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OPENING STATEMENT OF SENATOR PATTY MURRAY

Senator MuURRrRAY. This subcommittee will get to order, and I
want to thank the Secretary for coming a half-hour early and |
apologize. We had votes early this morning, so we had to move up
the time. | know Senator Bond will be here as well, so I'll go ahead
and start my opening statement and we'll start moving in that
order so we can get to some questions in a few minutes.

Today we are going to hear testimony from the Secretary of
Housing and Urban Development, Alphonso Jackson. The principal
mission of Secretary Jackson’s agency is to address the housing
needs of our most vulnerable citizens. My colleagues on this sub-
committee and | take our responsibilities towards these citizens, as
well as all taxpayers, very seriously. We believe it is our duty to
protect and expand the opportunities for the neediest in our soci-
ety, provide hope for people struggling to keep a roof over their
heads, and redevelop blighted neighborhoods in partnership with
our mayors and our Governors.
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But in recent months the mortgage crisis has really tested HUD's
ability to keep people in their homes and carry out its mission, and
its performance has been totally inadequate. The mortgage crisis
threatens the housing and credit markets throughout the economy.
Millions of families are at risk for foreclosure. The administration
has the responsibility to do everything in its power to prevent this
crisis from spinning further out of control. Yet its solutions, such
as the FHA Secure program and the HOPE Now Alliance, will help
just a few hundred thousand borrowers at most.

Today, as | usually do, I reviewed in advance the formal testi-
mony that Secretary Jackson submitted for this hearing. | have to
say that | agree with some observations and | disagree with most
of the rest. | agree wholeheartedly with the Secretary when he says
that his 2009 budget request, quote, “is measured in more than dol-
lars; it is measured in the lives we touch.” But as | read the Presi-
dent’'s budget request for HUD, I'm very concerned because it
doesn’'t touch nearly enough lives, and even while the number of
people in need is growing quickly every day.

This budget proposes to cut Housing for the Elderly by more
than a third and it proposes to cut Housing for Persons with Dis-
abilities by almost the same amount. The President’'s budget pro-
poses to completely eliminate funding for the HOPE VI program,
which tears down the most decrepit public housing facilities and re-
places them with modern, safe mixed income housing.

It proposes to cut the Public Housing Capital Fund by almost a
fifth, which would reduce our efforts to keep public housing sani-
tary and safe for tenants. It proposes to slash Housing Counseling
for distressed homeowners by 60 percent, even though there is an
unprecedented demand for help. And its budget proposes to cut
Community Development Block Grants by 18 percent, more than
$650 million, at a time when the economic downturn is forcing our
cities and towns to slash their own local budgets and slow down
their own community investments.

The cuts to just these six programs total $1.6 billion. So yes, |
agree with Secretary Jackson that we should measure this budget,
as he says, by the lives we touch. But in the midst of a national
housing crisis the effect of this budget will be to hurt those most
in need, rather than to provide a helping hand to a more stable and
secure future.

Secretary Jackson will tell us in his opening statement that his
budget proposal reflects America’s compassion and commitment.
Well, 1 think the American people feel compassion and they are
committed to helping needy senior citizens, disabled, and people at
risk of losing their homes. But that's exactly what this budget does
not do. This budget reflects a lack of compassion and commitment
demonstrated by the Bush Administration and its misguided budg-
et priorities.

Perhaps to me the most egregious statement in the Secretary’s
testimony is his observation that “The President has been a strong
proponent of funding for housing counseling,” and that's a quote.
The reality is the President has fought our efforts to increase this
funding every step of the way. Almost every observer of the mort-
gage foreclosure crisis in both the public and the private sectors
has emphasized the urgent need to expand housing counseling re-
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sources. At a time when the threat of foreclosure looms over the
heads of literally millions of families, it is essential that we get the
word out that they do have options. Too many families are ignoring
their lender’s calls. Too many families fear that nothing can be
done, and too many families are left at home, hoping and praying
that things will just work themselves out.

This committee recognized that problem last year, even while the
Bush administration complained about our efforts and issued veto
threats. The fact is this committee on a bipartisan basis had to
fight the administration even to provide an additional $180 million
to expand housing counseling through the NeighborWorks America.
When the committee added this money, we got letters from OMB
that threatened to veto our appropriations bill, and those veto
threats specifically cited the counseling money as an example of ex-
cessive and unnecessary spending.

OMB Director Nussle told us that our expanded effort could, and
I quote, “produce adverse consequences, including interfering with
existing efforts by private and public entities to address mortgage
foreclosures.”

And the White House opposition has continued since then. Just
a few weeks ago, our majority leader introduced an amendment to
the stimulus bill that would boost our housing counseling resources
by another $200 million.

Now, the reality is we are still not meeting the needs that are
out there today. Even our historic funding increase last year will
only reach 450,000 families when we know as many as 2 million
families need this help. But what was the White House’s response
to Senator Reid’s proposal? Another veto threat, saying it's exces-
sive funding.

As | said earlier, the administration’s 2009 budget request actu-
ally cuts total resources for Housing Counseling by more than 60
percent in the coming year. So | don’'t see how anyone can say the
President has supported that effort. And this, as | said, is not just
a partisan fight. In the last 7 years, this subcommittee has consist-
ently had to rewrite the HUD budget to ensure that critical pro-
grams serving our citizens and communities are not slashed or dis-
mantled. That's been true under the leadership of Senator Bond
and of myself. And it is an example of the administration’s lack of
dedication to helping low-income and working families and its fail-
ure to invest in our communities.

Now, an equally important responsibility of this subcommittee is
to keep an eye on how our tax dollars are being spent, so | want
to turn to that. Earlier | said | agreed with Secretary Jackson that
his budget should be measured in the lives it touches. Unfortu-
nately, allegations have surfaced recently that HUD funds have in
fact touched the lives of some of Secretary Jackson’'s personal
friends. We have read the allegations of cronyism by Secretary
Jackson. We have read allegations that he inappropriately inter-
fered in hiring and contracting, and we have read allegations that
he tried to dictate the spending decisions of public housing authori-
ties to benefit his acquaintances.

I know Secretary Jackson has grown tired of reading those alle-
gations questioning his character. I've grown tired of reading them,
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too. | believe they've taken a real toll on the morale of HUD em-
ployees and the credibility of HUD's leadership.

Many of these allegations are currently being investigated by the
HUD Inspector General and the Department of Justice. | want to
point out that Secretary Jackson has been charged with absolutely
nothing. Our system of governance and justice presumes innocence
and Secretary Jackson is owed that presumption.

That said, as part of this hearing I do intend to ask Secretary
Jackson some direct questions regarding his conduct as Secretary,
how he has administered funds provided by the subcommittee, and
how he has interacted with other HUD staff whose salaries are
paid for by this subcommittee. |1 expect the Secretary to provide di-
rect answers. Our oversight responsibilities require no less and |
appreciate the Secretary’s cooperation.

With that, I will turn to Senator Allard for his opening com-
ments.

STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. Madam Chairman, | want to thank you and
Ranking Member Bond for providing a hearing to hear the fiscal
year 2009 budget of the Department of Housing and Urban Devel-
opment. | would also like to welcome Secretary Jackson to the sub-
committee. Secretary Jackson, we appreciate you making time in
your busy schedule to be here, especially since this is your second
morning in a row testifying before the Senate.

HUD has a long history of problems. For years it was the only
Cabinet-level agency on GAO'’s high risk list. However, I want to
take this opportunity to publicly commend Secretary Jackson and
now Secretary Martinez, who was there before him, for his progress
on this point. Last year the remaining HUD programs were re-
moved from GAO'’s high risk list. This is a tremendous accomplish-
ment and represents a great deal of work, and | would encourage
Secretary Jackson, all the dedicated staff at HUD to remain fo-
cused on maintaining the positive direction.

Certainly one of the biggest challenges HUD faces is the tight fis-
cal scenario. This is a constraint shared by nearly all agencies. No
one denies that the budget for HUD or any other agency, for that
matter, is insufficient to meet every single perceived need in this
country. Increasingly, the definition of a need seems to be a bot-
tomless well. | believe, though, that this budget strikes a reason-
able balance at meeting the most pressing needs while still being
responsible.

I support the administration’s decision to pursue fiscal responsi-
bility for these times. It would be irresponsible to continue to over-
spend and leave a mounting debt for future generations.

It is easy to look at the proposed HUD budget and complain that
it lacks money. Certainly needs are great and in a perfect world
we would have the money to meet all needs. However, the adminis-
tration has had to make some very difficult choices, and the choices
at HUD were, I'm sure, no exception in their difficulty. The budget
is evidence of these difficult choices and | commend the administra-
tion for facing reality and not simply taking the easy way out.

I want to reiterate a position that I have put forward at previous
meetings, but | believe bears repeating: HUD's success as an agen-
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cy is not defined by a budget number. More money does not nec-
essarily mean more people are served or that people are served any
better. This would seem to be especially true when reviewing the
effectiveness of HUD's programs as determined by the PART anal-
ysis. Forty-five percent of HUD's funds are spent on programs we
either know are failing to produce results or we have no way to tell
whether they are producing any results.

Why do we talk at such length about the dollars going to HUD,
but fail to look at what is coming out the other side? | for one in-
tend to keep looking at both sides of the equation.

I appreciate the opportunity to do this, to do so at this hearing.
Mr. Secretary, your testimony will be helpful to this subcommittee
and it will be helpful as we begin the appropriation process.

Thank you, and thank you, Madam Chairman.

Senator MURRAY. Senator Lautenberg?

STATEMENT OF SENATOR FRANK R. LAUTENBERG

Senator LAUTENBERG. Thank you, Madam Chairman, for holding
this hearing. We welcome Secretary Jackson here. We have to ask
questions about why it is, when one of the most difficult things for
young people growing up and ultimately winding up often in dif-
ficult situations out on our streets, while we spend over $3 billion
each and every week on the war in Irag and supplementals to sup-
port that in addition to that, and we turn our backs on the housing
needs for people who lack the income to get themselves into normal
routine housing.

So these are tough times for families struggling to keep their
homes now. Thousands of families may lose their homes because
they were sold risky subprime mortgages. And instead of realizing
the American dream, more than 35,000 households in New Jersey
may have their homes taken away.

That's why | co-sponsored the Foreclosure Prevention Act to help
homeowners refinance their loans and to be able to afford their
payments and keep in their homes. Our bill would also provide an
additional $4 billion in community development block grants,
known as CDBG, for local governments to purchase foreclosed
properties and to renovate them to improve neighborhoods. CDBG
invested more than $98 million into New Jersey’s neighborhoods
last year, creating vibrant and safe communities, new homes and
shops, new jobs, and more opportunities, and a better atmosphere
totally.

But while we were trying to do our part in the Congress, the
American people are not getting enough help from the other side
of Pennsylvania Avenue, where the housing for President Bush is
more than adequate. Despite the acknowledged success, President
Bush wants to cut funding for CDBG by nearly $1 billion, and he
also wants to cut funding for public housing. New Jersey has more
than 38,000 public housing units and the average income of those
residents is $12,000 a year, $250 a week. How can you afford de-
cent housing with that? You've got to have help from our Govern-
ment. Without these public housing units, these men, women, and
children would literally be out on the streets.

We're spending billions and billions, almost into the trillions, on
housing and restructuring Baghdad and other cities in Iraq, and
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yet we're willing to turn loose young people on the streets who are
so demoralized by the places they're forced to live in. And yet the
President’'s budget request is nearly $900 million short of what our
housing authorities need to patch leaky roofs, fix heating systems,
and to make other repairs to their residents’ homes.

Finally, Madam Chairman, the President’s budget falls short
when it comes to the section 8 program, a program that's worked
very well over the years. Section 8 is the Federal Government’s
most important program for low-income families trying to find de-
cent and safe homes in the private market by making up the dif-
ference between what the resident can afford to pay and the actual
rent.

Once again, the President’s budget is more than $1 billion less
than what America’s families need to succeed in their goals for life.
In New Jersey alone, these cuts would cost 3,000 people their hous-
ing assistance and possibly their homes. Every child, every indi-
vidual, and every family deserves a safe and affordable place to call
home, and if the President wants to see America’s homeowners and
public housing residents through these tough economic times, his
budget doesn’t reflect that interest.

I look forward to working with this committee to make sure our
public housing residents, the section 8 program, and our housing
authorities get the resources they need to succeed. Mr. Secretary,
I hope that you'll communicate your concerns for public housing,
for affordable housing, to the White House and to the President
and let them know that this is something that must be done to
help keep stability and reasonable fairness in our society.

So we welcome you here, Mr. Secretary. But there are a lot of
questions that are going to have to be answered.

Thank you.

Senator MURRAY. Thank you, Senator.

Senator Specter, do you have an opening statement?

STATEMENT OF SENATOR ARLEN SPECTER

Senator SPECTER. Yes. Thank you, Madam Chairman.

I join the subcommittee in welcoming Secretary Jackson here
today. He has a job of enormous importance, housing and urban de-
velopment, which has a very, very heavy impact on my city. Public
housing is a matter of the utmost importance as it seeks to provide
decent accommodations for people, a very important factor, pro-
viding a home, providing a basis for family, for school.

We have a very high crime rate in Pennsylvania, especially in
Philadelphia, and adequate and affordable housing is very impor-
tant. Beyond the overall concern | have for the housing issues,
there has been a matter that's very contentious between the De-
partment of Housing and Urban Development and the Philadelphia
Housing Authority, something that the Secretary and | have dis-
cussed personally. There is an issue which could cost Philadelphia
$50 million at the end of this month unless it is resolved.

Senator Casey and | undertook to try to mediate the dispute,
spent a little more than an hour on November 1, in my office, a
very rancorous, cantankerous, bitter meeting, which perplexed me.
And | asked the parties to go get it worked out, but if they didn't
I would try again.
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On December 11, | sat down with them again for an hour, and
there have been some very sharp accusations in that matter, which
I hope we do not have to go into. What I want to do is | want to
see the matter resolved. There is litigation now. It's costing the
United States Government a lot of money to hire a lot of expensive
lawyers, and taking up the time of the United States District Court
for the Eastern District of Pennsylvania. And we're all on the same
team.

I was very much concerned to read in the Washington Post yes-
terday some e-mails which pertain to this matter between two of
the Assistant Secretaries of HUD. This is what they said, “Would
you like me to make his life less happy?”"—I think referring to Carl
Greene, the head of the Philadelphia Housing Authority. “If so,
how?”, Orlando J. Cabrera, then Assistant Secretary at the U.S.
Department of Housing and Urban Development, wrote about
Philadelphia Housing Director Carl Greene. Kim Kendrick, an As-
sistant Secretary who oversaw accessible housing responded, “Take
away all his Federal dollars.” She typed symbols for a smiley face
at the end of her January 2, 2007 note. Cabrera then wrote back
a few minutes later, “Let me look into that possibility.”

The Philadelphia Housing Authority Director Greene says that
this is in retaliation for his refusal to comply with a request, or
really a demand, made by the Secretary, and there are alleged calls
from the mayor.

