affordable housing before Hurricane
Katrina arrived. A recent report by the Rand Gulf States Policy Institute conservatively estimates
that the pre-Katrina demand for affordable housing in the three coastal counties was close to
38,000 units, the supply was 25,000 units, and the loss of units from the Hurricane was 6,000
units.*” Rand concedes that these estimates “almost certainly underestimate the scale of the
affordability problem post-Katrina.”® MCJ agrees that these estimates dramatically
underestimate the need for affordable housing. Excluding public housing, Katrina damaged over
34,000 HUD-assisted and very-low-income (VLI) market rate rental units in Mississippi, and
severely damaged or destroyed about 11,500 units, according the July, 2006 report.>®

A pre-Katrina 2005 report by the Mississippi Regional Housing Authority VIII counted
3,054 houscholds on a Section 8 voucher waiting list, of which 2,446 were extremely low
income.*® This is an income level for clients MCJ routinely has seen since Hurricane Katrina,
such as a full time fast food preparation worker, a veterinary assistant with one child, and a
pharmacy aide with spouse and one child.*!

Katrina damaged 2,534 out of 2,695 units of public housing in South Mississippi, and
destroyed 316 units, according to direct inspections by HUD representatives.*? Mississippi’s

37 Kevin McCarthy and Mark Hanson, “Post-Katrina Recovery of the Housing Market Along the Mississippi Gulf
Coast,” Rand Gulf States Policy Institute, 2008 (“Rand 2008 Report™), pp. 19, 30-31. http:/fwww.rand.org/pubs/
technical reports/TRS511/

3 Id., p. 61. Rand’s data is based upon correlations and extrapolations of several sets of damage and demographic
data at the census block level. Id., at 76-77. MCJ considers to be more reliable the data gathered by direct inspection
of housing units, such as the FEMA and HUD reports cited elsewhere in this testimony. MCJ considers the Rand
data to underestimate the actual damage done to the Mississippi coast housing stock.,

37 Exhibit “A,” p. 5. Persons earning no more than 50% of area median income are considered “very low income.”
In south Mississippi, this would include a single fire fighter, a medical assistant with one child, and two child care
workers with one child. Back Bay Mission “Who Lives in Affordable Housing?” Affordable Housing Conference
2007, Biloxi, MS. The 11,500 figure for major and severe damage is reached by adding the Assisted and VLI units
with major damage and then subtracting out 400 public housing units with major/severe damage. (10,004
+1910)-400=11,514)

40 Mississippi Regional Housing Authority VIII FY 2005 Annual Plan, p. 7.
41 Back Bay Mission, “Who Lives in Affordable Housing?” Affordable Housing Conference, 2007, Biloxi, MS.

42 Mississippi Development Authority Public Housing Program CDBG Disaster Recovery Action Plan, Amendment
1 approved August 31, 2007, p. 3.
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CDBG public housing plan proposes to repair or restore 2,000 to 3,200 units, but this will not
absorb the 3,000-household waiting list prior to Katrina. Mississippi’s public housing authority
reconstruction is moving at an extremely slow pace. A January, 2008, survey by the Mississippi
Center for Justice found that several of the apartment complexes currently occupied by tenants
have been severely infested with mold.

Since Hurricane Katrina, Mississippi has asserted that low income housing tax credit
(“LIHTC”) financed construction would restore these segrents of the rental housing market
without the use of CDBG funds. But Mississippi’s 1,981 units offered at VLI rates will restore
only 7 percent of the 29,869 VLI-damaged units and only 20 percent of the 10,004 with major to
severe damage.¥® Mississippi’s 9,168 LIHTC-financed units will not restore the 11,500 HUD-
assisted and VLI units with major to severe damage.** Only 5,915 of the LIHTC-funded tax
credits are located in the 6 coastal counties.® Low-moderate income persons earning between 50
and 80 percent area median incomes are among those who lived in other market rate rentals,
which suffered damage to 34,511 units, and major to severe damage to 16,033 units, according to
the July, 2006 report.

Some of the affordable rental housing needs, the projected production, and unmet needs
are summarized in the table below. This summary is intended to be illustrative only. In reality,
not all 9,168 LIHTC-funded rental units will be applied to HUD assisted or VLI rentals, because
Jocal housing authorities will use LIHTC financing to restore some of the capacity lost from
damaged public housing units. So, unmet HUD-assisted and VLI needs will increase by each
LIHTC-financed unit occupied by Public Housing residents.*® Also, this unmet needs estimate
likely understates actual demand since it fails to include pre-existing demand for affordable
rentals besides public housing, additional demand due to worsening economic situations since
Hurricane Katrina, through job loss, increased cost of living, decreased wages, increased costs of
homeownership, or other financial or regulatory barriers to rebuilding. Subject to these
limitations, one may estimate the remaining unmet affordable rental housing need to be
approximately 28,000 units.

43 Exhibit “F” for LIHTC-funded awards; Exhibit “A” for figures on Assisted and VLI rentals with major to severe
damage.

4 Exhibit “F.”

45 Mississippi Home Corporation data on LIHTC-funded awards, April 1, 2008, on file with author, copy attached as
Exhibit “1.”

# Mississippi Regional Housing Authority VI, through its non-profit subsidiary, is using LIHTC financing to
replace public housing formerly known as Charles Warner in Pascagoula, and formerly known as Camelot in
Guifport.
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Table 3: Some Unmet Rental Housing Needs

public housing damaged units 2,534 2,000-3,200 534
public housing waiting list 3,054 666 2,388
HUD assisted rental 4,702 9,168 1]
VLI market rate rental 29,869 4,466 25,403
total 28,325

2. Mississippi’s Small Rental Program Will Fail to Restore 6,300 to 7,500
Units with Majer to Severe Damage.

Hurricane Katrina damaged 47,013 units in small rental sites (less than 10 units), and
inflicted major to severe damage upon almost 13,800 units, including over 12,170 single family
units.*” But Mississippi’s small rental program will restore only 6,300 to 7,500 units in the lower
four counties, or 45 to 54 percent of those with major to severe damage, leaving another 6,300 to
7,500 units unrepaired. The program will restore only 13 to 16 percent of damaged small rentals
overall. It bears emphasis that this shortfall is calculated using the Governor’s projections and the
February, 2006, report that Mississippi considers to be the “most reliable source for damage
estimates.” By program design, only 51 percent of units constructed under the Small Rental
program must be rented to low-moderate income persons. 1t should be noted that the unmet smail
rental need cannot be added to the unmet need identified in the preceding section.

3. Mississippi’s LIHTC program will fail to restore 6,200 apartment units.

Hurricane Katrina damaged 15,457 units in apartment complexes, and caused major to
severe damage to 7,081 units. But Mississippi’s LIHTC program is forecast to produce 9,168
apartments, leaving 6,2789 units unrepaired. This shortfall, like the Small Rental calculation,
rests on Mississippi’s most optimistic forecast and the February, 2006 damage estimate. Also,
this unmet need cannot be added to that which is calculated from the July, 2006 report.

47 Exhibit “E”. Current Housing Unit Damnage Estimates - Hurricanes Katrina, Rita and Wilma,” FEMA/LIUD,
February 12, 2006, p. 12.
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4, Long Term Work Force Housing Will Not Significantly Remedy the
Affordable Rental Shortfall.

Mississippi’s Long Term Work Force Housing (LTWF) program continues Mississippt’s
over-weighting of owner-occupied housing programs and cannot be counted on to produce a
significant number of rental housing units. For example, the largest grant in the first round went
to an employer-assisted housing program that will allocate the majority of its funds to employees
who wish to purchase housing.*® Another large development funded by the LTWF program is the
redevelopment of the east bank of the Pascagoula River. The majority of the units proposed for
this location will be owner-occupied. In addition, the LTWF program is available to non-Katrina
damaged persons, which places new employee housing needs ahead of the unmet rental housing
needs of existing residents. In a post-Katrina inflation environment, it is not financially feasible
for many low and moderate income persons to transition from renting to home-ownership.

5. 33,885 Badly Wind-Damaged Homeowners Ineligible for Grants

As in many communities across America, the principal railroad track in Coastal
Mississippi functions as a racial line of demarcation in coastal Mississippi. Due to decades of
inequitable development, many impoverished minority enclaves remain immediately north of the
rail bed, including Soria City, the Quarters, and Gaston Point, to name a few in Gulfport, the
coast’s largest city. Hurricane Katrina’s category 3 velocity winds struck these communities with
virtually identical intensity as the predominantly white residential beach-front areas only a few
blocks to the south. But these communities, and thousands of other households with major to
severe damage, both white and black, were denied housing disaster assistance grants because the
rail bed held back the tidal surge, or they were on higher ground.® Looking to the lower 10
counties who experienced Katrina’s most intense winds, the number of households with major fo
severe damage is 11,951.5 Inadequate insurance settlements have left these households at the
mercy of long term recovery organizations, as described below.

Louisiana offered a single program that covered both flood- and wind-damaged
homeowners, with a single $150,000 cap. Mississippi has denied all grant support to those with
only wind damage and has created a two-tier system in which predominantly wealthier Phase 1
grantees receive up to $150,000 above insurance, while lower-income households are eligible
for only up to a $100,000 grant. These illogical and arbitrary disparities in relief programs
between United States citizens struck by the nation’s worst natural disaster should not be

48 Gulf Coast Renaissance Corporation, Response to Request for Proposal to Provide Long Term Work Force
Housing provides that the program is limited to owner-occupied primary residences, with a small set aside for rental
programs. p. 7.

49 Reilly Morse, “Environmental Justice Through the Eye of Hurricane Katrina,” Joint Center for Political and
Eeonomic Studies, May, 2008, p. 13.

50 Table of wind-damaged households in lower 10 counties compiled from FEMA February, 2007 report, attached as
Exhibit “K.”
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permitted to exist. If federal funds are used to help these citizens recover, then the basic
eligibility and amount of recovery ought not to depend on one’s state citizenship.

One indirect measure of unmet need is that Mississippi’s county long term recovery
organizations (LTRs) currently have 8,956 open files statewide, with another 6,638 on waiting
lists for services.>! Two thirds are working poor who are homeowners; one third are renters.
They include homeowners with uncompensated wind damage. Another segment will be renters
seeking assistance with furnishings and personal effects. The LTRs also have 5,778 closed files,
which include households who received no relief due to budget constraints. Currently, the LTRs
are publicly seeking to raise $300 million in additional funds to “Finish The Job.™?

6. Temporary and Transitional Housing Continues to Have Serious Problems

As of April 18, 2008. Mississippi has 7,574 households (20,450 individuals) currently in
FEMA dircct housing assistance and 1,680 households (4,536 individuals) receiving rental
assistance. housing programs. All told, 81 percent of individuals are in FEMA trailers. These
figures cumulatively represent approximately 24,986 displaced individuals. 3>  Eighty-two
percent of households in FEMA trailers or receiving other direct assistance are LMI households,
yet only 1.1 percent of those who still remain in trailers ever received federal housing assistance
prior to Katrina. Nearly half (48 percent) of those receiving direct assistance were renters before
the storm and 34 percent of these residents are over the age of 60 and/or have a disability.

Ninety-three percent of the 1,680 households receiving rental subsidy assistance are LMI
houscholds. Eighty-cight percent of households receiving subsidies were renters before Katrina,
but only seven percent received any federal housing assistance before Katrina. Eleven percent of
these households include elderly and/or persons with disabilities.

On November 19, 2007, HUD announced that it was taking over the rental housing
assistance program from FEMA, “since HUD [not FEMA] is in the long term housing
business,”* HUD announced that 375 Public Housing Authorities and 12,000 landlords would be
participating in the new program run by HUD, the Disaster Housing Assistance Program
(DHAP). HUD Secretary Jackson stated that “all hands are on deck to make this transition as

S Mississippi Long Term Recovery Case Management Survey Results, January, 2008, http:/www.msidtf.org/

52 See www.finishthejobfund.ors

5 FEMA, Mississippi 1604, GCRO, 1A Global Report No. 37 : http://www.femna.gov/pdihazard/furricane/

2003katrina/ms_iag.pdf . See Statistical Highlights compiled by Steps Coalition, http://www.stepscoalition.org/
downloads/mews/reports/April 08 FEMA _Stats.pdf

54 HUD Secretary Alphonso Jackson in “HUD TO TAKE OVER RENTAL HOUSING ASSISTANCE FOR
NEARLY 30,000 RESIDENTS AFFECTED BY 2005 HURRICANES,” November 19, 2007: hup//
www.hud.gov/news/release.cfm?content=pr07-171 .cfim



86

scamless as possible for these families who have already been through so much....We have built
a coalition that...will not rest until every eligible family has a roof over their head.”>

One unpublicized problem with the transition is that all landlords participating in FEMA’s
rental assistance program would be given the option to either continue receiving subsidies for
FEMA cligible tenants under HUD’s new DHAP program or to, as of December 1, 2007, opt out
of the program entirely. This transition from FEMA to HUD’s DHAP has left many families
vulnerable to homelessness.

In its most recent Global Report, FEMA identified only 1,204 rental units available at fair
market rate in the entire State of Mississippi.®® The number of all eligible rental units statewide
totals 2,512 units.5?

Mississippi’s MEMA cottage pilot program, which was supported by a special allocation
of CDBG funds expects to produce a total of 3,100 small cottages to eligible applicants by June,
2008.58 At present, nearly 2,887 units have been place or are awaiting placement, and another
200 are reserved for Region VIII Housing authority, leaving a remainder of 13 units.®® Until
recently, these cottages had been viewed as a postive and beneficial addition to the affordable
housing needs of the area. In May, 2008, new tests of these cottages have reveal potentially
unsafe levels of formaldehyde.5

As FEMA closes its trailer parks, tenants are confronted with a variety of
misinformation.®! In a recent survey of 114 residents in 10 FEMA trailer parks, MCJ found that
tenants were told conflicting information about when they had to leave their trailer.®2 Some were
told that if they did not leave by May 31, 2008, their door would be locked and the trailer
destroyed. Others were pressured to take hotel housing, but feared their rights to temporary
housing would terminate prematurely if they did so. Tenants often still cannot find affordable
rental housing that will accept FEMA rental assistance. Those who found a willing landlord often
still could not move in, due to the inability to cover the deposits for rent and electricity. The

S5 rd.

* FEMA, Mississippi 1604, GCRO, IA Global Report No. 41.0, Report Date: May 21, 2008
http/fwww, fema, gov/pdfhazard/hunicane/2005katrina/ms_iag. pdf

5714,
5% Personal Communication between MCJ and Keith Campbell, May 8, 2008,
59 fd'

5 “WLOX Investigation Questions Formaldehyde Levels in Mississippi Cottages,” May 22, 2008, http://
www.wlox.con/Global/story.asp?s=8368342

1 Chris Joyner, “Katrina Victims will lose homes when FEMA ends temporary housing efforts,” Clarion Ledger,
June 1, 2008.

62 Mississippi Center for Justice, FEMA Trailer Findings as of May 16, 2008, attached as Exhibit “L”.
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survey includes five case studies of the types of problems faced by FEMA tenants. These
conflicting messages and misinformation were corroborated in local news articles.%?

As the hardest to house FEMA residents are being removed from trailers and dispersed
across a variety of programs administered by more than one agency, FEMA or HUD, with
differing terms and conditions, these tenants will increasingly become lost and invisible. It is
necessary for Congress to require HUD and/or FEMA to provide a single common yardstick to
measure the current status of displaced storm victims and track progress.

7. Special Needs Populations

The 2000 Census population for persons with disabilities is 607,570 statewide in
Mississippi and 76,650 in the three coastal counties. In addition to being the state with the
greatest poverty rate in the nation, Mississippi has the largest per capita population of people
with disabilities, the majority of whose incomes fall below the 80% arca median income (AMI)
category. Persons with disabilities tend to have less income because many are on fixed income,
but most also have substantial disability-related expenses not borne by the non-disabled
population on fixed income.® Only 413 of the LINTC-funded rental units in the 6 coastal
counties are elderly-disabled compatible &

D. Mississippi’s Excessive Use of Waivers Aggravated the Affordable Housing Needs
of the State,

Public Law 109-148 prohibits the Secretary of HUD from waiving compliance with
requirements relating to fair housing and non-discrimination.% Title VIII of the Civil Rights Act
of 1968 prohibits housing discrimination on the basis of race, color, religion, sex, national origin,
familial status and disability. There are widely accepted correlations of lower income to race,
sex, familial status and disability. For example, 24% of African-Americans live in poverty in
Harrison County, Mississippi compared to 11.2% of whites.%” By ignoring or underemphasizing
the needs of low to moderate income individuals, Mississippi’s overall disaster recovery plan
fails to affirmatively further fair housing. For example, Mississippi’s Phase I homeowner’s

63 Michael Bell, “Katrina Victims Face June 1 FEMA Evictions,” Sun Herald, May 15, 2008; Michael Bell, “FEMA:
People won’t be thrown out of Trailer Parks,” Sun Herald, May 16, 2008, (“Housing advisers should not be telling
residents in FEMA trailer parks they will be evicted June 1 when the temporary housing program ends, the federal
agency said Thursday.”)

64 Statistical analysis supplied by Mississippi Coalition for Citizens With Disabilities and Living Independently For
Everyone, two Mississippi non-profit disability rights organizations.

65 Mississippi Home Corporation, April 1, 2008, LIHTC-funded data, Exhibit “M.”
% Department of Defense Appropriations Act, 109 Public Law 148, 119 Stat. at 2780.

72006 American Community Survey, Poverty Status, African Americans in Poverty to Total African American
Population (9,117/37,839) Whites in Poverty To Total White Population (13,385/118,577).
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assistance program has paid out over $1 billion in grants, but a disproportionately low $255
million to about 5,835 LMI applicants, who are statistically more likely to be African
American 5

Mississippi sought excessive waivers of the low-moderate income benefit requirement,
covering $4 billion out of $5.481 billion of disaster recovery funds. The result of this
misallocation is that fewer CDBG dollars are available to restore critically-needed affordable
rental and owner-occupied housing than otherwise would have been the case without the
waivers. As of the last Disaster Recovery Grant Report filed by the State of Mississippi, only
13.2 percent of the $5.058 billion in emergency CDBG funds was spent on programs that adhere
to the LMI benefit requirement.5®

Apart from its public housing proposal, Mississippi has delayed for eighteen months or
more after Katrina in proposing and implementing any broad programs to restore low-income
rental housing.”® This delay has disproportionately adversely affected members of classes
protected under the Fair Housing Act, who were more likely to be renters than their white
counterparts. These include racial minorities, female-headed households, and families with
children.”!

Mississippi’s Phase I housing grant program failed to require applicants to provide their
race and ethnicity in the Phase I Homeowners Assistance program, thereby thwarting a specific
record-keeping mandate intended to track compliance with the Fair Housing Act.”? Furthermore,
to our knowledge Mississippi has made no funding available to fair housing organizations in
Mississippi. Finally, it is our understanding that HUD’s most recent review of the Mississippi’s

% Mississippi Development Authority DRGR Report, December 31, 2007, Grantee Activity ID 05R-Homeowner L/
M Phase I, http://www.mississippi.org/content.aspx?url=/page/3707&

 Mississippi Development Authority, Disaster Recovery Grant Report, December 31, 2007. Until three days before
this Oversight Hearing, Mississippi was three quarters behind in filing applicable quarterly reporting requirements.
At present, there are no approved filings posted for the third quarter of 2007 or the first quarter of 2008. See 71
Federal Register 7666, at 7670. Reporting 14.b. “Each grantee must submit a quarterly performance report, as HUD
prescribes no later than 30 days following each calendar quarter... . Each quarterly report will include... performance
measures such as numbers of low-and moderate- income persons or households benefitting.” MCI believes that
HUD has in fact made a finding of non-compliance for Mississippi’s failure to file reports as described above, or for
late filings. HUD appears unwilling to impose any sanction upon Mississippi for its delayed and inaccurate filings.

7 Mississippi’s Public Housing action plan was proposed in the spring of 2006 and approved on August 31, 2006.
The small rental and work force housing programs were not published for comment until the spring and fall of 2007,
respectively.

7 Memorandum from Debby Goldberg, Hurricane Relief Project, National Fair Housing Alliance, to Gail Laster,
House Financial Services Committee, February 19, 2008, Exhibit “M”, Tables 1-5, pp. 3-5.

72 See 71 Federal Register 7666, at 7670, Recordkeeping “For fair housing and equal opportunity purposes, and as
applicable, such records shall include data on the racial, ethnic, and gender characteristics of persons who are
applicants form, participants in, or beneficiaries of the program.” MCJ requested public records on these data and
were told that MDA understood that HUD did not require record keeping on racial and ethnic characteristics, and so
MDA failed to require applicants to report race and ethnicity. See letter from Melissa Medley to Reilly Morse,
September 6, 2007, Exhibit “N” p. 5.
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actions to affirmatively further fair housing at the end of February resulted in a continuation of
earlier conclusions that there were serious shortcomings in the Mississippi program in meeting
this requirement.

The Fair Housing Act requires more than that HUD or its grantees “do more than simply
not discriminate itself; it reflects the desire to have HUD use its grant programs to assist in
ending discrimination and segregation, to the point where the supply of genuinely open housing
increases.” NAACP v. HUD, 817 F.2d 149, 155 (1st Cir. 1987). Entrenched areas of racial
segregation remain on the Mississippi Gulf Coast, reinforced by generations of inequitable
development. Mississippi’s decision to build back bridges, sewage and water systems, roads,
public structures, and a state-owned port better than before, continues rather than corrects a
decades-long pattern of inequitable development, and is at odds with the letter and spirit of the
Fair Housing Law.

E. Mississippi’s diversion of $600 million to the expansion of the State Port at
Gulfport aggravates the State’s affordable housing needs.

On January 25, 2008, Mississippi received approval from HUD Secretary Alphonso
Jackson for a controversial proposal to divert $600 million in housing funds into the repair and
vast expansion of the State Port at Gulfport.” HUD Secretary Alphonso Jackson took the
unusual step of personally writing Governor Barbour about the approval to explain that he had
“little discretion” in the matter, and to voice concerns that “this expansion does indeed divert
emergency federal funding from other, more pressing recovery needs, most notably affordable
housing.”*

In testimony before the House Financial Services Committee on March 11, 2008,
Secretary Jackson explained his position, stating “I don’t think that everything has been provided
to low and moderate income people that should be provided for housing or infrastructure, ... but
had I had my druthers, I probably would have said, ‘Sir, I don’t think we should be using this
money and T would not approve it, but I didn’t have that kind of authority.”?s

The reasons for the controversy are straightforward. The planned expansion, which was
conceived two years before Hurricane Katrina,” would be the single largest expenditure of

73 Mike Stuckey, “Feds OK Mississippi’s Katrina Grant Diversion,” January 25, 2008, hitp:/today.msnbe.msn.cony
1d/22805282/

74 Letter fromy HUD Secretary Alphonse Jackson to Mississippi Governor Haley Barbour, January 25, 2008, attached
as Exhibit “0.”

75 House Financial Services Committee, Oversight Hearing of the Department of Housing and Urban Development,
March 11, 2008, examination by Rep. Capuano. http.// house.gov/apps/list/hearing/financialsves _denmy/

hr031108.shtml

76 JWD Group, Mississippi State Port Authority at Gulfport, Master Plan Update, 2003. This report runs to 123
pages, with appendices and will be submitted electronically.
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taxpayer funds on any state enterprise in the history of Mississippi. The amount is more than ten
times that necessary to pay for hurricane related damages” — which are already largely covered
by insurance and other sources.’”® The $600 million does not buy mere channel improvements -
it creates a controversial new land form in the Mississippi Sound, an inland terminal and
causeway that will import traffic, pollution, and hazards to North Gulfport, an African American
neighborhood, and finally it would open up 60 waterfront acres in the center of the port for a
luxury hotel, condominium and casino development to be known as the “Village at Gulfport.””
The Port has $108 million in insurance,® up to $54 million in FEMA funds pending insurance,®!
and $82 million in unencumbered cash,3 far more than adequate to cover the estimated $50
million in damages to a port with an asset value of $127 million at the time Hurricane Katrina
struck.® This extraordinary and unprecedented expenditure® diverts critical funds from dire
housing recovery needs on the Gulf Coast.

On March 7, 2006, three months after Congress had voted to give Mississippi $5.05
billion in emergency CDBG funds, Governor Barbour returned to Congress and testified in a
hearing on Gulf Coast Hurricane Recovery before the Senate Appropriations comnmittee:

There were three projects for which we did not request funding last fall, simply
because they weren’t ready and our policy is we’re not going ask you to give us money
for something what we’re not prepared to do, and show you exactly how we’re going to
do it and how we’re going to be accountable for it. Since then two of those projects have
further developed and I ask Congress and the committee to consider them. Both are
integral transportation projects dealing with hazard mitigation, safety, and economic and
community development. The first is for the rebuilding and the redevelopment of the

77 The State Port at Gulfport’s asset value prior to Hurricane Katrina was $127,573,778, and its damage assessment
from the storm was $50,556,175. Joint Legislative Committee on Performance Evaluation and Expenditure Review
(PEER) Report #487, “The Impact of Hurricane Katrina on Mississippi’s Commercial Pablic Ports and
Opportunities for Expansion of the Ports, June 20, 2006, p. 23.

78 Janet Nodar, “Cloudy Forecast-Skies Still Not Clear Over Gulfport,” Guif Shipper, July 7, 2007, (reporting the
port was insured for $108 million, including business interruption, received almost $60 million so far, settlement
stifl under way); FEMA July 2007 Summary of PA Funding and Project Worksheet Data, http://www.fema.gov/pdf/
media/2007/ms_global_report.pdf

79 DMIM Harris, Gulfport Master Plan Update 2007, Mississippi State Port Authority, pp. 30-37, This report runs to
134 pages and will be submitted electronically.

80 Janet Nodar, “Cloudy Forecast,” Gulf Shipper, July 9, 2007.

8 FEMA Public Assistance Global Report, July, 2007, p. 7. http://www.fema.gov/pdf/media/2007/
ms_global_report.pdf

82 Recap of State Port at Gulfport’s Budget Request for Fiscal Year Ending June 30, 2009, attached as Exhibit “P.”

8 See footnote 74.

8% MCJ has prepared a financial analysis of the State Port at Gulfport’s proposal and submits it as Exhibit “Q.”
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Port of Gulfport, the entire infrastructure of which was devastated. The second is to
move a railroad from right on the coast to move it farther inland.85 (emphasis added)

Mississippi’s efforts to win additional funds failed after budget-conscious lawmakers
derided the relocation of the rail line as wasteful. 3 In July, 2006, HUD awarded nearly all of
the second disaster recovery allocation to Louisiana, and left Mississippi without funds for the
reconstruction of the port.¥” Two years after Katrina, Governor Barbour proposed to redirect
$600 million of housing recovery funds into the expansion of the State Port at Gulfport.

Almost two years later, on February 20, 2008, in response to public outcry over the
diversion of housing funds to expansion of the State Port at Gulfport, Governor Haley Barbour
was interviewed on videotape at the Biloxi Sun Herald:

We immediately went to work on a Mississippi proposal which we gave to Congress on
November 1, 2005. And in that proposal was $600 million for the port, $500 million for
the port itself and another $100 million for channel improvements. The Port of Gulfport
has been in our plan from the very, very beginning.® (emphasis added)

Mississippi’s decision to redirect $600 million from housing to a massive expansion of
the State Port at Gulfport removes any hope for thousands of low-income homeowners and
renters displaced by Hurricane Katrina of return to safe and affordable housing.

Between 6,300 and 7,500 households who occupied small rental sites that suffered major
to severe damage from Katrina no longer may expect that their landlord will repair or rebuild the
residences they occupied. The cost to cover this unmet need is $250 million.

Very-low-income houscholds whose market rate or voucher-subsidized rental housing
had major to severe damage from Katrina will face an even longer wait for the return of deeply
affordable rental housing without CDBG support for LIHTC-financed apartment complexes.

Lower-income wind-damaged homeowners, who might otherwise benefit from an
extension of the Homeowners Assistance Grant Phase II, will have to seck charitable assistance
to repair or rebuild their dwellings.

85 Senate Appropriations Committee hearing, March 7, 2006, Gulf Coast Hurricane Recovery, C-SPAN link, http://
www.c-spanarchives.org/library/index.php?
main_page~product video_info&products_id=191498-1&highlight=recovery

% Jonathan Weisman, “Mississippi Senators’ Rail Plan Challenged,” Washington Post, April 26, 2006, http://
www.washingtonpost.comy/wp-dyn/content/article/2006/04/17/AR2006041 701551 html

87 Ana Radelat, “Mississippi Still Without Funds to Fix Port,” Jackson, Mississippi, Clarion Ledger, A-1, July 12,
2006.

% Governor Barbour at the Sun Herald, February 20, 2008, http://videos.sunherald.com/vmix_hosted apps/p/media?
id=1729323
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II. Recommendations

The program has been weakened in Mississippi by the excessive grant of waivers of the
low-moderate income benefit requirement. The piecemeal granting of waivers has substantially
accomplished indirectly what HUD refused to do directly, namely grant Mississippi a blanket
waiver for all $5.481 billion of the emergency CDBG funds.

HUD'’s affirmative responsibility to ensure that affordable housing is restored by the
programs presented to it. Whatever may have been the conditions in the six to twelve months
after Katrina, it simply is not sufficient for HUD to treat applications for the use of emergency
CDBG funds more than 2 years later with the same deference as in the weeks or months
immediately following the disaster. As time passes, more information about the conditions and
unmet needs surfaces (or should surface), and HUD bhas a responsibility to require MS to fulfill
the requirements HUD placed on MS when it originally granted the June 14, 2006, waiver.

Mississippi also delayed for almost a year the posting of Disaster Recovery Grant
Reports and, had failed to make publicly available three quarters’ worth of disaster recovery
grant reports, from September 2007 through March 2008 until mid-day on May 35, 2008, only
hours before testimony was due to be filed for previous oversight hearing of the Financial
Services Subcommittee on Housing and Community Development, Mississippi. As of this
writing, Mississippi now has posted the September and December, 2007 quarterly reports, but
has failed to publish its March, 2008 report, now two months overdue.

Mississippi’s strategy of submitting a series of partial action plans also thwarted effective
public debate over policy development. Mississippi never publicly laid out a global plan for use
of its emergency CDBG funds, and so there was no framework for assessing whether the
Governor’s Office and MDA were identifying and prioritizing correctly the competing needs. As
programs evolved, and funds began to be shifted from one program to another, the public’s
ability to track and assess the overall recovery plan became impossible to accurately track.

For low-income homeowners displaced by Katrina, the home grant programs have
generally been viewed as excessively complex, difficult to access due to extremely centralized
service centers, poorly publicized through media that do not target the community in need of
assistance, and fundamentally inadequate in provision of funds. There is a sense among many of
MCJ’s clients who have sought homeowners’ assistance that Reznick, the MDA service
contractor is unresponsive, arbitrary, staffed with non-lawyers who take excessively legalistic
approaches to all problems, and fundamentally disinterested in providing adequate assistance.

For low-income renters, the viewpoint is that Mississippi considers renters to be inferior
citizens, less economically responsible, and less deserving of assistance. These views arise from
the pronounced delays by Mississippi in developing and implementing any programs to restore



93

affordable rental housing, while hundreds of millions, if not billions, of dollars are paid out to
homeowners, utilities, insurance companies, and local governments.

These perceptions influence the willingness of housing-challenged storm victims to
participate and continue in programs that seem indifferent or even hostile to their needs, and
result in persons needing housing assistance simply giving up. So the problems and challenges
for Mississippi and its contractors going forward are to accelerate the progress in restoring
affordable housing and to treat those storm victims still without repaired or rebuilt housing with
greater respect.

Municipal and county governments have abused their zoning power to prevent the lawful
construction of affordable rental housing. The City of Gulfport in particular refused a long line
of LIHTC-financed apartment complexes in 2007, and triggered a formal complaint by the
Mississippi Regional Housing Authority VIII charging the City with discrimination. Gulfport and
other municipalities have modified their zoning to discourage new construction of duplexes
under the small rental program. And several cities have resisted the permanent placement of
MEMA cottages.

Mississippi also placed excessive reliance upon market based solutions even though these
same markets have failed to fairly treat minority and low-income communities, whether in the
realm of credit, land sales, insurance, or business opportunity. Mississippi needs to place greater
dependence upon non-profit organizations capable of working in harmony with these
communities.

Overall, Mississippi’s housing programs have unduly neglected the needs of lower-
income renters. As of the end of 2007, Mississippi had paid out over $1 billion in CDBG funds
to homeowners, but not one dollar to any fund actual construction of any affordable rental
housing. The vast majority of programs targeted for lower income housing were not even
submitted by the state until 18 months or more after the hurricane, and MDA had to be pressured
heavily to increase the size of these programs, despite clear evidence of the inadequacy of the
size of the programs. HUD had an affirmative responsibility to ensure that Mississippi would
fulfill the conditions of the Phase I waiver. However, HUD has failed to act with sufficient force
to restore Mississippi’s use of CDBG funds to a path that will fully serve the unmet affordable
housing needs.

Housing programs in Mississippi account for about 55% of the overall emergency CDBG
expenditure,® up from about 49% in the summer of 2007, but still substantially below
Louisiana’s 72% funding of housing programs.® Mississippi has actually spent only about $500

89 See footnote 8.

90 Reilly Morse, Environmental Justice Through the Eye of Hurricane Katrina, Joint Center on Political and
Economic Studies, May, 2008, p 20, Figure 14. http:/www jointcenter.org/publications recent publications/
environmental projects/environmental justice_through the eve of hurricane katring
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million out of $2 billion so far on lower income housing.”’ MDA cannot legitimately score
general programs such as windpool and ratepayer subsidies, infrastructure, and building grants as
housing programs, because they benefit commercial and industrial customers as well as
residential customers.”? Mississippi’s latest overall low-moderate income percentage is only
13.2 percent, well below Louisiana.”

Mississippi Center for Justice recommends the following actions and reforms:

1. Carefully review the language and requirements of the Emergerncy CDBG legislation Public
Law 109-148, passed on December 30, 2005. Such a review will demonstrate that HUD has
adequate discretion to reject the State’s proposals for use of these emergency grants.
Congress should urge HUD to reconsider its approval of the diversion of $600 million
from housing programs to expansion of the Port of Gulfport. HUD should reject the
proposal for the reasons stated in former Secretary Jackson’s January 25, 2008 letter and in
his March 11, 2008 testimony.

2. For future emergency CDBG allocations, provide both Congressional and HUD
discretion to veto a state’s action plan if the state’s overall use of CDBG funds has strayed
from the Congressional purposes and requirements.

3. Eliminate or more severely restrict the use of waivers of federal low-moderate income
requirements or COBG dollars per job created requirements that was done in the last Disaster
Recovery legislation.

4. Require states to present for public comment a comprehensive, global plan for use of
emergency CDBG funds. This will ensure a fairer and more balanced effort in designing the
recovery, and will prevent situations such as Mississippi’s in which homeowner recovery was
the exclusive focus of emergency CDBG programs for two years.

5. Tie municipal and county receipt of CDBG or FEMA funds to requirements to
affirmatively remove barriers to affordable housing and discourage NIMBYism during
the disaster recovery period. Include “clawback™ provisions to ensure compliance.

6. Require greater federal substantive uniformity in design and use of emergency CDBG
funds that affect more than one state, such as per-capita funding, basic minimum standards
for disaster relief eligibility, uniformity in non-duplication of benefit rules.

7. Require states early in the planning process to prepare, publicly release, and provide
updates of housing damage assessments by county and city, with sufficient demographic
information to assess the impact of the disaster and recovery efforts on members of
protected classes. A disaster the magnitude of Katrina completely disrupts the housing

1 See footnote 9.

92 For example, the Mississippi Ratepayer program included $50 million for residential rates and $30 million for
commercial rates. Mississippi Development Authority Ratepayer and Windpool Mitigation Program Recovery
Action Plan Amendment 3 - Modification 1, p. 2, February 12, 2607. MDA must subtract the commercial coverage
and adjust the residential by a representative percentage.

9 Mississippi Development Authority DRGR Report, December 31, 2007, p. 1, hitp:/www.mississippi.org/
content.aspx Turl=/page/3707&
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market in the area. In order to affirmatively further fair housing in such a situation, it is
critical to know how members of protected classes were affected. Without such an analysis,
a jurisdiction cannot know what their needs are, what barriers they face, and how to
overcome them.

(a) One of the first steps should be updating the jurisdiction’s Analysis of
Impediments to Fair Housing Choice (“AI”). Louisiana is just doing this now.
Mississippi updated its Al last year, but HUD has rejected it and its current status
is unclear. It does not appear that Alabama has even thought about this obligation.

(b) It is important to look at all the protected classes. Families with children and
people with disabilities have not gotten much attention in this process.

(c) Do not confuse race (or membership in another protected class) and income.
Providing assistance to low and moderate income people is not sufficient to meet
fair housing obligations because race, etc. and income are not always
Synonymous.

(d) Prepare a housing damage assessment that counts damaged houses by direct
inspection, and categorizes the housing losses by tenure, type of structure, and
income level.

8. Conduct aggressive outreach. Once they know who the members of protected classes are
and what kind of assistance they need, jurisdictions must reach out aggressively to make sure
residents know about the assistance available and have a meaningful opportunity to apply.

In Mississippi, the State did little outreach for its Phase II homeowner assistance program,
despite persistent demands by the Steps Coalition, MCJ and others to decentralize the intake
process. Mississippi’s complex eligibility criteria, which changed over time, left many
protected classes confused and discouraged about participation. MCJ spent considerable
effort to dispel numerous false assumptions about eligibility, but MDA did not do anything to
address this sort of dilemma.

9. Design recovery in ways that eliminates or reduces legacy of discrimination. In
Mississippi, one consideration in the formula for homeowner assistance is the pre-storm
value of the home, since this is the basis on which the insured value is set. A comparable
home is worth much less in a community of color than in a white community, even though
the repair costs are the same, so this formula disadvantages owners in communities of
color. In Mississippi, racial segregation led to communities of color being located north of
the railroad tracks in Harrison County. They experienced the same hurricane force winds
as their more southerly neighbors, but were protected from some of the storm surge
(flood). Mississippi’s assistance program is limited to homes that experienced damage
from storm surge and unfairly excludes those communities of color. Find ways to reverse
the legacy of inequitable development in these communities, using land trusts, and other
targeted solutions.

10. Make rebuilding rental housing as high a priority as assisting homeowners. A higher
percentage of members of protected classes live in rental housing than their non-protected
counterparts. Yet, it appears that all across the region, the rebuilding of affordable rental
housing is lagging behind other parts of the housing market. More funding should have been
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allocated for this purpose. Another problem is that many rental units, including units that
were affordable but not subsidized, were in single family homes or duplexes owned by small
landlords. To be effective, rental housing rebuilding programs must be tailored to the needs
of these landlords, which may be very different from those of large, sophisticated owners. Do
not repeat the experience of Mississippi in which only homeowners are the beneficiaries of
emergency CDBG funds for two or more years.

Monitor and Prevent NIMBYism more aggressively using HUD and the Department of
Justice. All across the Gulf, communities have tried to block the rebuilding of affordable
rental housing through zoning restrictions and other means. HUD and DOJ should be
monitoring this situation and intervening to prevent such actions, which prevent members of
protected classes from returning to the region or relegate them to substandard
housing. Where jurisdictions are violating the law through these actions, appropriate
sanctions should be applied, including rescinding federal assistance if necessary.

Provide more transparency and accountability in the rebuilding process. The current
reporting system has not worked well. As a result, the public has not had access to accurate
and timely information on how the federal funds are being spent to benefit low- and
moderate-income people. In addition, Congress should require that CDBG grantees collect
information on the extent to which the funds are benefitting members of all protected classes
under the Fair Housing Act. This information should also be readily available to the public.
Currently, grantees only have to collect information on some protected classes for HUD’s
benefit alone, but do not have to disclose it to the public.