I hope we don't have to get into the details of it, and | hope we're
able to get it worked out. But | have some important questions. |
noticed in your statement, Mr. Secretary, that you will only take
written questions. Well, that's not satisfactory. This is a sub-
committee of the United States Senate, charged with putting up
billions of dollars for your Department, and there are some very
important questions that have to be answered. And | say that in
a context that | don't like. You and | have worked very closely to-
gether, and when | wrote to you yesterday | scratched off “Mr. Sec-
retary” and put “Al” and signed it “Arlen” because you and | have
an Al and Arlen relationship.

But when $50 million is at stake and the kind of allegations that
are involved here, | hope we don't have to get to the bottom of it.
What | hope is we can settle it.

Thank you, Madam Chairman.

Senator MURRAY. Senator Bond, | apologize for starting ahead of
time with the votes going on. Do you want to make your opening
statement?

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator Bonp. | might as well, and begin by apologizing to you,
my colleagues, the Secretary, and those here. This morning a wreck
on North Capitol of a school bus put me about 45 minutes behind.
So this is the day when | could least afford to be 45 minutes be-
hind, but | appreciate your going ahead, and again my sincere
apologies.

I thank you, Madam Chairman, for having this hearing. | believe
Senator Murray has already noted this is likely the last time we
will have the pleasure of receiving testimony from Al Jackson, the
Secretary of HUD. | would say also, the Secretary’s a good friend.
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We worked together in previous transmogrifications and | hope
that he will be able to provide closure for a number of HUD pro-
grams, most especially public housing reform, lead-based paint, as
well as providing demonstrated leadership on the subprime mort-
gage crisis.

These are no small challenges that have to be resolved. Never-
theless, | hope that this hearing will assist us in crafting an appro-
priations bill that will assist in meeting at a minimum the housing
and community development needs of the Nation.

HUD continues to face a slew of funding and programmatic
issues which are not likely to be resolved for a number of years into
the future. This statement is not intended to detract from any ac-
complishments of the Secretary, but it is an honest assessment of
HUD as it continues to have problems, many of which are long-
term and, to be quite frank, require a lot more funding than the
administration is willing to commit.

Unfortunately, many of HUD’s programs are part of a safety net
to assist many low- and very low-income families with greatest
needs, including seniors and persons with disabilities. In many
cases these are persons who are unable to help themselves,
through no fault of their own. These are the people we all want to
help.

Unfortunately, HUD’s problems are not just a question of inad-
equate funding. | believe strongly that HUD does not have ade-
quate staffing or expertise to ensure that its programs can work ef-
fectively. This coupled with the risk of many impending retire-
ments from the senior ranks also means that HUD will have dif-
ficulty conducting the necessary oversight to prevent fraud, abuse,
and negligence in its programs.

On top of these problems, HUD has admitted that its IT systems
are antiquated, underfunded, flat-out do not work as expected.
That's a real hat trick, and that is a serious problem, which not
only compounds HUD’s program failures, but it further enhances
the risk of fraud, abuse, and loss of program income.

Nevertheless, | congratulate Senator Murray for her aggressive
efforts to ensure that the final fiscal year 2008 appropriations bill
included language that provides a separate appropriation for each
of HUD’s primary offices. Frankly, | think that was an excellent
move. With HUD’s assistance and this information, our sub-
committee should be able to make constructive funding decisions on
staffing requirements once we understand which offices are over-
funded and which are underfunded. The bottom line is that we
need to help ensure that HUD staff is allocated to the office with
the most needs, where they can provide the best expertise.

I also expect HUD to make personnel recommendations for HUD
offices consistent with staffing needs within the next 2 months to
the House and Senate Committee on Appropriations.

For another year, | must express extreme disappointment with
the proposed administration HUD budget for fiscal year 2009. For
example, the administration has increased overall funding by some
$600 million in fiscal year 2009, with an advanced appropriation of
$400 million, for 2010 project-based assistance. Unfortunately,
HUD has been short-changing its long-term rental contracts to pre-
serve and pay existing section 8 project-based needs and now we
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find ourselves in a $2.4 billion hole. That's unacceptable. HUD's ap-
proach is to fund 2009 needs through bits and pieces despite a
legal obligation to fund fully all housing for the entire term of the
contract, many of which begin in 2009, but stretch into 2010.

Not only is this approach of dubious legality, but it creates a fi-
nancial burden of $2.4 billion from 2009 into 2010 without any
clear way to pay for the obligation without short-funding other im-
portant programs or possible shortfalls in long-term contracts.

Public housing has its concerns, but I'm pleased that the Public
Housing Operating Fund received an increase. | assume these
funds will operate to assist PHAs in meeting their asset-based
management requirements. More funds are needed, but this is a
start. Nevertheless, cutting the Public Housing Capital Fund by
some $400 million is counterproductive, especially since public
housing will only result in higher costs later by failing to address
deteriorating needs, which will only get worse.

The administration wrong-headedly continues to request the
elimination of HOPE VI. While | would support certain reforms to
expedite demolition and streamline construction with HOPE VI, |
do support HOPE VI, which has transformed communities through-
out the Nation, building mixed housing that has leveraged new in-
vestments, economic development, stable communities, from which
hospitals, schools, and jobs have grown, often resulting in an in-
crease in the tax base and a reduction in crime.

I know, Mr. Secretary, you're quite familiar with Murphy Park
and the King Louis Developments in St. Louis, which took some of
the most uninhabitable, dangerous high rises and converted them
into mixed use viable communities with decent housing on a mixed
income basis.

I think we should look at HUD through a gestalt process where-
by we take public housing as a whole, with a goal to fix all PHA
problems as a totality, and we’'re going to have to do that regard-
less of costs.

Even more drastic, section 811 housing for persons with disabil-
ities would be gutted, from $237 million in fiscal year 2008 to a
meager $65 million under the 2009 budget request. These are peo-
ple who rely on this program and in many cases this housing rep-
resents the primary focus around which services and related pro-
grams are provided.

Equally serious, the administration seeks significant reductions
to the section 202 elderly housing program. In the section 202 pro-
gram, the administration proposes a cut of $195 million from a
2008 funding level of $730 million. People are getting older. Our
population’s getting older. The demand and the need for this hous-
ing are growing, not contracting.

For the sake of time, | will highlight only several other impor-
tant issues and leave other issues for later resolution. But in par-
ticular, HUD’s FHA Single Family Mortgage Insurance program
has always been a concern of mine, especially since homeownership
appears to be a bigger priority to the administration than afford-
ability and foreclosure. To some extent, | will tell you quite frankly
I think the emphasis on homeownership helped to drive the fore-
closure crisis we're now in. We were warned about it. Zero down
payments, all these wonderful ideas to give people who couldn’t af-
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ford housing the opportunity to get into the housing didn’t do them
any good when we put them in housing they couldn’t afford, no
matter how many gimmicks up front, whether it was seller fi-
nanced Nehemiah or no down payments provisions.

I think we all need to recognize that homeownership is a great
goal, but it's not achievable for everyone. Rental housing has its
place and in many cases it's more affordable and realistic for people
and families in this country. I've lived in rental housing and there
is nothing wrong with that if you are not in the position to buy a
house and ruin your credit when you can’'t make the payments.

In addition, | emphasize an agreement | have with FHA. Name-
ly, FHA is not intended to bail out either homeowners or lenders
regardless of negligence, predatory lending, or whatever. In other
words, FHA is not permitted to refinance mortgages at mortgage
costs that are above the current value of the property. FHA could
obviously refinance mortgages at the actual appraised value and |
would urge FHA to do so.

My real concern here is the appraisal system is flawed and to
some extent to blame for the housing crisis we're now facing. It's
certainly a worthwhile discussion that may result in the need for
legislation or State action. I'd be very interested to see how FHA
plans to deal with appraisals.

In particular, FHA needs to report quarterly to the House and
Senate Committees on Appropriations on appraisal reforms. | do
expect people guilty of fraud to be barred from the appraisal pro-
gram, perhaps even including fines and jail sentences.

If we do not see action and FHA losses actually increase, it might
be time for a new FHA corporation or a new housing GSE. If that
sounds harsh, just talk with families who've lost their homes.

One of the major problems facing HUD and FHA is seller down
payments. In general, this is where seller-funded nonprofits pro-
vide down payment assistance to families in order to qualify for
FHA mortgage insurance. Unfortunately, this practice, while it's
done well for the sellers, allowing them to sell the property, but if
it results in inflated real estate prices and the risk of default then
the FHA winds up holding the bag.

In fact, the costs to the FHA have been dramatic. From 2000 to
2004, these loans as a percentage of FHA'’s business grew from 6
to 30 percent, with approximately a 35 percent default rate. In fact,
without some change in the law or HUD practice, seller down pay-
ments will cost as much as $1.4 billion in appropriations to pay for
losses in 2009. Unfortunately, courts have not been receptive to
HUD’s attempt to ban the practice, justifying the most recent deci-
sion on procedural grounds.

Finally, there is a local issue where three relevant Federal agen-
cies are required to meet the basic requirements of legislation that
identifies and makes unutilized and underutilized public lands
available on preference to homeless providers. HUD conducts the
initial analysis; Health and Human Services provides the applica-
tion with a preference to any homeless provider. The biggest prob-
lem in Missouri is a certain homeless provider who repeatedly ap-
pears to have gotten priority for HUD excess properties. The pro-
vider has no relation to any other homeless provider in Missouri,
never participated in the Federal homeless funding or local con-



11

tinuum of care. There has never been any comprehensive attempt
to administer these facilities in a professional manner.

Among the troubling issues, there have been reports of rapes
committed by employees, theft, as well as a recent knife and chain
saw attack by a psychiatric patient. Equally troubling, the Spring-
field facility iIs near a school, which clearly poses some risk to the
students.

Unfortunately, the Government appears unable to implement its
responsibilities as to excess properties for the homeless. | know any
major change would cause concern. My suggestion and compromise
is not to eliminate the program, but to tie the program, this pro-
gram, to homeless participants and the Federal continuum of care
to ensure the excess property will be used effectively and appro-
priately.

I initially supported the law because of the past bias against
housing the homeless in almost any community. Nevertheless, not
all Federal properties are appropriate. We almost ended up with a
homeless shelter in St. Louis that was an obsolete Social Security
building in the downtown district, which was going through revital-
ization, and if they made that the largest homeless shelter in the
Nation it would have doomed the revitalization efforts of downtown
St. Louis. That's only one example of property decisions made
under a poorly administered law.

Madam Chairman, | apologize for the length of my statement,
but, as you may have noted, | have a lot of concerns dealing with
HUD. | thank you and my colleagues and the Secretary for the in-
dulgence.

Senator MURRAY. Thank you very much, Senator.

Secretary Jackson, if you will give your opening statement.

STATEMENT OF HON. ALPHONSO JACKSON

Secretary JACKSON. Thank you very much, Chairwoman Murray.
And | want to thank Ranking Member Bond and the members of
the committee for the opportunity to appear before you today.

Madam Chairman, I am here to present the fiscal year 2009
HUD budget. But before | do that, I want to thank you, Madam
Chairman and the entire subcommittee, for priority given to FHA
Modernization. We need the legislation right away. As you and
your colleagues finish work on this important legislation, | should
mention the administration’s remaining priorities with respect to
what’s in the final bill.

First, the legislation must allow HUD to address the recent ex-
plosion in loans where the seller provided buyers with down pay-
ment assistance and then add the price into the home. These loans
have a foreclosure rate three times the norm. They are costing
hard-working Americans their homes, and these types of loans
have pushed FHA to the brink of insolvency.

Second, Congress should allow FHA to proceed later this year
with some flexibility in setting premiums. | assure you we have no
intentions of increasing premiums on our bread and butter cus-
tomers, but a few modest changes will strengthen FHA's ability to
offer safe alternates to home owners who want to refinance out of
high-cost subprime loans and will actually allow us to reduce the
premium for our potential home owners with low income.
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Such legislation would fit well into the general direction of the
President's budget. We need actions that are positive, solutions to
complex problems that confront home owners in the housing mar-
ket, like FHA modernization and the Government-sponsored enter-
prises.

The proposed budget is fiscally sound, representing a historical
investment of $38.5 billion for programs at HUD. This is an in-
crease of more than $3 billion, or 9 percent over last year's budget.
The budget is almost $1 billion more than our current budget au-
thority. This funding will be timely and on target for people served
by this Department. We need this budget to maintain the current
home ownership and to stimulate new purchases. It will help us ex-
pand our current effort.

Let me put the budget in context. Last year President Bush and
I introduced FHA Secure to help more Americans facing foreclosure
refinance into safer, more secure FHA loans. We did this using the
current regulatory authority. As we have been able to make the
FHA available to more qualified families, there has been a notice-
able increase in the number of closings. We believe that FHA Se-
cure will help about 300,000 families refinance into affordable
FHA-insured mortgages. FHA Secure has proved to be extremely
valuable.

Madam Chairman, you should also know that only in 5 months,
from September 2007 through January 2008, FHA has pumped
more than $37.5 billion of much-needed mortgage activities into the
housing market. More than $14.7 billion of that investment came
from FHA Secure.

FHA modernization would greatly assist our effort. As you know,
the economic stimulus package provided a temporary 10-month
window. We announced the new loan limits last week when | was
in California. This will help hundreds of thousands of people na-
tionwide, perhaps as many as 250,000. But this is no substitute for
the FHA modernization, which would raise appropriate loan limits
permanently and also provide other important changes that would
benefit American home owners.

At a time of high foreclosure, FHA is helpful in other ways, such
as a strong loan loss mitigation program which has saved hundreds
of thousands of homes from going into foreclosure.

In addition to FHA-related actions, we are also taking steps to
ensure it is easy for home owners to understand the fine print
when they do sign on the dotted line. That's why we are committed
to RESPA reform. We're in the process of publishing a new Real
Estate Settlement Procedure Act rule and hope it will bring much-
needed transparency to the home buying process.

Now, the budget will work in concert with other actions that we
must take. For instance, the proposed budget appropriately in-
creases funding for housing counseling. America needs the present
request for $65 million in the budget for housing counseling. Those
funds, in addition to the $180 million provided to NeighborWorks,
will serve our constituents very well.

Many Americans are facing foreclosure. We know that we can
stop these foreclosures and housing counseling works very well.
This funding will help partially address the crisis and prevent such
a situation in the future. It will get the job done. We want to make
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sure that housing counseling services get the funds they need, now
and in the future, and can manage the funds they get.

We also need to continue Government efforts to partner with the
private sector to help build back the housing market. The Hope
Now allowance is a good example. Hope Now is a private sector vol-
untary industry effort to address foreclosure through freezing mort-
gage interest rates and working directly with financially troubled
home owners.

I also commend a recent effort by six Hope Now Alliance mem-
bers to provide a temporary pause for home owners in the fore-
closure process. These actions provide direct assistance to those in
need right now. These are the sort of responses that provide quick
help for home owners.

As in the past, Madam Chairman, the largest part of our budget
is for affordable rental housing. Combined, this budget seeks more
than $29 billion for the rental assistance program, which is ex-
pected to help more than 4.8 million households. We are mindful
of the continuing need for more affordable rental housing. Espe-
cially low- and middle-income workers still find themselves priced
out of the real estate market. We need to maintain the units cur-
rently available and expand their numbers. This budget will help
us do that.

Finally, the homeless must not be forgotten. We are making
strides to cut the number of chronic homeless within our con-
tinuum of care approach. For the first time ever, we saw a decrease
in the number of chronic homeless last year, a drop of 12 percent.
We must continue that process. Our budget once again seeks an in-
crease for homeless programs to continue this good work.

PREPARED STATEMENT

Madam Chairman, | know that you are mindful of the need to
help our Nation's homeless veterans. Americans are deeply, pro-
foundly grateful for the service and sacrifice of our Nation's vet-
erans. In this proposed budget there is a request for $75 million
for our Veterans Affairs supportive housing program. Prior to 2008,
this program has not been funded since 1993. Working with the
Veterans Administration, we will create an additional 9,800 vouch-
ers for fiscal year 2009. This will bring the total of approximately
20,000 homeless veterans to be able to be served through social
service and housing.

Overall, | believe that this is a good budget and I look forward
to working with you to carry out this. Thank you very much.

[The statement follows:]

PREPARED STATEMENT OF HON. ALPHONSO JACKSON
INTRODUCTION

Thank you, Chairwoman Murray, Ranking Member Bond, and the members of the
subcommittee for this opportunity to appear today.

Madam Chairwoman, the budget for the Department of Housing and Urban De-
velopment (HUD) represents an investment in the American people by the American
people. This investment is measured in more than dollars. It is measured in the
lives we touch, whether in creating and protecting sustainable homeownership, pre-
serving affordable rental housing, helping the homeless, or revitalizing our cities.

The budget reflects America's compassion and commitment. The President’s budg-
et will ensure housing assistance for those in need, preserve and promote home-
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ownership by addressing subprime mortgages, strengthen communities by sus-
taining homeownership gains, make further progress towards ending chronic home-
lessness, and continue the trend of improving HUD’s management and performance.

Almost every American is touched by our programs, directly or indirectly. And
there are few things more personal or cherished as the house or apartment where
we live, watch our children grow up, and where we grow old. Our budget is about
promoting new homeownership and making the American dream possible. The
budget is about protecting families already in homes. It is about expanding afford-
able rental housing. It extends funding and services to those in need, including the
disabled, veterans, the homeless, people with HIV/AIDS, and elderly and disabled
people affected by hurricanes Katrina and Rita. Further, it continues to support and
encourage community growth and revitalization.

I believe we have a good budget. It is fiscally sound, supports our mission, and
fits in well with the overall vision for the President’s entire fiscal year request. My
Department would receive an historic investment, $38.5 billion. This is an increase
of more than $3 billion, or 9 percent, over last year's proposal. The budget is almost
$1 billion more than our current budget authority.

Let me break this down in more detail.

ENSURING HOUSING ASSISTANCE

I am pleased that the budget strongly ensures housing assistance for those in
need. As in the past, the largest part of our budget is for affordable rental housing.
Combined, this budget seeks more than $29 billion for our rental assistance pro-
grams which we expect will help more than 4.8 million households. We are mindful
of the continued need for more affordable rental housing, especially as some low-
and-middle-income workers find themselves priced out of the real estate market in
many cities. We need to maintain the units currently available and this budget will
help us do that.

The budget increases primary housing programs by providing $7 billion to renew
all project-based rental contracts and $400 million for an advance appropriation to
bridge renewal funding into 2010. This will help provide housing assistance for
nearly 1.3 million low-income tenants.

We also increase housing choice vouchers, reaching over 2 million low-income fam-
ilies, while removing the cap on the number of housing units that Public Housing
Authorities may assist.

The budget also supports public housing operations with a request for $4.3 billion,
the highest proposed funding level in history. This will cover the necessary oper-
ating expenses for 1.2 million public housing units.

The proposed budget also seeks $300 million for persons living with HIV/AIDS.
This funding would provide housing and care for 70,500 people.

The proposed budget also contains $3 billion in Community Development Block
Grant (CDBG) funding for States and local governments. We have once again asked
Congress to revise the outdated funding formula for this program. With appropriate
revisions, we can distribute resources more efficiently and fairly, making this fund-
ing more effective and helpful.

Madam Chairwoman, let me also add some comments about the recovery effort
from Hurricanes Katrina, Rita, and Wilma. The disaster was unprecedented. Recov-
ery will take many years. We have been deeply involved in these recovery efforts.

You should know that HUD has funds available of nearly $20 billion throughout
the gulf coast region to assist in recovery. States have spent approximately $8.5 bil-
lion to date. So far, more than 110,000 homeowners in Louisiana and Mississippi
have received financial assistance from HUD. We know that there is more to do—
much more. We have learned much and worked through some enormous difficulties.
But progress is noticeable.

The American people should be proud of their investment and their compassion.
If anyone wants to see America’s heart, they should go to the gulf coast, where so
many people have given generously of their time, their love, their patience, and
their courage.

The gulf coast is coming back, and one important reason is a fundamentally sound
approach to recovery.

When Hurricanes Katrina, Rita, and Wilma devastated the gulf coast, many of
our most vulnerable citizens lost the only homes they had known. We recognized
last year that some of those families affected by the storm needed additional time
to recover, which is why the administration transferred the responsibility for hous-
ing these families from Federal Emergency Management Agency (FEMA) to HUD
under the Disaster Housing Assistance Program (DHAP) and extended Government
housing assistance another 18 months to 30,000 families.
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The President is also requesting $39 million to ensure that the elderly and dis-
abled families displaced by the 2005 gulf coast hurricanes remain protected at the
conclusion of DHAP. These Disaster Displacement Assistance vouchers will provide
permanent affordable housing to eligible elderly and disabled families, while the re-
maining storm victims who are not on fixed incomes continue on the path to self-
sufficiency.

The Department will administer these vouchers as part of the section 8 Housing
Choice Voucher Program. We will make rental assistance payments on behalf of
these families, whether they have relocated or returned home.

PRESERVING AND PROMOTING HOMEOWNERSHIP

Promoting homeownership remains one of the central goals of this administration.
We have to get the housing market back on track. We know that homeownership
is good for families, the community, the Nation, and the world. Homeownership
equals empowerment, wealth creation, independence, and fulfillment of the Amer-
ican Dream. It gives the family a stake in the community. Homeownership is a
source of pride. It is particularly important for America’s minority communities,
which historically have lower rates of homeownership.

Clearly, the housing crisis is a powerful challenge. After the unprecedented, his-
toric gains in homeownership between the start of the decade and 2005, there has
been a downward trend in homeownership. The troubling rates of foreclosure and
other housing indices reveal more than a statistical drop or figurative decline. They
tell us of families losing their homes, of people losing their investments, and of
dreams stolen away.

The causes are many. But the subprime situation is often the reason. But not all
subprime loans are bad. Subprime loans broadened the availability of credit and led
to housing investment for those who previously had less than perfect credit. And
the majority of subprime loans are still being paid on time. About 20 percent of
subprime loans are problematic. This means that many families cannot afford their
subprime loans. Some families are on the edge of a financial abyss. The rapid rate
of foreclosure threatens to continue unless appropriate actions are taken.

This budget will help HUD in its efforts to address the housing crisis. It will give
us the tools we need to continue our work. We must reverse the downward trend
in housing indices and homeownership. We must help homeowners retain their
homes. We must also look to the future because we must increase the number of
families who own their own homes. And we must retain the sizable increase in mi-
nority homeownership. As you may recall, in 2002, the President challenged the Na-
tion to create 5.5 million new minority homeowners by the end of this decade. And
we have made substantial progress: 3 million more minority families have become
homeowners since 2002. We must build on that progress.

Of course, the President’s stimulus package will help. I'm grateful Congress has
given this package its support. By temporarily increasing FHA loan limits, we can
back more safe, sound mortgages in high-cost States and help homeowners trapped
in exotic subprime loans to hold on to their houses.

We also need the President’s request for $65 million in this budget for housing
counseling. Why? Well, we have learned that housing counseling makes a powerful
difference in homeownership and foreclosure avoidance. You see, many of the failed
loans were a surprise because the homeowner didn’t read the fine print and didn't
understand the contract. Housing counselors could have helped the homeowner gain
a better perspective about affordability and balanced expectations. Families must
buy homes they can afford. They must understand the contracts—have an especially
clear idea of the features of financing and the ramifications of resets, and the terms
and the timelines. Prospective homeowners must have a prudent mortgage, not a
“suicide loan.” We must remove the mystery, confusion, and vagueness from the
process. There must be full disclosure, understandable information, and a trans-
parent process.

That's why we need housing counselors to be fully engaged in the process. Hous-
ing counselors are an important line of defense against foreclosure. They can en-
lighten homeowners and help prospective owners determine the affordability and
appropriateness of a mortgage. They can explain the contract and answer questions.

The President has been a strong proponent of funding for housing counseling, and
has worked with you to more than double the funding for housing counselors since
the start of this administration. Now, given the magnitude of the crisis we face, it
is important to expand funding for housing counseling. The President's request in
this area is paramount to prevent future foreclosures.

These funds, in addition to the President’s request of $180 million for the Neigh-
borhood Reinvestment Corporation, provide great services to those in need. And we
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now know that spending in this area is a sound investment, saving the Nation from
expenses related to foreclosures, lost revenues, slowdowns in business spending and
new housing construction, and declining home values.

The administration is also taking steps to ensure it isn't as hard for homeowners
to read the fine print when they do sign on the dotted line. That's why we are com-
mitted to reform of the Real Estate Settlement Procedures Act (RESPA). We hope
to publish a new RESPA rule in the coming days. Our goal is to bring much needed
transparency to the home-buying process.

STRENGTHENING COMMUNITIES BY SUSTAINING HOMEOWNERSHIP GAINS

The President has also requested a substantial increase of $263 million for our
HOME program. This would bring the funding level up to nearly $2 billion for the
Nation’s largest block grant program specifically designed to produce affordable
housing. This request includes $50 million for the American Dream Downpayment
Initiative, which provides flexible housing assistance, and increases affordable hous-
ing and minority homeownership. Since the inception of the HOME program 16
years ago, almost 812,000 units of affordable housing have been created.

We also need to support other efforts to maintain current homeownership and
stimulate new purchases. In August 2007, the President and | introduced an effort,
FHASecure, to help more Americans facing foreclosure refinance into a safer, more
secure Federal Housing Administration (FHA) loan. We did this using current regu-
latory and | am pleased to report that the program is helping many families avoid
foreclosure. There has been a noticeable increase in the number of closings with
FHA. Two months ago, there were 2,500 closings a month with FHA. Now, there
are 4,500 closings a week! By year’s end, we expect FHA will be able to help more
than 300,000 families refinance into affordable FHA-insured mortgages.

Madam Chairwoman, you should also know that FHA has mailed letters to hun-
dreds of thousands of at-risk homeowners to urge them to refinance with safer, more
affordable FHA-backed mortgages. These letters are being sent to homeowners who
already have or soon will confront the first reset of their adjustable rate mortgage,
and are currently living in locations subject to FHA loan limits. We will be sending
these letters out to about 850,000 at-risk homeowners.

But we could do so much more with legislation to modernize the FHA. Congress
needs to quickly complete work on a bill that will immediately give us authority to
expand FHA's ability to serve the very type of borrowers who were lured into high-
cost, high-risk loans. We need to make the minimum down payment more flexible,
create a fairer insurance premium structure, and permanently increase FHA's loan
limits. This will allow more families to use FHA, perhaps hundreds of thousands
of families. We need FHA modernization as soon as possible. Every day of delay
places qualifying homeowners at unnecessary risk. Our estimates indicate that FHA
modernization could help as many as 250,000 more families by the end of 2008.

We asked for this bill 2 years ago to help us avoid the mortgage crisis. But now
we need it to help address the crisis.

I am also pleased that the mortgage industry has stepped forward to help. Treas-
ury Secretary Paulson and | have worked closely with the mortgage industry to ad-
dress the housing crisis in another way: enlist proactive industry cooperation. The
industry worked with the administration to develop a program called the HOPE
NOW Alliance to help homeowners at risk of foreclosure. The Alliance has imple-
mented a plan that could help up to 1.2 million homeowners avoid foreclosure over
the next 2 years by providing systematic relief that includes modifying or refi-
nancing existing loans, moving borrowers into FHASecure loans, and implementing
a 5-year freeze on interest rate resets for subprime loans. The industry has already
assisted 370,000 homeowners. HOPE NOW has contacted more than half a million
borrowers in the second half of 2007.

There are other actions that will help. So, you'll see the budget has a sharp in-
crease for our Self-Help Homeownership Opportunity Program (SHOP) that works
with organizations like Habitat for Humanity and others to build housing through
sweat equity.

Fair housing practices are an important aspect of homeownership. This year
marks the 40th anniversary of passage of the Fair Housing Act. Our budget pro-
vides $51 million to protect the right of all Americans to be free from housing dis-
crimination based on race, religion, gender, sexual orientation, family status, or dis-
ability. This is an increase of $1 million over the current appropriated level.

I also hope you will notice our new Fair Lending Division. This office will examine
guestionable mortgage practices and investment complaints from homebuyers. It is
an important addition—a new way to directly address unfair practices.



17

This new division has already made an impact. Recently, HUD awarded grants
totaling approximately $1 million for the development of strategies to address lend-
ing discrimination. These grants were awarded to State agencies in Ohio, Massachu-
setts, Colorado, and Pennsylvania, States with some of the highest rates of fore-
closure in the Nation. The agencies in these four States are developing “best prac-
tices” for intake procedures, investigation techniques, and education and outreach
activities for their mortgage lending enforcement programs. These “best practices”
will be made available to all State and local agencies in the Fair Housing Assistance
Program (FHAP).

ENDING CHRONIC HOMELESSNESS

And the homeless must not be forgotten. We are making strides in reducing
chronic homelessness with our “continuum of care” approach. We are working to
provide assistance across the entire spectrum of homelessness. This continuum of
care is vital because homelessness is a complex, difficult, multi-dimensional prob-
lem, both for those who are homeless and for those who are working to meet the
needs of the homeless.

Our national effort to end homelessness has been steadfast, with strong commit-
ment and investment. Since 2001, HUD has awarded approximately $10 billion in
funding to support the housing and service needs of the homeless.

We are working especially hard to stop the revolving door for the chronically
homeless. Early on in this administration, President Bush set a goal to end chronic
homelessness in America. If we are to be successful, we must help break a cycle of
circumstances and behaviors that consistently place the chronically homeless on the
streets.

And there is evidence that we are making progress. The investment by HUD and
local communities is working. In November, HUD announced that, across the coun-
try, local communities saw a nearly 12 percent drop in the number of individuals
who literally call the streets their home, nearly 20,000 fewer persons living on our
streets. This was good news. It shows that the hard work of thousands of people
is paying off, that our efforts can make a powerful, positive difference.

Of course, we still have a long way to go before ending chronic homelessness.
There are still people living on the streets, many of them are mentally ill, addicted
to alcohol and/or drugs, or physically disabled. These are the most vulnerable among
us, the hardest-to-house and the hardest-to-serve. The chronically homeless are peo-
ple who are homeless for more than a year or who continue to cycle back into home-
lessness. They are people who need serious, sustained assistance to overcome their
homelessness.