. Congress should make sure that federally-funded elevation programs promote

accessibility. Neither the National Flood Insurance Program nor (in our understanding)
FEMA’s Hazard Mitigation Grant Program allows funds to be used to build ramps or provide
other means of access to elevated properties for homeowners in wheelchairs or with limited
mobility. This appears inconsistent with the requirements of Section 504 of the
Rehabilitation Act of 1973, and should be changed. This is a particular problem in the Gulf,
where the rate of disability in the population is higher than the national average. (For
example, before the storm, the disability rate in Mississippi was 25% compared to the
national average of 20%.)
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Methodology for Assessing Housing Unit Damage due to Katrina, Rita, and Wilma
July 12, 2006

The estimates of housing unit damage in the attached tables are based on inspection data conducted by
FEMA in support of its Individual Assistance program and the Small Business Administration in support of
its disaster loan program.

Definitions
FEMA Level of Damage

The FEMA inspections used for this analysis were conducted between the time of each of the three
Hurricanes and March 30, 2006. Only occupants of housing units are efigible for FEMA housing
assistance. As such, these data do not reflect other types of damaged housing units, such as pre-disaster
vacant units and summer or second homes.

In addition, because it is possible for multiple individuals to register for FEMA housing assistance for the
same housing unit, these data reflect a complicated set of procedures to identify individual housing units.
For example, if a husband and wife both registered, or if an owner and their boarder both registered for
the housing unit, we attempted to only count the housing unit once.

For most properties, FEMA contract inspectors make a direct assessment of housing unit damage. For
some of the units impacted by Hurricane Katrina, FEMA did not do direct inspections, but made some
assumed level of damage based on the flood depth of a housing unit in some portions of Orleans, St.
Bernard, and Jefferson Parishes and to a much lesser extent in some of the flood inundated areas of
Mississippi.

FEMA inspects properties to determine eligibility for real property and personal property assistance.
FEMA real property assistance is determined as the cost to make repairs to make the home habitable. If a
home is less than 50 percent damaged, FEMA will provide up to $5,200 in repair assistance for damage
not covered by insurance. If damage is greater than 50 percent FEMA will provide $10,500 in repair
assistance for damage not covered by insurance. FEMA will make similar assessments for personal
property damage.

Because FEMA only provides reimbursement at three levels, less than $5,200, $5,200, and $10,500, this
analysis categorizes the inspection results into three categories:

Minor Damage:

= Property inspection finds damage less than $5,200; or

= |f no real property inspection, personal property damage of less than $5,195.76; or

= [f no direct inspection, remote sensing finds water depth of 6 inches to 1 foot (for portions of
Orleans, St. Bernard, and Jefferson Parish).

Major Damage:

»  Property inspection finds damage greater than or equal to $5,200 and less than $30,000; or

= |f real property inspection used the inspection default of $5,200; or

= I no real property inspection, personal property damage of greater than or equal to $5,195.76 but
less than $30,000; or

= {f no real property inspection and personal property used the inspection default of $5,195.76; or

= If no direct inspection, remote sensing finds water depth of 1 foot to 2 feet (for portions of
Orleans, St. Bernard, and Jefferson Parish).

Mississippi EXHIBIT "A”
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Severe Damage:

Property inspection finds damage greater than or equal to $30,000; or

If real property inspection used the inspection default of $10,500; or

If no real property inspection, personal property damage of greater than or equal to $30,000; or
If no real property inspection and personal property used the inspection default of $10,391.51; or
If no direct inspection, remote sensing finds water depth of 2 feet or greater (for portions of
Orleans, St. Bernard, and Jefferson Parish).

As a result of Hurricanes Katrina, Rita, and Wilma, FEMA's inspection data show that over 1.3 million
housing units received some damage.

Small Business Administration (SBA) Verified Loss

A subset of FEMA registrants with real property damage applied to the Small Business Administration for
a loan to assist with repairing their property. If the applicant meets some income and credit thresholds,
SBA will have a contract inspector make a detailed assessment of the real property loss due to the
disaster {referred to as “verified loss”). This is usually a more precise estimate than FEMA of what it
would actually cost to repair the housing unit.

Following Hurricanes Katrina, Rita, and Wilma, SBA conducted 184,361 inspections as of May 31, 20086.
Since the FEMA data are more comprehensive in coverage - over 1.3 million inspections - and the SBA
data are more specific on dollar damage, they are finked together for this analysis. The units with both a
FEMA and SBA inspection are used to develop an estimate of the dollar damage for units inspected by
FEMA but with no SBA inspection.

Basically this estimation works as follows. At the Census Block level, the average SBA damage amount
for a FEMA designated "Severe” damage property is applied to all of the properties in the block with a
“Severe” damage rating from FEMA. The same process is repeated for properties with “Major” damage.
The assumption here is that properties in the same block with the same type of FEMA inspection are
likely to be of a similar structure type, value, and damage to ailow an assumption that their cost to repair
would be similar. If there is not an SBA inspection in the Block, then the next level of geography average
is used (first Census Tract followed by County).

in the tables provided, both the total number of units damaged in each category and the SBA average
verified loss for each category are presented. This allows the reader to know the context of a “major” or
“severe” damaged unit within the category or geography of interest. In some areas, the dollar amount for
“major” damage might be twice that of “severe” damage in another geographic area. This can be due to
different home values, structure type, and type of damage. Generally, storm surge caused much more
monetary damage per “severely damaged” unit than did wind.

Tenure

Owner-Occupied Housing Units & Renter-Occupied Housing Units. When individuals registered for
FEMA assistance, they were asked if they were a renter or an owner. In approximately 10 percent of
cases, there was no tenure indicated. These tables assume those individuals not indicating tenure were
owner-occupants.

Type of Damage

These tables break out damage into two categories, homes with any flood damage, and homes with no
flood damage. If a home had flood damage as well as other types of damage, it is categorized as having
flood damage. Most homes without flood damage had damage related to wind. Flood damage was
determined if FEMA inspectors indicated damage was due to flocding or if the damage estimate was from
remote sensing (which based damage on flood depth).

Mississippi EXHIBIT “A”
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Flood Plain Status

Each housing unit was geocoded to determine if it was inside or outside of a FEMA 100-year flood zone,
as determined using Q3 flood maps with flood zone designations of "A” or “V”.

Insurance Status

Insurance status was determined by FEMA data if the registrant indicated having hazard or fiood
insurance. For a very few cases, there was no information on insurance status and "no insurance” was
assumed.

Income Level

Income level was calculated by comparing the income and household size reported to FEMA at time of
registration to HUD's published income limits for the county of the damaged property.

Assisted Housing

Assisted Housing information is based on matching the FEMA registrants to HUD data on program
participants in its Public Housing, Voucher, and Project Based Section 8 programs.

Double Counting

There is risk for double counting in these data. A number of procedures were implemented to reduce this
double counting but some double counting may remain. Those procedures were as follows:

= Only include records with a FEMA inspection. if rerote sensing Inspection, only include cases
where a grant was provided or the FEMA data indicate that the owner or renter had flood
insurance.

» |f there were duplicate registrant numbers with the same address, then the record with highest
FEMA damage rating is retained

= If there were multiple registrants for the same address of a single-family property, then the record
with highest FEMA damage rating was retained. If one registrant was owner and other was renter,
the owner was retained. Single-family records were considered to be duplicate for the same
property if USPS zip9 plus DPBC were the same.

= if there were multiple registrants for the same multifamily or mobile home unit, then the record
with the highest damage rating was retained. Multifamily and mobile home records were
considered o be duplicate if the last name and address were the same.

»  if a unit identified as a duplicate had an SBA Inspection, it was retained.

Even with these procedures, double-counting units likely remains in the file.

Undercounting

There is also a risk for undercounting. These data do not count vacant homes or second homes. They
also will not include properties that have not yet had a FEMA inspection or re-inspection. f an individual
did not register with FEMA, their damage would not be counted. Our procedures to reduce multiple

registrants for a single unit to one record, may eliminate cases where there are actually more than one
unit represented.

Mississippi EXHIBIT "A”
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Explanation for the Attached Tables
July 12, 2006

Three tables are attached:
Estimated Number of Housing Units Damaged as of March 30, 2008.
This table provides a count of totat housing units damaged, distinguishing by:

(1) Tenure (owner and renter occupied units)
{2) insurance Status of Owners
= Hazard and Flood = Had both hazard and flood insurance
= Hazard = Had hazard insurance only, no flood insurance
= No Insurance
(3) Assxsted/!ncome Characteristics of occupant of damaged rental unit
Assisted = Assisted by HUD (Public Housing, Project Based Section 8, or Housing
Voucher)
o Very Low-Income = Unassisted renter households with incomes less than 50 percent of
local area median
Other Renters = The remaining unassisted renter households
4) Type of Damage
» Flood Damage. Units with flood damage. They may also have other types of damage.
= No Flood Damage. Units without flood damage. Most of these units had wind damage or
damage from wind driven rain.
{5) In or out of FEMA designated 100-year flood plain
(6) Level of damage (Minor, Major, Severe)

Estimated Per Unit Cost to Repair as of March 30, 2006,

This table provides the same breaks as the above fable, but instead of a unit count it provides the
estimated average doflar amount of damage for units in the category of interest. For major and severe
damage, the dollar amount estimate is based on SBA inspection data (see methodology). For the minor
damage units, the dollar amount estimate is based on FEMA inspection data. To estimate the total cost to
repair, one can simply multiply the cell of interest in the first table by the same cell of interest in the
second table. These estimates are of repair costs only. They do not reflect mitigation costs such as
elevation or buyouts to relocate families to a safer location.

Extent of Damage from Hurricanes Katrina, Rita, and Wilma: Counties with over 10 units with
major or severe damage, Places with over 100 units with severe damage.

This table provides summary information for each county in the state with 10 or more units having major
or severe damage. For select counties with substantial damage, places within the county with over 100
units with severe damage are also provided.

The table has six columns:

(1) Acount of units with major damage

(2) A count of units with severe damage

(3) An estimate of the per unit cost to repair units with major damage

(4) An estimate of the per unit cost to repair units with severe damage

{5) Acount of the total number of occupied housing units based on the 2000 Census
(6) The percent of total number of occupied housing units with severe damage.

Note that in some places, the sum of major damage and severe damage exceeds the total Census 2000

count. This is indicative of the multiple registrant problem in the FEMA data that HUD's routine of
eliminating muitiple registrants for a single unit does not totally resolve.

Mississippi EXHIBIT "A”



Estimated Number of Housing Units Damaged as of March 30, 2006*
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Mississippi Total Housing Unit Damage

£ ied Houst it: ter-Occupi ousing Unit
Insurance Status Type of Structure Unit Located
Assisted
{Project Very Low-
Based Income
Hazard & Hagzard No Owner and {LT50% Other Renter
Flood Only Insurance’ Subtotal | Voucher) median) Renter | Subtotal | TOTAL
Homes with flood
damage
Homes in FEMA 100
yr. fi plain
Minor Damage 55 85 43 183 47 139 228 14 597
Major Damage 1623 1228 620 3471 262 1282 2153 3697 7168
Severe/Destroyed 3660 1835 1105 6600 156 1108 2069 (3334 9934
Subtotal 5338 3148 1768 10254 465 2530 4450 7445 17699
Homes outside 100
yr. fl plain
Minor Damage 106 986 328 1420 445 846 1078 2369 3789
Major Damage 1692 6662 1384 9738 936 3441 5493 9870 19608
Severe/Destroyed 11941 5461 1227 8629 137 1147 1890 3174 11803
Subtotal 3739 13109 2939 19787 1518 5434 8467 15413 35200
Homes with no flood
damage {generally
wind damage}
Minor Damage 1847 64475 39419 105741 4834 18880 17172 40886 146627
Major Damage 815 17531 6611 24957 (368 2246 3161 5775 130732
Severe/Destroyed 938 4301 3688 8928 51 779 1267 2097 11025
Subtotal 3601 86307 49718 139626 15253 21905 21600 48758 188384
TOTAL 12678 102564 54425 169667 7236 29869 34511 71616 241283
Census 2000 Occupied
Housing Units: 756967 289467 1046434
Damaged Units as Percent of Occupied
Housing Units: 22% 25% 23%
Minor 2008 65546 39790 107344 5326 19865 18478 43669 151013
Major 4130 25421 8615 38166 1566 6969 10807 19342 57508
Severe 6540 11597 6020 24157 344 3035 5226 8605 32762
Mississippi 5



Homes with flood
damage
Homes in FEMA 100 yr.
fl plain
Minor Damage
Major Damage
Severe/Destroyed
Subtotal
Homes outside 100 yr. fl
plain
Minor Damage
Major Damage
Severe/Destroyed
Subtotal
Homes with no fiood
damage (generaily wind
damage)
Minor Damage
Major Damage
Severe/Destroyed
Subtotal
TOTAL

Minor
Major
Severe

Mississippi
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Estimated Per Unit Cost to Repair as of March 30, 2006*
Mississippi

Dwner-Occupie: usin its Renter-Occupied Housing Units

insurance Stat Type of Structure Unit Lo d

Hazard & Hazard No DOwner and LT 50% Other Renter
Flood Only Insurance| Subtotal | Voucher) medi Renter | Subtotat | TOTAL
$2519  $2314  $2796  $2489  $2511 $2527  $2253 $2374  $2410
$111384  $87112 $87971 $98615 $88309 $97798 $102763 $100017, $99338
$192889 $153517 $120386 $169804) $133199 $140021 $147744) $144494 $161309
$166146 $123531 $106159 $142720 $94697 $111072 $118527) $114505 $130852
$2392  $2250  $2433  $2303  $2200  $2427  $2595  $2461 $2402
$95494  $69857 $68755 $74155 $69221 $79346 $82611) $80203 $77199
$185660 $120551 $104958 $132979 $115472 $147175 $152210, $148805 $137235
$139662 $85890 $76468 $94651) $53748 $81688 $87963 $82381 $89279
$1121 $1114  $1144  $1125 $1323 $1185 $1221 $1217,  $1151
$53415 $34676 $31948) $34566, $53524 $48616 $50571 $49999 $37466
$201187  $91756 $70275 $94392 $89947  $98631 $106515 $103184 $96064
$65126 $12448 $10368 $130668  $5841  $9514 $14619 $71380 $12630
$129642 $25244  $170500 $30417) $21601  $31247 $45399 §$37381 $32484
$1226  $1132 $M57  $1143  $1407  $1247  $1314 $1205  $1187
$93435 546429 $41893 $50492 $68726 $72837 $77254 $74972 $58725
$191935 $115088 $86542 $128779 $119727 $132101 $139364 $136017 $130680
6
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Extent of Damage from Hurricanes Katrina, Rita, and Wilma
Counties with over 10 units with major or severe damage, Places with over 100 units with severe damage

MISSISSIPPL
Adams County
Amite County
Attala County
Choctaw County
Claiborne County
Clarke County
Copiah County
Covington County

Forrest County
Hattiesburg city
Forrest County Balance
TOTAL FORREST COUNTY

Franklin County
George County
Greene County

Hancock County
Waveland city
Shoreline Park CDP
Pearlington CDP
Kiln COP
Diamondhead CDP
Bay St. Louis city
Hancock County Balance
TOTAL HANCOCK COUNTY

Harrison County
Pass Christian city
Long Beach city
Gulfport city
Biloxi city
Harrison County Balance
TOTAL HARRISON COUNTY

Hinds County
Holmes County
Humphreys County

Mississippi

EEMA Inspections

Major Severe

Damage Damage
88 161
45 23
19 6|
10 2|
42 18
183 57|
134 34|
346 110
772 188
900 288
1672 474
16 10
652 258
193 69
1947 2434
679 1286
221 550,
254 178
768 396
1737 1249
1569 1994
7175 8087
1126 2287,
1780 1862
7848 3366
6099 3619
4107 2431
20960 13565
532 50
36 7l
1 3]

SBA In: S

Average
Average  Verified Loss

Verified Loss Severe

Major Damage  Darmage
$25038 $54401
$17035 $40096)
$20527 $47314
$29915 $119830,
$18701 $39958
$16670 $58890
$17733 $62150
$22031 $48788
$34320 $74669
$31909 $71324
$33022 $72651
$12304 $38681
$33932 $60807,
$25666 $58527|
$103808 $161152
$107751 $136067,
$120903 $143855
$92181 $135396]
$58680 $206740
$86911 $169563
$78117 $123193
$89757 $149591
$132303 $182739
$75065 $176551
$63035 $142592
$73751 $130825
$57046 $109960,
$69722 $145035
$16474 $79893
$5668 $40680
$16559 $21823

i VEr
Damage

Percent

Census 2000 Occupied Units
Occupied”  with Severe

Units Bamage
13677 0.1%]
5271 0.4%
7567 0.1%
3686 0.1%
3685 0.5%|
6978 0.8%,
10142 0.3%]
7126 1.5%)
16251 1.2%]
10932 2.6%)
27183 1.7%]
3211 0.3%
6742 3.8%
4148 1.7%
2731 89.1%
1649 78.0%
648 84.9%;
782 22.8%
2559 15.5%|
3271 38.2%|
5257 37.9%|
16897 47.9%
2687 85.1%
8560 28.4%
26943 12.5%
16588 18.5%i
15760 15.4%
71538 19.0%
91030 0.1%
7314 0.1%|
3765 0. 1%,

7
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Extent of Damage from Hurricanes Katrina, Rita, and Wilma

Jackson County
St. Martin CDP 478 740, $75861 $17049; 2387 31.0%,
Pascagoula city 5067 2138 $60458 2878 21.6%
Ocean Springs city 1933 571 $64677 6650 8.6%l
Moss Point city 1822 609 $46711 5714 10.7%)
Gulf Park Estates CDP 736 359 $55852 1537 23.4%
Guif Hills CDP 540 178| $62892 2199 8.1%|
Gautier city 1631 679 $54857 4260 15.9%
Escatawpa CDP 428 157 $42678 1310 12.0%i
Jackson County Balance 2859 1344 $48013 13741 9.8%]
TOTAL JACKSON COUNTY 15494 6772 $56332 47676 14.2%)
Jasper County 419 88 $16683 6708 1.3%
Jefferson County 45 18 $20737 3308 0.5%,
Jefferson Davis County 157 40 $16263 5177 0.8%|
Jones County 1391 446 $27823 24275 1.8%
Kemper County 37 9 $17879 3909 0.2%
Lamar County 1079 225 $33262 14396 1.6%|
Lauderdale County 427 106 $17458 29990 0.4%
tawrence County 187 50] $20518 5040 1.0%j
Leake County 15 7 $8282 7811 0.1%
Lincoin County 236 65 $25474 12538 0.5%]
{owndes County 41 2 $19496 22849 0.0%|
Madison County 58 13 $18450 27219 0.0%
Marion County 500 218 $20270 9336 2.3%
Neshoba County 35 16, $40257 10694 0.1%|
Newton County 127 38 $17006 8221 0.5%
Noxubee County 46 13 $10329 4470 0.3%|
Oktibbeha County 25 18 $25829 15945 0.1%
Pearl River County
Picayune city 450 132 $36715 4100 3.2%
Peari River County Balance 1921 772 $42231 13978 5.5%)|
TOTAL PEARL RIVER COUNTY 2371 904 $41184 18078 5.0%]
Perry County 234 85 $23242 4420 1.9%)
Pike County 293 108 $24440 14792 0.7%
Rankin County 154 44 $14145 42089 0.1%)
Scoft County 74 27 $16757 10183 0.3%
Simpson County 198 54 $21672 10076 0.5%
Smith County 67 22| $16818 6046 0.4%
Stone County 773 282 $28694 4747 5.8%)
Walthail County 415 156 $31116 5571 2.8%
Warren County 84 12 $13889 18756 0.1%)
Wayne County 290 97 $23854 7857 1.2%]
Wilkinson County 48 7 $18147 3578 0.2%
Winston County 34 5 $21320 7578 0.1%|

Mississippi 8
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Extent of Damage from Hurricanes Katrina, Rita, and Wilma
Yazoo County | 28 17 $29803 $41969] 9178 0.2%)

i

Mississippi 9
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CURRENT HOUSING UNIT DAMAGE
ESTIMATES

HURRICANES KATRINA, RITA, AND
WILMA

February 12, 2006

Data from FEMA Individual Assistance Registrants and Small Business Administration
Disaster L.oan Applications. Analysis by the U.S. Department of Housing and Urban
Development’s Office of Policy Development and Research.
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Introduction

The Office of the Federal Coordinator for Gulf Coast Rebuilding at the Department of Homeland
Security, in cooperation with the Federal Emergency Management Agency, the Small Business
Administration, and the Department of Housing and Urban Development have compiled data to
assess the full extent of housing damage due fo Hurricanes Katrina, Rita, and Wilma. Detailed
tables on the extent of damage, type of damage, tenure, insurance status, and housing type are
provided for Alabama, Florida, Louisiana, Mississippi, Texas combined and individually.

Detailed tables are also provided for select parishes in Louisiana (Calcasieu, Cameron, Jefferson,
Orleans, Plaquemines, St. Bernard, St. Tammany, and Vermilion), counties in Mississippi
(Hancock, Harrison, and Jackson), and each of Orleans Parish’s 14 Planning Districts.

Summary damage estimates are provided for the 136 counties across the five states that had 10
or more housing units with damage.

Users of these data are advised to review the methodology section. We hope that these data are
helpful as states and local communities plan and implement their long-term recovery strategies.
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Methodology for Assessing Housing Unit Damage due to Katrina, Rita, and Wilma:
February 12, 2006

The estimates of housing unit damage in these tables are largely based on direct inspection of
housing units by FEMA to determine eligibility for FEMA housing assistance. These inspections
were conducted between the time of each of the three Hurricanes and February 12, 2006. Only
occupants of housing units are eligible for FEMA housing assistance. As such, these data do not
reflect other types of damaged housing units, such as pre-disaster vacant units and summer or
second homes.

Because it is possible for multiple individuals to register for FEMA housing assistance for the
same housing unit, these data reflect a complicated set of procedures to identify individual
housing units. For example, if a husband and wife both registered, or if an owner and their
boarder both registered for the housing unit, we only counted the housing unit once.

Definitions
Level of Damage

For most properties, FEMA conftract inspectors make a direct assessment of housing unit
damage. For some of the units impacted by Hurricane Katrina, FEMA did not do direct
inspections, but made some assumed level of damage based on the flood depth of a housing unit
in some portions of Orleans, St. Bernard, and Jefferson Parishes and to a much lesser extent in
some of the flood inundated areas of Mississippi.

FEMA inspects properties to determine eligibility for real property and personal property
assistance. FEMA real property assistance is determined as the cost to make repairs to make
the home habitable. if a home is less than 50 percent damaged, FEMA will provide up to $5,200
in repair assistance for damage not covered by insurance. If damage is greater than 50 percent
FEMA will provide $10,500 in repair assistance for damage not covered by insurance. FEMA will
make similar assessments for personal property damage.

Because FEMA only provides reimbursement at three levels, less than $5,200, $5,200, and
$10,500, this analysis categorizes the inspection results into three categories:

Minor Damage:
« Property inspection finds damage less than $5,200; or
« if no real property inspection, personal property damage of tess than $5,195.76; or
+ If no direct inspection, remote sensing finds water depth of 6 inches to 1 foot (for portions
of Orleans, St. Bernard, and Jefferson Parish); or

Major Damage:
« Property inspection finds damage greater than or equal to $5,200 and less than $30,000;
or

« If real property inspection used the inspection default of $5,200; or

« If no real property inspection, personal property damage of greater than or equal to
$5,195.76 but less than $30,000; or

s If noreal property inspection and personal property used the inspection default of
$5,195.76; or

» If no direct inspection, remote sensing finds water depth of 1 foot to 2 feet (for portions of
Orleans, St. Berard, and Jefferson Parish); or
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Severe Damage:

« Property inspection finds damage greater than or equal to $30,000; or

» If real property inspection used the inspection default of $10,500; or

« [fno real property inspection, personal property damage of greater than or equal to
$30,000; or

« If no real property inspection and personal property used the inspection default of
$10,391.51; or

« If no direct inspection, remote sensing finds water depth of 2 feet or greater (for portions
of Orleans, St. Bernard, and Jefferson Parish); or

Small Business Administration (SBA) Median Verified Loss

A subset of FEMA registrants with real property damage applied to the Small Business
Administration for a loan to assist with repairing their property. If the applicant meets some
income and credit thresholds, SBA will have a contract inspector make a detailed assessment of
the real property loss due to the disaster (referred to as “verified loss”). This assessmentis
generally more precise than the FEMA inspections.

In the tables, SBA Median Verified Loss refers to the median “verified loss” estimate by the SBA
inspectors for units assessed by the FEMA inspector to have either “major damage” or “severe
damage”. This SBA inspection helps provide context as to what “major” and “severe” damage
mean in the local context. That is, “severe damage” due to wind may be different than “severe
damage” due to a storm surge. The SBA data extract was from early January 2006.

Tenure

Owner-Occupied Housing Units & Renter-Occupied Housing Units. When individuals registered
for FEMA assistance, they were asked if they were a renter or an owner. In approximately 10
percent of cases, there was no tenure indicated. These tables assume those individuals not
indicating tenure were owner-occupants.

Type of Damage

These tables break out damage into two categories, homes with any flood damage, and homes
with no flood damage. If a home had flood damage as well as other types of damage, itis
categorized as having flood damage. Most homes without flood damage had damage related to
wind. Flood damage was determined if FEMA inspectors indicated damage was due to flooding
or if the damage estimate was from remote sensing (which based damage on flood depth).

Flood Plain Status

Each housing unit was geocoded to determine if it was in or outside of a FEMA 100-year flood
zone, as determined using Q3 flood maps with flood zone designations of “A” or “V".

Insurance Status

Insurance status was determined by FEMA data if the registrant indicated having hazard or flood
insurance. For a very few cases, there was no information on insurance status and "no
insurance” was assumed,

Structure Type

Structure type is determined using United State Postal Service Delivery Point Bar Code (DBPC).
If DPBC equals the last two numbers of the address, then the unit was categorized as single-
family (one-unit). Generally, units in row houses were considered single-family. If the unit was
not single-family, then it was assumed to be in a multifamily structure (more than one unit at an
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address). The size of the multifamily structure was determined by adding ali registrant housing
units from the same address. In some cases, trailer parks were aiso determined to be
“muitifamily”.

Double Counting

There is risk for double counting in these data. A number of procedures were implemented to
reduce this double counting but some double counting may remain. Those procedures were as
follows:

« Only include records with a FEMA inspection. If remote sensing inspection, only include
cases where a grant was provided or the FEMA data indicate that the owner or renter
had flood insurance.

« [f there were duplicate registrant numbers, then the record with highest FEMA damage
rating is retained

« if there were duplicate records for a single-family property, then the record with highest
FEMA damage rating was retained. If one registrant was owner and other was renter, the
owner was retained. Single-family records were considered to be duplicate for the same
property if USPS zip9 plus DPBC were the same.

« |f there were duplicate records for a multifamily unit, then the record with the highest
damage rating was retained. Multifamily records were considered to be duplicate if the
last name and address were the same.

Undercounting

There is also a risk for undercounting. These data do not count vacant homes or second homes.
They also will not include properties that have not yet had a FEMA inspection, although FEMA
reports that most inspections were completed at the time of the February 12, 2006 extract used
for this analysis. Finally, if an individual did not register with FEMA, their damage would not be
counted.
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December 31,

2007 CDBG Disaster Recovery Expenditare Overview

Total Appropriati

Huomeowners™ Assistance

$5,371,275,000

Category Expenditures Tt gh 12/31/07
Homeowners Assistancs $3,160,000,000 $1,372,538,197

Ratepayer / Windpaol Mitigation $440,000,000 $440,000,000

Public Housing Authorty Assktance §105,000,000 52,101,973

infrastructure $641,675,000 $7,143,922

Economic Devalopmant 650,000,000 82,919,170

Small Rental Program $262,500,000 $131.271

Statis Adriristration $112,700,000 . |86.047,838.

$1,830,882,370

Activity 7 aflosation.” - Expenditines. - ¢

Through 12/31/07 123107
Compensation Granis $1,370.000,000  §1,067,876,893 Planning $6,500,000 $2,629,859
Phase !

Program Administration $31.575.000 3137241
Compensation Grants $700,000,000° .- $180,797,322
Phase i} N 3 7 Emergency Grants 30
Elevation Grants $260,000,000 $0 {mplementation $3.576,822
Program Delivery Costs $180,000,000 $100,533.419 Total Infrastructure
Program Administration $50,800,000 $10,342,251
Fraud Prevertion : 55,000,000 848,812 -
.. Expenditures Through

Code Enforcement $5.000,000 $2,139,400 Py e
Total Homeowniers' $3,166,000.,000 $1,37 Public stmg ngram $100000,000 $1.139,387

Through 12/31/07

Public Utilities Ratepayer $360.000,500
Mitigation

Windpoot Mitigation®. "/ '$80,000¢
Total Ratepayer/ Windpool EEEXIDRTHEECEEIRG R
Mitigation

$360,000,000

" $36,000,000

$5, -$988,57

$2.101.973

Economic Development

Actiity e Alocat Expe i
: 3 . Through 12/31/07

$338,000,000

State Administration

121007,
36,047,838

$112,700,000

Total Administration

$112.700.000 $6.047 838

Economic Dev Grants 32,311,978

Community Revitafization " $225,000000 . 5475730

Planning $10,000,000 $131852
$75000000 7 50

GO Zone: - .

30
$2,919,17¢

Tourism 35,000,000

Totat Economic Development EISUGIRHT

STATE OF MISSISSIPPT
MISSISSIPPI DEVELOPMENT AUTHORITY
Disaster Recovery Division

Please Note: These figuresiare: alt subjéct to HUD éppmval.

Tbe Mississippl Developraent Authority - - Disagter Rmvery mvhmn
d into-any sole soutce with pro-
viding services for the disaster vecovery efforts.

Executive Director - Gray Swoepe
Chief Operating Officer - Fog Mabry
Post Office Box 849
Jackson, Mississippi 39205-0849
HU1-359-3449

Exhibit "H"
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Sun Herald (Biloxi, MS)
2007-12-19
Page: C4

We need numbers about housing that we can crunch with confidence

More than two years after Hurricane Katrina, we are still unable to size up the housing situation
in South Mississippi.

Look at the range of numbers contained in just three recent articles in the Sun Herald:

From October 26: "Housing continues to be an issue and will continue to be because there is
nothing available now," said Talatha Denison of the nonprofit Mississippi Protection and
Advocacy Program.

it and other groups say only 25 percent of $5.4 billion the federal government allotted for recovery
in Mississippi is being spent on low-income residents. The number of rental units planned for
residents on limited incomes falls woefully short of the 13,800 that FEMA estimates were
destroyed by Katrina.

From November 9: Attorney Reilly Morse is a member of the STEPS Coalition, a local group that
advocates fair and affordable housing on the Coast. He said there isn't enough small rental
housing or low-income housing for Coast residents who can't afford to pay rent at apartment
complexes or own a home.

Using figures from FEMA, Morse said more than 80,000 affordable housing units are needed
along the Coast at a cost of about $1.3 billion.

He believes iocal cities and the state aren't doing enough to fix the problem and it's a form of
discrimination. Morse and the STEPS Coalition say affordable housing must be addressed
before federal money earmarked for such is diverted to projects such as improvements at the Port
of Guifport.

From November 17: Katrina damaged or destroyed 134,000 homes and 10,000 rental units in
Mississippi, according to the report by the U.S. Government Accountability Office.

These are hard numbers to crunch
These reports mystify more than clarify.

For instance, how many affordable housing units did Katrina destroy - 10,000 or 13,8007 The
difference is significant.

Page 10f 2
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And whatever the number, when it comes fo replacing them, we need to remember that South
Mississippi needed more affordable housing units before Katrina. Federal money for the
recovery effort is meant to heip restore what we had, it cannot possibly meet unmeet demand.

As for that money, if 25 percent of the $5.4 billion allotted for recovery is being spent on low-
income residents, that's $1.35 billion - which is, supposedly, what is needed.

So why isn't the need being met?
We don't know if any of these numbers are accurate.

We don't know how many people need better housing, and we don't know how much they can
afford to pay and how much should be provided by taxpayers.

What we do know is that tossing around large numbers is beginning to mean less and less.
We need a census.

We need an inventory.

We need an accounting.

Obviously, the housing needs of many pre-Katrina residents of South Mississippi have not been
satisfied.

And just as obviously, no one really knows just how many people we're talking about.

News | Business | Sports | Entertainment | Living | Shop Local | Classifieds | Jobs | Cars | Real Estate
About SunHerald.com | About the Real Cities Network | About the McClatchy Company
Terms of Use | Privacy Policy | Copyright
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FEMA TRrAILER FINDINGS AS OF MAY 16, 2008
-EXECUTIVE SUMMARY-

During interviews with 114 FEMA trailer park residents, the Mississippi Center for
Justice determined that FEMA housing advisers were notifying the displaced storm victims that
they needed to move out of their trailers as soon as possible, generally without providing a
specific deadline or explaining the resident’s housing options. Residents indicated feeling
pressured to move immediately to avoid their belongings being “bagged and tagged” despite the
lack of housing options and potential homelessness they faced. MCJ conducted a survey of ten’
of the fifteen FEMA trailer parks still in existence in Harrison and Hancock counties.

Fifty-five of the 114 residents we spoke with had been told they had to leave their FEMA
trailer park this summer (May-July 2008). Only residents of Coliseum North had received
consistent, uniform confirmation of the park closing in the form of a flyer with the closing date
of June 15, 2008. Fifty-one residents in the parks had been told by a FEMA employee that their
park would be closing. Others had received information by word-of-mouth and news media.

Few residents had any knowledge that FEMA assistance will continue until March 1,
2009. Others were unaware of HUD rental assistance available after March 1, 2009,

Many people were under the impression that if they accepted hotel housing, at the end of
their one-month placement they would no longer be eligible for FEMA housing assistance. Some
residents who planned to move into the hotel or were in the process of moving into the hotel
were concerned about not being home during meal delivery. Some were told if their belongings
were not out of the trailer by May 31, 2008, the door would be locked and trailer destroyed. A
few residents did not know how to apply for FEMA rental assistance or even the option of
FEMA rental assistance instead of hotel placement. Most residents have not been able to find
affordable rental housing that will accept FEMA rental assistance. :

Eighty-seven of the 114 were renters prior to Katrina; eighteen owned homes, two were
renting to own, and seven had other arrangements. The majority of persons interviewed were
employed prior to Katrina. Twenty-nine residents were on disability, and seven had health
problems that did not qualify for disability compensation. Forty-three attributed health problems
to formaldehyde.

Between 2005 and 2008, HUD fair market rents for the Gulfport-Biloxi metropolitan area
have gone up from 33% (efficiency apartment) to 38% (3 bedroom apartment). These increases
are charted below for the period 2001-2008. For lower-income renters, such as those seeking to
leave FEMA trailers, the supply of affordable rental units continuaes to badly lag the remainder of
the housing reconstruction. The latest Rand report notes that “repairs to the single family
(presumably owner-occupied) stock are proceeding more rapidly than the are to the multifamily

! Interviewers with the Mississippi Center for Justice visited ten trailer parks with FEMA issued trailers. The parks
visited included 1) Coliseum North; 2) Fox’s RV; 3) Elizey; 4) Veterans; 5) Frisby; 6) Ray Ladner; 7) Carlos
Ladner; 8) A-1 Trade; 9) Five Star RV; 10) Obert. All of the parks were located in Mississippi.
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{overwhelmingly rental) stock.” “Post Katrina Recovery of the Housing Market Along the
Mississippi Gulf Coast,” p. 43. http://www.rand.org/pubs/technical_reports/TR511/
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Please find enclosed five cases that demonstrate some of the problems FEMA trailer park
residents face on a regular basis.

Kevin Miller

Phone: No phone

Address: 264 Tuxedo St. Unit 254, Biloxi, MS (until June 1, 2007 when park will close); after
that he will be staying temporarily with a friend at 334 Lamiuse St., Biloxi, MS 39530
Current Trailer Park: Obert

Age: 40s

Race: Caucasian

Pre-Katrina Employment: Able Body Labor (before he was mugged in the trailer park)

Kevin Miller has lived in a FEMA trailer at 264 Tuxedo St. in a private park with some
FEMA placements for two years. Mr. Miller was mugged on November 27, 2007 and suffered a
broken leg, concussion, and some broken ribs. Because he had no insurance or money to pay for
medical treatment, he was released from the hospital that very night without being given any
substantial care. He was subsequently denied benefits from the Crime Victim's Compensation
Fund because his hospital records did not reflect any substantial treatment for his injuries. Asa
result, his case was filed as a simple assault, rather than an aggravated assault. Mr. Miller is in
dire need of surgery for his broken leg, but has no means of obtaining medical care.

If a resident living in a FEMA trailer is not financially able to sign a lease for a new
residence, he can qualify for assistance through the CLC program that will help pay a rental
deposit and rent. To qualify for this program, a resident must have a new valid address.
However, Mr. Miller cannot obtain an address for new housing until he signs a lease. To do so,
he needs FEMA's assistance with the deposit and rental price. FEMA, however, won't help him
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until he signs the lease and obtains a new address. Therefore, Mr. Miller is left in a very difficult
situation.

In sum, Kevin Miller has no access to medical care for his various injuries. Furthermore,
since he has been denied access to funds from the Victim's Compensation Program, he cannot
obtain the medical treatment he needs to enable him to find employment. When FEMA residents
are evicted from the Obert Community Park, Mr. Miller will not be physically or financially able
to find another home.

Rodney Bonner

Phone: No phone.

Address: Lot #67, 8095 Menge Ave, Pas Christian, MS 39571
Current Trailer Park: A-1 Trade Park

Age: 76

Race: Caucasian

Pre-Katring Employment: Retired before Katrina

Rodney Bonner is a seventy-six year old FEMA resident of the A-1 Trade Park, Lot #67.
After moving into his FEMA trailer, he suffered a stroke. Mr. Bonner lost some cognitive
functions as well as much of the use of his right arm. As a result of the stroke, Mr. Bonner is
also unable to read and write. He would like to live in a handicap accessible trailer but because
of his disability, is unable to fill out the proper paperwork to qualify for such a trailer. FEMA
has not provided him with a caseworker to assist him with the required paperwork.

Some time ago, a tree fell on Mr. Bonner's trailer, causing it damage. FEMA has not
responded to repeated requests for repair. As a result, water leaks through the trailer every time
it rains. Mr. Bonner does not know where he will go when the time comes to leave his FEMA
trailer.

Mr. Bonner has no phone or emergency contact information.

Rodney Gonzalez
Phone: (901) 482-8704

Emergency Contact: (228) 380-8704

Address: Lot #12, 9280 Canal Road, Gulf Port, MS 39503
Current Trailer Park: Frisby

Age: Approx. 45

Race: Hispanic

Pre-Katrina Employment: Receiving Disability

Rodney Gonzalez is a resident in the Frisby FEMA trailer park. He receives disability
benefits for a work-related injury. Mr. Gonzalez believes that this injury has caused damage to
his nerves and head. He recounts driving to run errands and then waking up in Texas or
Louisiana. He is currently unable to get his medications because he has trouble traveling to the
drugstore.
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Mr. Gonzalez lives with his daughter and two grandchildren. His daughter currently
works at Wendy's, and his grandchildren are both under the age of three. He was told that he
could go to a hotel after his trailer park closes, but FEMA would only assist his rental cost for a
maximum of one month. He was told that after the time he would be entirely responsible for all
of his expenses. Mr. Gonzalez fears bringing his family to one of the FEMA contracted hotels
because there have been reports of sexual crimes and drug use and sale.

Mr. Gonzalez was told that there are other catastrophes in need of FEMA assistance and
that there is no money left for people living in the FEMA trailer parks. His most recent FEMA
case worker told him that he needs to leave immediately. The case worker provided him with a
list of rental properties for him to visit. However, he is physically unable to drive to visit these
properties.