Madam Chairwoman, | know you are mindful of the need to help our Nation's
homeless veterans. Americans are deeply, profoundly grateful for the service and
sacrifice of our Nation’s veterans. In the proposed budget, there is a request for $75
million for our Veterans Affairs Supportive Housing Program (VASH). Prior to fiscal
year 2008, this program had not been funded since 1993. Working with the Veterans
Administration, we will create an additional 9,800 vouchers for fiscal year 2009,
bringing the total to approximately 20,000 homeless veterans being served through
housing and social services and double the number of available housing vouchers.

CONTINUING HUD’S IMPROVED MANAGEMENT AND PERFORMANCE

Finally, 1 would like to discuss the management of the Department. For the first
time since 1994, the Government Accountability Office (GAO) removed HUD’s sin-
gle-family housing mortgage insurance and rental housing assistance programs from
the list of High-Risk Federal programs. | am very proud of that fact.

I am also very pleased that HUD achieved a clean opinion in its 2007 financial
statements, continuing a multi-year trend.

We need to build upon this progress. So, Madam Chairwoman, | also want to
mention that the $313 million included in the request for our Working Capital Fund
will enable the Department to make critical upgrades to our aging information tech-
nology (IT) systems. If we want to improve the delivery and control of the Depart-
ment’s significant program resources for the benefit of the people and communities
we serve, then it is imperative that we have sufficient funding for IT systems mod-
ernization efforts. The $65 million reduction of our 2008 request for IT funding was
devastating. That reduction has stopped practically all HUD systems modernization
efforts.

Madam Chairwoman, this subcommittee should know that without sufficient
funding, we will be unable to modernize FHA's 25 year old mainframe systems to
effectively support FHA program reforms. We will be unable to improve the automa-
tion of the section 8 Project-Based Assistance contract renewal and payment proc-
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esses. We will be unable to effectively implement asset management improvements
over the public housing stock. We will continue to manage our $16 billion a year
Housing Choice Voucher Program through a cumbersome spreadsheet process rather
than an automated database that can provide timely information for HUD and Con-
gressional oversight. HUD has demonstrated the ability to successfully use its lim-
ited IT funding. | urge you to support the budget request for IT funding.

CONCLUSION

Overall, this is a good budget for the Department . . . balanced, reasonable, ap-
propriate, and workable. It allows us to operate within a framework of cooperation
and partnership with other Federal agencies, State and local governments, and non-
profit initiatives. The American people count on HUD . . . count on us for direct
assistance, grants, professional administration, and high-quality public service. With
this budget we meet those expectations. With this budget we can get the job done.

| also want to thank the employees at HUD for their extraordinary service during
a very trying and difficult period. Madam Chairwoman and members of the sub-
committee, | am sure that you would be extremely impressed by the day-to-day
work product of our employees. | am very proud of my colleagues at HUD.

Madam Chairwoman, as we proceed through the budget process, | look forward
to working with you. | thank you and the subcommittee for your consideration of
this budget request.

SELLER DOWN PAYMENT PROGRAM

Senator MURrRRrRAY. Thank you very much, Mr. Secretary.

We will have 5-minute rounds, and I'm told that we may start
voting as early as 10:30, so | will try and make mine short so we
can get to everybody.

Mr. Secretary, HUD’s budget assumes that there will be major
reforms to the FHA Single Family Housing program and I'm told
that if these reforms are not enacted this year the MMI Fund could
potentially face a $1.4 billion shortfall. We're also told this is large-
ly the result of the defaults of the seller down payment program.
What are your views on the seller down payment program and its
impact on the solvency of the FHA fund?

Secretary JAcksoN. Chairlady, we really believe that the seller
down payment program, if we are still forced to carry it, will create
severe problems for us, on the brink of insolvency for this year. We
have heavy reserves, but this year it's creating a problem. As | said
when | was reading the statement, it's three times higher than our
default rate. We're about two and one-half and they're three times
higher. It is presenting serious problems.

Senator MurrAY. What is the default rate for the program?

Secretary JACksoN. What is that?

Mr. MoNTGOMERY. The foreclosure rate is 2.3 percent and the de-
fault is about 6.3 percent.

Secretary JAcksoN. Foreclosures—well, come and tell the chair-
lady.

Mr. MoONTGOMERY. Brian Montgomery, FHA Commissioner.

Our overall foreclosure rate the last quarter of 2007 is 2.3 per-
cent. The default rate is about 6.3 percent.

Senator MURRAY. What is it costing the taxpayer to run this pro-
gram compared to the standard FHA mortgage program?

Mr. MoNTGOMERY. The Secretary is exactly right. These loans
that have seller-funded down payment assistance are two and one-
half, three times more likely to default. As you know, part of what
we've been trying to do is to sound the alarm on just how volatile
these loans are. We proposed a rule, too, that would eliminate that
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type of assistance, but were stopped, sued and stopped in two court
decisions last week.

Senator MURRAY. Let me ask you, Mr. Secretary. Last week the
U.S. District Court for the District of Columbia vacated the HUD
final rule that prohibited the Seller Down Payment Assistance Pro-
gram you're referring to from acquiring an FHA guarantee. How
does that court decision affect HUD’s ability to ensure the solvency
of the FHA Fund?

Secretary JACKksON. Chairlady, I'm not sure that I can answer
that because the judge in his opinion said exclusively 1 was not to
deal with the process. He excluded me out of the process. Brian can
answer it for you, but I cannot.

Senator MURRAY. Well, let me get an answer in writing from you,
because | do want to ask one more question on my time and turn
it to Senator Bond.

[The information follows:]

SELLER DOWNPAYMENT PROGRAM

The Department is re-publishing the Notice of proposed rulemaking in order to
allow for additional comment on information that further explains and supports
HUD'’s proposal to prohibit seller-funded down payment assistance. In its proposal,
HUD is advising the public that the current practice that allows for seller-funded
down payment assistance is having a serious negative impact upon the overall fi-
nancial health of the FHA Fund. The Senate’s FHA modernization bill also prohibits
this type of assistance.

HECM

Senator MurrAY. HUD'’s Housing Equity Conversion Mortgage,
the HECM program, provides elderly home owners the option of
taking out a reverse mortgage on their home in order to meet their
financial needs today, providing them with the flexibility to use
that equity in their homes for what they need, health care, home
repairs. As we're watching our elderly population struggle with this
economic downturn, this program has become increasingly impor-
tant to them. In fact, it is the fastest growing loan program within
FHA.

We are seeing some pretty distressing news reports, including
one by AARP, of unscrupulous sales agents who are selling older
home owners annuities, long-term care insurance, investments,
home repairs, that are very high in cost and low in value to the
consumers, and sometimes these schemes are done with the col-
laboration of lenders participating in the HECM program.

What steps is your Department taking, Mr. Secretary, to crack
down on these abusive practices directed at HECM borrowers by
sales agents and lenders?

Secretary JACKSON. You're absolutely correct, chairlady, and we
are doing everything with the Office of Housing to seek out these
persons. We're very, very concerned about this process because we
do a large number of HECM loans. And | am very, very committed
to senior citizens that they don't lose their homes. So we are mak-
ing every——

Senator MURRAY. Are you taking any action against any of the
lenders?
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Secretary JAacksoN. | can get that information for you. I know
that our Assistant Secretary has taken some action. I'm just not
sure how much action we took.

Senator MurrAY. Okay. I'd like that back in writing, then.

Secretary JAcksoN. | will make sure | get that for you.

[The information follows:]

HousING EQuITY CONVERSION MORTGAGE (HECM)

Over the past 2 years, FHA has taken major steps to mitigate risk in its Home
Equity Conversion Mortgage program. During fiscal year 2007, FHA reviewed 90
mortgages and a total of 4,572 HECM loan files, uncovering findings in half of the
loans examined. FHA issued findings letters to these mortgagees notifying them of
the deficiencies.

PUBLIC HOUSING CAPITAL FUNDS

Senator MURRAY. Senator Bond?

Senator BonD. Thank you very much, Madam Chairman.

I'm very much concerned about the Capital Funds for public
housing. Apparently a 2000 ABT study estimated the annual ac-
crual needs of capital. When you inflate them to 2009, it looks like
they are being budgeted at about 79 percent of the need, which I
understand to be about $20 billion. There are multi-billion dollar
backlogs existing.

Do we have an adequate estimate or a reasonable estimate of
what those needs are, and how do you plan to maintain this large
inventory of housing into the future if we're not meeting the ongo-
ing needs?

Secretary JACKSON. Senator Bond, | really believe that we do,
and | will give you the overview and I will have Paula come and
give you the depth.

As you know, when we created the Commission on Severely Dis-
tressed Public Housing back in the late 1980s, early 1990s, we said
that there were about 88,000 severely distressed public housing
units in this country. As of to date, we have demolished 150,000.
We've built back some 60 or 70,000.

Senator BonD. Thanks in large part to HOPE VI in some areas.

Secretary JAcksoN. No question. And you know you will not get
an argument with me about HOPE VI.

Senator BoND. Just because | set it up, | appreciate your willing-
ness to agree.

Secretary JACKSON. You won't get an argument.

But I will let Paula give you the details.

Senator MURRAY. Please. We're concerned about it.

Ms. BLUNT. Just to add to that, | would like to say that we're
still using the figures from the 1998 study that you were talking
about, and we are in the process of procuring services to do a new
capital needs study and that will be under contract by next month.
So we will have a real more current estimate of what those mod-
ernization needs are.

Senator BoND. Based on that previous estimate, what is the gen-
eral range of the needs and how much of that is funded in this
budget?
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Ms. BLUNT. I'm not sure. | guess we would have to get back to
you on that. I'm not sure of the exact dollar amount in terms of
those needs right now.

Senator BoND. That's what I'm very worried about. Frankly,
until OMB understands these needs are a critical investment, we're
going to see the stock decline and we're going to face even greater
costs in the future.

Secretary JACKSON. What we've done, Senator, is given the hous-
ing authorities permission to use their bond authority in many
cases, to use their reserves to make sure that they do the capital
replacement.

PUBLIC HOUSING OPERATING FUND

Senator BonD. That's a band aid. That's a band aid but it isn't
curing the underlying infection.

Let me turn to the Operating Fund. There is $4.3 billion in the
request. How much of these funds will be dedicated to ensure prop-
er training of asset-based management and how ready are the
PHAs to take it on? Is this something they have the ability to do?

Secretary JACksoN. | think so. As you know, Senator, even before
we moved to asset-based management, when | was in St. Louis and
Washington, DC and Dallas, | basically practiced asset manage-
ment. Those assets that were not viable we got rid of and only
managed those that were viable. That's all we're asking again for
the housing authorities around the country to do.

I think they have the ability to do that, and we will assess that
process.

Ms. BLUNT. If | could just add to that, as you mentioned the
technical assistance and training, we have $5.9 million that we're
suggesting for that. Just as early as yesterday, we sent out invita-
tions to the industry to come meet with us in order to talk about
what they feel the best use of that money is in terms of what kind
of technical assistance that the housing authorities need in this
transition to asset management. We're in the first stages of that,
as you know.

HOPE VI

Senator BonbD. | will have a bunch of questions on section 8 and
FHA, but I'm not going to pass up HOPE VI without asking you
how we can keep it alive, how we can facilitate development. Have
you considered new bonding authority, continued redevelopment
through an alternative program? How do we get rid of the dis-
tressed housing?

Secretary JACKSON. Senator, let me say this. Of the 270-so
grants that we have made on the HOPE VI, 75 have been com-
pleted to date since 1990. We have outstanding right now about
$1.4 billion. 1 would love to somehow recapture the money and
send it to cities that have performed well.

Senator Bonp. Well, 1 would agree——

Secretary JAcCksoN. | just think that——

Senator BoND [continuing]. But if they're not doing the job——

Secretary JACKSON. We have some cities with HOPE VI moneys
that are 10 years old that have not been spent. If we could just
capture those between 5 and 10, we could probably get $600 million
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out of this process or more. So | think that the money is there and
we should utilize it for those cities that are performing well.

Senator BonD. | believe we've tried to get that done, but your
staff has been resisting because it's a difficult choice. But we need
to continue to talk about that.

Secretary JAcksoN. I'll be happy to.

Senator Bonb. If you'll support it, maybe you can pass that word
down to some of the folks who work for you.

Secretary JacksoN. | will do that.

Senator BonD. Thank you very much, Mr. Secretary, Madam
Chairman.

Senator MURRAY. Senator Specter?

PHILADELPHIA, PA/UNIVERSAL COMMUNITY HOMES DISPUTE

Senator SPECTER. Thank you, Madam Chairman.

Mr. Secretary, did you call Mayor Street about the dispute that
Philadelphia Housing Authority was having with Universal Com-
munity Homebuilders?

Secretary JACKSON. Senator, | did speak to the Mayor, but not
about any dispute.

Senator SPECTER. What did you speak to the Mayor about?

Secretary JAcksoN. Just the completion of the HOPE VI project,
that's all.

Senator SPECTER. But you're saying that you did not talk to him
about the dispute PHA was having with Universal Community
Homes?

Secretary JACKSON. Senator, I've said to you that | spoke to him
about the completion of the project, that's all.

Senator SpPecTeER. Nothing about Universal's unhappiness with
having this piece of property not turned over to them?

Secretary JACKSON. Senator, I've just told you the truth.

Senator SPECTER. So you're saying that didn’'t enter into your
conversation at all with Mayor Street?

Secretary JACKSON. Senator, | have told you the truth and I
think that the person who spoke to him mostly was our staff mem-
ber, Dominic Bloom, who spoke to him.

Senator SpeECTER. Do you know what your staff member told
Mayor Street?

Secretary JACKSON. Just we were concerned about the completion
of the project.

Senator SPECTER. Anything about Universal Community Homes
being unhappy that the land wasn’'t turned over?

Secretary JACKSON. Senator, | have told you the truth, and I
think you and | have a relationship. I have not lied to you and I'm
not lying to you now.

Senator SpecTER. Did anyone from Universal contact you con-
cerning PHA's refusal to turn over that ground?

Secretary JAcksoN. If they did, | mean, | can't remember, | real-
ly can't. 1 don't think—I can’'t remember. | don't want to say no,
I just can’t remember.

Senator SPECTER. A possibility that they did?

Secretary JACKSON. | can’'t remember.

Senator SPECTER. Mr. Secretary, you have these e-mails, three e-
mails on January 12, 2007. The e-mails are “Would you like"—this
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is Mr. Cabrera: “Would you like me to make his life less happy,”
referring to Carl Greene. What reason would Mr. Cabrera have for
wanting to make Carl Greene’s life less happy?

Secretary JacksoN. | think you would have to ask Mr. Cabrera.

Senator SpecTeR. Well, | will.

When you saw these e-mails, albeit only 2 days ago, didn't they
arouse some concern or suspicion on your part that something was
amiss if they're out to make Carl Greene’s life unhappy?

Secretary JacksoN. | think if you look at what | said, what |
submitted to you last evening, Senator, it said | think it was made
out of frustration, and I made that very clear to you. | think that
you and | have had lots of discussion on this matter and we had
not come to a resolution, and | was working directly with you to
try to get a resolution. And | think that many of our staff people,
as | said, were operating on a very frustrated level.

Senator SPeECTER. Well, what were the frustrations if not retalia-
tion?

Secretary JACKsON. | can’'t answer that, sir. | just think that, as
I said to you before, we had been trying to work the accessibility
out, as in my memorandum to you; work it out, that's all we are
trying to do, to make sure that the civil rights of the disabled are
covered. That's all we're talking about.

Senator SpecTeER. Well, Mr. Secretary, you have these e-mails,
“Would you like me to make his life less happy? If so, how?” on
January 12. You have a response, “Take away all of his Federal
dollars,” on January 12. A response to that, “Let me look into that
possibility,” on January 12. Then on January 12 your Department
tells PHA that they might be in danger of losing a lot of money.

Isn’t that an extraordinary coincidence—

Secretary JACKSON. Senator——

Senator SPECTER [continuing]. If not causally connected?

Secretary JACKSON. Senator, as | stated to you earlier, 1 will
make every endeavor to answer the questions, but I don't know the
intricacies. That's why when I—it was not there to insult you.
That's why | said that if there were questions, please, if you can
tell me what they are | will go back and have the staff answer
those questions for you. I really don't know all of the intricacies.

As | said to you in the memo, | saw this as of Tuesday. Am I
concerned? Yes. But | don't know all the intricacies.

Senator SPECTER. You say you are concerned, yes, and what?

Secretary JAcksoN. | don't know all the intricacies of what oc-
curred. That's why I'm saying that's why I'd like to get back to you,
to find out what occurred, why it occurred, and have the staff an-
swer your questions.

Senator SpPecTER. Well, Mr. Secretary, | will pursue that with
you. But on this state of the record, the question is what were
these Assistant Secretaries doing? And when you have this ex-
change of e-mail about making his life unhappy and taking away
the funding and “I'll look into that,” and then the same day they
take action which now is amounting to a potential loss of $50 mil-
lion, that's just too much of a coincidence. It all happens on the
same day.

These aren't collateral frustrations or something else. This is si-
multaneous. That kind of timing is very, very forceful evidence that
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they're taking action to take away the money, making his life un-
happy, and they’re doing it for this reason.

Secretary JACKSON. Senator, again, as | stated to you earlier, |
will be happy to get back to you. As | stated in the memorandum
to you, | saw this for the first time on Tuesday, and I am making
every effort to get to the bottom of it.

When you sent me the letter—and | really appreciate it because
you did say “Al"'—that's why | responded so quickly, because |
thought that, to try to get to the bottom of it. I don’t know all the
answers at this point.

Senator SPecTeER. Well, Mr. Secretary—just another minute,
Madam Chairman—I will take you up on your offer. Then you're
willing to sit down with me and Mr. Cabrera and Ms. Kendrick and
get to the bottom——

Secretary JACKSON. Mr. Cabrera’s no longer with us.

Senator SpecTER. Well, 1 know he’s no longer with you. I will in-
vite him. Will you encourage him to come?

Secretary JACKSON. | have no problems at all.

Senator SPECTER. Thank you very much.

One addendum, what | would really like to do at the meeting is
to spend our time to see if we can’t solve the controversy. | would
a lot rather deal with the substance of this issue and get $50 mil-
lion for housing for the poor in Philadelphia than air a lot of laun-
dry.

Secretary JACKSON. Senator, we have been trying to resolve that.
I think the staff has been working very hard to resolve that. But
I would tell you this. I'll do whatever you ask because | have a
great deal of respect, but I don't think we can sit down and resolve
the problem when a lawsuit was brought against us. It would be
very difficult.

Senator SPECTER. No, no, you're not right about it. The case can
be settled. The parties can come together. The judge would be de-
lighted.

Thank you very much, Mr. Secretary. Thank you, Madam Chair-
man.

Senator MUrRAY. Thank you very much, Senator.

Senator Lautenberg.

PUBLIC HOUSING MAINTENANCE

Senator LAUTENBERG. Thank you very much, Madam Chairman.

Mr. Secretary, we're all upset, frustrated, if I may use your own
terminology, with what's happened in the funding needs for the
maintenance of public housing. What we see is technology gone
awry.

And despite the housing authorities’ alarm about public housing
in crisis, especially with rising utility and operational costs, despite
that, President Bush’'s budget falls $850 million short of what is
needed just for the maintenance needs of public housing. How can
these authorities provide decent affordable housing that thousands
of people depend on when they don’t have the money to make the
basic repairs? What should they do?

Secretary JACKsON. | think, Senator Lautenberg, that's a very
fair question. | believe that since we have demolished almost
150,000 units in this country since 1990, we believe that we still
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have enough capital funds, with the bonding authority, with the re-
serve, and, as Mrs. Blunt said a few minutes ago, with we're doing
the second portion of the study for the capital needs. If this study
comes out that there’s more capital needs, | will be the first to de-
fend that process and come before you.

Right now, | think we have enough capital needs, and if I'm
wrong I'll be the first to admit I'm wrong.

Senator LAUTENBERG. Why is that taking review now? Shouldn't
it have taken place before the budget was presented? Were you
consulted before you got your budget for the year?

Secretary JACKSON. We do this on a, | think it's about every 8
or 10 years we do the study. What is it?

Every 10 years, and this is the time for us to do it and so we're
doing it again.

Senator LAUTENBERG. Now, what happens every 10 years?

Secretary JACKSON. We do a study, Senator, to decide what the
capital needs are for all of the housing authorities, the 2,300 hous-
ing authorities around the country.

Senator LAUTENBERG. For a 10-year cycle?

Secretary JACKSON. Yes, for a 10-year cycle.

Senator LAUTENBERG. Anybody hear about inflation or growth in
population or any of those things?

Secretary JACKSON. Yes, Sir.

Senator LAUTENBERG. I'm not sure what a 10-year cycle does, a
10-year review does.

And this has been reviewed by my colleagues. Last April in front
of this committee you said to me that you hadn’'t touched one con-
tract, and that was after the IG, Inspector General, looked into al-
legations that you injected political favoritism into Government
contract awards. Now an investigation is taking place for asking a
housing authority official in New Orleans to provide a contract to
a friend. And there are new questions about your involvement in
a controversy involving a friend and the transfer of property in
Philadelphia. I think Senator Specter covered that.

How do you feel about those comments now?

Secretary JACKsSON. Senator, | will say that | think it is best,
with all the misinformation that has been put out right now, to
simply let the investigators do their job quickly and expeditiously
as possible. Therefore, | am going to let the investigators complete
their work before 1 make any public comment.

I am confident that when the dust settles and the investigators
finish their work, the allegations will be put to rest. But | would
like to just continue to try to do the work that I've done to provide
decent and affordable housing. That's really where | am.

Senator LAUTENBERG. Your statement, Mr. Secretary, doesn't
match with the budget that's being sent here now to us. We can’t
get the job done. We can't provide decent, affordable housing. You
say that you support it, but how can we do that without the funds
necessary?

Secretary JAacksoN. | really think, Senator, that the funds are
sufficient to carry out this responsibility. | guess I'm in a very
unique situation, having been the only HUD Secretary to run a
housing authority. | ran three housing authorities. And | truly be-
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lieve that the funds are sufficient, and that | have worked with the
people in the industry to make sure that the funds are.

You know, the question is can you always use more? The average
person will say yes, there’'s no question about it. But | think that
clearly sir, they have enough tools to work with to carry out and
prodluce safe, decent, sanitary housing for low and moderate-income
people.

Senator LAUTENBERG. You suggest—and I'll take just a moment
more, Madam Chairman, if I may. You suggest that there's a lot
of misinformation out there. You—I quoted you here. Are you say-
ing that these were—this was not your statement that you haven't
touched a contract, and this was after the Inspector General looked
into allegations? Is that the misinformation you're——

Secretary JACKSON. No, sir, that's not. When | said that to you,
I specifically said that—I think it's a quote—"l have not touched
a contract,” which means that | cannot originate a contract, | can-
not cancel a contract. Those are handled by the contract review
board and others in the agency. | will be happy, if you want to, to
show you the process that is used.

Senator LAUTENBERG. Well, | would hope, Mr. Secretary, you
knew what was coming at this hearing. You knew the questions
that were going to be asked. And to be able to defend what took
place at the same time insufficient funds to carry out a serious re-
sponsibility to provide safe and affordable housing is very dis-
appointing.

Thank you, Madam Chairman.

Secretary JACKSON. Thank you.

Senator MURRAY. Senator Allard.

SELLER FINANCING

Senator ALLARD. Thank you, Madam Chairman.

I want to follow up a little bit on what Madam Chairman had
asked you about, seller finance. | think it's important that we draw
a distinction between seller financed down payment and what
would be referred to as legitimate gift down payment assistance,
which creates real equity, the latter creating real equity in the
home. Can you say a few words on the beneficial forms of down
payment assistance? And then I'd like to have you comment a little
bit about the American Dream Down Payment Act that we both
worked on.

Secretary JACKSON. Surely. I'd like Brian to do that for you if it's
okay with you, Senator.

Senator ALLARD. Yes.

Mr. MONTGOMERY. Yes, sir. Brian Montgomery, the FHA Com-
missioner.

Sir, are you talking about the volatility of the seller-funded,
or—

Senator ALLARD. Well, there are two down payment assistance
categories. There's the seller finance, where you have your prob-
lems, and then there’'s what we call sort of gift down payment as-
sistance——

Mr. MONTGOMERY. Yes, Sir.

Senator ALLARD [continuing]. Which is the kind of assistance
that's promoted by the American Dream Down Payment Act. |
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think that it's important that the committee understand the dif-
ference between those two types of down payment assistance.

Mr. MONTGOMERY. Yes, sir. Thank you. There are several groups
of borrowers that use FHA. There are those families that tend to
save the money themselves, sock it away; when they have enough
money for a down payment they apply for an FHA loan. There are
others who use the seller-funded down payment assistance, which
I think we've addressed that issue. And then there are those that
use assistance from units of local government, State and local hous-
ing finance agencies.

It's no surprise that the lowest claim rates are those that save
their own money and then purchase a home. Those that use assist-
ance from local housing finance agencies and others; the claim rate
is about one and one-half times larger than it is for those who use
their own funds. But it jumps up to two and one-half, almost three
times more likely to go to claim, when families use the seller-fund-
ed down payment assistance.

Senator ALLARD. Okay. On the American Dream Down Payment
Act, what are you proposing for that program in your budget?

Mr. MoNTGOMERY. That is under a different office in HUD, sir,
but I believe its $25 million.

ADDI

Mr. BREGON. Good morning, sir. My name is Nelson Bregon. I'm
the General Deputy Assistant Secretary in the Office of Community
Planning and Development. We administer the American Dream
Down Payment Initiative under the HOME program.

For that program, originally the administration had requested
$200 million. It has been funded at $50 million. Now, for 2008 we
received $10 million in funding for that program. That money is
distributed by formula. It goes to participating jurisdictions. There
are about 600 of them, and those participating jurisdictions use the
moneys as down payment assistance for low income residents.

Senator ALLARD. | see.

Mr. BREGON. Of that portfolio, I think about 12 percent are FHA-
guaranteed. Then Mr. Montgomery has the numbers as to the de-
fault rate on the ADDI program is similar to the regular portfolio
of the FHA.

Senator ALLARD. | see, okay. Thank you.

Secretary JACKSON. Thank you.

RESPA

Senator ALLARD. | want to move to RESPA if | might.

Secretary JACKSON. Yes, Sir.

Senator ALLARD. | understand that the proposal that you're
working on now is close to 270 pages—I guess this is a rumor on
the street—and that the good faith estimate, which was previously
proposed would be one page long, is now somewhere around four
pages, another rumor on the street.

Further, a new form of comparing GFE and HUD is apparently
being introduced and real estate closings will now have to have a
script read explaining aloud loan terms and fees.
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It doesn’t sound like simplification to me. | know that's what one
of your goals was. And | wondered if you might explain those ru-
mors.

Secretary JacksoN. Well, let me say this, Senator. It is sim-
plification, but I will let Commissioner Brian go into depth with it.

Senator ALLARD. Okay.

Mr. MoNTGOMERY. Thank you, sir. The 278-page preamble will
be published tomorrow in the Federal Register. However, today it
is available for public viewing at the offices of the Federal Register,
so | can discuss it in some instance.

While the preamble is long, we are updating a 34-year-old stat-
ute, the Real Estate Settlement Procedures Act. We think that it's
implicit from what we've seen the last several years, that there’s
better disclosure to the borrower, there's greater certainty of costs,
so we avoid the sticker shock between the good faith estimate
today and what ends up on the HUD-1 statement. You can talk to
some of the consumer groups, as I'm sure you have, and they will
share multiple instances of families who witnessed and experienced
that sticker shock first-hand.

So our guiding principle is that we wanted to develop a good
faith estimate, a standardized form that takes some of the best of
what other organizations have proposed, from what we've seen in
best practices, and make it a document that not only fully articu-
lates to the borrower what they're getting into, but also provides
them a document that they can now do what very few borrowers
do, and that is shop for the best deal that they can get.

Senator ALLARD. Was the process simplified?

Mr. MONTGOMERY. Yes, sir, absolutely. And I want to say——

Senator ALLARD. Less paperwork, so when you're closing, instead
of it being this, it's more like this?

Mr. MoNTGOMERY. We are doing our best to do that, sir. It may
shorten by a quarter of an inch. | can’'t promise you much more
than that. But | will say this: We've conducted extensive consumer
testing and the consumers have been telling us that they like the
standardized form. They like the fact—none of us—very few of us
have degrees in finance, and when you see terms in a closing docu-
ment, we've all experienced that process in our life and 1 don’t
think any of us when we leave that closing table feel 100 percent
good about what we've just done. Now, the euphoria of owning your
home may overtake that. But you put your best faith into the sys-
tem.

We are trying to get to the heart, where consumers leave that
settlement table where they've had it explained to them and they
say, you know, | feel good about what I've just done. The closing
script that would be read along with the HUD-1 statement is the
single most item that consumers told us they like the most, be-
cause now it's being explained to them in plain, simple English
what they were doing.

Senator ALLARD. Thank you, Madam Chairman.

HUD OVERSIGHT

Senator MURRAY. Thank you, Senator.
Mr. Secretary, obviously there are a number of issues in front of
this committee regarding the budget that are extremely important.
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However, as | said in my opening statement, this subcommittee
has a tremendously important oversight role for every dollar appro-
priated by it. And as you have heard, your agency is operating
under a cloud right now. I know, as | said in my statement, you're
tired of the allegations, we're tired of them. | think it's important
that we clean up some of that and want you to answer a series of
questions that | have as openly and as honestly as you can. Our
committee has the responsibility for taxpayer dollars and |1 would
like you to answer in the spirit of that.

Mr. Secretary, you did testify before us last year that you have
never involved yourself in any contracts with HUD. You said: “I
have not touched one contract, not one.” I would like you to address
the allegations regarding your involvement in the hiring of William
Harrison to serve as a construction manager at the Housing Au-
thority of New Orleans. Since 2002 your agency does run that au-
thority in receivership.

Mr. Harrison reportedly is a personal friend of yours and re-
ceived between $400,000 and $500,000 through a no-bid contract
for 18 months of work. That's a good bit more money than you
make as the Nation’s top housing official. Mr. Harrison has told the
press that he believes he was hired for this position because of your
involvement.

It's alleged that you personally involved yourself in seeing to it
that Mr. Harrison was paid on a timely basis. Finally, it has been
alleged that members of your senior staff slapped the wrist of cer-
tain officials at the Housing Authority of New Orleans that ques-
tioned the hiring of Mr. Harrison.