Rex Puckett

Phone: (228) 596-4420

Address. Lot #127, 190 B Beauvoir, Biloxi, MS 39531

Current Trailer Park: Fox

Age: 41

Race: Caucasian

Pre-Katrina Employment: Worked in maintenance and going to school for cosmetology

Lives/d at Fox's since September 2005. Single Parent - w/m. Referred to Harrison long-
term care.

Rex Puckett is a single father of two infants. His wife died during childbirth, leaving him
alone with the children. Mr. Puckett's trailer is next to the train tracks and the noise caused by
the passing trains frequently wake his children at night.

Mr. Puckett is unable to leave his children to seek employment because he cannot afford
childcare. His financial problems have also limited his search for affordable housing options for
when the park closes. Mr. Puckett fears that FEMA will shut down the trailer park in a month
and he and his children will be left homeless.

Diane Shields

Phone: (228) 229-6429

Emergency Contact: (228) 223-9649

Address: Lot #37, 1824 Popps Ferry Road, Biloxi, MS

Current Trailer Park: Ellzey

Age: Approx. 45-50

Race: African American

Pre-Katring Employment. Nurse (earning $45,000/yr. No longer employed)
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Diane Shields lives in a FEMA trailer with her husband and two children; her daughter is
now pregnant. Her husband has lung problems, and they all experience upper respiratory
problems, headaches, dizziness, and a general lack of appetite. Ms. Shields previously was
renting-to-own a house and working as a nurse. She is now unemployed.

FEMA has not given her an exact date as to when her trailer park will close. However,
when a Coastal Electric worker came to shut off her power a few weeks ago, he informed her
Ms. Shields that FEMA was closing the park and all power would be cut by June 30th 2008.

After Katrina, Ms. Shields bought a house for $23,000 and a lot for $10,000 but a
housing scam and a $5,000 bill from the city to install a septic tank have stalled her plans to
settle into her new home. A grant Ms. Shields received from United Methodist Church failed, as
well. She was initially approved for a MEMA cottage 8 months ago but has since been denied.
Shields will not qualify for HUD housing and is uncertain as to her and her family's future
housing plans.
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MEMORANDUM
2/8/08, revised 2/19/08

TO: Gail Laster, House Financial Services Committee
FR: Debby Goldberg, Hurricane Relief Project, National Fair Housing Alliance
Deoldberg(@nationalfairhousing.org; (202) 898-1661

RE: Fair housing issues in Mississippi

Summary

The National Fair Housing Alliance (NFHA) believes that Mississippi is not meeting its
obligation to affirmatively further fair housing with the Community Development Block Grant
(CDBG) disaster recovery funds it received after Hurricanes Katrina and Rita.

From the beginning, in the Action Plans submitted to HUD, Mississippi stated that housing was
the number one need for the recovery. Given the fair housing mandates of CDBG, part of the
State’s analysis should have been how it would meet the housing needs of members of classes
protected under the Fair Housing Act. These fall into two categories: the rebuilding assistance
needs of homeowners who are members of protected classes; and, since so many members of
protected classes were renters, the rebuilding and restoration of rental housing, particularly
affordable rental housing.

For a significant share of its CDBG disaster recovery funds, Mississippi has requested, and HUD
has granted, a waiver from the requirement that at least 50% of the funds benefit low and
moderate-income people. This is already a reduction from the usual standard of 70% of the
funds benefiting low and moderate-income benefit. Mississippi is the only state to have
requested such a waiver. According to the reports the State has filed with HUD, approximately
23% of its CDBG disaster recovery funds are allocated to programs targeted to meet the low
and moderate-income benefit. Because of the distribution of protected classes under the Fair
Housing Act in the affected areas, we believe the State is violating the fair housing portion of the
statute.

In addition, the disaster recovery program to which Mississippi has allocated the largest amount
of funding is the Phase I Homeowner Assistance Program. This program was designed to
compensate the uninsured losses of homeowners who lived outside the flood plain and had
homeowners insurance but not flood insurance. We have requested from the State detailed
information on the applications filed for this program — including information on the race and
ethnicity of the homeowners — but have not yet been able to obtain this information.

This memo summarizes information about coastal Mississippi with respect to members of
protected classes who lived there before Hurricane Katrina, and examines the fair housing
implications of the State’s plans for expending its federal Community Development Block Grant
(CDBGj) funds. The statute requires jurisdictions receiving CDBG funds to use these funds to
“affirmatively further fair housing.” In the case of the funds appropriated for recovery from
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Hurricanes Katrina and Rita, Congress authorized HUD to waive various other CDBG
requirements, but expressly withheld from HUD the authority to waive the fair housing mandate.

Key Facts and Figures

People of color made up approximately % of the population in coastal Mississippi prior to
Hurricane Katrina

In general, white households in coastal Mississippi tended to have median incomes above the
median for each county, while households of color had median incomes below the median.
Black households had the lowest median incomes, 71% or less of the county median in all
three coastal counties.

Approximately 2/3 of the area’s pre-Katrina housing stock was owner-occupied, and nearly
1/3 was renter-occupied.

Mississippi has devoted only $500 million of its $5.4 billion CDBG funds to the restoration
of rental housing stock (including public housing), and virtually none of those funds has been
disbursed to date. It recently announced plans to move an additional $100 million from other
housing assistance into work force housing.

Rental housing is a critical resource for members of classes protected under the Fair Housing
Act, since Census figures prior to the storm show that they were more likely to be renters:

¢ White households were least likely to be renters, with 16% of white households
renting their home in Hancock County, 19% in Harrison County, and 20% in Jackson
County

o African-American households were much more likely to be renters: 35% in Hancock
County, 21% in Harrison County, and 46% in Jackson County.

« Hispanic households were even more likely to be renters: 36% in Hancock County,
62% in Harrison County, and 54% in Jackson County.

* Asian-Americans had the highest percentage of renters: 50% in Harrison County and
34% in Jackson County. The Census reported no Asian households in Hancock
County.

e 42% of female-headed houscholds were renters, compared to 31% of the population
overall.

¢ 36% of families with children were renters, compared to 29% of households without
children. In Harrison County, 42% of houscholds with children were renters,
compared to 35% of households without children.

Even the programs designed to compensate homeowners for their losses fail to serve the
needs of minority homeowners adequately. Many homeowners of color lived in areas that
suffered damage from wind but not storm surge. These homeowners were excluded from the
State’s CDBG-funded programs.

Members of Protected Classes in Coastal Mississippi’

The Mississippi Gulf coast comprises three counties. Moving from west (on the Louisiana
border) to east (on the Alabama border) these are Hancock, Harrison, and Jackson counties.
Harrison County, where Gulfport and Biloxi are located, has the largest population.

! Figures cited in this memo are derived from the 2000 Census.
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According to the 2000 Census, the total population of the three coastal counties was 363,988:
42,967 in Hancock County, 189,601 in Harrison County, and 131,420 in Jackson County.
Approximately Y% of the residents in these counties prior to Katrina were members of racial or
ethnic minority groups: African-Americans, Asian-Americans and Hispanics, with the greatest

concentration of these groups living in Harrison County.

Table 1. Racial and Ethnic Composition of Population in Coastal Mississippi

County | Total White | % Black | % Asian | % Hispanic | %

Pop. Pop. White | Pop. Black | Pop. | Asian | Pop. Hispanic
Hancock | 42,967 | 32,229 1 75% 3,076 7% | -- - 571 1%
Harrison | 189,601 | 141,548 | 75% 141,030 22% | 5906 ] 3% {4,820 2.5%
Jackson | 131,420 | 100,345 | 76% | 27,510 | 20.9% | 2,477 | 1.8% | 2,681 2%
Total 363,988 | 274,122 | 75% | 71,616 | 19.6% | 8,383 2% | 8,072 2%

Racial and ethnic minority houscholds were, to a very large degree, low and moderate-income —
the very people whom CDBG is intended to benefit. Data from the 2000 Census indicates that in
all three coastal counties, white households had median incomes higher than the county median.
In most cases, minority households had much lower median incomes. This was particularly true
for Black households, whose median incomes were well below 80% of the county medians. The
sole exception to this pattern was Asian-American households in Jackson County, whose median
income exceeded the county median. Table 2 provides detailed data on median income by race

and ethnicity.

Table 2. Median Income by Race & Ethnicity as a Percentage of County Median Income

Hancock Harrison Jackson
County County County
Household median income (1999) $35,794 $35,624 $39,118
White household median income (1999) $ 35,794 $ 38,150 $ 41,650
White household median income as % 102% 107% 106%
county median income (1999)
Black household median income (1999) $23,843 $ 25,367 $27,412
Black household median income as % 68% 71% 70%
county median income (1999)
Asian household median income (1999) -~ $32,101 $43,403
Asian household median income as % - 90% 111%
county median income (1999)
Hispanic household median income (1999) | § 22,353 $33,494 $32,336
Hispanic household median income as % 63% 94% 83%
county median income (1999)

The Census indicates that before the storm, there were 136,111 occupied housing units in the
three coastal counties. Of these, 69% were owner-occupied and 31% were renter-occupied.
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Thus, rental housing was an important component of the housing market in the area. Figures for
each county are shown in Table 3.

Table 3. Distribution of Housing Units by Tenure in Coastal Mississippi

County Occupied Owner- % Owner- Renter- % Renter-
Housing Occupied Occupied Occupied Occupied
Units (total) | Units Units

Hancock Co. | 16,897 13,457 80% 3,440 20%

Harrison Co. | 71,538 44,845 63% 26,693 37%

Jackson Co. | 47,676 35,548 75% 12,128 25%

TOTAL 136,111 93,850 69% 42,261 31%

Members of classes protected under the Fair Housing Act were more likely to be renters than
were their white counterparts, as illustrated in Table 4, below. This was particularly true for
Hispanic and Asian-American households in all three counties. It was also true for Black
households in Hancock and Jackson Counties. Only in Harrison County did the percentage of
Black households who are owner-occupants come close to that of white houscholds, and even
there Black homeownership lagged behind that of whites.

Table 4. Tenure of Protected Classes in Coastal Mississippi

Hancock Harrison Jackson
County County County
‘White-occupied units (total) 7,872 97,992 36,987
% owner-occupied 84% 81% 80%
% renter-occupied 16% 19% 20%
Black-occupied units (total) 1,478 47,898 8,672
% owner-occupied 65% 79% 54%
% renter-occupied 35% 21% 46%
Hispanic-occupied units (total) | 153 1,424 759
% owner-occupied 64% 38% 46%
% renter-occupied 36% 62% 54%
Asian-occupied units (total) - 1,153 468
% owner-occupied -- 50% 66%
% renter-occupied -- 50% 34%

Similarly, female-headed households were more likely to be renters than married couples or
male-headed households, as shown in Table 5. In coastal Mississippi as a whole, 42% of female-
headed households were renters, compared to 25% of other households.
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Table 5. Tenure of Households by Sex in Coastal Mississippi

Married Couples and Male- Female-headed Households
headed Households
County Owners (#, %) | Renters (#, %) | Owners (#, %) | Renters (#, %)
Hancock 10,048 (84%) | 1,919 (16%) | 2,886 (71%) | 1,172 (29%)
Harrison 31,961 (69%) | 14,480 (31%) | 11,205 (54%) | 9,616 (46%)
Jackson 27,306 (81%) | 6,449 (19%) | 7,384 (61%) | 4,637 (39%)
Total 69,315 (75%) | 22,848 (25%) | 21,475 (58%) | 15,425 (42%)

Families with children were also more likely to be renters than owners, as illustrated below.

Table 6. Tenure of Households with and without Children in Coastal Mississippi

County House- House- | % Y% % %
holds holds Households | Households | Houscholds | Households
w/Children | w/o w/Children | w/Children | w/o w/lo
Children | that Rent that Own Children Children
that Rent that Own
Hancock 5,310 11,587 | 25% 75% 18% 82%
County
Harrison 24,005 47,533 | 42% 58% 35% 65%
County
Jackson 17,788 29,888 | 30% 70% 23% 7%
County
Total 47,103 89,008 36% 64% 29% T1%

Damage to Housing Units from Katrina

The winds and storm surge from Katrina devastated communities across the entire Mississippi
Gulf Coast, and high winds and tornadoes caused damage far inland. Much of the worst of the
damage was concentrated in Harrison, Hancock and Jackson Counties, along the coast. FEMA
estimated that 65,380 homes were damaged or destroyed in South Mississippi, and more than
half a million Mississippians applied for assistance from FEMA — more than one in six of the
state’s residents.
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Rental housing was particularly hard hit. The Rand Corporation Gulf States Institute studied the
extent of the damage. Among its key findings:

e 47,013 small rental units were damaged, including 42,187 single family rentals

¢ 15,457 multi-family units were damaged, including 7,081 with major or severe damage

e 37,105 units affordable to very low income families were damaged, including 11,914
with severe damage or completely destroyed

Federal Assistance

$5.4 billion in Community Development Block Grant (CDBG) disaster recovery funds have been
allocated for Mississippi through two Congressional appropriations intended to help the region
recover from the hurricanes of 2005. In broad terms, Mississippi plans to spend these funds as
follows:

Program Funding Level
Phase ] Homeowner Assistance Grants $1.715 billion*
Elevation Grants $ 250 million*
Utilities/Wind Pool Rate Mitigation $ 420 million*
Infrastructure $ 586 million*
Economic Development $ 340 million*
Community Revitalization $ 300 million*
Port of Gulfport Expansion $ 600 million
Phase Il Homeowner Assistance Grants $ 750 million
Small Rental Program $ 250 million
Public Housing $§ 100 million
Work Force Housing $ 150 million

Asterisks indicate programs for which Mississippi has asked, and HUD has granted, a waiver
from the requirement that at least 50% of the funds benefit low and moderate income people.
This is a reduction from the usual 70% standard for low and moderate-income benefit.
Mississippi is the only state to have requested such a waiver. According to the reports the State
has filed with HUD, a mere 23% of its CDBG disaster recovery funds are allocated to programs
targeted to meet the low and moderate-income benefit requirement. As of September 30, 2007,
only 13% of its total CDBG disaster recovery expenditures have actually benefited low and
moderate-income people. Given the large numbers of members of protected classes who are low
and moderate-income, this raises serious fair housing concerns.

Equally important from a fair housing standpoint, Mississippi has not allocated sufficient
funds to rebuild its rental housing stock, including rental housing affordable to low- and
moderate-income people. A comparison of the state-wide estimates of units damaged and the
number of units expected to be repaired or restored through the CDBG-funded programs
currently in place shows a substantial gap:
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Units Damaged Units Replaced Net Loss of Units
w/CDBG
Small Rental 47,013 6,000 41,103
Multi-family Rental | 15,457 5,753 9,727
Very Low-Income 37,105 5,730 31,375
Rental

Since members of protected classes are more likely than others to be renters, this use of the
CDBG funds jeopardizes their ability to find housing that meets their needs, now and in the
future It also calls into question Mississippi’s compliance with the requirement that CDBG funds
be used to “affirmatively further” fair housing. In order to meet this requirement, restoring the
rental housing stock that was lost in the storm must be a top priority. So far, it clearly has not
been.

Assistance for Homeowners

The disaster recovery program to which Mississippi has allocated the most funding is the Phase I
Homeowner Assistance Program, designed to compensate the uninsured losses of homeowners
who lived outside the flood plain and lacked flood insurance. We have requested from the State
detailed information on the applications filed for this program — including information on the
race and ethnicity of the homeowners — but have not yet been able to obtain this information. As
a result, we cannot be confident that it has served members of classes protected under the Fair
Housing Act.

One important class of homeowners was excluded from assistance under both the Phase I and
Phase I Homeowner Assistance programs: those whose homes suffered damage from wind but
not storm surge. The topography of the region and the geographic distribution of population by
race suggest that this policy is likely have a disparate impact on homeowners of color. Take, for
example, Harrison County, where raised railroad tracks divide the county from east to west a few
miles in from the coast. According to local accounts, these tracks served as a natural levy,
stopping the storm surge in many areas. The tracks also divide the county along racial lines,
with many African-American homeowners residing to the north (inland) of the tracks. In
contrast, the areas south of the tracks are more heavily white. Many of the homes north of the
railroad tracks were damaged by wind, but not by storm surge. Unlike their counterparts to the
south, these homeowners have received no compensation for their losses from the State.

Conclusion

In sum, the design of the homeowner assistance programs, the scarce funding devoted to
restoration of rental housing, and the repeated requests for waivers from the 50% low and
moderate-income benefit requirement all have disparate impact on members of protected classes.
It is for this reason that the National Fair Housing Alliance believes that the State is not meeting
its obligation to affirmatively further fair housing. Furthermore, HUD could be violating its own
obligations by granting the waivers allowing Mississippi not to serve low- and moderate-income
families.
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- www.anscenterfogjustice.org

A Mississippi Nonprofit Corporation
August 7, 2007

Gray Swope, Exccutive Director
Mississippi Development Authority
Post Office Box 849

Jackson, Mississippi 39205

Dear Sir:

Enclosed please find a request for public records.

The Mississippi Public Records Act requires you to respond to this request within 14
working days from the date of this request.

If the MDA requires a fee deposit in order to comply with this request, please
immediately advise me in writing of the amount of the deposit and form of pay

If you withhold some or all of the requested d ts, Mississippi Code § 25-61-5(2},

_uires you to provide a written statement specifying the basis for your contention that
any such withheld records are exempt.

If any exemption that you assert applies to only 2 portion of the records, then you must
separate the exempt records or portions thereof and make evailable the non-exempt
remaining records or portions thereof. Miss. Code Ann. § 25-61-%(2).

Please direct any questions regarding the enclosed request to me. Thank you for your
attention to this matter and with regards, I am,

Very Truly Yours,

/@6 '»//c .émk_..

Reilly Morse
Mississippi Cehter for Justice

BOAKD OF DIRECTORS  Fred L. Banks, Jr., Chair + Robert B. McDuff, Vice Chair + Swanne C. Keys, Secmtary
saac K, Byrd, Jr., Treasuzer « Carol Burnett + Stacy Ferraro * Deborah McDonald « Bob Owens + }. Brad Pigott + Carhion W, Reeves
ARYRER SARNITING S4B v Yoder + Martha i

_eg F{V'u; l}IG‘H:r§ Dezp South affiliate of the Lawyers' Commitiee for Civil Righss Under Law
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MISSISSIPPI DEVELOPMENT AUTHORITY
Public Records Access Report

Name of Requesting Party: Mississippi Center for Justice
Address: 974 Division Street, Biloxi. Mississippi, 39530
Telephone No.; 228-435-7284

Nature, Location and Description of Record(s) Sought:

1. Any public records containing the information on applicants to the Phase I or
Phase Il Homeowner Assistance Program, including applications for Elevation
Grants, as specified below.

a. The natare of the records to be copied are public records as that term is
defined in the Public Access to Public Records Act, Miss. Code Ann. §25-
61-3(b) Definitions.

b. The location of the public records to be produced for inspection are all
public records in the possession custody or control of the Mississippi
Development Authority and/or the State of Mississippi.

c. The description of the public records to be produced for inspection is the
following information :

i. All quarterly reports from the State to HUD (required to be
submitted no later than 30 days following each calendar guarter),
as submitted using the online Disaster Recovery Grant Reporting
system or otherwise, including detailed information about the uses
of grant funds, such as “the project name, activity, location, and
national objective; funds budgeted, obligated, drawn down, and
expended; . . . beginning and ending dates of activities; and
performance measures such as numbers of low- and moderate-
income persons or households benefiting,” 71 Fed. Reg. at 7668-
70;

ii. data recorded through that recordkeeping system, including "data
on the racial, ethnic, and gender characteristics of persons who are
applicants for, participants in, or beneficiaries of the program,” 71
Fed. Reg. at 7670."



STATE OF MISSISSIPPI
HALEY BARBOUR, GOVERNOR
MISSISSIPPI DEVELOPMENT AUTHORITY
GRAY SWOOPE
EXECUTIVE DIRECTOR

August 23, 2007

Reilly Morse

Mississippi Center for Justice
974 Division Street

Biloxi, Mississippi 39530-2960

Re:

Phase I and Phase I of Homeowner Assistance Program

Dear Mr. Morse:

This letter is being sent within the fourieen (14) working day period provided in the
policies of MDA to respond to your written request “for any public records containing the

formation on applicants to the Phase I or Phase Il Homeowner Assistance Program,
“mchuding applications for Elevation grants”. Enclosed herein is the information that

MDA has which is responsive to your request.

1 Inresponse to your request No. 1, this agency, after a review of the available

documents has determined that it has located four quarterly reports that are in
our possession. The Mississippi Public Records Act of 1983, codified at
Section 25-61-1 et seq., Mississippi Code of 1972 as amended, requires us to
collect fees for the costs of duplicating such public records. These quarterly
reports, approximately 185 pages may be obtained froin the state at an
estimated cost at .25 per page for a cost of $46.25 plus postage of 1.65 totaling
$47.90. These quartetly reports may also be located and printed at no cost
from the Federal Register.

In response to your request No. ii. regarding “data on the racial, ethnic, and
gender characteristics of persons who are applicants for, participants in, or
beneficiaries of the program,” this agency, after a review of the record
keeping systems, has determined that there are over 19,000 individual files for
Phase I and over 7,500 for Phase II, which will have to be reviewed and
protected before production,

POST OFFICE BOX 849 - JACKSON, MISSISSIPPI 392050849
TELEPHONE (601) 359-3449 + FAX (601)359-2832 - www.mississippi.org
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VI i S S i s S i P Pi 736 N, CONGRESS ST. (38202) RATRINA RECOVERY OFFIC
: P. 0. BOX 1023 974 Division Streer.

~ E N TE R JACKSON, MS 39215-1023 Biloxi, MS 39630-2060

~d 601-359-2269 226-435-7284

LQ“ J U S T I C E itvxf::‘s—is:::fijmlice.nrg it

A Mississippi Nonprofit Corporation

August 27, 2007

Melissa Medley, CME

Mississippi Development Authority
Post Office Box 849

Jackson, Mississippi 39205-0849

Re: Public Records Request : Phase I and 1T of Homeowner Assistance Program
Dear Ms. Medley:

With respect to the first request, I will have a check delivered tomorrow in the
sum of $46.25. Please call me at (228) 435-7284 when the materials are ready for pick-
up. I will have someone in my Jackson office come by to get it.

With respect to the second request, I would like clarification about the form in
which the data would be provided. Would you please describe for me the way in which
the end product would be presented?

Sincerely,

S, 7
’K&( / / T R—
Reilly Morke

Equal Justice Works Katrina Legal Fellow
Mississippi Center for Justice

BOARD OF DIRECTORS Fred L. Banks, Jr, Chair « Robert B. McDuft, Vire Chaoir » Suzanne G. Keys, Secretary
aac K. Byrd, Jr., theasurer + Carol Burnett + Stacy Ferraro - Deborah McDouald + Bob Owens » J. Brad Pigott + Carlton W. Reeves
Warren Yoder + Martha Bergmark, Pmsident

LAWERRE! SERNIETRS PO

CIVIL RIGHTS  pesp South afftinte of the Laupers’ Gommites for Gieil Rights Under Lo
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STATE OF MISSISSIPPI
HALEY BARBOUR, GOVERNOR

MISSISSIPPI DEVELOPMENT AUTHORITY
. GRAY SWOOPE
EXECUTIVE DIRECTOR

September 6, 2007

Reilly Morse

Mississippi Center for Justice
974 Division Street

Biloxi, Mississippi 39530-2960

Re:  Phase | and Phase 1T of Homeowner Assistance Program
Dear Mr. Morse:

This letter is a written response to your request for clarification about the structure in which the
data would be provided to you.

For ad hoc reporting in response to your request for “data on racial, ethnic and gender
characteristics of persons who are applicants for, participants in or beneficiaries of the program,”
the state would prepare a report showing the total number of applications received from Phase 1
1Phase IT of the homeowner programs. From the total applicant pool, we can show:

* The number of non-reporis

» The number of those who reported

» The totals by race, gender and ethnicity

This data would be presented to you in the form of a report reflecting these aggregate totals by
county.

Again, since this information was not required by HUD and was provided voluntarily, we bave
not tracked this data and cannot, at this time, give you a number of the respondents who
completed these data fields without initiating ad hoc reporting. For ad hoc reporting, the State
estimates 16 hours at a fee of $120.00 per hour totaling $1,920.

If this office can be of further assistance to you or if you should have any questions, please do not
hesitate to cont me at 601-359-3041.

POST OFFICE BOX 849 - JACKSON, MISSISSIPPI 39205-0849
TELEPHONE (601} 359-3449 - FAX (601) 359-2832 - www.mississippi.org
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U. 8. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, D.C. 20410-0001

TV n
THE SECRETARY M5 2008

The Honorable Haley Barbour
Governor of Mississippi

P.O. Box 139

Jackson, MS 39205-0139

Dear Governor Barbour:

On December 12, 2007, the Department of Housing and Urban Development received the
State of Mississippi’s Amendment 53, Port of Gulfport Restoration Program. In accordance with
our regulations, the plan has been reviewed for completeness and consistency with the purposes
of the Cranston-Gonzales National Affordable Housing Act (NAHA) 42 U.S.C. 12708. HUD’s
acceptance of this amendment is in keeping with the nature of the disaster recovery supplemental
Community Development Block Grant (CDBG) program for the hurricane-ravaged Gulf Coast.
As designed by Congress, the statute relegates decision-making for setting priorities and specific
program design for these CDBG dollars to the States themselves. The Congressional language
associated with these CDBG funds allows me little discretion and, therefore, the Mississippi
Development Authority (MDA) may reprogram the $600 million originally intended for the
Homeowners Assistance Program to be used for the Port Restoration Program.

Although economic development is important and the Port expansion will create jobs and
serve as a significant regional economic driver, I remain concerned that this expansion does
indeed divert emergency federal funding from other more pressing recovery needs, most notably
affordable housing. To that end, I was pleased to learn that just this week you announced an
additional $100 million to be reprogrammed to address the critical housing needs of low- and
moderate-income households in the Gulf region of Mississippi. This additional $100 million
brings the State of Mississippi’s total financial obligation to affordable housing to over
$615 million. Iconsider this $100 million commitment a responsible and prudent expense of
prioritizing federal funds to meet the most pressing hurricane-related needs. I'm sure that you
share my concern that there may still be significant unmet needs for affordable housing, and I
strongly encourage you to prioritize Gulf Coast housing as you move forward.

www.hud.gov espanol.hud.gov
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My staff and I look forward to continuing to work with you to achieve long-term
recovery and rebuilding in Mississippi. If you or any members of your staff have any questions
regarding this matter, do not hesitate to contact Nelson R. Bregdn, General Deputy Assistant
Secretary for Community Planning and Development, at (202) 708-2690.

Sincerely,

Whovo i

Alphonso Jackson
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BUDGET REQUEST FOR FISCAL YEAR ENDING JUNE 30, 2009

936-00

Mississippi State Port Authority at Gulfpert__P.O. Box 40, Gulfport, MS 39502 Donald R, Allee
AGENCY. DDRESS CHIEF EXECUTIVE OFFICER
- Requested
“‘;‘i,;_‘;g;’;‘“ E*‘“"‘;‘;ﬁ;,";’;‘“ “‘;:‘;‘;;;‘;‘ fncstase (0 o Dcrease ()
June 30, 2007 June 30, 2008 hune 30, 2009 o 3vy ol 3y
I. A. PERSONAL SERVICES
}. Salaries, Wages & Fringe Benefits {Base} 3,172
2. Additionat Cx i :
b. Proposed Vacancy Rate (Dollar Arvount) i
<. Pet Diem 12,000
Total Salaries, Wages & Fringe Benefits 1,867,121 2,965.172 2737008 (281720
vl (in:State) 1951 18,350 75000 (
b, Travel & (Ourof Szt 14,499 62,700 40,000, (
¢ Travel & (Out-of-Country} 9,724 34000 22,5000 ¢ 58.31%
otal Travel 26,174 135,050 70,0000 ( 65,050) 48.16%
. CONTRACTUAL SERVICES (Schedule B):
a. Tuition, Rewards & Awards 4,137 4,708 6,000 1,292 2744
b. Ce § & Utilities 202,019 286,157 2150001 ( _ 71,157) {24.86%
c. Public 35,019 25,170 50,000 24,830 9864
4 Rents 235,068 147,179 195,500 43321 3283
 Repains & Service 186,098 228816 45,09@{ (__183.816) (_80.33%
. Fess, Professional & Other Services 1,769,617 860,800 1,400,000 539,201 6263
. Other Contractual Services 1816811 1,500,000 1,600,000 100,00 6.66
h. Data Processing 12,986 17,923 16,000 { 1,923)] { 1672%
i Other
| Tota! Contractual Services 4,265,755 3,070,753 3,527,500 456,747, 14.87
C. COMMODITIES (Schedule C):
a & Construction Materials & Supplies 35,303 3,207 35,000 31,793 9913
. Printing & Office Supplices & Materials 41,333 45,766 56,000 4,294 [X]
. Equipment, Repair Parts, Supplies & Accessories 45,307 41,551 45,000 3,449, ]
d_ Professians! & Scientific Supplies & Materials ] 53 560, a7 3433
. Other Supplics & Materials TI8.107 TE588 0,000 {18,988} 24.03%
__Totai Commadities 243,949 169,505 199,500/ 20,995 1238
D. CAPITAL OUTLAY:
1. Total Other Than D-1) 18,598,612 38,735,000 57,650,000 18,915,000 48.83%
2. Equipment (Schedule D-2):
b. Road Machinery, Farm & Other Working Bquipment 100,000 200,000 100,000] 109.00
<. Office Mashings, Fumiture, Fixtures & Equipwent 2,313 20,000 56.000] 40,000, 200,00
4. IS Equipment {Dats Processing & i 11,205 84,000 87,500 3,500] 4.16
. Equipment - Least Purchase 500,000 900,000 400,000} 30.00
T Gther Equipment 11,479 40,000 67,500 27.500] 6875
Total (Schedule B-2) 24,997 744,000 1,315,000 571,000 76.74%
3, Vehicles D-3) 50,000 38,000 (12,009 (24.00%
4. Wireless Comm., Devices (Scheduie D-4) 375 6,600 1,600 { d,dﬂ (. 73.33%
F. SUBSIDIES, LOANS & GRANTS (Schedule E): 3,138,745 3,220,300 3,249,390] 29,090 0.90%
'TOTAL EXPENDITURES 28,165,728 49,095,780 48,778,990 19,683.210] 40.09%
11. BUDGET TO BE FUNDED AS FOLLOWS:
Cesh Balance-L 81,756,822 82,353,592 748570921 (7,496,500 (9.10%
General Fund General Furd Lapse Below)
| FederaiPunds = Guner Funds (Specify)
Tor Operations £,008.771 8,609,280 11,143,544 2,444,264 2869
Tax Levy 861,416 9 900,000
Interest & Other 3,637.42 2,000,000 800,000] 1,200,000 G0.00%
tnsurance & Grants 16,254,886 30,000,000 (30,000,000, (_100.00%
Less: Estimated Cash Avaitable Next Fiscal Period { 82,353,597 ( 74857.090 0 _ { 18921646} { 55935446 {_7472%
[ TOTAL (same as total of A through E above) L 28,165,728 49,095,780 68,778,990 683,21 0.09%
GENERAL FUND LAPSE
111, PERSONNEL DATA
Number of Positions Authorized in Appopriation it a.) Full Perm 30 55 48 < 7 (12.712%
©.) Full T-t
<) Part Perm.
dyPat T-L 1
Averape Annual Vacancy Rale (Percentape! ) Full Perm
by RATL .
LT PR Perm. 7
T LT TN e
D o £SF
Approvedby: ___ kenwood 5. Sawyer, Jr. Submitted by: _Donald K. Allec £ b { / L L
Official of Board or Commission Name y
Budget Officer: _Mary 1. Bourdin / i @§hinmsnn.com Fitle: Executive Director & CEQ
Phone Number. _(228) 865-4300 Date: July 31, 2007
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Name of Agency _Mississippi State Port Authority at Guifport

memt g e a s

Cansolldate Funding
Sources to Ne More
Than Six acd List

FY 2007
Actual
Amouut

% Of
Total
Budget

FY 2008
Estimated
Amount

% Ot
Line
Hem

*% OF

FY 2009
Reguested
Amount

1. Genenal

Other (Specity)

Port Operstions 1,867,121

100.00%;

2,965,172

100.00%]

2,737,000

. Interest & Other

3.
4. Tox Levy
5
6

. Insursnce & Grants

8

Total Salaries 1,867,121

6.62%

2,565,172

2,737,000

General

T

. Fedesal

Other (Specify)

Part Operations 26,174

100.60%]

135,030

100.00%

70,000

Tax Levy

Interest & Other

o fw fa e o ]m

Insurance & Grants

Totai Travel 26,174

135,050

70,000

. General

er (Specify)

. _Port Operations 4,265,755

100.00%

3,070,753

3,527,500

. Tax Levy

3

4

5. Taterest & Other

6. _insurance & Grants

Totat Contractuat 4,265,755

3,070,753

3,527,500

Other (Specify)

243,948

169,508

190,500

. Tax Levy

3

4

5. Interest & Other

6. Insurance & Graats

Tatal Commodities 243,949

169,585

190,500

General

i
|2, Federal

Other {Specity)

3. _Port Openations 17,238,516

38,735,000

57,650,000 11 60.00%

4. Tax Levy

5. _tmerest & Other 1,360,096

6. Insurance & Grants

Total Other Than Equipment

18,598,617

38,735,000

57,650,000

1. General

78.89%|

2. Federal _

Other {Specity)

3, _Por Operations 24,997

744,000

&%

100.00%}%:

1,315,000

Tax Levy

5. Interest & Other

6. Insurznce & Grants

Total Equipment 24,997

744,600

1,315,000

1. General

1.51%

Oftier (Specify)

3. Port Operations.

|4 Taxlew

50,000

38,000

5, lmerest & Other

| 6. Insunnce & Grants
Total Vehicles

50,000

38,000

. General

Other {Specify)
. Port Operations 3

3

5

100.00%

6,000

100.00%i%

1,600

. Interest & Other

3
4. TaxLevy
3.
6.

. Ingurance & Grasts

375

Total Wireless Comm. Devices

6,000

1,600

0.00%;

"
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REQUEST BY FUNDING SOURCE

Form MBR-1-01 Page 2
Name of Agency _Mississippi State Port Authority at Guliport
Consatidate Funding FY 2007 % Of | %0f FY 2008 %Of [wor % Of [%0f
Sources o No Mare Actual Line | Toml Estimated Line | Total Line | Totat
Tha Six and List Amount Amount Ttem
1. General
[ 2Fedemd o Gmper (Specify)
3. _Port Operations 320,306 9.94%! 349,390
4 TaxLevy 861,416 900,000 900,000
5. Interest & Other 2,277,329 2,000,000 2,000,000
6. _Insurance & Grants
‘Total Subsidies, Laans & Grants 3,138,743 3,220,300 3,245,390
L. Geeral
| 2, Federal Gitver (Specify)
3._Pont Operations 23,666,887 X 46,193,780 65878990
4. Tax Levy 8614161 3.05Y% 900,000 900,001
3. lInterest & Other 3,637425] 1291% 2,000,000 2,900,000
& insursnoe & Grants
TOTAL 28,165,728 49,695,780 68,778,999




State of Mississippi
Form MBR-1.02

i State Port Authority at Guifpont
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SPECIAL FUNDS DETAIL

Name of Agency
A. FEDERAL FUNDS* Percentage [} @ @
Match Actus! Estimated Requested
Source and Requivement Revennes Revenues Reveayes
Fund Number Detailed Description of Source FY2008  FY 2009 FY.2007 FY 2008 FY 2009
Cash Balance-Unencumbeted l
Section A TOTAL |
B. SPECIAL FUNDS (NON-FEDERAL) @) 2 A
Actuat Estimated Requested
Source and Revenues Revenes Revenues
Fund Number Detailed Deseription of Source £V 2007 £Y 2008 7Y 2009
Cash Balance-Unencumbered 81,756,822 82,353,592 74,857,092
Port Operations Wharfage, Dockage, Leases 8,008,771 8,699,280/ 11,143,544
Tax Levy Harrison County ati 861,416 900,000, 906,0001
Interest & Other Investment Income 3,637,425 2,060,000 200,600
Insurance & Grants Insurance & FEMA Recovery 16,254,886 30,000,000
Section B TOTAL 110,519,320 123,952,872 87,700,636
Section A and B TOTAL 110,519,320 123,952,872] 87,700,636)
€. TREASURY FUND/RANK ACCOUNTS* 1) @ [
Reconcited
Name of Fund/Account Narne of Bank Balsnce Batance Batance
Fund/Aceount Nomber {If Applicadle) 3 of 6/30/07 35 of 630/08 s of 6730109
Deposits (00200 13622373 Hancock Bank 2,749,382 500,000 1,500,000,
Payroll (00202) 10018511 Hancock Bank 500 500 500,
Gross Revenue (00201} 10018503 Hancock Bank 31,212 25,000 25,000
Earnings Fund (00203) 10343889 Hancock Bank 10,089, 1,000 10,000/
Construction Fund {00204) 10343897 Hancock Bank 18,828 1,000 20,000
{investments - Sufekeeping Account 789A28006 Trustmark National Bank 74,890,675 73,829,592 16,866,146]
Money Market Account (00301) 1044001649 Trustmark Nationat Bank 4,652,902 500,000 500,000

* Any nop-federat funds that have restricted uses rmust be identified and narrative of testrictions attached.
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NARRATIVE OF SPECIAL FUNDS DETAIL
AND TREASURY FUND/BANK ACCOUNTS

__Mississippi State Port Authority at Guifport.

Nawme of Agency

SPECIAL FUNDS
As an Enterprise Agency the Mississippi State Port Authority receives operating revenue from tenant leases and Port
user fees. The Port also earns interest on excess revenues. Harrison County is obligated to provide a2 minimum of
$900,000 anmually from ad valorem tax collections.