Mr. Secretary, did you personally recommend Mr. Harrison to be
employed by the Housing Authority of New Orleans, as he asserts?

Secretary JACKSON. Chairwoman, | think it is best, with all the
misinformation being put out there right now, to simply let the in-
vestigators do their job quickly and expeditiously as possible.
Therefore——

Senator MURRAY. You have an opportunity to——

Secretary JACKSON. Therefore——

Senator MURRAY. You have an opportunity to set the record
straight here and I'm asking you a direct question.

Secretary JACksoN. Therefore, I'm going to let the investigators
complete their work before I make any public comment.

Senator Murray. Well, it is alleged that you personally called
one of your employees, Mr. Donald Babers, to complain that Mr.
Harrison was not getting paid in a timely way by the Housing Au-
thority of New Orleans. He is your appointee on the HANO board
of directors. Have you personally complained to Mr. Babers, to any
HUD contractor, or to any other individual currently or formerly
employed by HUD regarding whether Mr. Harrison was getting
paid or the pace at which he was getting paid?

Secretary JACKSON. Again, chairlady, I think it is best, with all
the misinformation that is being put out there right now, to simply
let the investigators do their job quickly and expeditiously as pos-
sible.

Senator MURRAY. Mr. Secretary, you have an opportunity before
this committee that has oversight of your agency and the tax dol-
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lars that we appropriate, to clean this up, and | would ask you to
answer honestly if you could for us this morning.

Secretary JACKSON. Therefore, I'm going to let the investigators
complete their work before I make any public comment.

Senator MuUrRrAY. Well, did you ever discuss with Mr. Thorson
any HUD contractor or any other individual currently or formerly
employed by HUD the matter pertaining to Mr. Harrison’s contract
and whether or not it should be signed?

Secretary JACKSON. | think it is best to let the investigators com-
plete their work, and 1 will say again that | think it is important
that they complete that work and | will let them do that before |
make any public comment.

Senator MURRAY. So it is clear you'll not answer any questions
about New Orleans. Let me ask you about the Housing Authority
of the Virgin Islands. It's had a very troubled history and it's also
operated by your agency in receivership. It's alleged that you per-
sonally advocated the hiring of a friend of yours, Mr. Michael Hol-
lis, by a company called Smith Real Estate Services, which was a
HUD contractor on the Virgin Islands. Mr. Hollis reportedly had no
experience in public housing, but a short time following his employ-
ment as the HUD contractor Mr. Hollis was hired directly by HUD
to be executive director of the Virgin Islands Housing Authority, at
a compensation level that is reported to have exceeded a million
dollars.

Mr. Secretary, did you ever have a conversation with any HUD
contractor or any individual currently or formerly employed at
HUD regarding the merits of hiring Mr. Hollis for either the posi-
tion at Smith Real Estate Services or the position with the Virgin
Islands Housing Authority?

Secretary JACKSON. Again, chairlady, | think it's best, with all
the misinformation that's being put out there right now, to simply
let the investigators do their job as quickly and expeditiously as
possible. Therefore, I'm going to let the investigators complete their
work before | make any public comment.

Senator MURRAY. Did you have any conversations with your As-
sistant Secretary, Orlando Cabrera, or anyone else currently or for-
merly employed, or any HUD contractor, regarding the compensa-
tion level that Mr. Hollis would receive?

Secretary JACKSON. | think it is best, with all the misinformation
being put out there right now, to simply let the investigators do
their job——

Senator MURRAY. You won't comment on any conversations re-
garding Mr. Hollis’s contract?

Secretary JAcksoN [continuing]. Investigators do their job as
quickly and expeditiously as possible. Therefore I'm not going to
comment, any public comment, until they finish their work.

Senator MURRAY. Well, Mr. Secretary, as you can imagine, it's
very difficult for this subcommittee. We have responsibility to take
care of our responsibility of oversight. You control an agency that
spends millions of taxpayer dollars. Your agency’'s operating under
a cloud at this point. | think that it is imperative that you clear
up these questions as quickly as possible so that we can continue
to serve our taxpayers, and | hope that by submitting these to the
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record that you will reconsider and answer the questions to the
committee.

Secretary JACKSON. Thank you very much, chairlady.

Senator MURRAY. Thank you, Mr. Secretary.

Senator Bond?

Senator BoND. Madam Chairman, | would only say that with an
ongoing investigation, we sought to get information from the IG
about it. They told us this was an ongoing investigation and they
would not comment with it. When there is an ongoing investiga-
tion, | would have to say that if potentially serious charges may
come out of it, was | representing someone in Secretary Jackson’s
position | would have to tell him, instruct him not to answer ques-
tions, to allow the investigation to be finished.

Having said that, we will be, obviously, following very closely the
results of that investigation and what comes out. When that inves-
tigation closes, then, if appropriate, |1 think once that is resolved
then we should have answers to all of these questions. But given
the circumstances, I, as an attorney who's represented some people
who were in trouble, I'd have to tell you that | would have a strong
edict not to get out ahead of it.

Now——

Senator MURRAY. Senator, | totally understand your statement.
However, the IG has not told this committee that we can't conduct
our oversight.

SECTION 8

Senator BonD. Oh, no question about it, we can conduct our over-
sight. But all | said was the IG, when we asked about it, the IG
said it's an ongoing investigation. The IG’s office would not tell us
about this investigation. We have oversight responsibilities and |
have a whole bunch of serious questions that go, not to these par-
ticular allegations.

For example, 1 am concerned about section 8. With $14.3 billion
budgeted, what percent of the authorized vouchers will this amount
pay for? And how many section 8 funds are available, but are un-
used because of the caps in place? If you could prepare us a map
showing where there has been more money made available above
the caps, that we can work with you to figure out how to help you
allocate those funds to make sure in a shortfall of section 8 funds
that they go where they are most needed?

What's the situation with the caps, where some PHAs have more
money available than the caps?

Secretary JAcksoN. | will let Milan Ozdinec, who controls the
program, Senator, discuss that with you.

Mr. OzpbiNeEc. Good afternoon, Senator. How are you? It's an
honor to be here.

As you may know, there is about $2.2 billion today sitting in ac-
counts called net restricted assets. These are funds that were pre-
viously appropriated by this body as well as the House to provide
housing authorities with HAP payments as well as administrative
fees. Of that $2.2 billion, approximately $800 million of that are
funds that are above the caps, that is funds that housing authori-
ties may not use because they're at their authorized amounts of
units.
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We, as you may know, have advocated for the past 3 years to
having the caps removed and to allow housing authorities that, for
example, had done all the right things, reduced payment stand-
ards, improved their utility allowances, provided minimum rents,
to reduce their costs so that they could serve more families.

As you may also know, in last year’'s budget, in 2008, the Con-
gress instructed the Department to offset the appropriation by
$723 million of that unusable cap money. So housing authorities
that had been at their caps and have money in their net restricted
assets we will in fact offset in 2008.

FHA SECURE

Senator BonD. Well, it would be nice to be able to let the PHAS
have all the section 8 money they need. But given the budget we've
been presented, there is such a squeeze that we may not have that
luxury. It would be great to have the well-performing PHAs re-
warded, but the shortfalls we have are serious.

Let me turn very quickly, Mr. Secretary, to the FHA, and you
may want to call up the FHA Commissioner. Number one, | as-
sume you'll be refinancing mortgages at their current value only.
What steps are you going to take to assure the appraisals are accu-
rate? Do you have the staff and expertise for FHA to ensure that
this program runs efficiency?

This is a big concern.

Mr. MoNTGOMERY. Absolutely, Senator, and we share in that
concern. With the FHA Secure product, again these are conven-
tional FHA refinances we're talking about here. Probably 95, 97
percent of those are subprime, subprime ARMs. We are very aware
of the declining housing markets in this country. Therefore we re-
quire a new appraisal prior to the transaction occurring to ensure
that we have the best snapshot in time of what that home is worth.

Moreover, in markets that are weak, that are called declining
markets, severely declining markets, we require two appraisals,
two appraisals, to make sure again that some of what you see is
happening in the subprime market does not occur in FHA.

Senator BonD. Thank you, Madam Chairman.

ADMINISTRATIVE AND JUDICIAL RECEIVERSHIPS

Senator MURRAY. Mr. Secretary, the President’s budget includes
$10 million to fund administrative and judicial receiverships. HUD
currently has six public housing agencies under administrative re-
ceivership, in other words under your control, complete control. The
Department often uses these funds to contract with outside vendors
that, according to your budget justification, have the specialized
knowledge and expertise needed to address specific deficiencies in
housing authority performance.

Can you give me examples of the types of contractors you're look-
ing for to assist a public housing authority under receivership?

Secretary JACKSON. Ms. Blunt will answer that for you.

Ms. BLUNT. I'm sorry, the last time | did not identify myself. I'm
Paula Blunt, the General Deputy Assistant Secretary for Public
and Indian Housing.

When we go into, when we take over a housing authority that
goes into receivership, we usually do an assessment to see where
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the needs are. Many times they vary from housing authority to
housing authority. The financial-related matters is a big one, so
usually many times we may have a contractor come in that can
provide financial assistance. Section 8 is one. Many times if the
housing authority is having severe problems with their section 8
program, we may bring someone in there to help with that.

But when we bring the contractors in, not only do they help to
fix the problem, but they train the staff also so that they can even-
tually have those skills, be able to do that, so we can return the
housing authority to local control.

Senator MuURRAY. Okay. Mr. Secretary, when you hire those con-
tractors do you set specific performance measures or milestones,
and how do you establish the value for the services that they pro-
vide?

Secretary JACksoN. That is done out of Public and Indian Hous-
ing.

Ms. BLUNT. Yes, we do establish standards——

Senator MURRAY. But it is under your control, correct, Mr. Sec-
retary?

Secretary JacksoN. All of HUD is under my control.

Senator MURRrRAY. Right. So can you tell us how those specific
milestones are met?

Secretary JacksoNn. | think that Ms. Blunt can tell you, because
they're the persons who carry out the program.

Ms. BLUNT. Yes. They are—when the contract is set, there are
specific standards, milestones that must be met. They are part of
the contract, and they will vary according to what the needs of that
housing authority and the expertise that we need.

Senator MurRrAY. What safeguards do you have in place so that
those contractors actually have the experience?

Ms. BLUNT. We do a review. We go through our Office of Procure-
ment and Contracts, which has review of the experience. There are
panels that review the applications that come in and the panels ac-
tually make those decisions and they are forwarded for signature,
approval.

Senator MURRAY. So they are required to have experience within
the work frame of——

Ms. BLUNT. Yes.

Senator MURRAY [continuing]. What you're contracting them for?

Ms. BLUNT. Definitely.

Senator MuUrRrAY. Did you do that for the Virgin Islands?

Ms. BLUNT. We do that for all of our contracts.

Senator MuURRAY. Did you do it for the Virgin Islands?

Ms. BrLunT. | specifically didn't, but yes, they are done for all
contracts. There's an established process in the Department
through our Office of Procurement and Contracts where there are
certain things that have to be met. If you could look, think of it
in terms of a job application. When someone applies for a job, there
are certain things, criteria——

Senator MURRAY. Did your Department do that for the Virgin Is-
lands?

Ms. BLUNT. Yes, we did.

Senator MURRAY. Mr. Secretary, you have PHAs that have been
under HUD's control for years and years, a few of them for over
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a decade. If a PHA has been under HUD's control for several years,
what would be the rationale for an emergency-based non-competi-
tive sole source contract?

Secretary JacksoNn. | think you'll have to ask, have to ask the
entity that gave the contract.

Ms. BLUNT. Many times we may run—from time to time we run
into a situation like that, and it could be the emergency situation.
Without calling names, we have a situation that recently came
about where there was no staff left at a housing authority to per-
form the functions and it was necessary to get someone in there
right away to take care of the needs of those residents and that
housing authority. So in that case you don't have the time to go
out for the long, lengthy contract process in terms of bringing in
competitive bids or whatever. We take them off one of the lists that
we have and give them, award the contract to someone that has
the expertise.

Senator MURRAY. And was that the case in the Virgin Islands as
well?

Ms. BLUNT. I'm sorry?

Senator MURRAY. Was that the case in the Virgin Islands as
well?

Ms. BLUNT. I'm not definitely sure. 1 would have to check on
that. | think it was a sole source contract, so that probably is. If
it was that kind of contract, that is what would have happened.

MIAMI-DADE HOUSING AGENCY

Senator MuURrAY. The Miami-Dade Housing Agency, Mr. Sec-
retary, has recently come under your control and we're seeing news
reports related to the mismanagement and wide scale potential
fraud of HUD funds. Can you tell us HUD’s actions to date with
Miami, including what HUD staff you've placed on the ground and
who you've contracted with to assist in this effort?

Secretary JACKSON. | can't tell you that. I'm sure Ms. Blunt can.

Ms. BLUNT. Yes. We've been working with the local government
there in Miami-Dade and others to take care of the situation. That
happened to be one of the ones | was referring to where the staff
had been pulled from the housing authority and we had to do an
emergency contract to get someone in there that could take care of
those needs. We're still in the process of doing the things that need
to be done to bring everything together, but we do have a contract
there, a contractor there. We have HUD staff there. We have a
HUD person there working diligently on a day to day basis to do
what needs to be done to work with that housing authority.

Senator MURRAY. Senator Bond.

HOMELESS FACILITIES

Senator BonD. Thank you, Madam Chairman.

I have just three questions that | want to wind up my formal
guestions, the rest for the record. | mentioned, Mr. Secretary, the
problem we were having with the underutilized and unutilized pub-
lic lands and buildings for the homeless. I'd be interested to know
what criteria you have for making these, this housing available to
the homeless or rejecting it. Do you have standards about putting
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homeless shelters next to schools, and how many people on your
staff are responsible for implementing this program?

Mr. BREGON. Good afternoon, sir.

Senator BoND. Good afternoon. It has not quite turned into after-
noon. We've been at this, but it's getting there.

Mr. BREGON. It seems like a long time.

Sir, the Department of Housing and Urban Development under
the McKinney-Vento Act, is responsible for looking at, under the
BRAC program, any military bases, any military properties that
are surplus properties, or any other Federal land that becomes
available.

What we do first is we publish a list in the Federal Register, a
notice that indicates to the public which sites are available.

Senator BonD. Do you make any judgment about whether those
sites would be suitable before you publish the list?

Mr. BREGON. We do not. We just publish the list and then we re-
quest proposals. Usually the local communities create a local rede-
velopment authority and those agencies are the ones that submit
proposals to us saying, that land, we would like to use it for a park,
we would like to use it for a public facility.

In that process, the homeless providers also have an opportunity
to look at that facility. What we do is we look at the need of the
homeless in that particular area and make a determination wheth-
er in fact there is a homeless need.

Senator BonD. Well, one of the things in the instances | cited,
this was something that the local authorities were very dead set
against, and they pointed out the lack of continuum of care.

How many people are implementing that program?

Mr. BREGON. That is serviced out of our Special Needs Office. We
have one individual that looks at the plans and they look at the
data that we have available to determine what are the housing
needs for that jurisdiction.

Senator BonD. Do they look at whether that is an appropriate se-
lection, site for homeless?

Mr. BReEGON. What they do is they work with the local redevelop-
ment authority and say, there is a housing need and perhaps you
can negotiate with that group.

Secretary JACKSON. Let me say this, Nelson. | see what the Sen-
ator is getting to.

Senator, let me go back and see how we can——

Senator Bonb. | think on this one there’s a little disconnect be-
tween what I'm hearing and what we saw.

Secretary JACKSON. | understand. | remember the incident that
was in the papers.

HECMS

Senator BoND. There are several incidents now. The incidents
are multiplying.

Let me jump to HECMs. | understand Australia is a year ahead
of us. They've addressed a number of predatory lending issues.
What are the key issues facing HECMs? HECM fees are high. It
seems to be perhaps unduly lucrative. Has HUD taken any steps
to reduce the cost of HECMs?

Mr. MONTGOMERY. Brian Montgomery again, sir.
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We've been working diligently with AARP, with the National Re-
verse Mortgage Lenders Association, | daresay refereeing in some
cases those discussions about how we can bring down the origina-
tion costs for reverse mortgages. While this product has been
around 20 years and it has seen its growth rise dramatically of
late, it is still a niche product by and large. That may change in
5, 10, 15 years. So they are certainly more time-consuming than a
forward mortgage product.

I think there are some legislative remedies. We just want to be
mindful, though, that lenders—if you do low origination costs, we
don’'t want to make sure they try to make it up somewhere else.
So those discussions continue, and | think we are in agreement
that we need to bring those origination fees down.

Senator BoND. Do you need legislation? Do you have legislative
recommendations, or do you have recommendations against legisla-
tion that's being considered? Should we act? What should we not
do?

Mr. MoNTGOMERY. | just think we need to be mindful of the tee-
ter-totter effect, that if we lower the origination cost lender, as they
do, and that's the way business is, that they’ll drive up costs some-
where else.

But | do agree going forward as this product continues to grow
in popularity, this issue needs to be addressed, as it is now. But
I would like to share later on some requests and some suggestions
with this committee and how we could do that.

Senator BonND. | would hope you will. My cohort is—the folks
who are still alive at my reunions are all becoming more and more
interested in HECMs, and | wanted to make sure my classmates
are well served.

Thank you very much.

Mr. MoNTGOMERY. Thank you, sir.

Senator BoND. Mr. Secretary.

Secretary JACKSON. Thank you.

HUD OVERSIGHT

Senator Murray. We all share that concern, Senator Bond.
Thank you.

Mr. Secretary, | do want to go back because again | do believe
this committee has oversight. |1 do have a question | want to ask
you regarding Philadelphia. You did answer Senator Specter’s
question. It has been alleged that you personally intervened on sev-
eral levels to try to get a certain parcel of land that's been con-
trolled by the Philadelphia Housing Authority to be sold to Mr.
Kenny Gamble, an acquaintance of yours. It's alleged you not only
instructed your regional staff to look into the matter, but you per-
sonally called Mayor Street of Philadelphia to encourage him to
force the Philadelphia Housing Authority to sell that parcel to Mr.
Gamble.

I want to ask you a separate question: What conversations have
you had with any HUD contractors or any individuals currently or
formerly employed at HUD regarding Mr. Gamble’s issues with the
Philadelphia Housing Authority and whether or not this parcel of
land should be sold to Mr. Gamble?
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Secretary JACKsoN. You know, chairlady, | think it's best, with
all this misinformation that's being put out right now, to simply let
the investigators do their job as quickly and expeditiously as pos-
sible.

Senator MuURRrAY. | think I've heard that response, Mr. Secretary.

Secretary JACKsoN. Therefore—therefore, | am——

Senator MURRAY. But | have to tell you, it is very frustrating to
me that you sat here and answered Secretary Specter’s question re-
garding the phone call forthrightly and honestly. | have given you
the opportunity to do that now on a number of questions as well.
Yet you refuse to answer me on those questions. It's very frus-
trating when you did answer Senator Specter.

Secretary JAcksoN. | think it is—I think it is very frustrating to
me. There's an ongoing investigation.

Senator MURRAY. Yet you answered Senator Specter's question.

Secretary JAcksoN. And | think that we should simply let them
do their job, and once that's done——

Senator MURRAY. But this committee does have a responsibility
of oversight. We are responsible for doing that. It's frustrating to
hear no responses.

Secretary JAcCksoN. And | respect you, chairlady, but | don't
think I can answer.

Senator MURRAY. Thank you, Mr. Secretary.

ADDITIONAL SUBMITTED STATEMENTS

The following statements from the National Association of Hous-
ing and Redevelopment Officials and Hector Pinero before the Com-
mittee on Banking, Housing, and Urban Affairs have been sub-
mitted for inclusion in the record.

[The statements follow:]

PREPARED STATEMENT OF THE NATIONAL ASSOCIATION OF HOUSING AND
REDEVELOPMENT OFFICIALS

Thank you for holding an oversight hearing on HUD's fiscal year 2009 budget.
The 23,000 members of the National Association of Housing and Redevelopment Of-
ficials (NAHRO) look forward to working with you and the committee to ensure that
our Nation’s housing and community development needs are adequately addressed
as part of the fiscal year 2009 budget and appropriations process.

Following a detailed review of the administration’s 2009 budget presentation, we
believe the request not only calls into question the underlying justification for crit-
ical program funding cuts in fiscal year 2009, but also raises a more fundamental
question regarding the administration’s plans to address well-documented and long-
deferred housing and community development needs. A full listing of NAHRO's
funding recommendations to help address current needs is attached to this letter.
We have also attached several charts demonstrating the impact of the president’s
budget on HUD programs. We hope you find this information to be helpful.

Housing has taken center stage of late as many families face foreclosure resulting
from questionable, sub-prime lending practices. As the “first responders” to local
housing needs, local housing agencies have already been called upon to assist fami-
lies caught up in this crisis. Community development agencies are already searching
for ways to help devastated neighborhoods to recover. Our members stand ready to
continue to assist families and communities in need. Going forward, we welcome the
opportunity to work with the committee to design and later implement pragmatic
responses to this crisis.

However, as the committee is also well aware, the Nation’s housing and commu-
nity development needs are much larger than the mortgage crisis we now face. Con-
sider the fact that nearly 14 million American families face severe housing needs,
paying over 50 percent of their incomes toward housing costs or living in sub-
standard housing. In communities nationwide, families face daunting waits for
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scarce rental housing assistance. In fact, on any given night, nearly 750,000 people,
many of them children, are homeless.

In short, NAHRO believes that the administration’s 2009 budget request, if adopt-
ed, would continue a pattern of large scale disinvestment in our Nation's irreplace-
able inventory of affordable housing and would undermine efforts to sustain vibrant
communities by cutting or eliminating programs to revitalize our Nation's commu-
nity infrastructure.

In recent years, we have made the committee aware of our questions and concerns
regarding significant funding reductions contemplated in affordable housing and
community development programs. These questions are raised once again by the
President’s fiscal year 2009 proposal. Going forward, we believe the larger question
before the Congress is: what resources are necessary to sustain current levels of as-
sistance to families and communities, and how as a Nation do we begin to make
progress toward addressing unmet needs? For example, how will we preserve 1.1
million units of public housing, renew all vouchers, maintain vital community and
economic development services, and address the millions waiting for some form of
assistance to secure decent housing? These are the questions your committee, along
with your colleagues on the Budget and Appropriations Committees in both houses,
must, in our opinion, resolve to address.

Among the more striking examples found in this budget which we believe to be
emblematic of the challenges and concerns noted above is the administration’s re-
quest for basic public housing operations. The Department’'s own budget justification
states that $5.3 billion is necessary to subsidize the 1.1 million families living in
public housing, yet its budget request inexplicably asks for just $4.3 billion. We be-
lieve that the rationale for this and other contradictions in the budget request is
best explained by the administration and we hope that more will be learned during
your hearing. It is safe to say, however, that the fiscal year 2009 budget request,
which would fund local agencies’ public housing operations at just 81 percent of
need, would constrain local agencies’ ability to administer public housing in a re-
sponsible way and, as a result, underserve those most in need. In sum, we believe
this budget denies residents the quality of life in public housing that they deserve.

There are several additional recommendations in this budget request that merit
reversal. For example:

—Disinvestment in Public Housing Infrastructure.—The budget proposes $2.024
billion for the Capital Fund, a $415 million (17 percent) decrease compared with
the amount provided by Congress for fiscal year 2008 ($2.438 billion). This rec-
ommendation has been put forward for the second year in a row despite the fact
that the HUD’s own estimates of long term deferred maintenance are between
$18 and $20 billion.

—No Disaster Planning for Public Housing.—Within the Capital Fund account,
the budget does not request funding for public housing disaster relief. The budg-
et narrative states that “FEMA disaster assistance is available for any needs
that are not covered by the required property insurance.” Despite HUD's asser-
tion, however, disaster assistance from FEMA for PHAs has not been forth-
coming in recent years. Differing HUD and FEMA interpretations of the agen-
cies’ Memorandum of Understanding (MOU) have meant that neither agency
has stepped in to provide the funding necessary in a major disaster, save HUD's
limited allocation of emergency capital funds.

—HOPE VI Eliminated.—The President’s budget proposes, once again, to zero out
funding for the HOPE VI program. Instead, the administration intends to spend
out the “remaining balance” in the program, which amounts to more than “$1.4
billion as of the end of 2006.” Except for unawarded grants from fiscal years
2007 and 2008, however, this $1.4 billion is already committed to previously
awarded grants. It is not available for new projects and awards as the adminis-
tration seems to imply.

—Deep Reductions in CDBG Formula Grants.—The President’s fiscal year 2009
proposal would fund Community Development Block Grant formula grants at
$2.934 billion, a $659 million (18 percent) cut. This proposed cut is actually
$865 million (24 percent) if one considers the administration’s unrealistic pro-
posal to offset fiscal year 2009 funding by rescinding $206 million in prior-year,
special-purpose grants. Amounts available to local communities would be fur-
ther reduced if Congress adopted the administration’s proposal to set-aside $200
million of the remaining CDBG funding to support competitive “challenge
grants” for communities pursuing targeted neighborhood revitalization.

—Elimination of Economic Development Programs.—The budget proposes to elimi-
nate the section 108 Community Development Loan Guarantee program, the
Brownfields Economic Development Initiative (BEDI), and the Rural Housing
and Economic Development (RHED) program, arguing that “these programs are
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duplicative” and that “their activities are eligible to be funded by CDBG and
other Federal programs.” Because they are valuable components of the Federal
community and economic development toolkit and should remain available to
States and localities, NAHRO has consistently called upon Congress to fully
fund HUD’s economic development programs. The section 108 program, for ex-
ample, allows an entitlement community to borrow up to five times the amount
of its most recent CDBG formula allocation in order to finance large-scale phys-
ical improvement projects. HUD’s own Office of Community Planning and De-
velopment, during a recent briefing for public interest groups, suggested that
the section 108 program could be valuable to communities as a “source of fund-
ing to address problems created by the sub prime crisis” noted above. All three
programs received funding under the Fiscal Year 2008 Omnibus Appropriations
Act.

—Insufficient Housing Voucher Assistance.—HUD’s budget assumes $14.161 bil-
lion in fiscal year 2009 appropriated funds for rental housing assistance voucher
renewals, to be augmented by $600 million in agencies’ net restricted assets, for
a total of $14.8 billion. NAHRO's preliminary estimate is that $15.4 billion will
be needed to support the voucher program in fiscal year 2009. When compared
with PHAS' voucher expenditures in calendar year 2008, HUD’s budget request
would leave the program significantly under funded at levels insufficient to
cover inflation, let alone the renewal of approximately 14,000 incremental
vouchers appropriated in fiscal year 2008.

—Underfunding Effective Administration of the Voucher Program.—HUD's budget
request includes $1.4 billion for Housing Choice Voucher administrative fees, in-
cluding $1.34 billion for ongoing fees of existing vouchers and up to $40 million
for PHAs that need additional funding to administer new vouchers in fiscal year
2009. The nominal increases in these accounts, however, will be insufficient to
fully pay for needs for both ongoing and new vouchers, leading to likely down-
ward prorations of administrative fees. Without sufficient funding for adminis-
tration, local agencies will not be able to maximize the efficiency of available
rental assistance dollars, will not be able to maintain program integrity, and
will not be able to provide families with the services and support necessary to
find appropriate housing.

—Short-funding Project-Based Section 8 Contracts.—HUD's budget would provide
$7 billion for the section 8 project-based multi-family housing program for fiscal
year 2009, representing a $682 million increase (10.8 percent). In addition to
the $7 billion, the budget proposes a $400 million advance appropriation, which
would become available on Oct. 1, 2009, to bridge renewal funding into fiscal
year 2010. Recent HUD estimates of the amount needed to fully fund renewals
for the full 12 months of the contract term rather increments through Sep-
tember 30, 2009, have cited the need as $8.1 billion. NAHRO is concerned that
the short-funding of contracts as proposed by the Department may increase
owner uncertainty and hasten the loss of affordable housing.

Taken together, the budget request provides no assurance that well-documented
housing and community development concerns will be resolved in fiscal year 2009.
This, in our opinion, places our invaluable affordable housing infrastructure at risk
and thwarts our ability to undertake necessary revitalization of our neighborhoods
and communities. Some will contend that larger, unrelated budget pressures nec-
essarily limit funding for these accounts. However, those familiar with the Nation's
housing and community development assets fear that we will pay an even greater
price for years of disinvestment in this infrastructure if we fail to recognize the eco-
nomic downside of our inaction and continue to underfund these accounts.

Our public housing stock represents a 70-year commitment to provide decent,
safe, and affordable housing in this country. Local housing agencies, with few excep-
tions, preserve this inventory in a responsible and cost-effective manner. However,
this is an older inventory that, like any other form of real estate, will deteriorate
if its needs are unmet. The longer these needs are unaddressed, the more the cost
of repairing the infrastructure grows. If let go too long, the price tag to sustain this
inventory will become too great a burden on the Federal budget. At that point, ab-
s<|ent S plan to provide new affordable housing, families will, quite possibly, be dis-
placed.

Thank you for this opportunity to outline our concerns and advance our rec-
ommendations on the fiscal year 2009 HUD budget. Under your leadership, the com-
mittee has worked hard in recent years to improve upon a series of bad HUD budg-
ets. We look forward to working with you once again this year to ensure that Amer-
ica’s affordable housing and community development needs are addressed in fiscal
year 20009.
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NAHRO FISCAL YEAR 2009 FUNDING RECOMMENDATIONS

[in millions of dollars]

Program 2008 Enacted 2009 Proposed RecomNnﬁSr?(%tion 1
Public Housing Operating Fund . 4,200 4,300 25,300
Elderly & Disabled Service Coordinators .............cooceveneeeens [15] [16] 50
Public Housing Capital Fund .. . 2,439 2,024 3,500
Resident Opportunity & Supportive Services [40] [38] 55
HOPE VI . 100 800
Safety & Security . reerereesssrnns | ee—————— 310
Tenant-Based Rental Assistance (Sec 8 Vouchers), Total . 316,391 315,881 | ..
Housing Asst. Payments .. . . 3[14,695] 3[14,161] 415,400
Admin Fees ... . [1,351] [1,400] 1,540
FSS Coordinators .......... . [49] [48] 72
Tenant Protection Vouchers and Administration [$200] [$150] (5)
Project-Based Section 8 . 6,382 7,000 (5)
Community Development Fund . . . 3,866 63,000 | cooreereereereeerereeieis
Community Development Block Grant formula grants ......... [3,593] 6[2,934] 4,500
Brownfields ............. e —————— 10 | ... 25
Rural Housing/Econ. Dev. ......... . . 17 25
Sec. 108 Loan GUAraNtEES .......ccveeeerimesmrisiiessesienisnens 5 ] 7
HOME . . . . 1,704 1,967 | s
HOME Formula Grants et 1,628 1,901 2,000
ADDI set-aside in HOME .. . . [10] [1510] 1
HOPWA . . 300 300 300
Homeless ASSIStANCE GIaNtS ..........cccoceeeveeverereceseeessseseseseenens 1,586 1,636 (78)
Affordable Housing Production | 91,000

INAHRO requests are for stand-alone programs only. Blank indicates no position.