TREASURY FUND/BANK
Bank Accounts - Bank accounts have been established for the day to day Port Operations. Checking accounts have
been established for deposits, payroll, accounts payable, construction and debt service activities. Money market and
safekeeping accounts have been established for investment funds. Customer deposits are segregated into a restricted
funds account.
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CONTINUATION AND EXPANDED REQUEST

Form MBR-1-03
Mississippi State Port Authority at Gulfport ProgramNo.____ of ___2 Programs
AGENCY
SUMMARY OF ALL PROGRAMS
PROGRAM
FY 2007 Fy 2008
Actual Estimate
8] @ &) “ 2] © (] ®
Generat Federal Other Total General Federal Other Total
Salarics, Wages, Fringe 1,867,121 1,867,121 2,965,172 2,965,172
Travel 26174 26,174 135,050 135,050,
Contractual Services 4,265,755, 4,265,755 3,070,753 3,070,753
. diti 243,949 243,949 169,505 169,505
Other Than 13598,612] 18,598,612 38735,000] 38,735,000
aui 24,997 24,997 744,000 744,000
Vehicles 50,000 50.000
Wireless Comm. Devs. 375 375 6,000 6,000
Subsidics, Loans & Grants 3,138,745 3,138,725 3,220,300 3226300
Total 28,165,728] 28,165,728 49,005,780 | 49,005,780
No. of Positions (FTE) 30.00) 30.00 5500 55.00
FY 2009 FY 2009
for Continuation of Existing Activities
o] a0 (ny (] 13 (1) s) an
General Federal Oiher “Total General Federal Other Total
Salaries, Wages, Fringe { 228,172 ( 22817%)
Travel (_ 65050) (65,050
Contractual Services 456,747 456,747
| Commodities 20,995 20,995
Other Than Equipment 18,9150000 18,915,000
i 571,000 571,000
Vehicles (12800 ¢ 12,000)
Wireless Comm. Devs. ( ad00) ( 4400)
Subsidies, Loans & Grants 25,090 29,090
Total 19,683,210] 19,683,210 }
No. of Positions (FTE) (700 [ 7.00)
FY 2009 FY 1009
New Activities Total Request
an {13) 9 Q0 @) {22) 23 (24)
General Federal Other Totat General Federal Other Total
Sataries, Wages, Fringe 2,737,000 2,737,000:
Travel 70000 70,000/
= Services 3,527,500 3,527,500
Commodities 150,500 190,500
Other Than Equipment 57,650,000 57,650,000
i 1,315,000 1,315,000
Venicles 38,000 38,000
Wireless Comin, Devs. 1,600 1,600
Subsidies, Loans & Grants . 3,249,390 3,249,390
Total 68,778,990 68,778,990
No. of Positions (FTE) 48.00 48.00]
Note: FYZ009 Total Request = FY2008 Estimated + FY2009 ince(Decr) for Ot +FY2009 of Existing Activities + FY2009 New Activities.
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SUMMARY OF PROGRAMS
FORM MBR-1-03
_Mississippi State Port Authorityat Guifport —
Ageney Name
FUNDING REQUESTED FISCAL YEAR 2009

PROGRAM GENERAL FEDERAL OTHER TOTAL
1. J PORT OPERATIONS 63,583,100 65,583,100
2.} DEBT SERVICE 3,195,890 3,195,890

SUMMARY OF ALL PROGRAMS 68,778,950 68,778,950
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State of Mississippi CONTINUATION AND EXPANDED REQUEST
Form MBR-1-03
Mississippi State Port Authority at Gulfpo ProgamNo.___ 1 of __2_ Programs
AGENCY
PORT OPERATIONS
PROGRAM
FY 2007 FY 2008
Actush Estimate
8] @ @ “@ ® « < ©
General Rederal Other Yotat Generst Eederal Other Total
Sataries, Wages, Fringe 1,867,121 1,867,121 2,965,172 2,965,172
Travel 26,174 26,174 135,050 135,050]
Contractual Services 4,265,755 4,263,755 3,070,153 3,070,753
[& 243,949 243,948 169,505 169,505
Other Than Bqui 18,598,612 18,598,612 38,735,000 38,735,000
quip 24,997 24,997 744,000 744,000
Vehicles 50,000 50,000
Wireless Cornun. Devs. 375 375 6,000 6,000
Subsidies, Loans & Grants 4,156 4,156 75,000 75,000}
| Total 25,035,139 25,031,139 45,950,480 45,950,480
[No. of Pesitions (FTE) 30.00 30.00 5500 55.00]
FY 2009 FY 2009
ncrease/Decrease for Contiguation of Existing Activities
1 Leld (11} {82) {13) {14 {15y 16)
General Federal Other Total Genenal Federal Otter Total
Salaries, Wages, Fringe (28170 ( 228172)
Travel (65050 (__ 65050)
Contractual Sesvices 456,747 456,747
C diti 20,995 20,995
Qther Than 18,915,000] 18,915,000
i 571,000 571,000
Vehicies (12,0000 (12,0000 T
Wireless Comm, Devs, (4400 (4,400
Subsidies, Loans & Grants ( 21,5000 { 21,500)
Total 19,632,6200 19,632,620
No. of Positions {FTE) { 7.00) { 7.00)
FY 2008 FY 2009
New Activities Tetal Request ]
un s as) a0 (&) @1 @3) aa
General Federal Other Tota} Generst Federsl Other Total
Salarics, Wages, Fringe 2,737,000 2,737,000
Trave! 70,000 70,000
Contractual Services 3,527,500 3,527,500
Commodities 190,500 190,500
Other Than 57,650,000 57,650,000
1,315,000 1,315,000
Vehicles 38,000 38,000
Wireless Comm. Devs. 1.608 1,600
Loans & Grants 53,500 53,500,
Total 65,583,100 65,583,100
No. of Positions (FTE) 48.09 48.00,
Note: FY2009 Total Requost = FY2008 Estimated + FY2009 lncx(Deet) for + FY2089 f Existing FY2009 New Activities.




203

Staw: of Mississippi PROGRAM DECISION UNITS
Form MBR-1-03A
i State Port Authority ai Gulfpont 1 - PORT OPERATIONS
AGENCY PROGRAM NAME
A Y < D £ E G o
FY 2008 Escalations Non-Recurring Continae Towd FY 2009
EXPENDITURES: | Appropration By DFA Items Existing Programs | Funding Change | Yotal Request
[SALARIES 7,965,172 IS (228,172 3,737,860
" GENERAL
FEDERAL
GTHER 3565,172 (328,173 (7 INEE) 2.737.000
[TRAVEL 135,050 (65,050 (_65,060) 76,008
GEMERAL
[ FEDERAL
“OTHER 135,050 { 83,050) (65,050} 70,000
CONTRACTUAL 3,070,153 456,747 456,741 3537500
GENERAL B
FEDERAL
OTHER 3070,153 56,947 456,747 3,527,300
COMMODITIES 169,505 20,995 0,995 190,500
GENERAL
FEDERAL
OTHER 165303 20,995 20995 190,500
CAPITAL-OTE 38,735,000 18,915,000 18,915,000 57,650,000
"GENERAL
FEDERAL
OTHER 38,735 000 18,915,000 18,915,000 57,650,000
'EQUIPMENT 744,000 571,000 571,000 1,315,000
GENBRAL
" FEDERAL
“OTHER 743,000 $71,0% 571,000 1315000
50,000 (12,000 (12,000 38,000
50,000 (" 12,000) (12,000 38,000
WIRELESS DEV 5,000 (4400 ) 1,600
GENERAL
FEDERAL
6,000 { 4,480) [ 1,600
75,000 (21,500 [T 53,500
75,000 {_21500) {21,500} 53,500
45950480 19,632,618 19,632,620 65,583,100
FUNBING:
GENERAL FUNDS
FEDERAL FUNDS
TOTHER FUNDS 45350480 19,632,620 15,632,620 5,583,100
TOTAL 45,950,480 19,632,620 19,631,630 65,583,100
POSITIONS:
[GENERAL FTE
FEDERAL FTE
OTHER FiE 55.00 {500y 708 W
TOTAL FTE 55,00 (300 7o 4890
PRIORITY LEV)
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FY 2009 PROGRAM NARRATIVE

Mississippt STATE PORT AUTHORITY AT GULFPORT PORT OPERATIONS

AGENCY NAME PROGRAM NAME
NARRATIVE DESCRIPTION OF THE PROGRAM.

The MSPA Board of Port Commissioners designs this program to fund the continuing
operation, maintenance, and capital outlay of the Mississippi State Port Authority at
Gulfport. The Port of Gulfport is owned and operated jointly by the Mississippi
Development Authority and the Mississippi State Port Authority. The Port of Gulfportis an
important U.S. Port of Entry; it is one of eighty-six commercial deepwater container seaports,
and one of only five container seaports within the U.S. Guif of Mexico region. The Port
Authority promotes, administers and maintains port facilities, including warehouses, piers,
bulkheads, channels, harbors, anchorages, intermodal facilities and services, and equipment
required for loading and unloading commercial vessels.

STATEMENT OF BASIC OVERALL OBJECTIVES OF THE PROGRAM.

The Mississippi State Port Authority’s Mission Statement establishes the primary objective
of'the program. The Mission Statement for MSPA is: “To be a profitable, self sufficient Port
providing world class marine terminal services to present and future customers and facilitate
the economic growth of Mississippi through the promotion of international trade”.

The Port Authority is currently undertaking a major multi-year capital outlay program. The
objective of this program is to reorganize the current and future marine cargo handling
infrastructure to maximize throughput capacity and to create an intermodal plan that will
ensure efficient and safe flows for future Port activities.

The Commercial seaport activities at the Port of Gulfport generate more than $25.9 million
in State and local taxes annually. MSPA estimates that the total annual economic benefit is
more than $643.7 million while providing directly and indirectly more than 7,300 jobs in
Mississippi.

STATEMENT OF THE CURRENT PROGRAM ACTIVITIES AS SUPPORTED BY THE FUNDING IN
CoLUMNS 5-12 oF MBR 1-03.

1. PORT OPERATIONS PROGRAM:

10
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The Port Authority’s seaport operations are paid from operating revenues generated
by the Port of Gulfport. The Port of Gulfport generates revenues from both maritime
and non-maritime activities. Maritime tariff revenues include wharfage, dockage,
demurrage and other reimbursable revenues. Lease revenues are generated from
both maritime and non-maritime premises. Prior to Hurricane Katrina maritime
revenues funded operating expenses.

Maritime Operating Operating Excess Revenues
Fiscal Year Revenues Expenses over Expenditures
2006
Actual $3,381,362 §$ 13,409,538 $ (10,028,236)
(Audited)
2007
Actual $ 4,057,635 $ 6,402,585 $(2,344,950)
(Un-audited)
2008
Budget $ 4,674,280 $ 6,340,480 $ (1,666,200)
Estimate
2009
Budget $ 4,723,544 $ 6,525,000 $ (1,801,456)
Proposed

Non-maritime activities include gaming and other commercial activities, The Port
Authority does not receive any State General Fund revenues, and is considered an
Enterprise Fund within the State of Mississippi. The Port Authority funds capital
projects from excess earnings, Harrison County Ad Valorem Revenues, and State
General Obligation Bonds.

Fiscal Year 2007 expenditures include $1,283,379 of hurricane temporary recovery
expenses. The Fiscal Year 2008 Revenue Estimate is based on current maritime
customers and business volumes at June 30, 2007. Authorized Operating Expenses
are $10,811,730. The Port Authority is projecting Fiscal Year 2008 Operating
Expenses of $5,262,005.

Total Operating Revenues proposed for Fiscal Year 2009 are § 4,723,544, Total
Non-Operating Revenues proposed for Fiscal Year 2009 are $6,420,000.

11
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2. JUSTIFICATION FOR FISCAL YEAR 2009 SPENDING LEVELS:

PERSONNEL SERVICES:

Salaries, Wages, Fringe: [7.69% Decrease - $(228,172)]. This budget item funds
salaries, wages, and fringes for 48 authorized positions. Prior to Fiscal Year 2009, a
total of 55 full time positions were authorized for the Port Authority. Due to the
change in our Mechanical Handling Operations this number has been adjusted to 48.

Travel: [48.16% Decrease $(65,050)].Business development activities of the Port
Authority require in-state, out of state, and international travel. These activities are
in association with the expansion of the Port of Gulfport’s maritime activities and the
State’s economic development efforts. Major emphasis is being placed on expanding
business with our Latin American neighbors.

CONTRACTUAL SERVICES: [14.87% Increase - $456,747]

The Port Authority purchases utilities for operations at the Port of Gulfport. As
business activity at the Port increases, the cost of utilities increases.

Professional fees include legal, auditing, trade data, planning, security, and other
professional services provided for in the accomplishment of the Port Authority’s
business activities.

Other Contractual services include trade development, membership fees, insurance
costs, preventive maintenance and other services provided by outside vendors in the
furtherance of the Port Authority’s business activities. Amounts for Contractual
Services have been adjusted in accordance with current business activities.

CommonITIES: [12.38% Increase - $20,995]
The Port Authority continues to carry out a preventive maintenance program on
warchouses, piers, channels, equipment and other facilities. The Port Authority is

committed to maintaining newly constructed and repaired facilities as detailed in the
Port’s five year capital plan.

iz



207

July 31, 2007 Mississippi State Port Authorit,

CAPITAL OUTLAY:

Capital Qutlay ~ Other than Equipment [48.83% Increase - $18,915,000]

The major capital outlay projects for Fiscal Year 2009 are a continuation of
Hurricane Katrina recovery and projects planned in accordance with the Strategic
Master Plan. Capital Outlay projects for Fiscal Year 2009 utilize reserve funds and
excess FY 08 revenues. The projects do not include anticipated FEMA, or other
grant funds.

Capital Outlay - Equipment [76.74% Increase - $571,000]
The capital outlay for equipment during Fiscal Year 2009 includes various categories
of equipment. It includes $200,000 for working equipment for Port operations and

also includes $900,000 for the lease of equipment — lease / purchase for two new
Gantry Cranes.

Total Capital Outlay Budgeted: $59,004,600

Subsidies, Loans, Grants: {28.67% Decrease - ${21,500)]

The proposed subsidies, loans, and grants for Port operations include sales tax expenditures
and gain/(loss) on disposal of obsolete equipment. A $21,500 decrease is proposed.

Total Expenditures: [40.09% INCREASE - $19,683,210]

The Mississippi State Port Authority’s operations budget request for Fiscal Year 2009 isan
increase of $19,683,210.

13
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MBR1-03P}
PROGRAM PERFORMANCE INDICATORS AND MEASURES
Program Data Collected in Accordance with the Mississippi Per Budget and Strategic
Planping Act of 1994
Mississippi State Port Authority at Gulfport 1 - PORT OPERATIONS
AGENCY NAME PROGRAM NAME

PROGRAM QUTPUTS: (This is the measure of the process necessary to carry out the goals and objectives of this
program. This is the volume produced, i.e., how many people served, how many documents generated.)

FY 2007 FY 2008 FY 2009

ACTUAL ESTIMATED PROJECTED

U Number of Vessel Calls 222.00 240.00 264.00
2 Number of Short Tons 1,780,699.00 1,887,000.00 2,075,700.00
3 Number of FEUs 101,202.00 113,500.00 113,500.00
4 Tons of Intermodal Cargo 1,780,699.00 1,887,000.00 2,075,700.00

PROGRAM EFFICIENCIES: (This is the measure of the cost, unit cost or productivity associated with a given outcome
or output. This measure indicates linkage between services and funding, i.e., cost per investigation, cost per student
or nurnber of days to complete investigation,)

FY 2007 FY 2008 FY 2009
ACTUAL ESTIMATED PROJECTED
1 These iterns have not been established for the Port Authority. 1.00 100 1.80

PROGRAM _QUTCQMES: (This is the measure of the quality or effectiveness of the services provided by this program.
This measure provides an assessment of the actual impact or public benefit of your agency's actions. This is the

results produced, i.e., increased customer satisfaction by %% within a 12-month period, reduce the number of traffic
fatalities due to drunk drivers within a 12-month period.)

FY 2007 FY 2008 FY 2009

FY 2007 Targeted Outcomes ACTUAL ESTIMATED PROJECTED

1 Increase / (Decrease) Number of Vessel Calis (36) { 133 811 1000
2 Increase / (Decrease) Tons of Cargo Shipped (%) 2258 597 10.00
3 Increase / (Decrease) Number of Containers Handled % 107.61 1215 0.00
4 Increase / (Decrease) in Intermodal Tons Shipped % 22.58 597 1000
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CONTINUATION AND EXPANDED REQUEST

AGENCY

ProgamNo.___ 2 of __2 Programs

DEBT SERVICE

PROGRAM

FY 2007
Actusl

FY 2008
Estimate

o
Genersi

o ()
Federal Othier

@
Total

(]
General

€
Federsl

Otber

®
Totat

Salarics, Wages, Fringe

Travel

Contractuat Services

C

Other Than

Vehicles

Wireless Comm. Devs.

Subsidies, Loans & Grants

3,134,589

3,134,589

3,145,300

3,145,300,

Total

3,134,589

3,134,589

3,145,300

3,145,300/

No. of Positions (FTE)

FY 2009

FY 2009

for Cx

of Exisdug Activitles

]

o
General

{10 1y
Federal Other

an
Total

(13
General

a4
Federst

15
Otker

{16}
Total

Salaries, Wages, Fringe

Travel

Ct Services

T

Other Than

Equipment

Vehicles

Wireless Comm. Devs.

Subsidies, Loans & Grants

50,590

50,590

“Fotal

50,590

56,590

No. of Positions (FTE)

FY 2009
New Activitles

Total Request

FY 2809

a7
General

] as)
Federai Other

an
Tota}

an
General

2y
Federat

@3
Other

4
Fotal

Salaries, Wages, Fringe

Travel

Contractuai Services

Commodities

| Other Than

Vehicles

ireiess Comm, Devs.

Loans & Grants

3,195,890

3,195,850

Total

3,195,890

3,195,890/

No. of Positions {FTE)

Note: FY 2009 Total Request = FY 2008 Estimaied + FY2009 Inc{Decr) for Continuati

+ FY2008

of Existing Activities + FY2009 New Activities.
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PROGRAM DECISION UNITS

AGENCY

EXPENDITURES:

B

)

2 - DEBT SERVICE

E

PROGRAM NAME
H

FY 2008
Approptiation

Escalations
ByDFA

MNon-Recurring Continustion

Of Program

Total
Funding Change

FY 2009
Total Reguest

[SALARIES

GENERAL

| FEDERAL

OTHER

CONTRACTUAL

FEDERAL

OTHER

CAPITAL-OTE

GENERAL

| FEDERAL

" OTHER

EQUIPMENT

| WIRELESS DEV

GENERAL

[ FEDERAL.

OTHER

3,145,300

50,590

50550

3,195,890

GENERAL

FEDERAL

OTHER

3,145,300

50,590

50,590

3,195,890

TOTAL

3,145,300

50,550

50,590

3,195,890

FUNDING:

GENERAL FUNDS

FEDERAL FUNDS

GTHER FUNDS

3,145,300

50,590

50,580

3,195,890

TOTAL

3,145,300

50,590

50,580

3,193,850

POSITIONS:

GENERAL FTE

FEDERAL FTE

OTHER FTE

TOTAL KTE
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MBRI-OINA PROGRAM NARRATIVE
Program Data Collected in Accordance with the
Mississippi Performance Budget and Strategic Planning Act of 1994
{To Accompany Form MBR-1-03)

Mississippi State Port Authority at Guifport .2 -DEBT SRWVICE
AGENCY NAME PROGRAMMME

1. Program Description: R
MSPA Board of Port Commissioners designs this program to assist the Port in providing financing for new faciilities
and for the replacement and/or improvement of existing port infrastructure. Al approved projecs are necessary to
provide immediate essential port operating and terminal services.

The Mississippi State Port Authority's current outstanding bonded debt as of June 30, 2007 is $28545,000.

11, Program Objective:
The Debt Service program enables the Port to finance additional marine teminal facilities. The nost recent debt issued
was $40 million in Fiscal Year 1999 for the expansion and addition of terminal facilities.
HI. Current program activities as supported by the funding in Columns 5-12 (FY 08 Estimated & FY 0% Increase/Decrease
for continuations) of MBR-1-03 and designated Budget Unit Decisions columns of MBR-1-03-A:

{D} Continuation of Program:
Funding is requested to continue program of retiring Port debt.
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MBRI-03P

PROGRAM PERFORMANCE INDICATORS AND MEASURES
Program Data Collected in Accordance with the Mississippi Performance Budget and Strategic
Planning Act of 1994

Mississippi State Port Authority at Gulfport 2 - DEBT SERVICE

AGENCY NAME PROGRAM NAME

PROGRAM QUTPIITS: (This is the measure of the process necessary to carry out the goals and objectives of this
program, This is the volums produced, i.e., how many people served, how many documents generated.)

FY 2007 FY 2008 FY 2009

ACTUAL ESTIMATED PROJECTED

1 Outstanding Bond Principal Payment 1,695,000.00 1,780,000.00 1,870,000.00

2 Outstanding Bond interest Payment 1,439,589.00 1,365,300.00 1,325,890.00
PROGRAM EFFICIENCIES: (This is the measure of the cost, unit cost or productivity iated with a given

or output. This measure indicates linkage between services and funding, i.e., cost per investigation, cost per student
or number of days to complete investigation.)

FY 2007 FY 2008 FY 2009
ACTUAL ESTIMATED PROJECTED
1 Efficiencies have not been established for Debt Service Program. 1.00 1.00 100

PROGRAM_OIHTCOMES: (This is the measure of the guality or effectiveness of the services provided by this program.
This measure provides an assessment of the actual impact or public benefit of your agency's actions. This is the

results produced, Le., i d customer satisfaction by x% within a 12-month period, reduce the number of wraffic
fatalities due to drunk drivers within a 12-month period.)

FY 2007 FY 2008 FY 2009
FY 2007 Targeted Outcomes ACTUAL ESTIMATED PROJECTED
1 Outcomes have not been established for Debt Service Program. 1.00 1.00 1.00
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PROGRAM 3% GENERAL FUND REDUCTION AND NARRATIVE EXPLANATION

Mississippi State Port Authority at Gulfport

Fiscal Year 2008 Funding FY 2008
Total Reduced Reduced Funding PERCENT
Funds Amount Amount REDUCED
PROGRAM NAME PORT OPERATIONS
GENERAL
FEDERAL
OTHER 45,950,480 45,950,480
TOTAL 45,950,480 45,950,480
Nrrrative Explanation:

Not a General Fund Agency, not applicable.

PROGRAM NAME DEBT SERVICE

GENERAL
FEDERAL
OTHER 3,145,300
TOTAL 3,145,300

Narrative Explanation:

Not a General Fund Agency - not applicable.

PROGRAMNAME Summary of all Programs

GENERAL
FEDERAL
OTHER 49,095,780 49,095,780
TOTAL 49,095,780 49,095,780
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State of Mississippt Mississippi State Port Authority MEMBERS

Form MBR-1-04

i State Port Authority at Gulfport
Agency

A. Explain Rate and manner in which board members are reimbursed:
Board mernbers are reimbursed with per diem at the rate of $40.00 per meeting,

B. Estimated number of mectings FY2008

0
Length
Date of of
C. Nawmes of Members City, Town, Resid A inted By i Term

i. John K. Rester - secretary Gulfport, MS Governor Dec, 8,2004 5 years

2. Frances Turmage - treasurer, Gulfport, MS Governor Dec . 8, 2005 S years

3. Frank T. Wilem, Jr. - member Gulfpori, MS City of Gulfpert_ Dec. 9, 2006 5 years

4. Lenwood S, Sawyer Jr - president Gulfport, MS County /. son Deg. 10, 2002 Syeas
5. AIM"Butch” Oustalet, Hil-vice pres. Gulfport, MS Governor Dec. 8,2003  5years

Identify Statutory Authority (Code Section or Executive Order Number)*
MS Code Section 59-5-21 et. seq.

*If Executive Order, please attach copy.

20
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State of Mississippi SCHEDULE D-1
Form MBR-1-D-1 CAPITAL OUTLAY
OTHER THAN EQUIPMENT
_Mississippi State Part Authority at Guifport
Name of Agency
) @ @)
Actusl Expenses Estimated Expenses Requested for
MINOR OBIECT OF EXPENDITURE FY Ending Eudiug FY Ending
June 30, 2007 June 30, 2008 June 30, 2009
A. LANDS (63100-63199)
63170 Landfili for Marine Terminals (West Pier 702) 3,281,470
631735 Landfill for Marine Terminals (Eest Pier 709)
Mitigations Costs (714)
TOTAL (A) 3,281,470
B. BUILDINGS & IMPROVEMENTS (63200-63299)
Stormwater Management {755) 500,000 1,500,000
Warehouse 50 Repairs (7603 3,719,232
Warehousc 16 (CFS) Repairs (753) 194,291
Comfort Stations (767) 17,482
‘Warchouse 53 Repairs (759) N 2,294,835 .
W. Terminal General Warehousing 2,500,000
Command & Controf Center (745) 1,500,000
E. Terminal Warchouse Reconstruction 8,000,600
W. Terminal Chiller Warehousing 1,100,000 2,500,000
W. Terminal Gate Camplex 500,000 1,000,000
TOTAL (B) 6,225,840 16,100,000 9,000,000
C. INFRASTRUCTURE & OTHER (63500-63999)
Berth | Upgrade - West Pier (708) 3,627,712 9,000,000 1 4,000,000
W. Pier Water System (766} 4,620
Perimeter Feacing (720} 31,613
Berth 2 Upgrade - West Pier (718) 9,000,000 4,000,000
E. Terminal Berths 2 & 3 Upgrades (730) 16,367 1,000,000 3,000,000
Lift Stations {768} 19,122
Infernal Port Roads (764} 3,990,724
Water/Sewer Distribution System 500,000
Security Improvement Projects (746) 1,000,000 2,000,000
W. Pier Berth 7 Improvements (769 & 770} 15,760
Rail improvements (756} B 509,855 100,000
Fender System Improvements-Berth 7 (765) 17,200
West Pier Electrical Development (763) 9,381
‘West Terminal Breakbulk & Container Site Development 1,500,000
North Harbor Improvements (771) 6115 435,000 500,000 |
West Pier Chiguita Terminal {757) 1852 1,000,000 10,000,000
‘West Pier Dole Terminal 3,000,000
High Mast Lighting (754) 540,056
Berths 3 & 4 Upgrade West Pier (762) 250,885 5,000,000 15,000,000
Hydraulic Dredge 160 Acres 500,000
internal Roadways 50,000 800,000
Fender System Rehabilitation 50,000 250,000
Electrical Distriburion System (Underground & New) 2,500,000
inland Terminal Site Development 1,600,000
Intand Terminal Rail Development 750,000
Inland Terminal Roads & Gates 750,000
Channel Dredging - Widen & Deepen 100,000 500,000

24
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State of Mississippi SCHEDULE D-1
Form MBR-1-D-1 CAPITAL OUTLAY
OTHER THAN EQUIPMENT CONTINUED

i State Port Authority at Gulfport

Name of Agency
m @ ®
Actual Expensex Estimated Expenses Requested for
MINOR OBJECT OF EXPENDITURE FY Ending FY Ending FY Ending
Jume 30, 2007 June 30, 2008 June 30, 2609
TOTAL (C) 9,081,302 28,635,000 48,650,000
GRAND TOTAL
(Enter on Line I-D-1 of Form MBR-1} 18,598,612 38,735,000 57,650,000
FUNDING SUMMARY:
GENERAL FUNDS
FEDERAL FUNDS
OTHER FUNDS 18,598,612 38,735,000 57,650,000
TOTAL FUNDS 18,598,612 38,735,000 57,650,000

25
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s of Mississippi SCHEDULE E
Form MBR-1-E SUBSIDIES, LOANS & GRANT

i State Port Authority at Gulfport

Narnc of Agency
[ @ @
Actust Expenses Estimated Expenses Requested for
MINOR OBJECT OF EXPENDITURE FY Ending FY Eading FY Eoding
June 30, 2007 June 30, 2008 June 30,2009

A, SCHOOL GRANTS TO COUNTIES & MUNICIPALITIES (64080-64599)

I ] ' 1

TOTAL (A) | | [

B. GRANTS TO LH.L. & OTHER POLITICAL SUBDIVISIONS (§4600-64699)

TOTAL (B} ‘ ‘ i

C. GRANTS TO NON-GOVERNMENT INSTNS & INDS (64700-64999)

TOTAL (C) { | |
D. DEBT SERVICE & JUDGEMENTS (65000-65399)
O ing Bond Payments 1,695,000 1,780,000 1,870,000
Outstanding Bond Interest Payments 1,439,589 1,365,300 1,325,890
TOTAL (B} 3,134,589 3,145,360 3,195,890
E. OTHER (66000-89999)
Sales Tax 42 3,000 3,500
ILoss on Disposal 4,114 72,000 50,000
TOTAL (E) 4,156 75,000 53,500
GRAND TOTAL
{Enter on Line -E of Form MBR-1} 3,138,745 3,220,300 3,249,390
FUNPING SUMMARY:
GENERAL FUNDS
FEDERAL FUNDS
OTHER FUNDS 3,138,745 3,220,300 3,249,390
TOTAL FUNDS 3,138,745 3,220,300 3,249,390
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July 31, 2007 Mississippi State Port Authority

FY 2009 BUDGET NARRATIVE

Mississippl STATE PORT AUTHORITY AT GULFPORT
NARRATIVE DESCRIPTION OF THE PROGRAM.

The MSPA Board of Port Commissioners designs this program to fund the continuing
operation, maintenance, and capital outlay of the Mississippi State Port Authority at
Gulfport. The Port of Guifport is owned and operated jointly by the Mississippi
Development Authority and the Mississippi State Port Authority. The Port of Gulfport is an
important U.S. Port of Entry; it is one of eighty-six commercial deepwater container seaports,
and one of only five container seaports within the U.S. Gulf of Mexico region. The Port
Authority promotes, administers and maintains port facilities, including warehouses, piers,
bulkheads, channels, harbors, anchorages, intermodal facilities and services, and equipment
required for loading and unloading commercial vessels.

STATEMENT OF BASIC OVERALL OBJECTIVES OF THE PROGRAM.

The Mississippi State Port Authority’s Mission Statement establishes the primary objective
of the program. The Mission Statement for MSPA is: “To be a profitable, self sufficient Port
providing world class marine terminal services to present and future customers and facilitate
the economic growth of Mississippi through the promotion of international trade”.

The Port Authority is currently undertaking a major multi-year capital outlay program. The
objective of this program is to reorganize the current and future marine cargo handling
infrastructure to maximize throughput capacity and to create an intermodal plan that will
ensure efficient and safe flows for future Port activities.

The Commercial seaport activities at the Port of Gulfport generate more than $25.9 million
in State and local taxes annually. MSPA estimates that the total annual economic benefit is
more than $643.7 million while providing directly and indirectly more than 7,300 jobs in
Mississippi.

STATEMENT OF THE CURRENT PROGRAM ACTIVITIES AS SUPPORTED BY THE FUNDING IN
Cotumns 5-12 or MBR 1-03.

1. PORT OPERATIONS PROGRAM:

The Port Authority’s seaport operations are paid from operating revenues generated
by the Port of Gulfport. The Port of Guifport generates revenues from both maritime
and non-maritime activities. Maritime tariff revenues include wharfage, dockage,

32
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demurrage and other reimbursable revenues. Lease revenues are generated from
both maritime and non-maritime premises. Prior to Hurricane Katrina maritime
revenues funded operating expenses.

Maritime Operating Operating ‘ Excess Revenues
Fiscal Year Revenues Expenses over Expenditures
2006
Actual $ 3,381,302 $13,409,538 $(10,028,236)
(Audited)
2007
Actual $ 4,057,635 $ 6,402,585 $( 2,344,950)
(Un-audited)
2008
Budget $ 4,674,280 $ 6,340,480 $(1,666,200)
Estimate
2009
Budget $ 4,723,544 $ 6,525,000 $ (1,801,456)
Proposed

Non-maritime activities include gaming and other commercial activities. The Port
Authority does not receive any State General Fund revenues, and is considered an
Enterprise Fund within the State of Mississippi. The Port Authority funds capital
projects from excess earnings, Harrison County Ad Valorem Revenues, and State
General Obligation Bonds.

Fiscal Year 2007 expenditures include $1,283,379 of hurricane temporary recovery
expenses. The Fiscal Year 2008 Revenue Estimate is based on current maritime
customers and business volumes at June 30, 2007. Authorized Operating Expenses
are $10,811,730. The Port Authority is projecting Fiscal Year 2008 Operating
Expenses of $5,262,005.

Total Operating Revenues proposed for Fiscal Year 2009 are § 4,723,544, Total
Non-Operating Revenues proposed for Fiscal Year 2009 are $6,420,000.

33
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DEBT SERVICE PROGRAM:

MSPA Board of Port Commissioners designs this program to assist the Port in
providing financing for new port infrastructure and for replacement and/or
improvements to existing port facilities as necessary fo carry out essential port
operations and terminal services.

JUSTIFICATION FOR FISCAL YEAR 2009 SPENDING LEVELS:

PERSONNEL SERVICES:

Salaries, Wages, Fringe: [7.69% Decrease - $(228,172)]. This budget itern funds
salaries, wages, and fringes for 48 authorized positions. Prior to Fiscal Year 2009, a
total of 55 full time positions were authorized for the Port Authority. Due to the
change in our Mechanical Handling Operations this number has been adjusted to 48.

Travel: [48.16% Decrease - $(65,050}]. Business development activities of the Port
Authority require in-state, out of state, and international travel. These activities are
in association with the expansion of the Port of Gulfport’s maritime activities and the
State’s economic development efforts. Major emphasis is being placed on expanding
business with our Latin American neighbors.

CONTRACTUAL SERVICES: [14.87% Increase - $456,747]

The Port Authority purchases utilities for operations at the Port of Guliport. As
business activity at the Port increases, the cost of utilities increases.

Professional fees include legal, auditing, trade data, planning, security, and other
professional services provided for in the accomplishment of the Port Authority’s
business activities.

Other Contractual services include trade development, membership fees, insurance
costs, preventive maintenance and other services provided by outside vendors in the
furtherance of the Port Authority’s business activities. Amounts for Contractual
Services have been adjusted in accordance with current business activities.

CommODITIES: [12.38% Increase - $20,895]

The Port Authority continues to carry out a preventive maintenance program on
34
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warehouses, piers, channels, equipment and other facilities. The Port Authority is
committed to maintaining newly constructed and repaired facilities as detailed in the
Port’s five year capital plan.

CAPITAL QUTLAY:
Capital Outlay - Other than Equipment: [48.83% Increase - $18,915,000]

The major capital outlay projects for Fiscal Year 2009 are a continuation of
Hurricane Katrina recovery and projects planned because of the Strategic Master
Plan. Capital Outlay projects for Fiscal Year 2009 utilize only funds available to the
Port at June 30, 2007. The projects do not include anticipated FEMA, Grant or other
funds.

Capital OQutiay - Equipment [76.74% increase - $571,000]
The capital outlay for equipment during Fiscal Year 2009 includes various categories of
equipment. It includes $200,000 for working equipment for Port operations and also includes

900,000 for the Jease of equipment - lease/ purchase for marine terminal equipment (2 Gantry
Cranes).

Total Capital Qutiay Budgeted: $59,004,600

Subsidies. Loans, Grants: {.90% Increase - $29,090]

The proposed subsidies, loans, and grants include existing general obligation bonds debt service.

Subsidies, Loans, Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009
and Grants

Mississippi General Obligation $3,134,589 $3,145,300 $3,195,890

Bonds Debt Service

Total Expenditures: [40.09% Increase - $19,683,210]

The Mississippi State Port Authority’s overall budget request for Fiscal Year 2009 is an
increase of $19,683,210.
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OUT-OF-STATE TRAVEL
FISCAL YEAR 2007

i State Port Authority at Gulfport
Agency Name

Note: All expenditures recorded on this form must be totaled and said total must agree with the out-of-state travel amount indicated for FY 2007 on Form
Mbr-1, tine LA.2D.

Employee's Name Destination Purpore Travel Cost

MeNeel, David Chicago AAPA Conftrence 326 | Port Funds
MeNeel, David Chicago AAPA Conference 796 | Port Funds
Sirmmons, Dee ‘New Orleans, LA Breakbulk Expo 300 | Port Funds
Hurtade, Enrique New Odeans, LA Breakbulk Expo 184 | Port Funds
Allee, Don Port Canaveral, FL FCCA Conference 730 | Port Funds
‘Waltman, Dale Houston, TX Secure Port Conference 1,095 | Port Funds
McNeel, David Houstos, TX Secure Port Conforence 991 | Port Funds
Aliee, Don Mismi, FL. Sea Trade Conference (23358) 1,999 | Port Funds
Allee, Don Houston, TX AAPA Spring Conference (23413} 1,652 | Port Funds
Wilem, Frank ‘Washington, DC AAPA Spring Conference 196 | Port Funds
Rester, John Washington, DC AAPA Spring Conference 156 | Port Funds
Sawyer, Lenwood ‘Washington, DC AAPA Spring Conference 187 | Port Funds
Qustalet, AIM Washington, DC AAPA Spring Conference 187 | Port Funds
Hurtado, Enrique Miami, FL Sca Trade Conference 1,978 | Port Funds
‘Webb, John San Diego, CA. ASCE Ports 2007 2,703 | Port Funds
Alee, Don South Padre Istand, TX GPAA Spring Conference 979 | Port Funds

Total Qut of State Travel Cost $14,499

36



224

FEES, PROFESSIONAL AND OTHER SERVICES
(EXPENDITURE CODES 61600-61699)

Aississippi State Port Authority at Gulfport
Name of Agency

L4 @ A4
Retired | Actual Expenses | Estiranted Expentes |  Roquested for
TYPE OF FEE AND NAME OF VENDOR w PERS|  FY Ending ¥V Ending FY Ending

Juns 30, 2007 June 38, 2608 June 30, 2008

Fund

31610 Engineering
General Engineering Pees / Engineering 204,231 515,400
Comp. Rate: Hourly Rate
Brown & Mitcheli Engincering / Engineering, 6,681
Comp. Rate: 3139 per hour
Lanier and Associates / Engineering 106,559
Comp. Rate: $95 per hour
JWD/ Master Plan 331,187
Comp. Rete: $152 per hour
QES / Engincering v
Comp. Rate: 360.00 per hour
Morris Material Handling / Enginecering 77,203
Comp. Rate: per contract

TOTAL 61610 Engineering 522,007 204,231 515,400

1616 MMRS Fees
MMRS Fees / Reporting 54 54 160
Comp, Rate: $13.52 per gir

‘OTAL 61616 MMRS Fees 54 54 100

1620 Department of Audit
Dept. of Audit / Statewide Test Work 20 231 300
Comp. Rate: Pro-rated per agency
'OTAL 61620 Department of Audit 220 231 300

162X Acrounting (61621 - 61624)
Alexander, YanLoon, Stoan, Levens & Favre / Annual Audit Fees 33,635 55,724 45,000
Comp. Rate: $135.00 per hour

OTAL 6162X Accounting {6162) - 61624) 33,635 55,724 45,000

163X Logal (61630-61636)
Gencral Logal / Legal 21,522
Comp. Rate: Hourly Rate
Balch & Bingham / Legal 93,700 80,000 110,000
Comp. Rate: $150.00 per hour

OTAL 6163X Legal (61630-61636) 93,700 101,522 110,660

1690 Other Fees & Services
Bonds Services / Janitorial 15,875
Comp. Rate: §1175.00 per mon
QOther Fees & Services / Varivos . 195,084 260,000
Comp. Rate: Hourly / Monthly
Levanway & Associates / State Lobbyist 37,000
Comp. Rate: $3000.00 per month
Rick Maldonado & Associates / Federal Lobbyist 60,947
Comp. Rate: $5000.00 per month
MS Development Apthority / Port Admin Fee 5,000
Comp. Rate; Annual Fee
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Port Funds
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FEES, PROFESSIONAL AND OTHER SERVICES

iissippi State Port Authority at Gulfport

Name of Agescy
&) 2y 3
Retired | Actus! Expewses | Estimated Expeoses | Requested for Fund
TYPE OF FEE AND NAME OF VENDOR w/PERS|  FY Ending FY Ending FY Endisg Source
June 36, 2007 due 30, 2008 June 30, 2609

rowerkines Advertising & Design / Layout/Design of Graphic Panels 784 Port Funds.
Comp. Rate: Cost per Project

iouthern Admins. & Bencfits Consultants / Monthly Maint. Fee Caf Plan 2,200 Port Funds|
Comp. Rate: $200.00 per month +

itewart Sneed Hewes / Annual Agency Fee 40,800 Port Funds
Comp. Rate: Anmual Fee

Frastmark National Bank / Money Market Maint, Fee 32,537 Port Funds!
Comp. Rate: .B004S annust int. rate

\djuster's International / FEMA Grant Mgrmt Service 521,924 Port Funds
Comp. Rate: $255.00 per hr + expenses

7acuurs Service Group / clean out 30 drains on port 4,607 Port Funds
Comp. Rate: one tine fee

Son Allee / Cuba Visa 70 Port Funds|
Comp. Rate: One time fee

Aary Bourdin /.20 per page 50 Port Funds;
Comp. Rate: efax broadcast service

2 Globat Communications /.20 per page 300 Port Fundal
Comp. Rate: efax broadcast service

R Clarke & Associates / Elevation Certificates 1,200 Port Funds|

Comp. Rate: One time fee

ohn Fayard Moving & Storage / moving service 10,652 Port Funds|
Comp. Rate: One time fee

.ogista / service agreement 238 Port Funds
Comp. Rate: annul fee

A4S Secretary of State / filing fee/lobbyist's registration 25 Port Funds
Comp. Rote: One time fee

#Aicro Methods, Inc / transformer testing 628 Port Funds
Comp. Rate: One time fee

Meice of Land & Water Resources / renewal of groundwater permit 10 Port Funds
Camp. Rate: Application fee

‘orable Services Inc / pump out life stations 1,195 Port Funds,
Comp. Rate: $85.00 flat rate

ecurity Blanket / program phones 202 Port Funds
Comp. Rate: one fime fee

TAL 61690 Other Fees & Services 735,444 195,084 260,000

30 Court Reporters

forma Jean Sorce 7 Transcribing 1,583 2,528 3,200 Port Funds
Comp. Rate: 5242.00 per meeting

‘orst-Wide Reporters / Transcribing 489 Fort Funds,
Comp. Rate: $242.00 per meeting

fAL 61660 Court Reporters 2,072 2,528 3,260

i0 Recording & Notary

18 Secretary of State / notary fee 50 Port Fund
Comp. Rate: one time fee

(AL 61668 Recording & Notary 50
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FEES, PROFESSIONAL AND OTHER SERVICES

Mississippi State Port Authority at Gulfport

Name of Ageocy
o €23 &
Retired | Actusl Expenses | Extimated Expenses |  Requested for Fund
TYPE OF FEE AND NAME OF VENDOR w! PERS! FY Euding FY Ending FY Ending Source
Juue 39, 2067 June 30, 2008 June 38, 2009
61662 Appraisers
Global Valuation Service Inc. / Appraisal Report 3,350 3,500 Port Funds
Comp. Rate: one time fee
TOTAL 61662 Appraisers 3,350 3,500
61694 Gate Services
Swetmnan Security Services / Security Guard Services 176,734 115,964 260,000 Port Funds]
Comp. Rate: $12.40 per hour {approx)
TOTAL 61694 Gate Services 175,734 115,964 268,000
61695 Security
Swetman Security Sves / Security Guard Services 200,301 181,304 200,000 Port Funds|
Comp. Rate: §12.46 per hour {approx)
Guilfport Police Department 7 Scourity 2,050 Port Funds|
Comp. Rote: $25.00 per hour {approx)
TOTAL 61695 Security 292,351 181,304 200,000
61696 Surveillance
Swetrman Security Services / Security Guard Services 4,158 Port Funds|
Comp. Rate: Hourly
TOTAL 61696 Surveillance 4,158
61680 Temporary Employment
Temporary Employment / Employee Services 2,500 Port Funds]
Comp, Rate: Per Hour
TOTAL 61680 Temporary Employment 2,500
GRAND TOTAL {61600-61699) 1,769,617 860,800 1,480,000
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Summary
The State of Mississippi’s Plan to Divert Federal Hurricane Recovery

Housing Funds
For the Expansion of the State Port at Gulfport

ISSUE

The State of Mississippi, through the Mississippi Development Authority, intends
to divert $600 million of federal hurricane recovery housing funds to finance a massive
expansion of the State Port at Guifport. The planned expansion, which was conceived
two years before Hurricane Katrina, would be the single largest expenditure of taxpayer
funds on any state enterprise in the history of Mississippi. The amount is more than ten
times that necessary to pay for hurricane related damages — which are already largely
covered by insurance and other sources. The funds would expand not only commercial
port facilities but provide the infrastructure for a luxury condominium and casino
development to be known as the “Village at Gulfport.” This extraordinary and
unprecedented expenditure would divert critical funds from dire housing recovery needs
on the Gulf Coast.
BACKGROUND

Damage to the Port from Hurricane Katrina. The State of Mississippi has
fifteen commercial ports: three on the Gulf Coast, six on the Mississippi River, and six on
the Tennessee-Tombigbee Waterway. The three Gulf Coast ports — the Port of

Pascagoula, the Port of Gulfport and the Port of Bienville — suffered approximately $100
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million in assessed value as a result of Hurricane Katrina.! According to a June 20, 2006
report from the State’s Joint Legislative Committee on Performance Evaluation and
Expenditure Review (PEER report), the Port of Gulfport had an asset value of
$127,573,778 prior to the hurricane. The Port of Gulfport had a total damage assessment
0f $50,556,175 from the hurricane, which loss was covered by a combination of Port
funds, FEMA grants and insurance.?

Although the Port was severely damaged by the hurricane, it has recovered
significant amounts of its pre-hurricane maritime activity. In 2004, the total tonnage
shipped through the Port was 2.4 million. In 2007, the total tonnage was 1.7 million, and
the estimated tonnage for 2008 is 1.8 million.> (Total tonnage is made up of bulk cargo
and containers.) Container operations, however, “have returned to Pre-Katrina throughput
levels despite the damage to the port.””* Prior to Hurricane Katrina, the Port of Gulfport
received significant non-maritime revenue in its role as landlord to two casinos: the Copa
Casino and the Grand Casino. About one-half of the Port’s annual operating revenue
came from the casinos.” After Katrina, the Port received revenues from one casino: Island

View Casino, which bought out the Grand Casino.

! Joint Legislative Committee on Performance Evaluation and Expenditure Review
(PEER), June 20, 2006 (hereinafter, the “PEER Report”™), Introduction at 1.

% PEER Report at x, Ex. B, See FEMA July 2007 Summary of PA Funding, July, 2007, p.
7. http//www.fema.gov/pdf/media/2007/ms_global report.pdf

* Mississippi State Port Authority at Gulfport, Budget Request for Fiscal Year Ending
June 30, 2009 (2009 Budget Request™) at 1.

* Gulfport Master Plan Update 2007, Mississippi State Port Authority, June 2007 (“2007
Master Plan Update™) at 6, 63.

* PEER Report at 53,
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Background on the Port of Gulfport. Founded in 1902, the Port of Gulfport was
transferred from ownership of the City of Gulfport to the State of Mississippi in 1960.°
The other two Mississippi Gulf ports — Pascagoula and Bienville — are owned and
governed by local authorities.

The Port of Gulfport is governed jointly by the Mississippi Development
Authority (“MDA”) and the Mississippi State Port Authority (“MSPA™), a five-member
Board of Port Commissioners made up of local and gubernatorial appointees who serve
staggered five-year terms.’ Three members are appointed by the Governor, one member
by the Harrison County Board of Supervisors, and one by the City of Gulfport.

As a State Enterprise Agency, the Port of Gulfport is intended to be self-
sufficient. “The port’s mission is to be a profitable, self-sufficient port providing world-
class maritime terminal services to present and future customers and to facilitate the
economic growth of Mississippi through the promotion of international trade and creation
of employment.” ®

The Port of Gulfport comprises two maritime terminals. The East Terminal (or
east pier) has three berths that are used for bulk and breakbulk operations, including Dole
Fresh Fruit. The West Terminal (or west pier) has seven berths and is used primarily for
containerized cargo, including Crowley Liner Services.”

As an Enterprise Agency, the Port of Gulfport receives no annual general fund

allocation from the Mississippi Legislature. The Port of Gulfport operates from revenues

generated by license and user fees and tenant rents, including rents from its two casino

S PEER Report at viii; 94.
7 PEER Report at 3.

® PEER Report at 94.

® PEER Report at 93.
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lessees. In addition, the Port receives from Harrison County a portion of ad valorem tax
collections and earns interest on excess revenues. At the beginning of the 2007 fiscal
year, the Port had $81,756,822 in unencumbered cash. 10

For fiscal 2007, the Port’s total expenditures — including operations, contractual
services, capital outlays and bond principal and interest payments — equaled $28,165.728.
These expenditures were paid for through port operations (both maritime and non-
maritime), ad valorem tax payments from Harrison County, interest on excess revenues,
and insurance and grants. Because these funds exceed expenditures, the Port began fiscal
2008 with an unencumbered cash balance of $82,353,592.

Capital expansion at the Port of Gulfport has been generally financed through
bonds and loans and internal funds. The most recent debt issued was $40 million in fiscal
1999 for the expansion and addition of terminal facilities.’! At the end of fiscal 2004, the
State Port Authority at Gulfport had $31,850,000 in general obligation bond balances. 12
By the end of fiscal 2007, the bonded indebtedness had been reduced to $28,545,000."
For fiscal 2007, the Port’s total debt service was $3,134,589.

The State of Mississippi, through MDA and the Mississippi Department of
Transportation (MDOT) has also provided loans and grants to the Port of Gulfport as well
as the other commercial ports. From fiscal year 2000 through 2006, the state awarded at

total of $26,095,120 in grants and loans to all of Mississippi’s commercial ports.*

1 Mississippi State Port Authority at Gulfport, Budget Request for Fiscal Year Ending
June 30, 2009 (“2009 Budget Request”) at 1.

12009 Budget Request at 17.

:z PEER Report at 6.

' PEER Report at 36.
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The U.S. Army Corps of Engineers provides equipment, assistance and funding
for Congressionally approved channel dredging projects at public ports. Dredging at
dock and mooring areas is generally paid for by the ports,

In 1998, MDOT commissioned the consulting firm of Parsons, Brinckerhoff,
Quade and Douglas to conduct a study of the capabilities of Mississippi’s 15 public ports
and develop a strategy for expansion and development. The study recommended the
expenditure of $65 million for critical capital and infrastructure development for all
public ports from calendar year 2000 through 2005. As noted above, during this period
the State actually expended $26 million, less than half the recommended amount.'®

The 2003 Master Plan. In 2002, the Mississippi State Port Authority (MSPA)
commissioned several private consulting firms led by the JWD Group, a division of
DMIM Harris, to create a “Master Plan” for the Port of Gulfport (the “2003 Master
Plan™)."7 The 2003 Master Plan included a “Twenty-Year Vision Plan” that
contemplated a dramatic development of the port facilities. The “Twenty-Year Vision
Plan” included a new truck road from I-10 to the east and west piers, the relocation of
Highway US 90, a “total of four gaming facilities including support areas with hotels,
parking, etc., a total of two cruise terminals and berths” and expanded east and west
piers. The east i)icr would be expanded with approximately 60 acres of landfill; the west

pier with approximately 24 acres of landfill. 8

1> PEER Report at 6,

18 PEER Report at 34, 46.

1" Mississippi State Port Authority at Gulfport Master Plan Update, March 2003 (#2003
Master Plan”) at 2.

%2003 Master Plan at 6, 13-14.



232

Mississippi Center for Justice

The 2003 Master Plan, which ran to 123 pages including appendices, assessed
certain environmental and economic impacts of the projected expansion. It estimated
increased future demand for exports and imports, cruise ships and casino gambling. The
Plan, however, did not address how the MSPA would raise the funds necessary to finance
the expansion. But the 2003 Master Plan did contemplate that the development would
proceed in stages over a 20-year petiod, presumably so that the economic benefits could
be measured and adjustments made as the project proceeded. The clear implication is
that the Port at Gulfport would realize increase revenues from the expansion that could,
in turn, be used to finance the development. Indeed, in its fiscal 2009 budget request, the
MSPA expected to expend $57,650,000 in capital outlays, other than for equipment. The
budget request describes these expenditures as a “continuation of Hurricane Katrina
recovery and projects planned in accordance with the Strategic Master Plan. Capital
Qutlay projects for Fiscal Year 2009 utilize reserve funds and excess FY 08 revenues.
The projects do not include anticipated FEMA, or other grant funds.”*® In short, nothing
in the 2003 Master Plan contemplated that the expansion would be financed through
federal funds, and Master Plan projects have, in fact, been financed through other
sources.

The 2007 Master Plan Update. In September 2005, the MSPA commissioned
the JWD group — which prepared the 2003 Master Plan — to create an update of the 2003
Master Plan following Hurricane Katrina. The result, entitled “Gulfport Master Plan
Update 2007, Mississippi State Port Authority,” (the “2007 Master Plan Update”) was

adopted by the MSPA in June 2007. The 2007 Master Plan Update saw the results of the

12009 Budget Request at 13.
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storm as an opportunity to advance the goals of the 2003 Master Plan. According to the
2007 Master Plan Update, “Although the storm damaged much of the existing port
facilities, it also accelerated redevelopment of port areas and opened new opportunities
for growth of the maritime and gaming markets,”*

The 2007 Master Plan Update largely adopts and confirms the goals of the 2003
Master Plan, but accelerates some into a five year “work plan.” The Update estimates
the costs of the 10-year Vision Plan, discussed below, at $541,772,566.

The 10-year Vision Plan includes the creation of water access, landforms and
wharf construction. The dredging includes deepening and widening the ship channel

“from 36 feet to 42 feet. The total estimated costs for the dredging and wharf construction
is $231,203,514. The 10-year Vision Plan also contemplates spending $119,157,000 on
the creation of an “inland port” to serve as a rail yard and distribution center. Another
$104,000,000 would be spend on improvements to the east and west piers.”’ The total of
$541,772,566 did not include the costs of rerouting Highway 90 or the creation of a new
connector road to I-10, which are under the jurisdiction of MDOT.

The relocation of Port facilities is intended to permit the development of a
condominium and casino complex in the North Harbor area. This “village™ concept,
referred to in the Update as the “North Harbor Village,” is envisioned to include 2
casinos with hotels, three “boutique” hotels, 60 retail establishments and 400 upscale

condominiums.”

202007 Master Plan Update at 2.
212007 Master Plan Update at 125-26.
2 2007 Master Plan Update at 94-97.
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Federal Funds for Hurricane Recovery in Mississippi. Congress appropriated
approximately $5.4 billion in federal funds for disaster relief and recovery in Mississippi.
These funds are administered as Community Development Block Grants (CDBG)
through the U.S. Department of Housing and Urban Development (HUD). The statute
authorizing the appropriation specifies that at least 50% of the funds should be used to
benefit low and moderate income people. The Secretary of HUD, however, can waive
the requirement upon a “finding of compelling need.”

On September 7, 2007, MDA announced its proposed Port of Gulfport
Restoration Program that would divert $600 million from the $2.15 billion previously
allocated by the State of Mississippi for homeowner assistance. On January 25, 2008,
HUD Secretary Jackson approved the port expansion proposal, despite his concern that
there may still be significant unmet needs for affordable housing.

In its request to Secretary Jackson — formally entitled “Mississippi Development
Authority Amendment 5 Port of Gulfport Restoration Program, September 7, 2007 —~
MDA described the proposed “redirection” of funds to “facilitate the restoration of public
infrastructure and publicly owned facilities that were destroyed by Hurricane Katrina and
to provide for the long term recovery of the operating capacity of the Port.”* The
request does not mention the availability of other funds for reconstruction projects.
Without attributing the projects to the “Vision Plan,” the request states that “projects may
include, but are not limited to,” the channel dredging, the expansion of the piers, new

roadways, new terminal gates and the development of the inland port facility as described

» Mississippi Development Authority Amendment 5 Port of Gulfport Restoration
Program — September 7, 2007 (“Port Proposal”) at 2.
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in the Master Plan.”
ANALYSIS

The Port Expansion Proposal Is Not Disaster Recovery; It Is An
Unprecedented Investment In A Self-Sufficient State Enterprise. As noted above, he
Port is a self-sufficient state enterprise. It receives no State General Fund reveneues.
Like virtually all commercial ports in the United States, the Port of Gulfport has funded
its development through borrowing and internal funds. This proposed massive
investment of federal tax funds, which would be the single largest investment in any state
enterprise in the history of Mississippi, is without precedent.

The proposed expansion is not a response to any hurricane recovery need. Rather,
it is an attempt to realize the “20-year Vision Plan” first outlined in the 2003 Master Plan
— two years before Hurricane Katrina.

The Expansion Plan Is Not Tied To Storm Damage Or To Critical Capital
Needs. Before Katrina, the Port at Gulfport had a total asset value of approximately $127
million. While it suffered approximately $50 million in damages, those costs were
covered by insurance, FEMA and Port funds. Thus, the $600 million is not directed at
storm damage.

Nor is the $600 million tied to critical capital needs. According to the PEER
report, the total capital needs of all 15 Mississippi ports was approximately $65 million,
from 2000 until 2005. The funds for the proposed expansion is ten times this capital

needs amount. To date, the Port has at least $82 million in unencumbered cash which it

# Port Proposal at 3-4.
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intends to use for capital development projects, including projects outlined in the Master
Plan.

The Proposed Expansion Ignores Other Traditional Seurces Of Port
Development Funds, Such As Revenue Bonds. Commercial ports typically fund
expansion projects by issuing bonds. Publicly owned ports are able to issue tax-free
bonds that generally offer attractive returns to investors. The process of funding
expansions through private capital markets imposes a critical discipline on expansion
projects: underwriters will only support a bond issuance for projects that can repay the
bonds.

A typical port development program is illustrated by the experience of Florida,
which has several ports that compete with the Port of Gulfport. The State of Florida
achieved $458 million in improvements at fourteen ports during a four year period by
selling a $220 million state bond issue and then requiring each port to invest its own
monies into the port improvements projects funded with state bond proceeds at a match
rate of 25% to 50%.”

There are many examples of United States ports using bond funds, or a
combination of bond proceeds and internal revenues, to fund major expansions. The Port
of Houston, which claims to be the "the largest foreign waterborne tonnage port in the
United States and second in overall tonnage," recently passed a $250 million revenue
bond to fund a major expansion.”® The Port of Tacoma recently announced a $300

million container facility expansion funded by industrial revenue bonds, which are retired

# PEER Report at 46.
26 Houston Chronicle, October 18, 2007.

10
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through leasing proceeds.”” The Port of Freeport, Texas, which competes with the Port of
Gulfport, is funding an expansion program with $45 million in industrial development
revenuc bonds.”

The State of Mississippi’s expansion program for the Port of Gulfport completely
ignores the availability of other funding sources but instead relies entirely on CDBG
funds intended for housing and other hurricane recovery needs. This marks a dramatic,
uprecedented shift in funding plans for the Port’s development.

As noted above, the Port of Gulfport has relied on internal funds and bond
proceeds for capital projects. A December 19, 2005 article in the Journal of Commerce
explained that the 2003 Master Plan contemplated funding through these traditional
sources. “Three years ago, the port adopted a 20-year, $250 million master plan that
included expanding the port’s 200 acres of property by filing in 60 acres of Mississippi
Sound and reconfiguring several facilities to include an intermodal terminal and more
space for banana cargos. The work was to be financed on a pay-as-you-go basis from the

, , . )29
port’s casino-aided revenue.”

{emphasis added.) When asked about funding expansion
after Katrina, the Port’s Executive Director and CEO, Donald Allee, pointed to the bond
market: I think we will be looking at revenue bonds in 2006.” *°

The State of Mississippi does not explain why revenue bond financing is not
available today to cover all or a substantial part of a reasonable Port expansion. The

Port’s last bond issue was nine years ago, a $40 million bond for terminal expansion.

Currently, the Port’s debt service is approximately $3.1 million, and the Port has $82

2" The News Tribune, July 27, 2007.

28 Houston Chronicle

;‘j The Journal of Commerce, 12/19/05, 2005 WLNR 209473727 at 1.
1d. at 3.

11
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million in unencumbered cash. In light of the Port’s current financial status,
unencumbered cash, low debt service and expected revenues from the expansion, the
State should explore alternative funding before committing a wholesale appropriation of
scarce housing recovery funds.

The Proposed Expansion Is Predicated On Faulty Assumptions And Relies
On Attracting Business From Other Areas That Face Hurricane Recovery
Challenges.

Much of the forecasted economic benefit from the port expansion project relies on
the development of the “village,” complete with two new casinos and high-end
condominiums. Neither the MSPA nor the MDA have even identified a potential private
developer, much less entered into a letter of intent for this risky development. Indeed, the
2007 Master Plan Update notes that “gaming revenues had been steady since the turn of
the 21* century, and had not experienced any significant growth since the year following
the opening of the Beau Rivage [in Biloxi] in March 1999.” 31 The Update suggest that
the proposed additional casinos in Gulfport may have some advantage over those in
Biloxi because of their closer vicinity to traffic from western areas, such as New Orleans.
The Update concludes, however, that “to the extent that the region’s gross gaming
revenues are anticipated to once again reach maturity with the redeveloped or new
casinos [in the Biloxi area], potential new investors may be reluctant to make substantial
capital investments into traditional projects in the Gulfport area.” 32 The 2007 Master

Plan Update does not explain how Gulfport’s competition for gaming customers with

31 2007 Master Plan Update at 4.
%2 2007 Master Plan Update at 4.

12
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Biloxi — which was ravaged by the hurricane — will assist the overall economic recovery
of the region.

Much of the projected analysis of increased shipping revenues comes at the
expense of other ports in the region, including New Orleans and Pascagoula, which were
both hard hit by the hurricane. Again, the State of Mississippi’s proposal to expand the
Port of Gulfport does not explain how diverting business from these areas will assist in

the economic revitalization of the entire area.

13
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Chairwoman Waters and Chairman Cuellar, | would like to thank you for the opportunity
to testify on behalf of the National Association of Housing and Redevelopment Officials
{NAHRO) during today’s important joint hearing on the roles and responsibilities of HUD
and FEMA relative to affordable housing needs following emergencies and natural
disasters. Thank you also to Chairman Frank and Chairman Thompson of the full
committees for your leadership on these issues. My name is Saul Ramirez, and | am
the Executive Director of NAHRO.

A 501(c)3) membership association, NAHRO represents over 3,200 housing
authorities, community development departments, and redevelopment agencies, as well
as over 19,000 individual associates working in the housing and community
development industry. NAHRO’s members administer HUD programs such as Public
Housing, Section 8, CDBG, and the HOME Program. For nearly 75 years, our extensive
and diverse membership has aliowed us to serve as the leading housing and
community development advocate for the provision of adequate and affordable housing
and strong, viable communities for all Americans - particularly those with low- and

moderate-incomes.

Our statement will draw upon the experiences of some of our member public housing
agencies (PHAs) to.make a larger point about the need to reform the relationship
between HUD and FEMA as it pertains to repairing and rebuilding public housing
following disasters. By way of example and review, HUD approved $100 million in
Community Development Block Grant (CDBG) funding on August 31, 2006 to address
lingering affordable housing needs in Mississippi resulting from the 2005 hurricane
season. When HUD announced approval of the state’s partial Action Plan, then-
Secretary Alphonso Jackson called the funding “a direct investment in the homes of
low- and very low-income families who once called these public housing developments
home.” The Secretary stated that HUD intended for the dollars to be used to “restore
these public housing units on at least a one-to-one basis." This goal, along with so
much of the Gulf Coast’s recovery, was not realized in a timely fashion.
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When NAHRO members traveled to Mississippi in February 2007 to help rebuild
damaged public housing units, our Mississippi member agencies along the Gulf Coast
had not yet received any of the $100 million in emergency CDBG funding approved in
August 2006. As the Subcommittee on Housing and Community Opportunity heard
during its May 8 hearing, grant funds for the impacted Mississippi agencies are still
“pending final application and completion of environmental assessments.” Delays of
this nature have clearly slowed the restoration of affordable housing opportunities in the
region. However, the reality is that even if the funding approved by HUD in August
2006 had flowed instantly to Mississippi PHAs, over one year would have passed
between Hurricane Katrina’s landfall and the receipt at the local agency level of federal
aid for restoring damaged and destroyed public housing units.

NAHRO was vocal in its support for emergency CDBG funding to address Gulf Coast
recovery needs, but it is our belief that public housing developments should not have
had to wait so long to access federal funding, nor should public housing residents have
had to wait so iong to return home. We have always believed there was an easier way,
but the relevant decision-makers have yet to seize the opportunity.

Recall that President Bush signed $10 billion in Stafford Act funding into law on
September 1, 2005. As | explain below, while all other forms of publicly-assisted
housing are eligible to be repaired and rebuilt using these doltars, an obscure and
outdated agreement between HUD and FEMA has prevented PHAs from accessing
Stafford Act funding for the permanent repair and reconstruction of public housing units.

An Outdated Memorandum of Understanding Contributed to Delays in Bringing
Gulf Coast Public Housing Units Back Online

For nearly three years, NAHRO has worked to bring attention to a specific policy that we
believe has impeded the repair and reconstruction of the region’s public housing
inventory. In the months following the 2005 hutricane season, many of our member
agencies operating along the Gulf Coast were frustrated by the resistance they
encountered as they investigated the availability of FEMA funds for the repair and/or
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replacement of damaged public housing units. NAHRO has consistently argued that
many of these difficulties can be traced directly to a Memorandum of Understanding
(MOU) entered into by HUD and FEMA in 2001.

This MOU has led FEMA and HUD to conclude that FEMA assistance, authorized under
Section 406 of the Stafford Act, for the repair, restoration, reconstruction, or
replacement of a public facility damaged or destroyed by a major disaster is not an
option for projects that are eligible for HUD disaster assistance under section 9(k) of the
U.S. Housing Act of 1937, as amended. Although the MOU was most likely well-
intentioned in that it sought to prevent duplication of resources, it has nonetheless put
public housing developments in the unenviable position of being unable to access
existing FEMA funds by virtue of being eligible for HUD funding that has proven

insufficient, as | will explain.

NAHRO believes that the authors of the MOU should have known the process it
outlined would prove to be unworkable. Beginning with the Fiscal Year (FY) 2000
VA/HUD Appropriations Act, Congress has consistently prohibited HUD from moving
appropriated funds into the 9(k) emergency reserve. In order to provide an alternative
to the 9(k) reserve, Congress has since FY 2000 provided line-item funding for grants to
PHAs for emergency capital needs resulting from emergencies and natural disasters.

This emergency capital needs set-aside was funded at $75 million for FY 2000.

The MOU between HUD and FEMA concerning coordination of disaster assistance to
PHAs was entered into on January 8, 2001 and issued on March 19, 2001. For PHAs'
disaster recovery costs not covered by insurance and essential assistance from FEMA,
the MOU identifies the source of funding as “the capital public housing reserve
authorized by section 9(k) of the United States Housing Act of 1937, authority, as
amended (42 U.S.C. 1437g(k)), or similar statutory authority, subject to the availability
of appropriations. The MOU, therefore, referred directly to a nonexistent source of
funding (the 9(k) reserve) while failing fo make a direct reference to the emergency

capital needs set-aside. The MOU also failed to describe what recourse, if any, is
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available to PHAs if funds available through the 9(k) reserve “or similar statutory
authority” have been exhausted or are insufficient.

The prohibition against using appropriated funds for the purposes specified in 9(k) has
been a feature of every HUD appropriations measure since FY 2000, including FY 2005
during which Katrina and Rita made landfall. Congress has continued to separately
appropriate funds for the emergency capital needs set-aside, but this funding is distinct
from the 9(k) emergency reserve and in some years will likely be insufficient to address
the extensive costs associated with repairing or rebuilding public housing units in the
aftermath of a major disaster, as was the case in 2005. Note also that emergency
capital needs funding cannot carry forward and may only be used to address disasters
that occur in the fiscal year for which the doliars are appropriated. Looking forward,
Congress appropriated just $18.5 million for the emergency capital needs set-aside for
FY 2008, or just 25 percent of the original FY 2000 appropriation of $75 million.

In addition to being outdated from the outset, the MOU seems to discriminate against
public housing units. In a memorandum dated April 14, 2003, FEMA assigned a policy
number (9523.7) to the March 2001 MOU. The memorandum provided additional
clarification on the disaster assistance available to various types of publicly-assisted
housing facilities. Specifically, the memorandum makes clear that while public housing
units developed or modernized under section 9(k) are eligible for HUD disaster
assistance, “publicly-subsidized housing facilities that were developed and financed
from other sources, such as other HUD programs (e.g., Section 8, FHA Mortgage
Insurance, etc.)...do not qualify for HUD disaster assistance” and “may apply directly to
FEMA for public assistance grants under any category of work, including Section 406
permanent repairs.” Because the MOU seems to have cut off public housing
developments from Section 406 assistance, this type of housing has been placed at a
distinct disadvantage compared to all other forms of publicly-assisted housing.
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HUD and FEMA Need to Clarify the Eligibility of Public Housing Units

NAHRO contends that the MOU leaves important questions unanswered. Even though
public housing units are eligible for HUD disaster assistance, are they unequivocally
barred by statute from receiving FEMA public assistance funding to support repair and
reconstruction work, including permanent repairs classified under Section 4067 And if
not, why isn’t this eligibility reflected in the MOU? NAHRO believes public housing units
are indeed eligible for Section 406 assistance. In our opinion, the MOU should be

revised to make this eligibility explicit.

In a letter to NAHRO dated October 31, 20005, HUD Assistant Secretary for
Congressional and Intergovernmental Relations Steven B. Nesmith wrote:

“The MOU directs PHASs to ook to the Capital Fund set-aside for emergencies and
natural disasters for reconstruction funding. The MOU does not specifically rule out
seeking FEMA assistance under Section 406 of the Robert T, Stafford Disaster
Relief and Emergency Assistance Act, as amended (Section 406). Historically, FEMA
has not funded public housing reconstructions under Section 406 because of the
availability of substantial funding under the Capital Fund set-aside for emergencies and

natural disasters.” (emphasis added)

This suggests that HUD perceives no legal barrier preventing PHAs from accessing
FEMA assistance for reconstruction. Furthermore, FEMA’s April 2003 memorandum

states:

“Although HUD has specific authority under Section 9(k) of the U.S. Housing Act of
1937, as amended, to provide funds for the repair of disaster damaged PHA facilities,
FEMA has generally funded these costs in the past” (emphasis added)

This raises the question of how frequently FEMA funded costs associated with repairing
and rebuilding public housing units prior to entering into the MOU. In a November 21,
2007 letter to House Financial Services Chairman Barney Frank, FEMA Disaster

Assistance Directorate Assistant Administrator Carlos J. Castillo wrote the following in
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response to the Chairman’s request that FEMA work with HUD to revise the MOU to
clarify that public housing developments are eligible to receive Section 406 assistance if
HUD funds are unavailable:

“While your request poses a number of challenges, FEMA has commiited to and
communicated to HUD that we will study the feasibility of this issue, for the purpose
of authoritatively determining whether such a change is both appropriate and
legal. That study is actively underway.” (emphasis added)

If FEMA has previously funded the permanent repair and reconstruction of public
housing units, then it would seem that the question of whether “such a change is...legal”
has already been answered. If FEMA has never funded the repair or reconstruction of
this particular type of publicly-assisted unit, then we remain puzzled as to why the 2001
MOU and the 2003 memorandum did not explicitly state that such units are ineligible for
Section 406 assistance. We hope this hearing will provide an opportunity for FEMA to
set the record straight on this issue.

Not Enough Dollars Are Available, and Too Much Time Has Passed

As | mentioned earlier, while the Congress continues to provide funding for the
emergency capital needs set-aside, these funds have proven to be insufficient during
fiscal years in which major disasters occur. Such was the case following the 2005
hurricane season. Mr. Nesmith’s October 2005 letter to NAHRO communicated HUD’s
recognition that “the needs for public housing reconstruction funding will exceed the
funding currently appropriated.” The letter also stated that HUD was “coordinating its
efforts with those of FEMA to address the wide spectrum of needs not only for public
housing reconstruction, but for other community needs as well.” Clearly HUD knew its
own resources were insufficient to meet the needs for public housing reconstruction and

had ample opportunity to communicate this information to FEMA.

Approximately $29 million was available under the emergency capital needs set-aside
for FY 2005, the fiscal year during which Katrina and Rita made landfall. Only two

agencies were successful in securing funding through that program for costs associated
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with the 2005 hurricane season. Those agencies were the HUD-led Housing Authority
of New Orleans, which received $21.8 million, and the Biloxi Housing Authority, which
received $7 million. As | mentioned earlier, Congress appropriated just $18.5 million for
the set-aside for FY 2008.

As an aside, although HUD realized it did not have enough resources to fund all
incoming applications from PHAs, it is our opinion that the Department did not do
enough in the aftermath of the 2005 hurricane season to ascertain quickly and
accurately the true nature of the repair and reconstruction needs of Gulf Coast PHAs.
NAHRO attempted io be helpful in this regard. | sent multiple letters to then-Secretary
Jackson and others at HUD sharing our thoughts on how the Department could move
quickly to generate the detailed cost data necessary to undertake the restoration of
damaged public housing units. The first of these letters, delivered on September 9,
2005, also suggested that the Department employ an “inspection process for assuring
that alternative housing provided for relocated victims of Katrina is suitable,” and that
this process be conducted in a way that would “generate information needed by the
Department for assessing the damage to other HUD-assisted housing.” We never

received a response to our suggestions.

Moving forward, as evidence of the urgent need to revise the MOU, it must be noted
that HUD has not even requested funding for emergency capital needs for FY 2009.
Under the heading for the Public Housing Capital Fund, the FY 2009 HUD budget
appendix states,

“Funds for disaster relief are not requested. FEMA disaster assistance is available for

any needs that are not covered by the required property insurance.” (emphasis added)

This was the second HUD budget in a row to request no funding for disaster assistance.
Clearly HUD is aware that, in the case of public housing developments, FEMA disaster
assistance has not been available “for any needs that are not covered by the required
property insurance.”
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With HUD no longer requesting disaster funding, it is worth noting that FEMA built an
automatic review date into its 2003 memorandum updating the MOU. As | mentioned
above, the memorandum numbering the MOU and providing additional clarification was
published on April 14, 2003. That memorandum specified a review date “three years
from date of publication.” Although it is reasonable to conclude that the events of the
2005 hurricane season were themselves sufficient o inspire a review of the MOU, it
appears that FEMA and HUD were supposed to revisit the policy on April 14, 2006

regardless of recent or current events.

Absent an automatic review, other parties have urged HUD and FEMA to revise the
MOU. in a June 12, 2007 letter addressed to FEMA Administrator Paulison and copied
to then-HUD Secretary Jackson, Chairman Frank called on FEMA to “work with HUD in
resolving this matter quickly and in a manner that clearly specifies an appropriate,
accessible, and readily available funding source for the repair, restoration, and
replacement of public housing units following major disasters.” We very much
appreciate Chairman Frank’s efforts. We note also that his letter was not the first
attempt by an interested party to resolve the confusion that has arisen from the MOU.
On October 5, 2005, 1 transmitted a letter to then-HUD Secretary Jackson stating the
“following:

“We believe that the clear intent of the MOU is to make available the federal resources
necessary to repair and restore publicly-subsidized facilities, such as pubic housing,
provided that recipients do not receive redundant funding.

“NAHRO suggests that, inasmuch as no resources are available under section 9(k), the
Department immediately seek FEMA funding for the repair, restoration and replacement
of damag‘ed or destroyed public housing in hurricane-impacted areas. To the extent any
language contained in the MOU is deemed to present an impediment to the availability
of FEMA assistance it should be renegotiated to allow the use of FEMA assistance in an
instance in which HUD has not supplied full funding for the repair, restoration or
replacement of damaged public housing under section 9(k).”
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After Mr. Nesmith provided a response from HUD in the form of his October 31, 2005
letter, 1 wrote to Deputy Secretary Roy Bernardi restating NAHRO'’s belief that, “if
resources are available at FEMA for the repair and reconstruction of public housing, all
necessary steps should be taken immediately by the Department to allow and facilitate
PHAs’ access to that funding.”

Although the MOU has still not been revised, it is our understanding that HUD and
FEMA have engaged in negotiations and a draft version of a new MOU is under
consideration. We have now entered our third new post-Katrina hurricane season, and
this issue remains unresolved. NAHRO hopes you will urge HUD and FEMA to move
quickly to enter into a revised agreement outlining a process through which PHAs can
apply for FEMA assistance under Section 406 to repair or rebuild public housing units if
adequate funding is not available through the 9(k) reserve or the emergency capital
needs set-aside for the applicable fiscal year. Any revised agreement should make it
clear that Section 406 assistance may be used to cover the costs of repairing or
replacing public housing units that are not otherwise funded by HUD or insurance
proceeds. ltis our hope that this revised policy would be made retroactive to 2005 in
order 1o provide any impacted Gulf Coast agencies experiencing funding shortfalls with
the chance to finally access needed resources.

We also believe a revised MOU along the lines we have described is appropriate
regardless of future Congressional actions relative to the 9(k) reserve and the
emergency capital needs set-aside. Even if HUD is eventually permitted to move
appropriated dollars into the 9(k) reserve, it is entirely possible that we will experience
future disasters that result in public housing repair and reconstruction needs that
outstrip available HUD resources.

Mississippi Housing Agencies Denied Promised Reimbursement

| also wanted to use this written statement to relate an unfortunate episode that was, in
NAHRO’s opinion, both a byproduct of the outdated MOU and further evidence of the

10
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need for better coordination between HUD and FEMA and a fundamental rethinking of
FEMA'’s housing-related responsibilities following disasters.

In late 2005 five Mississippi PHAs informed NAHRO of two separate but related
challenges as they sought reimbursement under FEMA’s Public Assistance (PA)
program for demolition and debris removal activities (including mold abatement)
undertaken as a result of Hurricane Katrina. The first challenge stemmed from what
appeared to be a decision made by FEMA that made it practically impossible for PHAs
to secure previously promised reimbursement, while the second challenge was related
to FEMAs bureaucratic structure.

These PHAs described to NAHRO staff in detail an October 5, 2005 meeting in
Jackson, Mississippi, during which officials representing FEMA and the Mississippi
Emergency Management Agency (MEMA) informed PHAs that demolition and debris
removal activities related to Hurricane Katrina would be classified as Category B
{emergency protective measures) under the PA program and would therefore be eligible
for 100 percent reimbursement from FEMA. During this meeting, FEMA and MEMA
officials encouraged PHAs to fill out project worksheets and work toward the completion
of demolition and debris removal by the deadline for PA funding, which at that point in
time was October 27, 2005. PHAs' representatives left that meeting with the distinct
impression that they had to act quickly or forever lose the opportunity to seek and
receive full reimbursement from FEMA.

NAHRO staff received multiple reports asserting that FEMA officials signed off on and
began to process PHAs’ project worksheets under either Category A (debris removal) or
Category B, only to later reclassify the activities involved as Category E (permanent
reconstruction expenses related to buildings and facilities) activities, thus making the
activities ineligible for reimbursement. In many of these instances, FEMA reclassified
time-sensitive mold abatement activities under Category E, thus tacitly invoking the

terms of the MOU. Because Category E activities involve permanent reconstruction

11
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expenses, FEMA argued that HUD bore the responsibility for “providfing] funding to

repair disaster damages” for the public housing units in question.

Email communications between FEMA and Mississippi PHAs indicated that FEMA had
adopted a new mold remediation policy for Mississippi on December 16, 2005. This
policy was again revised on January 6, 2006. In a January 7, 2006 email sent by one
FEMA official to another FEMA official on this topic, the first official wrote, “It's not likely
that any of the mold growth along the coast was addressed soon enough after Katrina
hit to qualify it as Category B.” In the same e-mail message, the official also wrote,
“Essentially, there are times when the activity the Housing Authority performed would be
Category B work, and other times when those same activities would be Category E

work.”

In a separate e-mail addressed to a PHA and dated January 7, 2006, another FEMA
official wrote, “In short, regarding mold treatment, FEMA has decided that the line has to
be drawn somewhere between calling such work an emergency response (Category B)
and part of a permanent repair {Category E)...Currently, the line is drawn after several
hours, as opposed to days, following the storm.” In another email, this FEMA official
wrote he had recently learned that “other PWs (project worksheets) have been revisited
by Jackson in a like manner,” meaning that FEMA-Jackson had apparently adopted a
policy of reclassifying project worksheets seeking reimbursement under Categories A
and B as Category E.

Other activities undertaken by PHAs that would reasonably qualify as either Category A
or B were also reclassified as Category E by FEMA, thus resulting in decisions to deny
reimbursement. In some cases these decisions were made based on FEMA's
characterization of the work performed. In other cases it appears that the nature of the
‘work was immaterial and the main concern was when the work was actually completed.
As an example, one PHA told NAHRO that FEMA provided assurances that sheetrock
removal would be reimbursed. This PHA completed a project worksheet and submitted

for reimbursement under Category B. FEMA later reclassified the project worksheet

12
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under Category E, arguing that the work had not been performed in the hours
immediately following the storm. In another case, covering holes in a roof with salvaged
sheetrock and decking in order to put up a tarp -- clearly a temporary action taken to
prevent further water damage -- was reclassified by FEMA as a permanent repair.

FEMA’s decision to reclassify mold abatement work and other emergency repair
activities as Category E was unfair for a number of reasons. First, FEMA punished
PHAs for not adhering fo a mold remediation policy that did not yet exist at the time of
the October 5, 2005 meeting in Jackson and was later revised again. Second, if it was
always FEMA's intent to deny reimbursement for activities that did not occur within the
first few hours after Hurricane Katrina struck, FEMA could have made that clear during
the October 5, 2005 meeting, since over a month had passed since the federal disaster
declaration. FEMA should not have changed the rules after making promises that were
relied upon in good faith by the PHAs.

Finally, even through the use of emergency procurement procedures, it would have
been impossible for PHAs to address storm damage in the first few hours following the
storm. PHAs were without electricity or telephone service, gasoline was scarce, and the
buildings from which they would normally conduct business had in many cases
sustained major damage. It defies logic to expect PHAs facing these conditions to
procure contractors and complete repairs “after several hours.” The suggestion that
Katrina-related remediation should have proceeded apace just hours after a disaster of
this magnitude is frankly risible.

Consider that FEMA’s own Frequently Asked Questions resource, available online at
hitp://www fema.gov/government/arant/pa/fag.shtm, states that both debris removal and

emergency protective measures may be reimbursed if the work is performed within six

months:

13
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“Project Funding

Does the time period in which work is performed affect the reimbursement of that
work?

The initial deadlines are established according to the type of work performed.

Debris removal - 6 months

Emergency protective measures - 6 months

Permanent repair work - 18 months

Time extensions may be granted for extenuating circumstances.”

If the devastating effects of Katrina did not qualify as “extenuating circumstances,” we
are hard pressed to imagine what would. In any case, the PHAs seeking the promised
reimbursement completed debris removal activities and emergency protective measures

weli within the six month timeframe.

In many cases, the PHAs that contacted us found themselves navigating a maze of
bureaucracy in their attempts to secure the appropriate level of reimbursement. For
example, two PHAs that contacted us had been represented by an individual who was
assured by FEMA in October 2005 that reimbursement would arrive no later than three
weeks after emergency repair work was completed. Eight months after the disaster,
these PHAs continued to encounter resistance from FEMA officials as they attempted to
convince the agency to revisit work orders and adjust the level of approved
reimbursement {0 reflect updated insurance settlement information. Instead of meeting
with the representative of the PHAs to resolve the issue of the work order, FEMA
required PHAs to revisit and document their procurement processes, despite the fact
that the PHAs had been encouraged to employ emergency procurement.

On April 25, 2006, | transmitted a letter to then-acting FEMA Director David Paulison
communicating NAHRO's concern over what appeared fo be an effort on the part of
FEMA to withhold reimbursement for previously-authorized work plans. FEMA took
over six months to respond. In a letter dated November 9, 2006, James A. Walke,
Public Assistance Branch Chief for FEMA’s Recovery Division, essentially dismissed

14
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NAHRO's concerns, writing that “the amount of interior demolition (i.e., removal of

sheetrock) that is considered emergency protective measures is best made onsite.”

Furthermore, instead of acknowledging that FEMA staff did anything improper, Walke's
letter implicitly invokes the MOU by stating that “HUD provides funding to repair disaster
damages to facilities authorized by Section 9(k) of the US Housing Act of 1937.” Walke
closed the letter by writing that FEMA was “pleased to have assisted many PHAs in
recovering from the devastating effects of Hurricane Katrina.” Surely such a sentiment

is little more than cold comfort to those agencies that were struggling to rebuild.

Conclusion

In our opinion, there is a connection between the problematic and ambiguous MOU and
the difficulties faced by our members in Mississippi. As | have discussed, the MOU
allows FEMA to claim it provides essential assistance to PHAs but is unable to fund the
permanent repair and reconstruction of public housing units, including in those years in
which HUD funding is clearly insufficient. However, when PHAs seek essential
assistance from FEMA, funding for which PHAs’ eligibility is not in dispute, FEMA has
managed to avoid paying for emergency protective measures by simply reclassifying
projects as permanent repair or reconstruction, thus shifting responsibility to HUD. This
vicious circle ultimately places rebuilding efforts in limbo and leaves public housing
residents wondering whether they will ever have the option to return home. While we
can only speak to the cases brought to our attention by our members, we do feel that
this episode clearly demonstrates that revisiting the MOU should be part of any strategy
intended to both address lingering affordable housing needs in the Guif Coast and
ensure that future federal disaster responses do not neediessly impede local efforts to
bring public housing units back online in a timely fashion.

As we enter the 2008 hurricane season, both the woefully outdated MOU and the
experiences of the Mississippi PHAs demonstrate the urgent need for HUD and FEMA
to reassess their roles and responsibilities regarding the provision of assistance to
PHAs following emergencies and natural disasters. It is NAHRO's hope that today’s

15
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hearing will spur HUD and FEMA to return to the negotiating table to review and revise
the MOU in a way that makes funding accessible and, of equal importance, holds these
federal agencies accountable for the various commitments they make to PHAs. We
hope HUD and FEMA will take it upon themselves to make the needed changes.
However, should it be necessary, Congress should encourage HUD and FEMA in the
strongest terms to produce a transparent and unambiguous roadmap for PHAs to follow
as these local agencies seek the resources needed to preserve and protect the federal
government’s long-term investment in our nation’s public housing inventory, an

inventory that represents a $100 billion public asset.
Thank you for your consideration. NAHRO commends your leadership as it relates to

housing and community development policy as well as your ongoing commitment to
meeting the needs of those impacted by the 2005 hurricane season.
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Good morning Chairwoman Waters and Chairman Cuellar. My name is Jeffrey Riddel. 1am the
Director of HUD’s Office of Capital Improvements, the office that awards Capital Funds to
public housing authorities to maintain and repair their public housing stock. Thank you for the
opportunity to testify today.

The Office of Capital Improvements also administers the public housing emergency and natural
disaster grant program in accordance with appropriations made by Congress annually as part of
the Capital Fund. In Fiscal Year 2008, for public housing nationwide, Congress appropriated
$18.5 million for emergency and natural disasters. Natural disaster grants are made available to
housing authorities by application to pay for the repair of public housing damaged or destroyed
by natural phenomena, such as hurricanes, flooding or earthquakes. Natural disaster grant funds
can be made available to pay for costs that are not otherwise covered by insurance.

I am here today to discuss how best to enable HUD Public Housing Authorities (PHAs) to make
necessary repairs following the event of a natural disaster. My testimony will summarize the
issues, and then propose a policy option.

The Quality Housing and Work Responsibility Act (QHWRA), enacted in 1998, included a
provision, section 9(k), which permitted HUD to award natural disaster grants to housing
authorities. It also authorized HUD to make emergency grants to address emergency situations,
at public housing projects, that endanger the health and safety of public housing residents.

Section 9(k) directs HUD to set aside not more than two percent of the Capital and Operating
funds for “emergencies and other disasters” and “housing needs resulting from any settlement of
litigation.” However, in every annual appropriations bill since HUD’s Fiscal Year 2000
Appropriation Act, Congress has prohibited HUD from using appropriated amounts under
section 9(k) and separately appropriated a set-aside amount within the Capital Fund for
emergencies and natural disasters. The historical funding levels for the set-aside are shown
below:

Year Emergency/Disaster Funding
2000 $75,000,000
2001 $75,000,000
2002 $75,000,000
2003 $49,675,000
2004 $39,764,000
2005 $29,760,000
2006 $16,830,000
2007 $16,825,000
2008 $18,500,000

The funding has declined significantly from highs of $75 million from Fiscal Year 2000 through
Fiscal Year 2002 to a low of $16.8 million last year. In 2004, four hurricancs struck the state of
Florida and completely depleted the $39.8 million in funding available that year. In 2005,
Hurricanes Katrina and Rita struck the Gulf Coast, and the disaster funding available that year
was completely inadequate to restore public housing damaged or destroyed. Hurricane Wilma

2
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struck Florida during the first month of Fiscal Year 2006 and substantially depleted the $16.8
million available at that time. The current funding level of $18.5 million, while an increase from
Fiscal Year 2006 and 2007 levels, would not be sufficient to meet the needs of disasters such as
those that have occurred in recent years.

The PHAs losses from hurricanes and other disasters are mitigated to a large extent by HUD’s
regulatory requirement that “, . . PHAs maintain specified insurance coverage for property and
casualty losses that would jeopardize the financial stability of the PHAs.” The size and scale of
these hurricanes tested that requirement. HUD found the insurance proceeds insufficient in some
cases, such as with the most of the portfolio of the Housing Authority of New Orleans. In other
cases, the insurance proceeds did or will cover most of the rebuilding.

PHASs that faced funding shortfalls due to insufficient insurance proceeds and HUD disaster
grant funding have sought public assistance funding from FEMA pursuant to section 406 of the
Stafford Act. In the late 1990s, HUD and FEMA officials signed a “joint coordination letter”
that addressed the procedures for public housing authorities obtaining “essential assistance” (e.g.
debris removal, demolition of unsafe structures which endanger the public, etc.) pursuant to
section 403 of the Stafford Act and providing FEMA with public assistance under Section 9(k)
of the Housing Act, but the joint coordination letter did not address the issue of FEMA public
assistance {e.g. reconstruction and long-term repair assistance) under section 406 of the Stafford
Act. In 2007, HUD developed a proposed Memorandum of Agreement (MOA) between itself
and FEMA that would have made it possible for public housing authorities to apply for FEMA
assistance pursuant to section 406 of the Stafford Act as a last resort when funding from
insurance proceeds and disaster grants from HUD were inadequate. However, because Section
9(k) exists, Section 406 funding is not available to public housing authorities because it violates
appropriation law by augmenting Congress’s appropriation for natural disasters in the Capital
Fund. Also, in recent appropriations Congress has provided set-aside funding for disaster grants.
In a sense, Congress has made a deliberate decision to provide for disaster assistance separately
and that to award Stafford Act assistance in such situations would be to interfere with
Congressional intent.

HUD and FEMA are working together to identify alternatives to address HUD’s need for repair
assistance for public housing facilities under HUD’s authority in section 9(k) of the U.S.
Housing Act of 1937. In recent years, the President’s budget has proposed eliminating both the
portion of section 9(k) that provides for disaster grant funding and the set-aside for disaster
grants in an attempt to alleviate confusion about disaster assistance and make it possible for
housing authorities to have access to Section 406 Stafford Act funding. HUD believes that if
Congress were to follow this course, there would be no separate disaster funding provided for
public housing and, consequently, FEMA would no longer be “augmenting” another
appropriation by providing Stafford Act assistance. Therefore, one potential solution to disaster
funding shortfalls for public housing authoritics would be the permanent repeal or amendment of
Section 9(k), with the additional stipulation that no funding be appropriated for natural disasters.
However, this would mean that the responsibility and policy of funding recoveries of uninsured
damages to public housing authorities following Presidentially-declared natural disasters would
be placed on FEMA.

Thank you for the opportunity to appear today. I would be happy to respond to any questions that
you might have.
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INTRODUCTION

Good Morning, Chairwoman Waters, Chairman Cuellar, Chairman Thompson,
Chairman Frank, and members of both Subcommittees, thank you for the opportunity to
testify today about the ongoing affordable housing needs due to the immense damage
caused by Hurricanes Katrina and and Rita. I also want to take this chance to personally
thank each member of the committee for their past and ongoing support for the people of
the Guif Coast and their affordable housing needs. I especially want to thank
Chairwoman Waters and Congressmen Frank for their leadership and vigilance in
continuing to shine a light on the needs of our state even though it has almost been 3
years since the storms of 2005. Knowing there is still interest and concern about the
overwhelming needs of Katrina and Rita victims helps keep those of us in the trenches
positively focused on our long-term recovery prospects even when in the short term,
prospects for affordable housing often seem bleak.

My name is Laura Tuggle, and I have worked for about the past 15 years as an
attorney with New Orleans Legal Assistance which is an office of Southeast Louisiana
Legal Services. We provide free legal assistance in civil cases to low income families on
a variety of legal issues mcluding housing. I had only worked in the Housing Law Unit as
a staff attorney until 2005. After Katrina hit, I got a "field promotion"” to managing
attorney since I was the only housing lawyer left. After Katrina, I was displaced from
New Orleans for about 6 months but was able to work on behalf of my clients and
Katrina victims out of our sister office in Shreveport, Lowstana within 3 working days of
Katrina's impact. Even now at least 75% of the work I do is still disaster related. I expect
that to continue for at least another 5-10 years. We now have 5 full time housing
attorneys doing housing policy work and individual client representation on FEMA cases,
DHAP, landlord-tenant disputes, subsidized housing issues, evictions, Road Home issues,
tax sales, blighted property issues, foreclosures, fair housing, and various other housing
cases. | am honored to be here with you to today to share my concerns about continuing
housing needs in the Gulfl
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I know that many Americans have begun to lose interest in the plight still facing
my community. One can't help but notice when reading news articles about Katrina and
its victims and the blogs below them, that lots of people can't understand why New
Orleans is not further along in its recovery. Why can't those Katrina people pay their own
rent? Why can't they get it together? T'm tired of hearing about this! Believe me, my
folks are just as tired of living it every day as some people are of hearing about them live
it every day. Unless you understand the lingering impact of Katrina and know about the
deep poverty and lack of affordable housing existing in our area long before the
Hurricane, it is hard to get your mind around it. To that end, my testimony today provides
a brief review of affordable housing needs predisaster, a review of where we are now,
and some of the challenges facing our affordable housing recovery.

SNAPSHOT OF PREKATRINA AFFORDABLE HOUSING NEED AND STOCK
L AFFORDABLE HOUSING NEED

Prior to the 2005 Hurricanes that damaged 82,000 units of rental stock, there was
a huge gap between existing affordable housing and the need for such housing, In
Orleans Parish alone, 28% of the population was living below the federal poverty
line. Data from the 2000 HUD CHAS (Comprehensive Affordable Housing
Strategy} pegged the need for affordable housing at 124,777 households of which
91,097 had incomes at or below 50% of area median income and 33,680 having
incomes between 50 to 80% of area median income. There were 6,572 families
on the waiting list for public housing units operated by the Housing Authority of
New Orleans (HANO). HANO’s public housing waiting list had been closed since
2002 except for special admission to elderly only units at the Guste High Rise
complex. Of the 6,572 families on the public housing waiting list, almost 90% of
the families (5,859) were extremely low incomes falling at or below 30% of area
median income and . There was an greater demand for vouchers as shown by the
fiuge number of families seeking admission to the voucher program. HANO’s
voucher waiting list stood at 10,873 families of which 76% were extremely low-
income families with incomes at or below 30% of area median income. That
waiting list had been closed since July 7, 2001 and had shrunk from a high of

- almost 20,000 families on the waiting list when it originally opened for a 2~-week
period: Because of the thousands of families already on waiting lists, it had been
impossible for several years prior to the 2005 Hurricanes, for a needy family to
even apply for any type of subsidized housing through HANQ. Except for limited
openings at some elderly complexes in the HUD assisted housing stock, most
watiting lists were closed in the HUD Multifamily inventory pre-Katrina as well.
The homeless population for the greater New Orleans area was estimated at
approximately 6,000 persons by Unity for the Homeless.

1I. AFFORDABLE HOUSING STOCK

Public Housing

N
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HANO had about 7,200 units of public housing in 10 sites of which 5,146 were
occupied at the time of Katrina. Almost 2,000 public housing units were vacant due to
preKatrina of which 1,001 were slated for demolition predisaster and the rest were not
available presumably because of being “offline” and unfit for occupancy. This dwindling
supply of deeply affordable housing for years prior to Katrina was a result of already
planned redevelopment largely under HOPE VI initiatives and demolition by neglect.
This led to a tremendous gap between affordable housing supply and the demand for that
stock. HANO had been under a HUD Administrative Receivership since 2002 with a 1
person HUD appointed Board. A huge reason for the placement of HANO into HUD
Receivership was due to the agency’s poor performance in maintaining and administering
its public housing stock. Interestingly, federal law under the HUD Receivership statue
requires that if a public housing authority cannot be returned to local control and remains
“troubled” after being under an administrative receivership for 2 years after such
designation, that HUD shall file a petition in federal court for a judicial recervership.
Such action has never been taken either preKatrina or post- Katrina by HUD even though
HANO is still classified as a troubled agency more than 2 years after being placed under
adnunistrative receivership.

Housing Choice Voucher Programs

HANO was authorized for about 9,400 vouchers preKatrina and had 8,981 vouchers
under active leases at the time of Katrina. The Jefferson Parish Housing Voucher
Program had about 2,700 vouchers in use preKatrina. The average voucher PHA subsidy
cost in Orleans Parish in Fiscal Year 2005 was about $565 while in Jefferson Parish the
average voucher PHA subsidy cost was about $416. In its voucher program, HANO was
actually a high performer with a 95% utilization rate up from a low of 61% a few years
before Katrina.

HUD Assisted Housing Stock

Prior to the disaster, HUD had 407 properties in its Multifamily/Assisted stock
had a total of 35,943 units in the Katrina impact areas. In the Rita impact area in
Louisiana, HUD’s Multifamily/Assisted stock had 16 properties with 1,800 units. Within
the HUD assisted stock. there were 302 properties in the Katrina impact areas with
project based Section 8 contracts for a total of 19,656 deeply affordable units with
Section § subsidy. In the Rita impact area in Louisiana, there were 11 properties with
project based Section 8 subsidy and a total of 915 deeply affordable units.

KATRINA/RITA DAMAGE AND IMPACT ON RENTAL MARKET

Approximately 122,000 homeowners suffered major to severe damage from
Katrina/Rita of which about 38,000 were owned by low to moderate incomes
homeowners. About 82,000 rental properties suffered major to severe damage of which
about 52,000 were rental units affordable to low income households. 89% of the major to
severe damage from the Hurricanes of 2005 occurred in the greater New Orleans metro
area. The deeply affordable housing stock was particularly hard hit. HANO had only
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about 500 occupied units as of December 2005 as compared to 5,146 occupied units
preKatrina with only 3 of its 10 sites open. HANO had less than 500 units of voucher
housing that was occupied near December of 2005 as compared to almost 9,000
preKatrina with many families unable to afford to retumn to units that may have been
livable and a decimation of the voucher stock. The HUD Multifamily/Assisted stock
likewise suffered heavy losses with 9,312 units classified as having severe damage at 74
properties from Hurricane Katrina and 1,276 having severe damage at 9 properties as a
result of Hurricane Rita. Of the HUD Muitifamily/Assisted stock, there were 58
properties with 5,538 units of project based Section 8 assistance having modest to severe
damage from Katrina and another 11 properties with 915 units of project-based Section 8
assistance having modest to severe damage as a result of Hurricane Rita.

Rents soared after the Hurricanes of 2005 in the disaster area with undamaged
units making the greater New Orleans metro area a “high rent” jurisdiction immediately
after the disasters. Rents increased by as much as 45% shortly afier the Hurricane and
have now leveled off near a 30% increase. Significant rent decreases are not expected in
the near future due to thousands of affordable housing units being in the pipeline and
increases in operating costs for rental units because of higher insurance, utilities, taxes,
and labor costs. Rents will remain out of reach for families without subsidies and for
families who are on temporary disaster rental assistance program set to expire soon.
Working families and elderly/disabled families on fixed incomes will be unable to bridge
the affordability gap. For example, preKatrina, the HUD 2 bedroom fair market rent in
the metro area was $696. Now HUD’s Fiscal Year 2008 2 bedroom Fair Market rents is
$990 for the metro area. HANO has found it necessary to set its payment standard for the
voucher program at 110% of current Fair Market rents so the 2 bedroom payment
standard is $1,089. The average voucher cost for a voucher under the Disaster Voucher
Program(DVP} admimistered by HANO is currently about $1128 while the average
voucher cost for a DVP administered by the Jefferson Parish Housing Program is
currently less at about $735. Homelessness soared from about 6,000 persons preKatrina
to an estimated 12,000 now according to Unity for the Homeless.

CURRENT STATUS AND PLANNED AFFORDABLE HOUSING PROGRAMS

Public Housing

HANO estimated 1 January of 2008 that it had about 1,800 units occupied with
approximately another 940 in varying stages of repair and 162 units “key ready” for
occupancy. It plans to have 3,000 units ready for occupancy by December of 2008. By
the end of the recovery period, HANO plans to have a total of 3,300 public housing units
in New Orleans for a loss of thousands of deeply affordable units at the “Big 4" sites
mncluding St. Bemard, Lafitte, C.J. Peete, and B.W. Cooper that were previously rented
primarily to families with extremely low incomes. HANO also plans to redevelop about
1,800 units of affordable rentals mostly with Guif Opportunity Zone (GO Zone low
income housing tax credits) and some project based vouchers. In a reply to a data request
dated April 11, 2008 to Senator Mary Landrieu’s office, HANO indicated that other than
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elderly units at Guste and Fischer which are age restricted, HANO only had about 30
units in its entire inventory that were accessible to families or non elderly disabled
households. A survey of public housing residents with findings released in February of
2008 show that less than 1/3 of the residents surveyed wanted to return to public housing.
Yet what is most troubling is that of the 5,146 residents that were supposed to be
surveyed, the research team reported that approximately 75% of the resident data files
contained either incorrect contact or useless contact information. Only about 50% of
residents were actually surveyed once additional data was obtained for a survey sample
of only 2,553 families out of the 5,146. The relatively small number of former residents
who expressed an interest in returning does not equate to not needing as many public
housing units replaced as possible given the unknown wishes of about 50% of the
preKatraina public housing population, having over 6,000 families on a closed public
housing waiting list, and thousands of new families now in dire need of affordable
housing post-Katrina.

Voucher Programs

HUD 1nitially introduced the Katrina Disaster Housing Program (KDHAP) on
September 23, 2005 which was later replaced by the Disaster Voucher Program(DVP) to
respond to the needs of formerly HUD subsidized families and predisaster homeless
families displaced by Katrina or Rita. Eligible families included predisaster public
housing families, predisaster voucher families, predisaster HUD multifamily/assisted
stock residents, and preKatrina homeless including families in HUD homeless programs.
At one time, the DVP program had about 30,000 families but it currently has 2,945
participants nationwide who are largely concentrated in Louisiana and Texas. The
national average DVP subsidy cost is about $802 per month. DVP was set to expire June
30, 2008 but was recently extended until af least September 30, 2008. HUD and PHA’s
are in the process of notifying families of the extension. Of the 2,945 DVP families the
breakdown 1s as follows:

PRIOR ASSISTANCE ACTIVE LEASES ACTIVE LEASES
TYPE (NATIONALLY) (NEW ORLEANS)
HOMELESS 270 196
MULTIFAMILY 1,147 472

MOD REHAB/OTHER 26 15 (est)
PUBLIC HOUSING 1,502 312
TOTAL DVP 2,945 995

HANO currently has about 6,600 vouchers under lease with about 995 being on the
Disaster Voucher Program and 5,520 being Housing Choice or Tenant Protection
vouchers and about 85 outgoing portability. The average Disaster Voucher Program
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subsidy cost for HANO 1s about $1,128 per month. Interestingly, the average DVP
subsidy cost for the Jefferson Parish Housing Program is only $735 per month in our
neighboring parish. There are only about 30 families on the DVP program in Jefferson
Parish while HANO still has about 995 families on DVP, Possible reasons for this
disparity could be that Jefferson Parish had only about 12% of the damage to its housing
stock from Katrina as opposed to New Orleans having about 69% of its housing stock
damaged. Jefferson Parish has been able to “get back to business” sooner. Other reasons
could also include participants paying a higher tenant share of rent, aggressive usage of
rent reasonableness, a higher share of completion of tenant recertifications to compute
tenant rent shares, HANO having more families with larger bedroom sizes and thus
higher rents, and administrative issues including 3 moves of its voucher office since
Hurricane Katrina.

HUD MULTIFAMILY/ASSISTED STOCK

The current status of the HUD multifamily/assisted stock is very uncertain to put
it mildly. Insufficient progress in reopening this inventory appears to have been made
since HUD's May 23, 2006 damage assessment report. Hundreds of units in the New
Orleans remain shuttered with no signs of redevelopment even at complexes that have
been awarded GO Zone tax credits. Many complexes cite *financing problems” as the
reason there is no sign of any redevelopment activity at the complex almost 3 years after
the Hurricanes. The HUD Office of Multifamily Housing advised New Orleans Legal
Assistance in a letter dated July 16, 2007 that there were still 5,861 units not operational
m the HUD assisted inventory at that time. This number exceeds the amount of total
preKatrina amount of occupied public housing units preKatrina and outstrips by far the
amount of public housing units in the area that are still not open.

Yet there has been very little attention on this desperately needed stock which
could remain affordable to families with extremely low mcomes. A list of “open” HUD
Multifamily/Assisted stock for Louisiana obtained in May of 2008 shows there are about
30 properties still not open with a total of about 3,700 units offline. It is unclear from the
fist what amount of units are still not operational at some open sites just in Louisiana. The
number of total offline units still seems to be in the 4,000 to 5,000 range. Project based
Section 8 contracts at many of the HUD assisted sites for thousands of units remain
suspended and inactive. Every week, NOLAC gets several calls from elderly and/or
disabled former HUD assisted stock residents whose former complexes are still closed
who have been forced out of FEMA trailers who are now homeless. We also get calls
from elderly and disabled families who missed the 9-1-07 DVP lease up deadline and
who are either homeless or in danger of homelessness while struggling to pay private
market rents on fixed incomes post-Katrina. No housing assistance is available to these
families at this time despite the fact that they were former HUD assisted tenants. Just
over the past few weeks, NOLAC has been contacted by a 50 year old, blind and disabled
now homeless HUD assisted tenant who had been living off and on with relatives, a 78
year old former HUD assisted tenant who had a DVP voucher but could not find a unit to
fease by the deadline, and a mobility impaired resident who had been waiting for FEMA
to bring him an accessible trailer that never arrived who is now homeless. None of their
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former sites are currently open with uncertain redevelopment pians.

While investigating the status of a preKatrina HUD assisted property called Forest
Park in June of 2007, NOLAC discovered that a HUD mortgage had been prepaid
thereby triggering the right of former residents to tenant protection vouchers. After
bringing the Forest Park situation to the attention of HUDs Office of Multifamily
Housing, HUD did further investigation of mortgage prepayments and determined that 6
properties with about 1,000 units total triggered the approval of tenant protection
vouchers for preKatrina residents of those sites. In a letter to NOLAC dated September
13, 2007, HUD advised NOLAC that tenant protection vouchers had been approved for
all 6 sites and it committed to working with NOLAC, the property owners, and former
residents to notify former residents of their rights to tenant protection vouchers. To date,
none of the former residents have been notified of their right to tenant protection
vouchers. In follow up meetings, HUD anticipated notifying residents about the
vouchers by January of 2008. HUD was strongly urged to notify families as soon as
possible since the more time that passes will only increase the difficulty in locating
families who may be on temporary disaster programs that are ending soon. Some
preKatrina residents are not on any housing assistance programs at the present time and it
1s now too late to enroll for DVP since the cutoff date for enroliment was 9-1-2007. Also
any families who may want to return to the New Orleans area will very likely need
financial assistance to fund a move back to the area and the FEMA Relocation assistance
was originally set to end Feb. 29, 2008 but has now been extended to August 31, 2008.
One of the properties called Forest Park which had been closed since October of 2005
recently reopened. PreKatrina families are in jeopardy of losing their right to return as
units are rented. In a letter dated March 31, 2008, HUD advised NOLAC it now
anticipated notifying families by the end of May 2008 about their right to a tenant
protection voucher but to date, the notification letters have still have not been sent. Of the
17 clients that NOLAC has who formerly lived at Forest Park preKatrina, 5 were living in
FEMA trailers/on FEMA rental assistance, 7 had DVP assistance, and 5 had no housing
assistance at all but desperately needed it. Out of this small sample of 17 families, 12 had
temporary housing assistance (70%) and 5 had no rental assistance,

This leaves us with the question of where are the preKatrina/Rita residents who
used to live in the HUD Multifamily/Assisted stock? With as many as between 4,000 to
5,000 units still not open in Orleans and St. Bernard Parish, you would expect to see
much higher levels of these families enrolled in DVP. Yet as of May 13, 2008, there were
only 1,147 of these households on DVP. More are likely in FEMA temporary disaster
rental programs. Some could have found other affordable housing opportunities. Yet
what we fear and expect 1s that thousands have been “lost”. If the statistics for HUD
assisted stock are similar to our Forest Park example, then only about 70% of preKatrina
HUD assisted families from closed sites may be on other rental programs. Depending
upon whether there are 4,000 to 5,000 units still offline. there could be as many as 1,200
to 1,500 or 30% of preKatrina/Rita HUD assisted families without any housing
assistance at all. Senate Bill no. 2975 introduced about a month ago by Sen. Landrieu,
Cochran, and Wicker seeks to address many of the concerns raised in this section.
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FEMA HOUSING ASSISTANCE TRANSITION AND DISASTER HOUSING
ASSISTANCE PROGRAM (DHAP)

Thousands of displaced Katrina/Rita victims have relied upon either rental
assistance from FEMA or FEMA trailers for to help meet their housing needs since the
Hurricanes of 2005. At its height, 723,786 households received disaster assistance under
FEMA's 408 rental assistance program. Several lawsuits including McWaters, Ridgley,
and the Brou case have been filed against FEMA alleging failures to comply with their
duties to provide temporary housing assistance and accessible trailers. The McWaters
lawsuit alleged that thousands of families were improperly denied continued FEMA
rental assistance. When FEMA reassessed about 5,000 cases by court order, it found that
25% were erroroneously denied continued rental assistance. In a recent survey of
homeless persons living under the bridge in New Orleans, 30% say they had FEMA
rental assistance at one time but were cutoff. > The recertification process for continued
assistance was burdensome, had to redone every 3 months, there was inconsistency in
reviewing requests for additional assistance, and inadequate direction provided to
applicants. In fairness to FEMA, never before had there been a natural disaster as
catastrophic as Katrina then followed by Rita requiring housing assistance be provided to
so many families for such a long period of time. FEMA was ill equipped to de al with
providing long term housing assistance. FEMA also provided direct housing assistance in
the form of trailers to over 140,000 families at the program’s height. As of May 31, 2008,
FEMA claims to have closed all 6 of the remaining group trailer sites except for about 40
families left at Renaissance Village near Baton Rouge, La which once housed about 800
families. It is unclear as to how many preKatrina renters are still living in trailers on
private sites and how many homeowners are still living in FEMA trailers or what
FEMA's plans for providing continued housing assistance to those families. Given the
toxic levels of formaldehyde present in FEMA trailers and the approach of Hurricane
season again in the Gulf, it is imperative to determine permanent housing plans for these
groups of trailer occupants.

The FEMA rental assistance program and those families leaving FEMA group
trailer sites are now being transitioned to a new program administered under an
Interagency agreement with FEMA and HUD called the Disaster Housing Assistance
Program{DHAP). Families have been “exported” by FEMA to HUD in phases. Phase I
families were sent to HUD in the fall of 2007 with the initial group containing 30,220
families. Phase I families are required to pay $50 per month beginning March 1, 2008
towards their rent with incremental increases of an additional $50 per month until the
program ends. DHAP is currently set to end by March 1, 2009 with PHASE T families
paying at least $600 by that time. In some cases, the participant will pay more than the
incremental rent increase if there is a difference between the rent for the unit leased by
the family and the administering local agency’s payment standard. Hardship waivers can
be requested by families unable to pay the incremental rent increases. Families must
agree to participate in case management to try to help them become self sufficient by the
time the program ends next year. 10,626 Phase II families were exported to HUD by
FEMA near March 28, 2008, and approximately 32,000 additional families under Phase
III are expected to be exported to HUD by at least May 31, 2008 for a total of about
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72.000 families. Inexplicably, Phase Il and III families are generally not required to pay
any share of rent under the program. The Harris County Housing Authority from
Houston, Texas is currently administering DHAP for Orleans and St. Bemnard Parish
families for HANO. DHAP New Orleans received about 5,022 Phase I families, about
4,000 Phase II families, and anticipates receiving up to 4,000 new families in Phase III
for a total of up to 13,022. The transition to this new program from FEMA rental
assistance and trailers has not been as seamless as planned particularly in the New
Orleans area with many landlords and tenants frustrated by new program rules, inspection
requirements to ensure mimmal housing quality standards, misplaced paperwork, and late
rent payments. To be fair, transitioning over 10,000 near the same time is a huge
undertaking bound to encounter significant challenges. To help deal with some of the
inevitable transition issues, HUD, HANO, and Harris County have been extremely
receptive to input from local housing advocates for program improvement. NOLAC is
grateful for having the continued opportunity to provide free legal assistance to DHAP
participants on site at the New Orleans DHAP office 4 days per week. NOLAC would
like to thank Milan Ozidnec and David Vargas of HUD’s Office of Public and Indian
Housing, Karen Cato-Turner and Dwanye Muhammad of HANO, and Guy Rankin with
the Harris County Harris Authority for allowing and secking NOLAC’s input and
participation regarding DHAP and other housing issugs.

What will become of DHAP participants in the New Orleans area once the
program ends? The President’s 2009 Budget request contained $39 million for funding
permanent housing assistance for elderly and/or disabled DHAP households. It is critical
to these families who cannot begin to afford post-Katrina rents on fixed income to have
ongoing rental assistance to maintain housing affordability. But what of the thousands of
hard working families currently on DHAP who cannot become self-sufficient when
DHAP ends due to high rents? The road to self-sufficiency is literally under construction
in many GO Zone or Road Home Rental Programs that might offer a permanent
affordable housing option for families. With a place in service date for GO Zone deals of
December 31, 2010 there is a major disconnect with the March 1, 2009 expiration of
DHAP. Additionally, many DHAP families are homeowners still waiting on their Road
Home homeowner grants to even begin or complete work on their homes. Close to
50,000 families are still waiting for closings with the Road Home as of the May 29, 2008
Legislative Report. There is a huge looming homeless crisis for working families in the
metro area confronting us if DHAP ends March 1, 2009 as shown below:

Phase 1 3 Bedroom | Incremental Difference 30% of | Affordability in 3

DHAP Rent Rent at DHAP Income | Bedroom Unit
Family End
(PAM B.) | $1398 $600 $798 $700 $698

GULF OPPORTUNITY (GO) ZONE LOW INCOME HOUSING TAX CREDITS
AND PER CAPITA TAX CREDITS
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The 2006 through 2008 GO Zone and Per Capita low income housing tax credits
hope to create about 10,645 units in the New Orleans metro area and another 1,340 units
m the Lake Charles area impacted by Hurricane Rita. Out of the 17,348 units expected to
be created, only 2,557 or about 15% have either been built or are undergoing
construction. The difficulty in construction is largely due to the current credit crisis in the
financial market and higher development costs due to insurance costs. According to
LHFA's Metro Housing Needs Assessment dated February 15, 2008, 9,910 units had still
not closed on their development financing. At the April 2008 Board meeting of the
Louisiana Housing Finance Agency (LHFA}, the Board approved a resolution that
alfowed GO Zone credit developers to submit a reprocessing application for an extension
to close on financing by June 30, 2008 and/or to request additional resources. If approved
for either an extension or additional resources, developers must close by August 30, 2008
or face recapture of GO Zone credits. If developers of GO Zone credit projects did not
reply by April 30, 2008, their credits would be recaptured. With a current place in service
date of December 31, 2010, it will likely be very challenging for any new projects
seeking funding with recaptured GO Zone credits to comply with the 2010 place in
service date. NOLAC recently requested a copy from LHFA of all developers and
projects that requested an extension and/or additional resources and a list of any projects
with recaptured tax credits. To date that request has not yet been complied with but we
expect it to be provided shortly. Rents under the tax credit program are unfortunately not
affordable to families with incomes below 50% of AMI and are totally out of reach for
families with incomes at or below 30% of AMI. For example, the current 2008 tax rent in
Orleans Parish for a 3 bedroom unit exclusive of any utility allowance is $933 according
to the rent and income calculator on the NOVOGRADAC website.

LOUISIANA ROAD HOME RENTAL PROGRAMS
Piggyback Program

The State of Louisiana through the Road Home Rental Program allocated $667
million for the Piggyback Program to support deeper levels of affordability for income
levels ranging from as low as 20% to 40% of area median income {AMI). The Piggyback
Program will be paired with GO Zone low income housing tax credits. As of 2-27-2008,
5,852 units were expected to be developed with Piggyback funds but as of 12-31-2007,
only 2,232 of those units had closed and secured financing with about $420 million
awarded. The remaining balance of those funds and the possibility of creating additional
more deeply affordable units is in jeopardy due to the credit crisis leaving many GO Zone
deals with the mability to close and higher insurance and operational costs threatening the
viability of previously awarded tax credits. At a recent Louisiana Housing Finance
Agency (LHFA) Board meeting, developers and advocates were advised that unallocated
piggyback funds may need to be targeted to already planned but struggling GO Zone tax
credit deals which could significantly reduce the capacity of the Piggyback Program to
fund any new additional deeply affordable units.

Small Rental Repair Program
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The Road Home Rental Program allocated $869 million hoping to develop
between 12,000 to 18,000 units under the Small Rental Repair Program. As of February
1, 2008, awards under Round 1 and 2 are projected to help restore almost 11,000 units at
affordability levels for families with incomes at either 50%, 65%, or 80% of area median
income. Approximately $594 million have been conditionally awarded with the balance
of the funds potentially at risk of being paired with struggling GO Zone tax credit deals
with financing problems. There are numerous reasons that some of the projected almost
11,000 affordable units may not receive binding commitments including nability of the
owner to get financing, self-elected withdrawal from the program, and inability of the
property owner to complete rehabilitation of units. To date, and to my knowledge, none
or very few units have actually become available for occupancy under the Small Rental
Repair Program. Typical rents under the Small Rental Repair Program will be
unaffordable to thousands of families needing permanent low income housing including
thousands of families currently on temporary disaster rental assistance programs set to
end either on September 30, 2008 under DVP or March 1, 2009 under DHAP. For
example, the rent expected to be charged under the Small Rental Repair Program for a 3
bedroom unit exclusive of utility allowances is $1,090 at the 80% of AMI tier, $880 at
the 65% of AMI tier, and $680 at the 50% of AMI tier.

Permanent Supportive Housing Initiative

The State of Louisiana made a commitment to create 3,000 units of permanent
supportive housing (PSH) for extremely low income families at or below 30% of area
median income who have disabilities and are in need of supportive services to maintain
their housing. The target population for PSH is both the homeless with special needs and
those households at nsk of institutionalization or those already improperly living in
institutions. Capital financing is being provided in part by CDBG funds for Hurricane
Recovery and GO Zone Low Income Housing Tax Credits with $72.7 million being
provided by the Road Home Rental Program to fund supportive services for this
vulnerable population. It is technically part of the Piggyback funding. To date, only about
800 PSH units are planned with uncertain futures for some of the units due to financing
problems, NIMBYism, and lack of PSH vouchers to provide deeply affordable subsidy
for extremely low income families. For example, the 1 bedroom PSH rent in Orleans
Parish is expected to be about §320 exclusive of any utility allowance. But the typical
benefit level for a disabled household needing PSH is only $637 in SS! disability
benefits. In order to be able to have an affordable rent based upon 30% of household
income, the rent would need to about $191 which is 30% of $637. There is currently $76
million in a supplemental appropriations bill passed by the Senate fast week which would
provide vouchers to ensure affordability for up to 3,000 disabled families in the Gulf
needing PSH. As reported by the New York Times on May 28, 2008, homelessness
persists in New Orleans and temporary housing programs such as "Rapid Rehousing" are
set to end by December of 2008. PSH has been proven as a cost efficient way for
ensuring that the most vulnerable people receive housing and care while also relieving
burdens on overtaxed police, emergency, and medical systems by providing housing
stability and reduced reliance on institutions. Katrina left many of our most at risk
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citizens stranded all over the New Orleans, at the Convention Center, and the Superdome.
Who can forget the images of some of our most disenfranchised elderly and disabled
citizens pleading for help on national television? Those families still desperately need
help given the lack of deeply affordable housing and support services. The PSH initiative,
including vouchers, is critically needed to help our most at risk special populations afford
to live in a dignified manner in their hometown.

PROJECTED UNMET NEEDS AND INADEQUACY OF RESOURCES TO
MEET AFFORDABLE HOUSING DEMAND

Even with all the federal resources brought to bear for Hurricane Recovery in
Lowstana, only about 23,000 of the 52,000 affordable rental units damaged by Hurricane
Katrina are currently funded to be developed under the GO Zone and Road Home Rental
Programs. That 1s only 25% of the 82,000 Hurricane damaged rental units in the state of
Louisiana. Given the credit crunch and the uncertainly surrounding GO Zone tax credit
deals being able to secure financing, it is doubtful that all 23,000 units will actually be
built. Even if all 23,000 are built, many of those units will simply be unaffordable and out
of reach for extremely {30% AMI) and very low income (50%) families as shown below:

MADELINE S, WORKING POOR FAMILY -- Monthly Income of $1,750 per
month working at local hotel and facing a family of 5. 30% of Income is $525.
Madeline S. needs a 3 bedroom unit for her family size. She cannot afford a 3
bedroem fair market rent of $1,271 with an affordability gap of $746 per month.
She cannot afford a 3 bedroom GO Zone tax credit rent of $933 with an
affordability gap of $408 per month. She cannot afford a 3 bedroom rent under the
Small Rental Repair Program at the lowest S0% of AMI Tier of $680 for an
affordability gap of $155 per month. Madeline is currently on DHAP with the rent
for her 3 bedroom unit being $1700. She knows she can't afford to keep the unit
once DHAP ends but also fears that she cannot afford to live in New Orleans at all
once the program ends.

ELOISE M.- 6% YEAR OLD ELDERLY FAMILY-- Monthly Income of $1.054 per
month and is on a fixed income from Secial Security and she lives aloneina 1
bedroom unit. 30% of her income is $316 per month. She can't afford a 1 bedroom
fair market rent of $846 and would have an affordability gap of $530 per month.
She can't afford a 1 bedroom GO Zone tax credit rent of $672 per month and would
have an affordability gap of 8356 per month. She can't afford a 1 bedroom rent
under the Small Rental Repair Program 50% AMI Tier of $490 per month with an
affordability gap of $174 per month. She might be able to afford a 1 bedroom PSH
unit at $320 per month if she qualified as disabled and in need of supportive services
to maintain her housing.

RUSSELL J.-DISABLED VETERAN- Monthly Income of $637 per month and is on
a fixed SSI income. He is currently homeless and cannot any housing. 30% of his
income is $191 per month. He can't afford a 1 bedroom fair market rent of $846 per
month and would have an affordability gap of $655 per month. He can't afforda 1
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bedroom GO Zone tax credit rent for a 1 bedroom of $672 per month and would
have an affordability gap of $484 per month. He can't afford a 1 bedroom Small
Rental Repair Program at the lowest 50% of AMI Tier of $490 per month with an
affordability gap of $299 per month. He can't afford the current PSH 1 bedroom
rent of $320 per month with an affordability gap of $129 per month.

So how much additional rental housing is needed in the greater New Orleans
metro area? LHFA's Metro Housing Need Assessment of 2-15-2008 estimates that
between 29,000 to 50,000 additional units of rental housing are needed to address
housing demand. Taking into account that it is estimated that about 70% of the metro
area population has returned, Policy Link and NOLAC have estimated that between
10,000 to 19,000 additional units of deeply affordable stock is needed to meet the needs
of extremely low income persons at or below 30% AMI and to help replace thousands of
units of demolished public housing stock and HUD assisted stock that has not reopened
and which may never reopen.

OTHER BARRIERS TO HOUSING RECOVERY

Besides increased rents and lack of affordable housing stock, other impediments
threaten affordable housing recovery for Katrina/Rita victims who want to return to New
Orleans. These "night to return barriers” include the following:

1) Relocation and Moving Expense Costs- FEMA's Relocation Assistance Program has
only been extended until August 31, 2008 despite the fact that almost 50,000 predisaster
homeowners have still not closed on their Road Home homeowner assistance grants and
that much of the affordable housing stock will not be open until near the place 11 service
date of December 31, 2010.

2) New Admission Criteria at Redeveloped Properties Screening out Former Residents

3) Voucher Portability Problems with out of area Housing Authorities denying transfers
back to New Orleans since it is a "high rent" area now

4) Increased Utility Costs and PreKatrina Unpaid Utility Balances Preventing
Reoccupancy

5) Lack of Information on Status of PreKatrina Property Being Sent to Predisaster
Families

6) Inability of Families Living Out of State or Out of Area to Be Released from Leases
when Affordable or Public Housing units become available for occupancy in the
predisaster area

7) Failure of predisaster subsidized landlords or PHA's to Maintain Updated Addresses

and Contact Information for Families with Return Rights Over Lengthy Redevelopment
Period

13



273

8} Any requirement that a family currently living out of the predisaster area physically
come in person to obtain a tenant protection voucher

9) Lack of accessible housing and incentives to entice landlords in the private market to
create accessible housing for the disabled such as funds for unit modifications

10) NIMBYISM and Zoning Restrictions Aimed at Preventing affordable housing
development

RECOMMENDATIONS: TOP 10

1) CONSIDER EXTENSION OF DHAP PAST MARCH 1, 2009 FOR FAMILIES
IN DISASTER AREA WITH HIGH RENT BURDENS UNTIL ADDITIONAL
RENTAL RESOURCES ARE AVAILABLE AND FOR DHAP HOMEOWNERS
STILL WAITING ON ROAD HOME ASSISTANCE OR WORKING ON THEIR
HOMES TO AVERT WORSENING OF HOMELESS CRISIS

2) REQUIRE A REPORT FROM HUD'S OFFICE OF MULTIFAMILY
HOUSING REGARDING THE STATUS OF HUD ASSISTED STOCK AND
HAVE AN OVERALL DISASTER RECOVERY PLAN BY OCTOBER 1, 2008.
REPORT SHOULD ADVISE ON WHAT SITES ARE OPEN, EFFORTS TO
TRANSFER SUSPENDED SECTION 8 CONTRACTS TO OTHER PROPERTIES
NEEDING DEEPLY AFFORDABLE SUBSIDY IF SOME PROPERITES WILL
NOT REOPEN, AND A REPORT ON THE WHEREABOUTS TO THE
MAXIMUM EXTENT POSSIBLE OF ALL PREKATRINA AND RITA
RESIDENTS AND EFFORTS TO NOTIFY RESIDENTS OF RIGHT TO
RETURN AND STATUS OF THEIR FORMER RESIDENT. APPROVING
TENANT PROTECTION YOUCHERS FOR LOCATED HUD MULTIFAMILY
RESIDENTS PREVIOUSLY AT SITES THAT WILL NOT REOPEN. GREATER
COORDINATION WITH OFFICE OF PUBLIC HOUSING AND VOUCHER
PROGRAMS ON DISASTER RECOVERY ISSUES.

3) PERMANENT SUPPORTIVE HOUSING (PSH) VOUCHERS NEEDED TO
PROVIDE DEEPLY AFFORDABLE HOUSING TO SPECIAL POPULATIONS

4) REQUIRE HANO AND OWNERS OF PREKATRINA/RITA HUD ASSISTED
STOCK TO MAINTAIN CURRENT CONTACT INFORMATION FOR
PREDISASTER RESIDENTS DURING THE REDEVELOPMENT PERIOD OF
THE PROPERTY SO THAT WHEN UNITS ARE READY FOR OCCUPANCY,
FAMILIES CAN BE LOCATED AND ARE READY FOR REOCCUANCY. AT
LEAST QUARTERLY CONTACT IS SUGGESTED.

6) EXTEND FEMA RELOCATION ASSISTANCE UNTIL DECEMBER 31, 2010

TO BE CONSISTENT WITH THE GO ZONE TAX CREDIT PLACE IN
SERVICE DATE
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7) DEVELOP POLICIES AND PROCEDURES TO ENSURE THAT
PREDISASTER VOUCHERS HOLDERS AND PREKATRINA RECIPIENTS OF
ANY TYPE OF HUD ASSISTANCE ARE ABLE TO RETURN TO NEW
ORLEANS METRO AREA IF THEY SO DESIRE. FAMILIES THAT WANT TO
COME HOME SHOULD NOT BE DENIED PORTABILITY OR BLOCKED
FROM RETURNING DUE TO ADMINISTRATIVE ISSUES

8 )SET UP A STAFFED CLEARINGHOUSE, NOT JUST POSTING TO A
WEBSITE, THAT MAINTAINS UP TO DATE INFORMATION ABOUT
AFFORDABLE HOUSING AVAILABILITY UNDER GO ZONE TAX CREDITS,
ROAD HOME RENTAL PROGRAMS, PUBLIC HOUSING, VOUHER
PROGRAMS, HUD MULTIFAMILY/ASSISTED STOCK, AND AFFORDABLE
HOMEOWNERSHIP PROGRAMS SO THAT HOUSEHOLDS CAN BE LINKED
TO HOUSING OPPORTUNITIES

9) DEVELOP SPECIAL INITIATIVES FOR NONPROFITS TO GET FUNDING
FOR BRICKS AND MORTAR TO DEVELOP LOW INCOME HOUSING SUCH
AS A SPECIAL NONPROFIT POOL IN THE LHFA QUALIFIED ALLOCATION
PLAN. CREDIT CRISIS HAS RESULTED IN MANY FOR PROFIT
DEVELOPERS NOT WANTING TO INVEST IN NEW ORLEANS AREA
WHILE MANY NONPROFITS WOULD STILL BE WILING TO COMMIT
RESOURCES

10) NO RAIDS OF UNALLOCATED ROAD HOME RENTAL FUNDS FOR
NONRENTAL PURPOSES

Thank you for the opportunity to come before you today and for your attention and
consideration of my remarks. I look forward to answering your questions.
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Question#: | 1

Topic: | complaints

Hearing: | The Roles and Responsibilities of HUD and FEMA in Responding to the Affordable
Housing Needs of Gulf Coast States following Emergencies and Natural Disasters

Primary: | The Honorable Bamey Frank

Committee: | FINANCIAL SERVICES (HOUSE)

Question: How does FEMA handle housing discrimination complaints?
How does FEMA inform people of their fair housing rights during an emergency?

How does FEMA take fair housing complaints by those living in housing paid for
through FEMAs programs either directly or indirectly?

How does FEMA investigate and resolve these complaints?
How does FEMA monitor progress in complaint resolution?

What training does FEMA provide its staff and contractors in fair housing and other civil
rights laws and what does it do to monitor performance?

Answer: Fair housing complaints are referred to HUD for processing, monitoring, and
resolution. HUD has the congressionally mandated authority and responsibility for
housing discrimination complaints and enforcing fair housing laws. This authority and
responsibility is carried out by HUD headquarters as well as HUD regional offices,
which, with respect to their geographic areas, mirror FEMA regional offices. Persons that
believe they have been victims of housing discrimination may file a complaint directly
with HUD headquarters, the HUD regional office for their state, or a HUD-certified state
or local fair housing enforcement agency.

FEMA'’s Office of Equal Rights provides mandatory civil rights training to the Equal
Rights Specialist cadre on an annual basis. Additionally, all FEMA employees,
Permanent Full-Time (PFT), Cadre of On-call Response Employees (CORE) and
Disaster Assistance Employees (DAE) are required to complete equal rights training
annually. This is accomplished through classroom as well as on-line training formats.

FEMA deploys trained experts in civil rights to staff each presidentially-declared disaster.
These Equal Rights Specialists (ERS) report to the Federal Coordinating Officer (FCO)
assigned to the disaster. Among other duties and responsibilities, these Specialists are
responsible for training disaster personnel, monitoring the application and compliance
with civil rights laws, being proactive to address potential civil rights issues and
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coordinate with other civil rights compliance agencies to insure compliance with Title VI
of the Civil Rights Act of 1964, as amended.

FEMA works closely with HUD to ensure people are informed of their fair housing
rights. Immediately following the hurricanes, HUD provided fair housing posters,
brochures, and other printed material to all Disaster Recovery Centers (DRCs) and Long
Term Recovery Centers (LTRCs). HUD staff visited over 60 DRCs and LTRCs to
inform evacuees about their fair housing rights and to assist them in filing complaints.
HUD also taught Center personnel to identify housing discrimination issues. HUD
provided fair housing material to every Center throughout Louisiana and Mississippi for
distribution and display.

In addition, on January 19, 2006, HUD launched print, radio, and television public-
service announcements with the Advertising Council to educate evacuees and the general
public about the laws against housing discrimination. The Ad Council produced the
PSAs in English and Spanish under a $300,000 contract with the Department. By
February 24, 2006, the ads had been distributed to 3,000 television stations and 8,000
radio stations. ‘

Further, individuals who believe they are victims of housing discrimination may also
contact or be referred by FEMA to their local fair housing organization.
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Primary: | The Honorable Barney Frank

Committee: | FINANCIAL SERVICES (HOUSE}

Question: As detailed in testimony in February 2006, the Greater New Orleans Fair
Housing Action Center found numerous fair housing violations on websites created to
connect with evacuees with housing opportunities. One of the sites with discriminatory
ads was created by FEMA. What systems do FEMA and HUD have in place to monitor
for such violations and to prevent discrimination?

Answer: Although the website in question was not created by FEMA, the Agency was
linked to the site. Scanning was done to determine the existence of discriminatory
content. Filters were put in place to prevent display of the discriminatory content.

Before launch, distribution or posting, FEMA information is subjected to review by
FEMA’s Office of Legislative Affairs, Office of Intergovernmental Affairs, Office of
Public Affairs and the Office of Chief Counsel. FEMA’s Office of Equal Rights is the
anti-discrimination component of the Agency.

When inappropriate information is identified or brought to awareness, the agency quickly
removes the inappropriate data from the website.

HUD takes all allegations of housing discriminatory advertising seriously, particularly
when the language inflicts harm on people who have already gone through so much.
HUD has advised FEMA as to the Fair Housing Act’s coverage of discriminatory
websites, so that it does not inadvertently allow the posting of discriminatory
advertisements.

HUD and its fair housing partners continue to monitor housing advertisements posted on
websites to ensure they comply with fair housing advertising requirements. When such
advertisements are found, HUD and its fair housing partners will investigate and charge
the case if a violation is found. Current legal authority in several federal Circuits,
however, holds that the CDA protects websites from a variety of legal claims involving
content supplied by others. HUD’s investigation of many complaints determined that the
websites had not created the advertisements at issue, requiring that HUD dismiss the
complaints. HUD, however, does have authority to bring a charge against the person
who has posted the discriminatory ad, and has charged the advertisers.
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Question: Local jurisdictions across the Gulf Coast used their local powers including
zoning to outlaw FEMA trailer parks, Low Income Housing Tax Credit developments,
and other housing developed for hurricane evacuees and others. What did FEMA and
HUD do to monitor and intervene to prevent discrimination?

How many Secretary-initiated complaints and how many Secretary-initiated
investigations has HUD undertaken since Katrina, Rita, and Wilma to combat these
discriminatory practices?

Answer: FEMA mission-assigned the Department of Justice Community Relations
Service (CRS) to help alleviate community based problems of the local jurisdictions, and
to prevent other discriminatory activities. According to their Mission Statement, “CRS is
the only Federal agency dedicated to assist State and local units of government, private
and public organizations, and community groups with preventing and resolving racial and
ethnic tensions, incidents, and civil disorders, and in restoring racial stability and
harmony. CRS facilitates the development of viable, mutual understandings and
agreements as alternatives to coercion, violence, or litigation.”

In addition, FEMA deployed its Cadre of Equal Rights experts to staff the Joint Field
Offices (JFOs) and Disaster Recovery Centers (DRCs) in all the referenced disasters
(Katrina, Rita, Wilma). These trained Equal Rights experts were responsible for Title VI
and Title VII compliance. They reported to the Federal Coordinating Officer (FCO), and
were proactive in addressing discrimination complaints and potentially discriminatory
matters. Moreover, through federal agency coordination, all discovered discriminatory
and potentially discriminatory practices were referred to HUD, since HUD has the
congressionally mandated authority and responsibility for housing discrimination
complaints and enforcing fair housing laws.

The FEMA Equal Rights Specialists and the Department of Justice’s Community
Relations Service worked jointly to address local jurisdiction based issues of
discrimination. Identified discrimination issues were referred appropriately for resolution
at the earliest stage.

HUD’s Office of Fair Housing and Equal Opportunity staff was on the ground working
with FEMA within the first weeks after Katrina’s landfall. It made certain that
individuals knew their rights, actively enforced the law when it learned about violations,
and worked with housing providers to prevent such discrimination in the first place.
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Immediately following Hurricane Katrina, HUD initiated a comprehensive review of
FEMA emergency trailers and trailer sites to evaluate accessibility for evacuees with
mobility impairments. In partnership with the Department of Justice (DOJ), HUD
conducted accessibility assessments of various trailer models and sizes. HUD’s
assessment also covered the common areas of FEMA trailer park sites, including play
areas, laundry facilities, meal centers, social service stations and pedestrian routes.

Based on these assessments, HUD and DOJ made technical recommendations to FEMA
to improve accessibility for evacuees with disabilities. These recommendations resulted
in the increased production of accessible temporary housing units and the development of
accessible trailer parks for thousands of evacuees with disabilities.

HUD also worked to eliminate discriminatory policies in the Gulf Coast. In the weeks
following Hurricane Katrina, HUD’s Office of Fair Housing and Equal Opportunity
received reports of potential familial status discrimination in several Louisiana private
trailer parks. FEMA, which contracts with private trailer parks for the temporary
placement of trailers, had encountered parks with restrictive “no children” policies that
were resisting FEMA’s attempts to place evacuated families with children. The Office
of Fair Housing and Equal Opportunity at HUD worked closely with FEMA’s Office of
Counsel and Transitional Housing Unit to swiftly negotiate the elimination of these
policies and the placement of displaced families with children in temporary housing.

In addition, HUD’s Assistant Secretary for Fair Housing and Equal Opportunity (FHEQ)
sent an open letter to the housing industry advising them that it is against the law to
discriminate in housing-related transactions on any basis prohibited under the Fair
Housing Act.

Lastly, HUD conducted two Secretary-initiated investigations to address race
discrimination in the Gulf Region. One investigation involved Iberville Parish and the
other involving St. Bernard Parish.

Iberville Parish

In December 2005, the Iberville Parish Council adopted a resolution that prohibited the
Federal Emergency Management Agency (FEMA) from placing trailer parks in 17
specific site locations within the Parish. The resolution was generated in response to
4,972 evacuee households residing who had requested transitional housing in Iberville
Parish.
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In response to this resolution, HUD immediately initiated an investigation to determine
whether the Parish adopted this resolution because most of the evacuees were African-
American. The Department immediately began interviewing witnesses, and within one
month, the Department was onsite speaking with evacuees and members of the Parish
Council. In March 2006, the Department began conciliation discussions with the
Council, and in December 2006, HUD and the Iberville Parish Council signed a
conciliation agreement. As part of the agreement, Iberville agreed that owners of mobile
home parks and commercial sites could place FEMA trailers on their properties.

St. Bernard Parish

After Hurricanes Katrina and Rita devastated the Gulf Coast area, St. Bernard Parish
passed several housing ordinances that severely limited housing opportunities. On
September 20, 2006, the St. Bernard Parish Council voted 5-2 to approve an Ordinance,
which provided, “Except with a special permit, owners who weren’t previously renting
out a single-family residence in R-1 zones will now be prohibited from doing so unless
the renter is a blood relative.”

In St. Bernard Parish, 79% of white residents live in owner-occupied housing compared
to only 21% of white residents who live in rental units. By contrast, 55% of black
residents live in owner-occupied housing compared to 45% of black residents who live in
rental units.

The Department suspected that this ordinance would have a disproportionate impact on
African-American residents. For this reason, the Department initiated an investigation
into St. Bernard Parish on October 3, 2006. FHEO investigators were on the ground
interviewing residents and Parish Authorities the very next day.

The Department interviewed many residents, but did not receive any viable complaints
from the community. The one complaint filed with the Department resulted in a
determination of no-cause to find discrimination, because the Parish approved the
complainant’s application to rent his property. In all, the Parish has approved 42 of the
45 applications for rental properties.

As aresult of HUD’s efforts, in part, on December 19, 2006, the St. Bernard Parish
Council voted 5-1 to remove the clause in the law that allowed an owner to rent single-
family dwellings which were not existing rental properties before the subject ordinance to
“blood relatives” without approval from the Parish Council.
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Question: To the extent that FEMA is providing temporary housing through the private
sector (i.c. private mobile home parks, hotels, etc.), how does FEMA ensure that those
providers are aware of their fair housing obligations? Does FEMA provide any notice or
education?

What arrangements are in place for HUD and FEMA to cooperate to ensure that fair
housing rights are enforced?

How do HUD and FEMA work with local fair housing organizations following an
emergency to ensure compliance with fair housing laws across the board?

Answer: FEMA Equal Rights Specialists assigned to disasters monitor disaster activity
for compliance with all civil rights laws. Where housing discrimination is discovered or
alleged, the complaints are referred to HUD for compliance, since HUD is
congressionally mandated to address these complaints and enforce fair housing laws.
Additionally, HUD brochures and information on fair housing and housing
discrimination are made available to disaster survivors.

Federal law ensures that all agencies provide Federal financial assistance and impose
non-discrimination and accessibility requirements on all of the operations of Federal
agencies, including any direct services provided to the public or any federally operated
programs. This includes any direct services provided by FEMA and/or HUD and the
operations of FEMA itself. (Section 504 of the Rehabilitation Act). We routinely advise
applicants of these rights via applicant handbooks, forms, and correspondence.

Provisions of contracts with FEMA and the FEMA-State Agreement refer to the non-
discrimination requirement that follows federal monies. In addition, both the FEMA and
HUD Office of Equal Rights have the authority to conduct compliance reviews to
determine whether Title VI of the Civil Rights Act of 1964, as amended, was effectively
met in their respective programs. HUD has the authority for housing while FEMA has
the authority for its disaster assistance programs.

Additionally, in 2007, FEMA appointed a National Disability Coordinator who is in the
process of drafting a handbook for use by field staff who are charged with
accommodating people with disabilities and special needs — this includes mass care,
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sheltering, housing, and emergency assistance. The handbook will also be integrated into
FEMA training courses as appropriate and is based on Section 504 of the Rehabilitation
Act.

FEMA does not work directly with local fair housing organizations following an
emergency to ensure compliance with fair housing laws across the board; however,
FEMA mails an Applicant Guide (FEMA publication 545, “Help After a Disaster”™),
which provides applicants with information about forms of discrimination prohibited by
civil rights laws.

In most instances, FEMA provides financial assistance to applicants, who on their own,
locate and acquire temporary housing in the private sector.

However, when FEMA provides direct assistance in acquiring private sector housing (i.c.
private mobile home parks, hotels, etc.), FEMA is generally the lessee of that housing,
and the obligation of ensuring compliance with federal fair housing laws is borne by
FEMA. Asinall federal acquisitions, when FEMA contracts with an entity, FEMA
ensures that the entity agrees to conduct itself in a non-discriminatory manner. If FEMA
discovers that an entity under contract to provide services is discriminating, FEMA will
take immediate action, which may include canceling the contract.

In October 2006, FEMA established an interim policy entitled: Temporary Housing Units
for Eligible Disaster Victims with a Disability. This policy is applicable to all disasters
declared on or after the policy publication date, and establishes guidelines for:
v Identifying eligible disaster victims with a disability;
Determining the type of temporary housing unit appropriate for their disability and
household size, and;
V' The delivery, installation, and inventory of accessible units.

Disaster victims who are eligible for temporary housing assistance must undergo a pre-
placement interview (PPI) process before receiving a temporary housing unit. The PPI
questions are designed to determine the need, size, accessibility features, and possible
location of the temporary housing unit. There are specific questions retated to the type
and description of the disability, and accessibility needs.

The same policy also includes the following temporary housing unit inventory and group

site accessibility requirements:

v FEMA will maintain a minimum number of accessible temporary housing units in
inventory, and;
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N Atleast 15% of individual temporary unit lots within a group site either constructed
or managed by or on behalf of FEMA must be designated to accommodate accessible
units.

In addition to reaching out to FEMA, HUD worked with local fair housing organizations
to ensure compliance following Hurricanes Katrina and Rita. Within weeks of
Hurricanes Katrina and Rita hitting the Gulf Coast, HUD awarded special partnership
funds to agencies in the Fair Housing Assistance Program (FHAP) to partner with
nonprofit fair housing organizations in conducting enforcement and education activities
related to discrimination against hurricane evacuees. In total HUD awarded $634,500 for
these efforts to FHAP agencies in the Gulf Region. The funds were awarded as follows:

» Texas Workforce Commission- $300,000;

» State of Louisiana Department of Justice- $200,000;

» Arkansas Fair Housing Commission- $30,000;

« Oklahoma Human Rights Commission- $30,000;

« City of Dallas Fair Housing Office- $35,000;

» Fort Worth Human Relations Commission- $20,000;

+ Garland Office of Housing And Neighborhood Services- $15,000 and
» City of Austin Fair Housing Office- $4,500.

These agencies used this funding to staff toll free discrimination telephone lines to assist
persons in filing complaints and to conduct public information seminars to inform
persons affected by the hurricane of their fair housing rights. They disseminated fair
housing materials in disaster recovery centers and other locations, and had these materials
translated into Spanish to assist victims who are not English proficient. In addition, these
agencies worked with public and private housing providers, including apartment
associations, Boards of Realtors, and local housing authorities to identify permanent
housing resources for evacuees. These agencies also met support organizations civil right
organizations to address discriminatory issues and assist with special housing needs.

These agencies did not do this work alone. They undertook many of these projects in
partnership with local fair housing organizations. These organizations included:

«  Arkansas Community Housing Corp.;

»  Austin Tenants Council;

= Greater New Orleans Fair Housing Action Center;

= ACORN Community Land Association of Louisiana and Advocacy Center;
* Metropolitan Fair Housing Council;
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»  Fair Housing Council of Greater San Antonio;

= Greater Houston Fair Housing Action Center;

*  Border Fair Housing Project/Economic Justice Center;
= Urban League of Houston;

= Austin Tenants' Council; and

= Greater Houston Fair Housing Action Center.

HUD’s Office of Fair Housing and Equal Opportunity staff also worked directly with the
fair housing and disability-rights advocacy organizations in the Gulf Coast Region. HUD
funds many of these groups through its Fair Housing Initiatives Program (FHIP). From
FY 2005 through FY 2007, HUD awarded nearly $10 million and made 53 awards to
local fair housing organizations in Alabama, Florida, Louisiana, Mississippi, and Texas.
Some of the funds were used to conduct testing, provide education and outreach
activities, provide fair housing counseling to persons displaced by the hurricanes, and
investigate housing discrimination complaints.

HUD will continue to work with all parties who have a role in ensuring housing
opportunities in the Gulf Coast are available, free of discrimination—FEMA, architects
and builders, fair housing advocacy organizations, and the general public. HUD and its
fair housing partners have been and will remain committed to working closely with
FEMA to ensure fair housing laws are similarly enforced in all post-disaster housing-
related efforts.
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Question: What is FEMA’s system in place to address emergency repair issues for
people with disabilities, whether they are still at home or in emergency temporary
housing, including trailers and other forms of housing?

How does FEMA verify that hotel rooms being offered to people with disabilities are
truly accessible? What system is in place?

Answer: The process for requesting emergency repairs for occupied FEMA temporary
housing units is the same for all occupants. Occupants can call a designated maintenance
provider to request needed repairs.

In October 2006, FEMA established an interim policy entitled: Temporary Housing Units
for Eligible Disaster Victims with a Disability. This policy is applicable to all disasters
declared on or after the policy publication date, and establishes guidelines for identifying
eligible disaster victims with a disability. In addition to this policy, during Registration
applicants are asked about special needs and disabilities.

Disaster victims who may be eligible for temporary housing assistance must undergo a
pre-placement interview (PPI) process before receiving a temporary housing unit. The
PPI questions are designed to determine the need, size, accessibility features, and
possible location of the temporary housing unit. There are specific questions related to
the type and description of the disability, and accessibility needs. Information gathered
during this processes is then shared with FEMA’s National Disability Coordinator, who
is charged with ensuring that FEMA disaster assistance programs and services provide
appropriate accommodations to people with disabilities and special needs — this includes
mass care, sheltering, housing, and emergency assistance. One mechanism used by the
disability coordinator is a referral process to local entities to assist with making
emergency repairs

FEMA currently has a contract with Corporate Lodging Consultants to administer
FEMA'’s Emergency Lodging Assistance (ELA) program. This program provides hotels
with direct lodging reimbursement for eligible disaster victims. In order to participate in
the program, hotels must complete an application, answering questions on hotel facilities
and services. Additionally, the application asks if a hotel ‘complies with the American
with Disabilities Act of 1990."
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In the event it is discovered that a hotel has misrepresented its facilities and compliance
with the American with Disabilities Act of 1990, Corporate Lodging Consultants may
prevent the hotel from continued participation in the ELA program.

If an cligible disaster victim has requested an accessible hotel room and the hotel is
unable to provide one, the applicant would then contact their FEMA caseworker to
redirect them to another participating hotel with an appropriate room. FEMA is unaware
of any circumstances under the ELA program where an eligible applicant had requested
an accessible room and was either unable to receive one or was provided a room that did
pot satisfy their accessibility requirements.
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FAIR HOUSING/HOUSING DISCRIMINATION QUESTIONS

‘What arrangements are in place for HUD and FEMA to cooperate to ensure that fair
housing rights are enforced?

HUD’s Office of Fair Housing and Equal Opportunity has been committed to improving
emergency response and long term disaster recovery, with a particular emphasis on accessible
emergency housing.

Accessible Housing

Immediately following Hurricane Katrina, HUD initiated a comprehensive review of FEMA
emergency trailers and trailer sites to evaluate accessibility for evacuees with mobility
impairments. In partnership with the Department of Justice (DOJ), HUD conducted accessibility
assessments of various trailer models and sizes. HUD’s assessment also covered the common
arcas of FEMA trailer park sites, including play areas, laundry facilities, meal centers, social
service stations, and pedestrian routes.

Based on these assessments, HUD and DOJ made technical recommendations to FEMA to
improve accessibility for evacuees with disabilities. These recommendations resulted in the
increased production of accessible temporary housing units and the development of accessible
trailer parks for thousands of evacuees with disabilities.

HUD continues this commitment to promote accessible emergency housing as a federal partner
on the Emergency Transportable Housing Advisory Committee of the U.S. Access Board. This
Committee represents a collaboration of public agencies and private organizations with

specialized expertise in accessible emergency housing services for people with disabilities. The
Committee is charged with the development of accessibility standards specifically for temporary
emergency trailers widely used by FEMA following Hurricane Katrina.

"HUD also actively participates in the Interagency Coordinating Council (ICC) for Emergency
Preparedness, coordinated by the Department of Homeland Security. On June 11, 2008, HUD
participated in the Incident Community Coordination Team tabletop exercise, a multi-
Departmental collaboration to prepare for serving individuals with disabilities during
catastrophic natural disasters. The exercise highlighted critical disability-related emergency
management issues, including accessible evacuation planning, emergency notification, and
temporary housing,.
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HUD continues to encourage redevelopment of the Gulf Coast’s Housing stock to be built in an
accessible manner. To this end, HUD funds the Fair Housing Accessibility FIRST program to
train and provide technical assistance to the housing industry on the accessibility requirements in
new construction under the Fair Housing Act. Since its inception, HUD has allocated
approximately $8.8 million to Accessibility FIRST and trained over 9,000 housing development
stakeholders. Since Hurricane Katrina, the FIRST program has focused its training schedule in
the Gulf Coast, conducting numerous workshops in New Orleans and Lafayette, Louisiana;
Birmingham, Alabama; Biloxi and Jackson, Mississippi; Corpus Christi, San Antonio, and
Houston, Texas.

HUD continues to take other affirmative steps to further fair housing and promote housing
accessibility in the federally-funded redevelopment in the Gulf Coast. HUD conducts regular
monitoring reviews of state-designated redevelopment authorities charged with the distribution
of Community Development Block Grant disaster supplemental grants. HUD also conducts civil
rights compliance reviews of Gulf Coast public housing authorities to ensure the accessible
redevelopment of housing units. HUD has conducted architectural assessments of new
construction sites throughout the Gulf Coast area to evaluate the technical assistance needs of
state and local agencies engaged in redevelopment. HUD recognizes the unique challenges
facing these agencies and is committed to long term cooperative partnerships to ensure
reconstruction and rehabilitation of accessible housing in accordance with civil rights
requirements.

Fair Housing Enforcement

Independent of FEMA’s role to provide disaster assistance, the Department has the chief federal
responsibility to investigate complaints of housing discrimination and inform the public of its
fair housing rights. As soon as Hurricane Katina landed and displaced Gulf Coast residents,
HUD mobilized staff to head into the Gulf area to inform people of their fair housing rights and
to investigate the first complaints of housing discrimination.

FHEO staff visited over 60 Disaster Relief Centers and Long Term Recovery Centers to inform
evacuees about their fair housing rights and to assist them in filing complaints. FHEO also
taught Center personnel to identify housing discrimination issues. FHEO provided fair housing
materials to every Center throughout Louisiana and Mississippi for distribution and display. In
addition, FHEO staff visited hotels, shelters and FEMA trailer parks to meet with displaced

families about their fair housing rights. As a result of these efforts, HUD and state and local
agencies in the Department’s Fair Housing Assistance Program (FHAP) took 172 complaints
from individuals displaced by Hurricane Katrina (and their representatives).
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In addition, the Department used its authority to initiate investigations when individuals have not
come forward to file complaints. This authority is particularly significant in times of a natural
disaster or other emergency when due to the multiple problems they are facing, victims of
discrimination may not be able to come forward. The Department did not hesitate to use this
authority to ensure that the rights of victims of Hurricanes Katrina and Rita were protected. The
Department filed Secretary-initiated investigations against St. Bernard Parish and Iberville Parish
when it suspected possible race discrimination against victims of Hurricanes Katrina and Rita.

In addition to reaching out to FEMA, HUD worked with local fair housing organizations to
ensure compliance with fair housing laws. Within weeks of Hurricanes Katrina and Rita hitting
the Gulf Coast, The Department awarded special partnership funds to agencies in the
Department’s Fair Housing Assistance Program (FHAP) to partner with nonprofit fair housing
organizations in conducting enforcement and education activities related to discrimination
against hurricane evacuees. In total the Department awarded $634,500 for these efforts to FHAP
agencies in the Gulf Region.

These agencies used this funding to staff a toll-free discrimination telephone line to assist
persons in filing complaints and to conduct public information seminars to inform persons
affected by the hurricane of their fair housing rights. They disseminated fair housing materials in
disaster recovery centers and other locations, and had these materials translated into Spanish to
assist victims who are not English proficient. In addition, these agencies worked with public and
private housing providers, including apartment associations, Board of Realtors and local housing
authorities, to identify permanent housing resources for Katrina evacuees. These agencies also
met support organizations civil right organizations to address discriminatory issues and assist
with special housing needs.

Seeing as how the average time for HUD to investigate a fair housing complaint is more
than one year, what systems does HUD have in place to respond to fair housing complaints
immediately during an emergency/disaster situation?

First, this assertion about the average time to investigate fair housing complaints is patently false.
HUD, and the state and local agencies that investigate fair housing cases through HUD’s Fair
Housing Assistance Program (FHAP), investigate cases in an average of 167 days and complete
92% of all fair housing cases in less than one year.

Moreover, HUD takes immediate action when it learns of discrimination and no one has yet
come forward to file a complaint. One only needs to look the Department’s swift and decisive
response when it learned of alleged discrimination against hurricane evacuees. Upon learning of
the possible discriminatory ordinance by St. Bemard Parish, the Department initiated an
investigation and had investigators on the ground less than two weeks after St Bernard passed an
ordinance limiting new rentals of single family homes to blood relative of the owner. When
Iberville Parish limited the placement of FEMA ftrailers within its Parish, the Department
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initiated an investigation the following month and had investigators on the ground just a few
days later.

In addition, in order to ensure that complaints filed by victims of disasters receive priority
processing and timely relief, the Department has developed a coding system to track and monitor
these complaints.

To ensure that the Department and its fair housing partners are ready to respond to fair housing
issues in the aftermath of a natural disaster or emergency, the Office of Fair Housing and Equal
Opportunity (FHEO) has produced a Disaster Toolkit. This tool kit has been distributed it to
FHEQO staff and the Department’s partners in the Fair Housing Assistance Program (FHAP) and
Fair Housing Initiatives Program (FHIP). The purpose of this toolkit is to raise awareness, to
assist in emergency preparation, and, ultimately, to combat housing discrimination, and to further
the requirements of the Fair Housing Act in the aftermath of a disaster. This tool kit is designed
to assist fair housing advocates and public servants, including those who work for FEMA, to
begin a dialogue on emergency preparedness within their agencies and to ensure that fair housing
becomes an essential component of state and local disaster plans across the nation.

Also, the Department’s response to Hurricane Katrina also underscored the Department’s ability
to come to the aid of state and local housing agencies with fewer resources. The Department,
with the consent of those agencies, re-activated cases from the agencies and investigated them
under federal law. In general, the experience demonstrated the Department’s capacity to shift
work burdens to and from the FHAP agencies, providing a template for the future should the
need arise.

HUD also actively participates in the Interagency Coordinating Council (ICC) for Emergency
Preparedness, coordinated by the Department of Homeland Security. On June 11, 2008, HUD
participated in the Incident Community Coordination Team tabletop exercise, a multi-
Departmental collaboration to prepare for serving individuals with disabilities during
catastrophic natural disasters. The exercise highlighted critical disability-related emergency
management issues, including accessible evacuation planning, emergency notification, and
temporary housing.

Finally, the Department, with other agencies, participated this past year in Project Eagle, an all-
day emergency-preparedness exercise which called on FHEO to follow procedures it would take
in a real emergency to maintain operational continuity. This included the transfer of operations
to areas unaffected by the simulated event, allocate funds to its fair housing partners, implement
communication protocols with other agencies, and engage emergency response communications
systems. The Department also engages in other smaller emergency-preparedness exercises on a
routine basis.

How do HUD and FEMA work with local fair housing organizations following an
emergency to ensure compliance with fair housing laws across the board?

In addition to reaching out to FEMA, HUD worked with local fair housing organizations to
ensure compliance following Hurricanes Katrina and Rita. Within weeks of Hurricanes Katrina
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and Rita hitting the Gulf Coast, the Department awarded special partnership funds to agencies in
the Fair Housing Assistance Program (FHAP) to partner with nonprofit fair housing
organizations in conducting enforcement and education activities related to discrimination
against hurricane evacuees. In total the Department awarded $634,500 for these efforts to FHAP
agencies in the Gulf Region. The funds were awarded as follows:

Texas Workforce Commission- $300,000;

State of Louisiana Department of Justice- $200,000;

Arkansas Fair Housing Commission- $30,000;

Oklahoma Human Rights Commission- $30,000;

City of Dallas Fair Housing Office- $35,000;

Fort Worth Human Relations Commission- $20,000;

Garland Office of Housing And Neighborhood Services- $15,000 and
City of Austin Fair Housing Office- $4,500.

These agencies used this funding to staff toll free discrimination telephone lines to assist persons
in filing complaints and to conduct public information seminars to inform persons affected by
the hurricane of their fair housing rights. They disseminated fair housing materials in disaster
recovery centers and other locations, and had these materials translated into Spanish to assist
victims who are not English proficient. In addition, these agencies worked with public and
private housing providers, including apartment associations, Boards of Realtors, and local
housing authorities to identify permanent housing resources for evacuees. These agencies also
met support organizations civil right organizations to address discriminatory issues and assist
with special housing needs.

These agencies did not do this work alone. They undertook many of these projects in partnership
with local fair housing organizations. These organizations included:

Arkansas Community Housing Corp.;

Austin Tenants Council;

Greater New Orleans Fair Housing Action Center;
ACORN Community Land Association of Louisiana and Advocacy Center;
Metropolitan Fair Housing Council;

Fair Housing Council of Greater San Antonio;

Greater Houston Fair Housing Action Center;

Border Fair Housing Project/Economic Justice Center;
Urban League of Houston;

Austin Tenants' Council; and

Greater Houston Fair Housing Action Center.

FHEO staff also worked directly with the fair housing and disability-rights advocacy
organizations in the Gulf Coast Region. HUD funds many of these groups through its Fair
Housing Initiatives Program (FHIP). From FY 2005 through FY 2007, HUD awarded nearly
$10 million and made 53 awards to local fair housing organizations in Alabama, Florida,
Louisiana, Mississippi, and Texas. Some of the funds were used to conduct testing, provide
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education and outreach activities, provide fair housing counseling to persons displaced by the
hurricanes, and investigate housing discrimination complaints.

The National Fair Housing Alliance uncovered a 66 percent rate of discrimination against
African American and Latino evacuees when they tried to get housing outside of New
Orleans post-Katrina. What systems does HUD have in place to monitor and aggressively
enforce fair housing rights in areas to which disasters victims are evacuated?

HUD anticipated that many would face discrimination in the immediate aftermath of Hurricane
Katrina, as large populations of African-America and other minority residents relocated to
surrounding communities, and therefore, immediately dispatched staff to Baton Rouge to work
with FEMA in the Disaster Recovery Center. FHEO had staff in Baton Rouge within two days
of hurricane landfall.

Immediately following Hurricane Katrina, HUD’s Office of Fair Housing and Equal Opportunity
deployed a cadre of equal opportunity specialists to Louisiana, Mississippi, and Texas to conduct
fair housing education and outreach throughout the Gulf Coast region and to directly assist
evacuees who reported housing discrimination.

FHEO staff visited over 60 Disaster Relief Centers and Long Term Recovery Centers to inform
evacuees about their fair housing rights and to assist them in filing complaints. FHEO also
taught Center personnel to identify housing discrimination issues. FHEO provided fair housing
materials to every Center throughout Louisiana and Mississippi for distribution and display. In
addition, FHEO staff visited hotels, shelters and FEMA trailer parks to meet with displaced
families about their fair housing rights.

As a result of these efforts, HUD and State and local agencies in the Department’s Fair Housing
Assistance Program (FHAP) together received 172 complaints of discrimination from evacuees.
In order to ensure that complaints filed by victims of hurricanes receive priority processing, the

Department developed a coding system to track and monitor these complaints.

Daily communication and reports from people on the ground following the Hurricanes, allowed
these individuals to flag actions of concern and immediate make the Assistant Secretary for Fair
Housing and Equal Opportunity aware of discriminatory activity. When the Department learned
of discrimination, the Department used its authority to conduct Secretary-initiated investigations.
This authority is particularly significant in times of a natural disaster or other emergency when
due to the multiple problems they are facing, victims of discrimination may not be able to come
forward to file a complaint. The Department has not hesitated to use this authority in the
aftermath of Hurricanes Katrina and Rita and filed Secretary-initiated investigations against St.
Bernard Parish and Iberville Parish when it suspected possible race discrimination against
victims of Hurricanes Katrina and Rita.

HUD also worked to eliminate discriminatory policies in the Gulf Coast. In the weeks following
Hurricane Katrina, FHEO received reports of potential familial status discrimination in several
Louisiana private trailer parks. FEMA, which contracts with private trailer parks for the
temporary placement of trailers, had encountered parks with restrictive “no children” policies
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that were resisting FEMA’s attempts to place evacuated families with children. FHEO worked
closely with FEMA’s Office of Counsel and Transitional Housing Unit to swiftly negotiate the
climination of these policies and the placement of displaced families with children in temporary
housing.

Furthermore, HUD recognized that many individuals seeking homes, and many landlords
providing it, might not know their rights and responsibilities under the Fair Housing Act.
Therefore, immediately after the hurricanes, HUD conducted an education and outreach program
in the Gulf Coast Region — the Department took out advertisements in local papers in the region
advising people of the Fair Housing Act’s prohibitions on discrimination and how to report such
incidents to HUD. The first Ad ran October 5, 2003 in the Baton Rouge “Advocate.”

In addition, on January 19, 2006, HUD launched print, radio, and television public-service
announcements with the Advertising Council to educate evacuees and the general public about
the laws against housing discrimination. The Ad Council produced the PSAs in English and
Spanish under a $300,000 contract with the Department. By February 24, 2006, the ads had been
distributed to 3,000 television stations and 8,000 radio stations.

FHEO staff also worked closely with fair housing and disability-rights advocacy organizations in
the Gulf Coast Region. HUD funds many of these groups through its Fair Housing Initiatives
Program (FHIP). From FY 2005 through FY 2007, HUD awarded nearly $10.0 million and
made 53 awards to local fair housing organizations in Alabama, Florida, Louisiana, Mississippi,
and Texas. Some of the funds were used to conduct testing, provide education and outreach
activities, provide fair housing counseling to persons displaced by the hurricanes, and investigate
housing discrimination complaints.

As detailed in testimony in February 2006, the Greater New Orleans Fair Housing Action
Center found numerous fair housing violations on websites created to connect with
evacuees with housing opportunities. One of the sites with discriminatory ads was created
by FEMA. What system do FEMA and HUD have in place to monitor for such violations
and to prevent discrimination?

HUD takes all allegations of housing discriminatory advertising seriously, particularly when the
language inflicts harm on people who have already gone through so much. HUD has advised
FEMA as to the Fair Housing Act’s coverage of discriminatory websites, so that it does not
inadvertently allow the posting of discriminatory advertisements.

HUD and its fair housing partners continue to monitor housing advertisements posted on
websites to ensure they comply with fair housing advertising requirements. When such
advertisements are found, HUD and its fair housing partners will investigate and charge the case
if a violation is found. Current legal authority in several federal Circuits, however, holds that the
CDA protects websites from a variety of legal claims involving content supplied by others. The
Department’s investigation of many complaints determined that the websites had not created the
advertisements at issue requiring that the Department dismiss the complaints. The Department,
however, does have authority to bring a charge against the person who has posted the
discriminatory ad, and has charged the advertisers. One charge can be found on the HUD
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website at http.//www.hud.gov/offices/theo/enforcement/lopez.pdf. Another such case appears

on the website at http://www.hud.gov/offices/fheo/enforcement/vatczyshyn.pdf.

Local jurisdictions across the Gulf Coast used their local powers including zoning to outlaw
FEMA ftrailer parks, Low Income Housing Tax Credit developments, and other housing
developed for hurricane evacuees and others. What did FEMA and HUD do to monitor
and intervene to prevent discrimination? How many Secretary-initiated complaints and
how many Secretary-initiated investigations has HUD undertaken since Hurricane
Katrina, Rita, and Wilma to combat these discriminatory practices?

HUD'’s Office of Fair Housing and Equal Opportunity staff was on the ground working with
FEMA within the first weeks after Katrina’s landfall. We made sure people knew their rights,
actively enforced the law when we learned about violations, and worked with housing providers
to prevent such discrimination in the first place.

Immediately following Hurricane Katrina, HUD initiated a comprehensive review of FEMA
emergency trailers and trailer sites to evaluate accessibility for evacuees with mobility
impairments. In partnership with the Department of Justice (DOJ), HUD conducted accessibility
assessments of various trailer models and sizes. HUD’s assessment also covered the common
areas of FEMA trailer park sites, including play areas, laundry facilities, meal centers, social
service stations and pedestrian routes.

Based on these assessments, HUD and DOJ made technical recommendations to FEMA to
improve accessibility for evacuees with disabilities. These recommendations resulted in the
increased production of accessible temporary housing units and the development of accessible
trailer parks for thousands of evacuees with disabilities.

HUD also worked to eliminate discriminatory policies in the Gulf Coast. In the weeks following
Hurricane Katrina, FHEO received reports of potential familial status discrimination in several
Louisiana private trailer parks. FEMA, which contracts with private trailer parks for the
temporary placement of trailers, had encountered parks with restrictive “no children” policies
that were resisting FEMAs attempts to place evacuated families with children. FHEO worked
closely with FEMA’s Office of Counsel and Transitional Housing Unit to swiftly negotiate the
elimination of these policies and the placement of displaced families with children in temporary
housing.

In addition, the Assistant Secretary for Fair Housing and Equal Opportunity (FHEO) sent an
open letter to the housing industry advising them that it is against the law to discriminate in
housing-related transactions on any basis prohibited under the Fair Housing Act.

Lastly, HUD conducted two Secretary-initiated investigations to address race discrimination in
the Gulf Region. One investigation involved Iberville Parish and the other involving St. Bernard
Parish.
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Iberville Parish

In December 2003, the Iberville Parish Council adopted a resolution that prohibited the Federal
Emergency Management Agency (FEMA) from placing trailer parks in 17 specific site locations
within the Parish. The resolution was generated in response to 4,972 evacuee households
residing who had requested transitional housing in Iberville Parish.

In response to this resolution HUD immediately initiated an investigation to determine whether
the Parish adopted this resolution because most of the evacuees were African-American. The
Department immediately began interviewing witnesses, and within one month, the Department
was onsite speaking with evacuees and members of the Parish Council. In March 2006, the
Department began conciliation discussions with the Council, and in December 2006, HUD and
the Iberville Parish Council signed a conciliation agreement. As part of the agreement, Iberville
agreed that owners of mobile home parks and commercial sites could place FEMA trailers on
their properties.

St. Bernard Parish

After Hurricanes Katrina and Rita devastated the Gulf Coast area, St. Bernard Parish passed
several housing ordinances severely limited housing opportunities. On September 20, 2006, the
St. Bernard Parish Council voted 5-2 to approve an Ordinance, which provided, “Except with a
special permit, owners who weren’t previously renting out a single-family residence in R-1 zones
will now be prohibited from doing so unless the renter is a blood relative.”

In St. Bernard Parish, 79% of white residents live in owner-occupied housing compared to only
21% of white residents who live in rental units. By contrast, 55% of black residents live in
owner-occupied housing compared to 45% of black residents who live in rental units.

The Department suspected that this ordinance would have a disproportionate impact on African-
American residents. For this reason the Department initiated an investigation into St. Bernard
Parish on October 3, 2006. FHEO investigators were on the ground interviewing residents and
Parish Authorities the very next day.

The Department interviewed many residents, but did not receive any viable complaints from the
copymunity. The one complaint filed with the Department resulted in a determination of no-
cause to find discrimination, because the Parish approved the complainant’s application to rent
his property. In all, the Parish has approved 42 of the 45 applications for rental properties.

As a result of HUD’s efforts, in part, on December 19, 2006, the St. Bernard Parish Council
voted 5-1 to remove the clause in the law that allowed an owner to rent single-family dwellings,
which were not existing rental properties before the subject ordinance, to “blood relatives”
without approval from the Parish Council.
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Questions for the Record — Jeffrey Riddel

CHAIRMAN FRANK

‘What is the status of each HUD Multifamily/HUD assisted property damaged by Hurricane
Katrina and Rita?

Alabama 225 15,437 g 0
Louisiana 407 35,943 45 6,406
Mississippi 422 31,024 2 329
Texas - Rita 69 8,889 4] 1]
{ouisiana - Rita 18 1,800 0 0
TOTALS 1,138 93,003 47 6,735

Alabama 186 12,261
Louisiana 318 24,882
Mi ippi 355 23,425
Texas - Rita 31 3,117
Louisiana-Rita 7 524
TOTALS 897 64,209

Alabama 20 1,386
Louisiana 15 1,749
Mi ippi 41 4,352
Texas-Rita 15 2,208
Louisiana - Rita 0 0
TOTALS 91 9,693

Alabama 19 1,790
Louisiana 74 9,312
Mississippi 26 3,247
Texas - Rita 23 3,566
Louisiana-Rita 9 1,278
TOTALS 151 19,191
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As a result of Hurricane Katrina five PHASs sustained had property damage in Louisiana. The
following data is indicative of the PHAs current property status.

HA Code PHA Units Damaged Offline Online
LAOL1 Westwego 23 0 23
LAO12 City of Kenner 81 13 62
LA103 City of Slidell 74 74 0
LAOQ13* Jefferson 0 0 0
LAGOI** New Orleans 5146 2859 2287

* Sustained roof damage only; all units were repaired and habitable
** The data is for the units that were occupied when Katrina struck

As indicated above Slidell Housing Authority is the only HA with all units currently offline. All
units have been gutted and are awaiting renovation. Construction bid documents were prepared
and bids were received; however they were rejected due to non-conformance with

specifications. Documents are being revised and the housing authority anticipates advertising for
bids within the next 30 days or less.

The projected contract start date is September 2008 and completion February 2009. The
anticipated opening of development is February 2009. Construction will be performed in phases;
therefore, some units will be online prior to the February date.

There were a total of 6, 202 units damaged or destroyed by Katrina throughout Mississippi. All
the units have been repaired or replaced with the exception of units that were in the lower three
coastal counties of Hancock, Harrison, and Jackson, MS. Five housing authorities located in
these three counties received the most devastation and damage to units. All housing authorities
are actively seeking funding to rebuild demolished public housing or replace public housing with
affordable housing units. Some housing authorities are seeking tax credit developments in lieu
of public housing developments.

Long Beach Housing Authority has 75 units of public housing. There are still 35 units awaiting
repairs from Katrina damage that are not occupied. No additional vouchers have been provided.
The housing authority plans to repair the units but is waiting on funding to be able to make the
needed repairs.

Biloxi Housing Authority has 554 units that are repaired. There are 172 units that were
demolished and have not been rebuilt. The Biloxi Housing Authority received 134 replacement
housing choice vouchers. Damages to the Biloxi Housing Authority’s HOPE VI developments
have been repaired and units are re occupied. Biloxi continues to work on developments
including public housing replacement. They have applied for a tax credit project and are
planning on acquiring additional units of public housing.

Bay St. Louis Housing Authority had all 101 units destroyed or demolished by Katrina. No new
units have been built back to date. There are two tax credit proposals in progress that include the
replacement of public housing for approximately half of the public housing units that existed pre-
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Katrina. The Bay St. Louis Housing Authority received 101 replacement vouchers for their
families that will be administered by the newly formed Bay Waveland Housing Authority.

Waveland Housing Authority had all 75 units destroyed by Katrina. No new units have been
built back to date. There are two tax credit proposals in progress that include the replacement of
public housing for approximately half of the original number of public housing units that existed
pre-Katrina. The Waveland Housing Authority received 75 replacement vouchers for their
families that will be administered by the newly formed Bay Waveland Housing Authority.

MS Regional Housing Authority VIII serves a 14-county area in southern MS. They had 1,664
units damaged or destroyed by Katrina. There are 797 units of public housing that have been
repaired or rehabilitated and are occupied. The housing authority has been issued 1,047
replacement Housing Choice Vouchers for units that were either disposed of or destroyed. The
housing authority has plans to develop 2,109 units of affordable housing through tax credit
developments.

Is the property open and if se, how many units or occupied or is the property still closed
and if so, how many units are offline?

Once a project becomes operational, the Department does not track individual project occupancy
rates. Please refer to the chart above for the properties that are still not operational.

What are the redevelopment plans for each closed property and in the event there is no
feasible redevelopment plan, will HUD “voucher out the former tenants of those
properties” and/or allow any suspended project-based Section 8§ contracts to be reassigned
to other low-income properties without deep subsidy in the same jurisdiction?

L - B L
¥ 2 ! ORLEANS 200 Rebuild with Phased August-08
TERRACE APTS | ORLEANS continuation of TEOCCUPANCY.
Project-Based
Section 8
NEW ORLEANS | NEW ORLEANS 307 307 Rebuild with Rehabilitation QOctober-08
TOWERS ORLEANS continuation of underway,
Project-Based
Section §
ANNUNCIATION | NEW ORLEANS 106 106 Rebuild with Rehabititation December-
INN ORLEANS continuation of anderway. 08
Project-Based
Section 8
NAZARETH I NEW ORLEANS 120 120 Rebuild with Rehabilitation Decerber-
ORLEANS continuation of underway, 08
Project-Based
Section 8
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NAZARETH INN | NEW ORLEANS 150 149 Rebuild with Rehabilitation December-
ORLEANS continuation of underway. 08
Project-Based
Section 8
REDEMPTORIST | NEW ORLEANS 126 0 Rebuild - Market | HUD mortgage January-09
ORLEANS Rate Housing prepaid. No
further HUD
involvement.
DELILLE INN NEW ORLEANS 51 51 Rebuild with Rehabilitation March-09
ORLEANS continuation of underway.
Project-Based
Section §
FILMORE PARC | NEW ORLEANS 164 0 Rebuild - Market | HUD mortgage 2009
APTS PHASE ] ORLEANS Rate Housing prepaid. No
and 1t further HUD
involvement,
NAPFE TOWERS | NEW ORLEANS 98 98 Rebuild with Financing 2009
ORLEANS continuation of package under
Project-Based review,
Section 8
PAULME' LAKE CALCASIEU | 112 0 Rebuild - Market | HUD mortgage 2009
CHALET APTS CHARLES Rate Housing prepaid. No
further HUD
involvement.
PEACE LAKE NEW ORLEANS 131 130 Rebuild with Foreclosed/new 2009
TOWERS ORLEANS continuation of owner.
Project-Based Financing and
Section 8 management
plan under
review,
ST JOHN NEW ORLEANS 150 149 Rebuild with Financing 2009
BERCHMAN'S ORLEANS continuation of package under
MANOR Project-Based review,
Section 8
VILLA D'AMES MARRERO JEFFERSON 116 0 Rebuild and Residents 2000
APTS abatement of provided Tenant
Project-Based Protection
Section 8 Vouchers.
WALNUT NEW ORLEANS 284 0 Rebuild with Use | HUD mortgage 2009
SQUARE ORLEANS Agreement prepaid.
Residents
provided Tenant
Protection
Vouchers.
BETHANY NEW ORLEANS 113 0 Negotiated Note | Affordable 2010
HOME ORLEANS Sale to state housing
{NURSING LAFHA. proposed for
HOME) site.
CHATEAU MARRERO JEFFERSON 98 98 Rebuild with Financing 2010
AMES continuation of package under
Project-Based review.
Section 8
FOREST NEW ORLEANS 199 199 Rebuild with New 2010
TOWERS EAST ORLEANS continuation of construction in
Project-Based progress/Section
Section & 8 contract

transferred to
new location,
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Jefferson Place Marrero Jefferson 12 77 Rebuild with Phased 2010
i ion of pancy.
Project-Based
Section 8
MALTA NEW ORLEANS 110 o Negotiated Note | Affordable 2010
SQUARE @ ORLEANS Sale to state housing
SACRED HEART LAFHA. proposed for
(NURSING site.
HOME)
REDWOOD KENNER JEFFERSON 200 0 Rebuild with Use | HUD mortgage 2010
PARK { Agreement prepaid,
Residents
provided Tenant
Protection
Vouchers.
REDWOOD KENNER JEFFERSON 201 0 Rebuild with Use | HUD mertgage 2010
PARK I Agreement prepaid.
Residents
provided Tenant
Protection
Vouchers.
ST. BERNARD MERAUX SAINT 82 82 Rebuild with Finalizing 2010
MANOR BERNARD continuation of FEMA
Project-Based financing.
Sectien §
ST. MARTIN NEW ORLEANS i3 12 Rebuild with Financing 2010
HOUSE ORLEANS continuation of package under
Project-Based review.
Section 8
ST. MARTIN NEW ORLEANS 140 140 Rebuild with Financing 2010
MANOR ORLEANS continuation of package under
Project-Based review,
Section §
VERSAILLES NEW ORLEANS 201 200 Rebuild with New owner and 2010
ARMS ORLEANS continuation of financing
Project-Based package under
Section 8 review.
VERSAILLES NEW ORLEANS 200 200 Rebuild with New owner and 2010
ARMS It ORLEANS continuation of financing
Project-Based package under
Section 8 review.
VILLA NEW ORLEANS 75 75 Rebuild with Finalizing 20610
ADDITIONS ORLEANS continuation of FEMA
Project-Based financing.
Section 8 Transfer of
Project Based
Section 8§ to
new location
under review.
VILLA ST NEW ORLEANS 110 110 Rebuild with Finalizing 2010
MAURICE ORLEANS continuation of FEMA
Project-Based financing.
Section §
YWCA SENIOR NEW ORLEANS 60 60 Rebuild with Finalizing 2010
HOUSING ORLEANS continuation of FEMA
PROGRAM : Project-Based financing.

Section 8
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ST. BERNARD I | MERAUX SAINT 82 82 Rebuild with Finalizing 2011
BERNARD continuation of FEMA
Project-Based financing.
Section 8
ST. BERNARD Il | MERAUX SAINT 66 66 Rebuild with Finalizing 2012
BERNARD continuation of FEMA
Project Rental financing.
Assistance
Contract
BERN MAS NEW ORLEANS 350 0 No Plans to HUD mortgage | Unknown
APARTMENTS ORLEANS rebuild at this prepaid. No
time - Market further HUD
Rate Housing involvement.
CURRANPLACE | NEW ORLEANS 190 190 Project-Based Residents will Unknown
APTS ORLEANS Section 8 tobe be provided
abated Tenant
Protection
Vouchers.
DAUPHINE NEW ORLEANS 26 26 Owner opt-out of | Residents will Unknown
APARTMENTS ORLEANS Project Based be provided
Section 8 Tenant
Protection
Vouchers.
FORTNER NEW ORLEANS 24 24 Foreclosure in Foreclosure in Unknown
MANOR ORLEANS Process process. Project
Rental
Assistance
Contract will be
utilized to
relocate the
residents.
FRENCHMAN'S NEW ORLEANS 320 31 Project-Based Residents will Unknown
WHARF ORLEANS Section 8 tobe be provided
abated Tenant
Protection
. Vouchers,
FRENCHMANS NEW ORLEANS 324 31 Project-Based Residents will Unknown
WHARF PH I ORLEANS Section 8 tobe be provided
abated Tenant
Protection
Vouchers.
GORDON NEW ORLEANS 128 128 Rebuild with Foreclosure in Unknown
PLAZA ORLEANS continuation of process.
Project-Based Potential
Section 8 environmental
issucs may
prohibit
rebuilding. If
this is the case,
contract will be
abated and
residents
provided tenant
protection
vouchers
GREATER ST NEW ORLEANS 41 41 Rebuild with Foreclosure in Unknown
STEPHEN ORLEANS continuation of process.
Project-Based
Section 8
HAYDEL NEW ORLEANS 65 65 Owner opt-out of | Residents will Unknown
HEIGHTS APTS ORLEANS Project Based be provided
Section & Tenant
Protection

Vouchers,
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JOSEPHINE NEW ORLEANS 52 52 Owner opt-out of | Residents will Unknown
APTS ORLEANS Project Based be provided
Section 8 Tenant
Protection
Vouchers.
RAPHAEL NEW ORLEANS 35 35 Rebuild with Foreclosure in Unknown
MANOR ORLEANS continuation of process.
Project-Based
Section 8
TANGLEWOOD T | WESTWEGO | JEFFERSON 192 0 Rebuild with Use | HUD mortgage | Open
Agreement prepaid.
Residents
provided Tenant
Protection
Vouchers.
TANGLEWOOD | WESTWEGO | JEFFERSON 192 0 Rebuild with Use | HUD mortgage | Open
i Agreement prepaid.
Residents
provided Tenant
Protection
Vouchers,
FOREST PARK NEW ORLEANS 284 0 Rebuild with Use | HUD mortgage July-08
ORLEANS Agreement prepaid.
Residents
provided Tenant
Protection
Vouchers.
EDGEWOOD GULFPORT 120 120 Rebuild with Rehabilitation 2010
MANOR continuation of underway.
Project-Based
Section 8
SANTA MARIA BILOXI 209 205 Rebuild with Request to Unknown
DEL MAR continuation of transfer Project-
Project-Based Based Section 8
Section 8 to new location
under review.

TOTALS 6,735 3,659

At this time, each closed property has a redevelopment plan (rehabilitation or new construction)
or the Department is taking the necessary enforcement action against the owner. Depending on
the enforcement action, the subsidy may stay with the project and be transferred to a new owner
to repair/rehabilitate the project and have the residents return to the project or the subsidy maybe
abated and vouchers would be given to eligible residents. We have reassigned one Section 8
contract to date and are awaiting reassignment proposals from two other projects.

‘What efforts has HUD undertaken to locate and provide affordable rental assistance to
pre-Katrina/pre-Rita HUD assisted tenants from the HUD Multifamily/HUD assisted stock
and what additional efforts are being engaged in by the Department to locate these families
and provide them with rental assistance and to notify them of their right to return?

The HUD-assisted housing stock is privately owned. During the initial stages of recovery, HUD
staff did assist many HUD-assisted families to relocate to other HUD assisted projects
throughout the country.
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In accordance with HUD Notice H2007-1, owners are responsible to locate and communicate
with their residents as well as residents are also required to keep in touch with the owner as to
their location. Upon completion of the rehabilitation or construction, an owner is responsible to
send written notification to the resident on their right fo return.

How many pre-Katrina/pre-Rita HUD Assisted tenants are currently participating in the
Disaster Voucher Program (DVP), the Disaster Housing Assistance Program (DHAP), or
any other HUD subsidized program?

As of July 23, 2008, there is a grand total of 2,693 pre-Katrina/pre-Rita HUD assisted families
currently participating in the Disaster Voucher Program (DVP). Below is a breakdown by pre-
disaster program type of the number of families being assisted.

Pre-Disaster Program Type | Number of Families
Multifamily 1026

Voucher 42

Public Housing 1336

Mod Rehab 18

Homeless 256

Other Federally-Assisted 15

Programs

Total 2693

Currently, HUD is working toward transitioning these families either back to their original
program types or other programs for which they may be eligible, and moving them back to their
multifamily and public housing units.

The TIAA has authorized HUD to assist approximately 45,000 families affected by Hurricanes
Katrina and Rita. As of July 23, 2008, there are over 27,500 families in the Disaster Housing
Assistance Program (DHAP).

HUD determined in Sept. of 2007 that 6 properties in the New Orleans area had prepaid
HUD mortgages and that the former tenants were entitled to tenant protection vouchers.
Yet the Department has still not even notified those families of their right to a tenant
protection voucher. Given the rapidly approaching end of temporary disaster rental
programs and the approaching end of FEMA Relocation Assistance in a few months, when
is the Department going to notify families of their right to these vouchers?

Over the last month, the Department has sent letters to all of the former residents of the 6
properties regarding their eligibility to apply for a tenant protection voucher. The Department is
also placing advertisements in selected newspapers and the owners have also posted notices at
the properties notifying these residents as well.

Will the Department agree to meet at lease quarterly with housing advocates and HUD
assisted owners in the Gulf working on Multifamily HUD Assisted stock and to provide a
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quarterly report to this Subcommittee on the status of the HUD assisted stock and the
families that previously lived in that stock?

The Department will agree to meet on a quarterly basis with advocates and HUD-assisted owners
in the Gulf and provide a quarterly report to the Subcommittee on the status of the housing stock.
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REPRESENTATIVE CUELLAR .

1) On March 1, 2008, the DHAP program began to incrementally drop the level of rental
assistance provided to disaster victims.

« Is there any possibility for families with no means to pay their rent, particularly if
they have been relocated far from any local employment prospects, to apply for a
hardship waiver on this $50 per month reduction?

Yes. Inaccordance with PIH Notice 2007-26, families may request that the Public Housing
Agency (PHA) grant an exception to the incremental rent transition (IRT) on the basis of
economic hardship. In order for a family to be eligible for the IRT hardship exception, the
family must have complied with all case management services requirements and must
demonstrate that the applicable IRT amount will exceed 30 percent of the family’s gross monthly
income. As of July 23, 2008, out of 26, 550 families subject to the IRT, 2, 436 families have
requested and received the hardship exception.

+ What is HUD doing to distribute information about the hardship waiver?

At the inception of DHAP, HUD made both the Incremental Rent Transition and accompanying
economic hardship exception part of the program design (See Section 12 of the HUD-FEMA
Interagency Agreement (IAA) (IAA Number HSFEHQ-07-X-0249)). HUD has published two
PIH notices, 2007-26 and 2008-21 that outline policies and procedures related to the IRT. HUD
has also discussed the IRT extensively on many of the DHAP webcasts. PHAs were given
guidance both on the broadcast and thru PTH Notices about the IRT, including how to calculate a
family’s gross monthly income, inclusions and exclusions, and notifying families about the IRT
and hardship exception. To date, 2,868 families have been granted the IRT exception.

To ensure families that were subject to the IRT were cognizant of this program requirement,
HUD sent out letters to both the PHAs and families describing the IRT and the hardship
exception. HUD also directed case managers and PHASs to inform families about the hardship
exception. Case managers must inform families of the IRT and hardship exception during each
family’s initial assessment. PHAs must make families aware of the JRT and hardship exception
during the family briefings. Additionally, HUD required PHAs to provide reminder notices in
January 2008 to DHAP participants and landlords about the IRT implementation beginning
March 2008. The reminder notice included language that instructed the DHAP families to
contact the PHA or their case manager if they believed they would be unable to pay the $50
rental payment for March.

« Should the current DHAP program be adapted te meet the needs of families who
will not be able to keep up with the propesed subsidy reduction schedule?

The DHAP, through the economic hardship exception, enables families who cannot keep up with
the subsidy reduction to pay a reduced rent (in some cases, the family rent will be zero) and
remain on the DHAP program. Both the incremental rent transition and the economic hardship
exception are described in the initial DHAP Operating Requirements published August 16, 2007.

DHAP case managers identify and review the needs of each participating family to assess the
family’s ability to pay the IRT amount each month. During these meetings, the case managers
link participants to appropriate services and, if needed, help them identify non-disaster supported
affordable housing options. While the IRT only applies to the initial phase of DHAPDHAP
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families, case managers and PHAs are working with all DHAP families to identify and begin
assisting those who will need to increase their income and access other affordable housing
assistance.

2) The subsidy reduction schedule is a disincentive for landlords to participate in DHAP.
« Other than the reduction of subsidies, are there other reasons landlords are
choosing not to participate in the program?

The Incremental Rent Transition (IRT) is not designed to be a disincentive for landlords. In fact,
there are approximately 18,000 landlords participating in the DHAP program. The primary
purpose of the IRT is to transition families from temporary rental assistance to self-sufficiency
by the end of DHAP. As the PHA incrementally reduces the subsidy it pays by $50 each month,
the family becomes responsible for paying the difference each month. The IRT promotes self-
sufficiency by preparing families for the end of DHAP.

As with any tenant-based subsidy program, some landlords choose not to participate because of
the additional requirements of the program that exist above and beyond the normal owner-tenant
lease relationship. Also, as DHAP nears its end date of March 1, 2009, HUD anticipates that
owners will be less likely to participate as there will be no subsidy beyond March 1, 2009.

+ Do you have some ideas for how DHAP could do a better job of working with
landlords?

HUD has made a concerted effort to do targeted landlord outreach. In New Orleans, Baton
Rouge and Houston, HUD and local PHAs have conducted landlord forums for DHAP that are
designed to give basic program information and answer any questions the landlords may have
regarding the DHAP program. PHAs are encouraged to utilize their existing network of
landlords from the tenant and project-based voucher programs. It should be noted that DHAP
was specifically modeled after the Housing Choice Voucher Program to make it easier for both
landlord and PHAs to understand the program operations and requirements.

In addition, HUD’s Referral Call Center is equipped to answer questions from landlords and
tenants. At each FEMA Transitional Recovery Office and some Area Field Offices in targeted
parts of Louisiana and Mississippi, a HUD representative is on-site to answer questions and
solve program problems that arise from landlords, FEMA representatives and tenants.

Some suggestions we have received from landlords to improve DHAP include the following:
moving to a web-based payment system that would be able to track the actual number of families
leased under a particular landlord; allowing electronic signatures of some of the necessary
DHAP forms such as the DRSC and lease addendum; allowing landlords rather than PHAs to
schedule Housing Quality Standards (HQS) inspections; and, verifying IRT payment information
and schedule. A centralized web-based system would improve and expedite program closeout
activities such as reconciliations and transitioning families to other HUD programs. HUD is
currently looking into the feasibility of each of these proposals.
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« Does HUD have any substantive plans to assist families whe are evicted from
apartments, often with very short notice, because of a landlord’s decision not to
participate in the program?

In the early phases of DHAP, FEMA authorized bridge payments to temporarily cover any gap in
assistance between a CLC rent payment and a DHAP assistance payment. The last such payment
was made in May, 2008 and FEMA has not formally authorized any more bridge payments for
the remainder of DHAP. Once the bridge payments ceased, there was a significant increase in
the number of families who came into the DHAP intake center for processing as well as an
increase in the number of landlords who are signing up for the DHAP program.

In the event that a landlord has decided not to participate in the DHAP program, the DHAP case
manager and PHA work together with the DHAP family to find another DHAP-eligible unit. As
the receipt of program assistance is not income-based, a transition to the lease rent is not
necessarily an economic hardship for the families. In the rare instances that DHAP caseworkers,
HUD staff or contractors have been made aware of a pending eviction claim, they have been able
to negotiate successfully with the current landlord or refer the family to the local legal services
provider to prevent the eviction. During that time, the DHAP staff assists the family in locating
a DHAP-eligible unit.

Based on data from the top ten DHAP-administering PHAs in Texas and Louisiana, HUD has
received approximately 45,000 bridge payment requests, CLC and FEMA have provided 32,385
starting from December 2007 to the present

3) Is HUD contributing to FEMA’s effort to find mere permanent housing solutions for
families who have been relocated to hotels and motels?

Once FEMA refers DHAP-eligible families to HUD, these families begin working with DHAP
case managers to establish an individual development plan (IDP) that will identify future housing
needs. If a family is living in a motel or motel, the first priority for the case manager is to assist
the family in locating a DHAP- eligible unit. If families are in need of continued affordable
housing at the conclusion of DHAP, they will look for such housing opportunities with their case
manager, in accordance with their IDP.

As of July 23, 2008, according to DHAP case management database, Tracking-At-A-Glance
(TAAG), out of 8,527 closed cases, approximately 1,031 families have secured permanent
housing, which is the ultimate goal of the IDP: 388 families have purchased a home; 406
families have moved to rent subsidized housing; 14949 families have moved to private rental
housing; and 88 families have moved in with other family members.

In order to protect elderly and disabled families from losing their housing afier DHAP ends,
HUD has requested $39 million in the FY 2009 budget to provide Housing Choice Voucher
assistance to those families.
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RANKING MEMBER DENT

1) Section 9(k) of the Quality Housing and Work Responsibility Act permitted HUD to
award funds for the repair of disaster damaged Public Housing Authority (PHA) facilities.
Every year, HUD sets aside no more than two percent of PHAs’ Capital and Operating
funds for: “(A) emergencies and other disasters; and (C) housing need resulting from any
settlement of litigation.” In March 2001, HUD and FEMA entered into a Memorandum of
Understanding (MOU) regarding the policy for coordinating disaster assistance to PHAs
for properties damaged by major disasters declared by the President.
« Is there currently a revised draft of the MOU being discussed by FEMA and HUD?
« After the catastrophic hurricanes of 2005, no funds were available under section
9(k) to aid in the reconstruction of PHAs, and funds under the emergency capital
needs account were exhausted. In addition to the modifications made in 2003,
should the MOU be further modified to make PHAs eligible for assistance under
section 406 of the Stafford Act, which permits the use of FEMA funds for repair,
restoration, reconstruction, or replacement of public and private nonprofit
facilities?
»  Would such a moedification require Congress to amend the Stafford Act?

HUD has prepared a revised draft of the Memorandum of Agreement (MOA) between FEMA
and HUD. There were discussions on the MOA with FEMA, including through the former
Assistant Secretary of Public and Indian Housing, and one meeting on the topic of 9(k) held at
the FEMA offices this past May, 2008. However, FEMA believes that this MOA is not possible,
due to the augmentation of appropriations issue.

FEMA has indicated to HUD that Section 406 funding is not available to public housing
authorities because it violates appropriation law by augmenting Congress’s appropriation for
emergencies and natural disasters in the Capital Fund. Because section 9(k) exists, public
housing authorities that are eligible for funding under that section cannot receive funding from
the FEMA Public Assistance program. Whether or not section 9(k) receives an appropriation, as
long as that provision has not been repealed, it could be viewed as an augmentation of
appropriations for a housing authority to receive funding from the FEMA Public Assistance
program. In addition, there should be a zero set-aside for emergencies and natural disasters.

A potential solution would be to amend the current Memorandum of Agreement between HUD
and FEMA to allow for sequential funding, as needed, to repair and/or replace public housing as
a result of a natural disaster, using, for example, (1) FEMA essential assistance to address
immediate threats to life, property, and public health and safety through Section 403 of the
Stafford Act; (2) insurance proceeds, (3) Congressional appropriations either through Section
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9(k) or through a set-aside in the annual Capital Fund appropriation, and then (4) FEMA
assistance to a state or local government to repair a public facility damaged or destroyed by a
major disaster, as specified in Section 406 of the Stafford Act.

Such a modification might require Congress to amend the Stafford Act, to amend/repeal Section
9(k) and to appropriate no funds under a separate set-aside.

2) Despite the existence of Section 9(k), Congress never made funds available under this
account. Instead, Congress included language in the Fiscal Year (FY) 2000 VA-HUD
Appropriations Act prohibiting HUD from making any funds available from either the
Public Housing Operating Fund or Capital Fund for the purposes set forth under Section
9(k).
» Has this legislation hindered HUDs ability to administer disaster housing relief?
* Do you believe that changes to this legislative language would increase HUD’s
ability to provide disaster housing assistance?

Even though Section 9(k) has been repealed annually, Congress has appropriated funds under the
set-aside. Funding limitations do prevent HUD from addressing funding needs in years in which
there are either a series of disasters, such as the several hurricanes in 2004, or where there are
catastrophic events such as the damage caused by Hurricane Katrina.

HUD’s ability to provide disaster housing assistance is a function of the funding levels available.
Any change, whether legislative or through another mechanism, that would enable HUD to
provide more disaster assistance when needed, would be helpful. Additionally, the
appropriations language in the set-aside addresses capital needs resulting from emergencies and
natural disasters occurring only in the applicable fiscal year of the appropriation. The restriction
that the emergency/natural disaster funding be tied to the funding in the year in which it
happened results in incongruous situations where there is excess funding in one fiscal year that
cannot be applied to shortfalls in funding in other years. The lifting of this “same year”
restriction would be helpful.

Any potential changes ideally would not just be applied prospectively, but also retroactively at
least to 2005. The damage inflicted on public housing by the hurricanes in 2005 was particularly
acute and some Gulf Coast housing authorities affected by the disaster are still unable to recover
without further funding.

3) What mechanisms are in place to facilitate regular and active information sharing
between HUD and FEMA?
+ How often do the senior leadership at HUD and FEMA meet to discuss coordination
on housing related issues?
« Has the information flow between HUD and FEMA been regular and useful?
« Is HUD considering establishing additional means to ensure that there is close
coordination between HUD and FEMA?

A number of mechanisms are in place to facilitate information sharing between HUD and
FEMA. HUD regularly participates in a monthly, and post-event, interagency meetings with
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FEMA for Emergency Support Functions, Mass Care, Emergency Assistance, Housing, and
Human Services, and Long-term Community Recovery, as well as quarterly Emergency Support
Function Leaders Group meetings. HUD officials participate in FEMA-hosted Senior
Management Video-Teleconferences called for significant disaster events, such as the Midwest
flooding and hurricanes. The Department also participates on a National Disaster Housing
Solutions Task Force. At other levels, HUD regularly participates in FEMA-led Regional
Interagency Steering Committees and coordinates with FEMA at Joint Field Offices when
requested.

The information flow between HUD and FEMA has been both regular and useful. For example,
HUD’s Associate Deputy Assistant Secretary for Disaster Policy and Management, the principal
liaison with FEMA, frequently coordinates and discusses with FEMA issues that may arise
between the two agencies. In implementation of the Disaster Housing Assistance Program,
senior program officials have had regular discussions and meetings. Top Department leadership
enters discussions as warranted.

To further close coordination between HUD and FEMA, HUD is encouraging its field

organizations to build closer relationships with FEMA and other agencies and players prior to
disaster events.

O
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