2Reflects the administration’s own estimate of need.

3TBRA figures displayed on a program-year basis, consistent with appropriations bill language. HUD documents display figures on a fiscal
year basis, which blend program years.

“4Renewal of existing and incremental vouchers based on 2007 calendar year voucher leasing and cost data through September 30, 2007,
inflated by blended BLS Consumer Price Index, Urban (CPI-U), Rent of Primary Residence component. Assumes a 96 percent utilization rate.

SFully Fund.

6The President’s budget nominally requests $3.000 billion for the CD Fund for fiscal year 2009. However, it offsets this amount by pre-
suming the cancellation of $206 million in fiscal year 2008 Economic Development Initiatives and other earmarks within the fund. The com-
bination of the request and rescission results in a net fiscal year 2008 appropriations request of just $2.794 billion for the CD Fund.

7NAHRO’s proposed funding level for Homeless Assistance Grants is for existing McKinney-Vento programs and does not include the admin-
istration’s proposed $50 million set-aside for the Samaritan Initiative.

8At least $1,636.

9 Affordable Housing Production should be derived from sources other than appropriations if possible.
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PREPARED STATEMENT OF HECTOR PINERO BEFORE THE COMMITTEE ON BANKING,
HousING, AND URBAN DEVELOPMENT ON BEHALF OF THE NATIONAL LEASED Hous-
ING ASSOCIATION, NATIONAL MULTI HousING CouNCIL, AND THE NATIONAL APART-
MENT ASSOCIATION

Chairman Dodd, Senator Shelby and distinguished members of this committee,
my name is Hector Pinero and | am senior vice president of Related Management
Company. My firm manages 26,000 apartments of affordable and market-rate hous-
ing in 135 locations in 13 States from New York to California. | am responsible for
the affordable housing portfolio in the New York metropolitan area. Today | am rep-
resenting the National Leased Housing Association (NLHA) the National Multi
Housing Council (NMHC) and the National Apartment Association (NAA).
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NLHA represents the interests of 600 member organizations involved in federally
assisted rental housing including developers, owners, lenders, housing agencies and
Ponpl(ofits. NLHA's members provide affordable rental housing for over 3 million
amilies.

NMHC represents the interests of the larger and most prominent firms in the
multifamily rental housing industry. NMHC'’s members are the principal officers of
these organizations and are engaged in all aspects of the development and operation
of rental housing, including the ownership, construction, finance and management
of such properties.

NAA is the largest national federation of State and local apartment associations,
with nearly 200 affiliates representing more than 51,000 professionals who own and
manage more than 6 million apartments.

We commend you, Chairman Dodd, for your leadership, and we thank the mem-
bers of the committee for your valuable work addressing the important issue of
housing and the Federal budget.

FISCAL YEAR 2009 PROPOSED BUDGET

On February 4, the President unveiled his fiscal year 2009 budget. The Presi-
dent’s plan would fund the U.S. Department of Housing and Urban Development
(HUD) at $38.7 billion, which according to the Center on Budget and Policy Prior-
ities, Is $330 million above current levels, but insufficient in light of the housing
affordability issues plaguing this country. The HUD budget continues to strain ef-
forts to provide decent and safe affordable housing. Over the years, HUD spending
has declined significantly, illustrated by the fact that HUD’s budget in 1974 was
nearly $70 billion (in today’s dollars) as compared to the $38.7 billion being pro-
posed for fiscal year 2009. Clearly, such cuts are indicative of the reduced commit-
ment of the Federal Government to affordable rental housing in favor of failed
homeownership policies.

We would like to focus our testimony on two programs that are the cornerstone
of federally assisted housing, the section 8 tenant-based rental assistance program,
also known as the Housing Choice Voucher program and the section 8 project-based
programs.

PROJECT-BASED SECTION 8

The project-based section 8 programs, enacted more than 30 years ago, have pro-
vided effective and enduring shelter for millions of low-income families. In addition
to making possible the construction or rehabilitation of housing units dedicated to
low-income occupancy for extended periods, the program reduces the rent burden for
low-income residents living in those properties.

My company, Related Management, has its headquarters in New York City and
owns and manages about 26,000 units of multifamily housing in 13 States from New
York to California. Our section 8 project-based inventory totals 11,287 units in 64
projects.

In our opinion, the section 8 subsidy mechanism is the most effective housing sub-
sidy ever devised by Congress. It is an elastic subsidy that can reach the very poor-
est families and keep their rent burden proportionately the same as the rent burden
of families with more income.

However, for section 8 to be an effective program, HUD must comply with its con-
tractual promise to housing providers to make timely monthly assistance payments.
These assistance payments cover the difference between tenant rent contributions,
generally set at 30 percent of a tenant’'s adjusted income, and the HUD-approved
rents for the property. The tenant rent contribution generally pays for only a small
portion of the costs of running a property, including debt service payments. Without
ass_igtance payments from HUD a building cannot continue to operate and serve its
residents.

While HUD has been late sporadically in making payments over the past several
years due to its antiquated computer systems, it was not until last summer that
a major disruption in payments occurred. From June through September, late pay-
ments were widespread over most of the country. The negative impact of HUD being
delayed in meeting its contractual obligations has both short- and long-term con-
sequences, which we will discuss along with our recommendations to the committee
for addressing the problem.

In the case of our company, for example, we billed HUD in June 2007 for $9.8
million in assistance payments for the month of July. Almost one-third of our bill,
or $3.1 million, was not paid by July 31, and about 20 percent or $2 million re-
mained unpaid until November. One of our properties, in San Diego, received no
funds for the period of July through November, for a total of $875,000. No doubt



44

many other owners have been hit harder than us, but any late payment at any time
is indefensible.

Owners do what they can to cope during these periods of nonpayment, such as
drawing funds from a replacement reserve and other reserves if they exist, bor-
rowing funds, delaying payments to vendors, and making personal contributions.
However, not all properties have the ability to make ends meet when HUD fails to
make timely payments, resulting in notices of default, inability to pay operating ex-
penses, deferred maintenance, etc.

Late Housing Assistance Payments (HAP) not only affect the operations of a
project but also make more difficult the preservation of these aging projects through
sales, often to nonprofit or other preservation purchasers that commit to long afford-
ability periods, and through rehabilitation, usually with proceeds from the low-in-
come housing tax credit.

Purchasers, lenders, and tax credit investors have been put on alert that the Gov-
ernment may not perform under its contracts, and they will act accordingly to pro-
tect their interests, assuming they continue to participate at all. We have attached
to our testimony a list of 19 adverse consequences of delayed or insufficient HAP
funding. We think it will be helpful to explain the circumstances that resulted in
the late HAP debacle.

In the mid-to-late 1970s and early 1980s, when the section 8 project-based pro-
grams were first developed, the monies for the HAP contract (be it 20, 30 or 40
years) were funded up front. For example, the costs of a 20-year contract were ap-
propriated during the first year of the contract. Further, the subsidy amounts were
based on the total rental costs at the time and did not consider the tenant contribu-
tion, which left wiggle room for rent increases during the contract term. When the
first of the 20-year contracts started to expire around 1994, it was the first time
in 20 years that Congress needed to make an appropriation to subsidize the prop-
erties. Congress agreed to fund the renewals, but only at rents not to exceed com-
parable market rents (hence the Multifamily Assisted Housing Restructuring Act
(MAHRA), which provided the Mark-to-Market program and ultimately the Mark-
Up-to-Market program).

As the number of HAP contracts renewing under MAHRA continued to increase
and more appropriations were needed, instead of HUD requesting additional funds
in its budget request, the Department chose to ask for less funding than was actu-
ally required to renew the contracts. This approach masked the true costs of con-
tract renewals, but it was successful for a number of years because HUD was able
to recapture prewously appropriated funds remaining in HAP contracts that were
about to expire. When most of the 20-year contracts expired around 2001 and 2002,
the availability of recaptured funds diminished. HUD’s need for increased fundlng
for section 8 renewals should have been reflected in its budget proposals around
that time, but again HUD chose to mask the true costs.

To enable the renewal of contracts without sufficient appropriations, HUD chose
to renew the HAP contracts with less than 1 year of funding. For example, if a con-
tract expired in December 2005, HUD would provide 9 months of funding until Sep-
tember 30 (the end of the fiscal year) instead of providing the full 12 months of
funding up front. Essentially, it was bifurcating the 12 months of funding over 2
fiscal years. In this example the remaining funding for the contract would have been
provided after October 1 (the new fiscal year) at which time 3 months of funding
would be added to the contract for a total of 12 months. Until last year, this practice
was invisible to the owners. However, in the fall of 2006, HUD’s Chief Financial Of-
ficer (CFO) determined that such partial funding of contracts could not continue as
the CFO believed this approach to be a violation of the Antideficiency Act (ADA),
a law that is intended to ensure that appropriated funds are not mishandled. This
new interpretation of the law by the CFO (which, incidentally, was not put into
writing until requested by Members of Congress more than a year later) resulted
in HUD reverting to funding renewals for the full 12 months in advance and not
in increments.

Because the HUD fiscal year 2007 budget request was based on its previous prac-
tice of partially funding contracts, there were insufficient funds appropriated by
Congress, thus creating a large shortfall. The result of the shortfall was a delay in
funding to thousands of section 8 properties. When HUD realized in May 2007 that
it would not have sufficient funding to renew all of the contracts expiring in fiscal
year 2007, HUD's Office of Housing eventually reached a compromise with its CFO
office to revert to partial or incremental funding of renewal contracts as long as the
renewal HAP contract was amended to reflect the fact that partial (and not 12-
month) funding was being provided at the time the renewal contract is executed.
In other words, if HUD disclosed to the owner that only partial funding was being
provided, the CFO deemed that HUD was not in violation of the ADA.
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HUD'’s policy of incrementally funding (or funding for less than 12 months) con-
tinues in the current fiscal year (fiscal year 2008) because of insufficient appropria-
tions. Further, the President’s fiscal year 2009 request does not include sufficient
monies to put section 8 contract renewals back on a 12-month funding track. Insuffi-
cient funding coupled with HUD’s inefficient payment process and questionable dis-
bursement systems is likely to create financial disruptions to section 8 properties
for the foreseeable future.

The perception a partially-funded contract creates is devastating. It is of a govern-
ment struggling to keep its financial house in order. Until recently, several years
of predictability and stability in the section 8 renewal process have led purchasers,
lenders and investors in section 8 properties to rely on long-term section 8 renewal
contracts, even though they are subject to annual appropriations, as sufficient back-
ing for their investment. They assumed the appropriations risk in these contracts
because they thought the risk was minuscule. They are not so sure anymore.

There are other more technical, but serious, concerns with short funding commit-
ments. These contracts purport to bind an owner to providing section 8 housing for
1 year. If HUD funding stops after 4 months, is the owner bound to continue to com-
ply with section 8 rent and other rules without receiving assistance payments? If
the owner can get out of the contract will it be bound by the 1-year tenant notice
statute, which will prevent the owner from raising rents for 1 year after an opt-out
notice to the tenants? Will the tenants be eligible for enhanced vouchers if the con-
tract is abrogated? Will HUD wait until the 1-year notice period has elapsed before
awarding enhanced vouchers to the tenants, as has been its recent policy? Will there
be sufficient funding for all enhanced vouchers?

All of these concerns will influence an owner’s decision to remain in the program
or to opt out, as well as decisions about whether to purchase and rehabilitate sec-
tion 8 projects. At a minimum, owners will more likely give routine notices to ten-
ants that they intend not to renew a section 8 contract, in order to reduce their ex-
posure period during which they do not receive assistance payments but cannot
raise rents. These opt-out notices will cause anxiety among tenants who will be
placed in a continual state of uncertainty as to whether they will lose their homes
or not.

Unless the industry has confidence that the Government is committed to adequate
and timely funding, the section 8 inventory is likely to shrink in size. Nor will it
get the new investment needed to preserve these properties as affordable housing
and to keep them affordable far into the future.

What can this committee do to help rectify the damage done to the section 8 in-
ventory? First, it can exercise close oversight over the process HUD uses to make
section 8 assistance payments, as well as how budgetary needs are calculated. The
Secretary should be directed to use a portion of the appropriated working capital
funds for this purpose. Second, legislation should be enacted to: impose a penalty
on HUD when its payments are more than 30 days late; remove any requirements
that owners receive HUD permission to use reserves to pay their mortgages and em-
ployees when HAP payments are late; and require HUD to notify owners when late
payments are anticipated. Third, the committee should urge that sufficient appro-
priations be provided for fiscal year 2009 to avert the use of a succession of short-
term funding obligations by HUD.

HOUSING CHOICE VOUCHERS

We would also like to express our strong support for the section 8 Voucher Pro-
gram. Housing Choice Vouchers enable nearly 2 million households of low- and very-
low-income families and the elderly to achieve decent, safe and affordable housing.
The program has been successful because it provides choice to families, allowing
them to rent decent and safe apartments in the communities that are near their
schools, churches and workplaces. It also has the benefit of reducing the concentra-
tion of poverty. Vouchers also enable the private sector to partner with housing
agencies to improve the housing stock in communities as well as protect tenants
during market rate conversions. Vouchers are an essential tool for the provision of
housing assistance and are supported by the owner community. Related Manage-
rr:welgt is a strong supporter of this program and currently leases to 1,600 voucher

olders.

We are concerned about the future of the program because HUD's budget proposes
to reduce funding for the voucher program by nearly $500 million, offsetting the re-
duction by relying on unused reserves, a move that the Center on Budget and Policy
Priorities (CBPP) believes will result in the loss of at least 100,000 vouchers. Fur-
ther, the proposed budget recommends using a funding formula that would base fis-
cal year 2009 funding on the costs per voucher (plus inflation) from fiscal year 2007
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instead of the previous 12 months. This is unacceptable to our members because
such an approach will result in additional shortfalls, jeopardizing housing assistance
currently in use by tens of thousands of low-income families. It is imperative that
the 2009 funding cycle be based on leasing and cost data for the most recent Federal
fiscal year as provided for fiscal year 2008 by the Omnibus Appropriations Act (H.R.
2764) that President Bush signed into law on December 26, 2007. This is a fair for-
mula that maximizes the amount of dollars provided by the appropriations process
and ensures program stability.

THE BROADER NATIONAL HOUSING CRISIS

The current situation in the for-sale housing market is an unfortunate turn of
events that is made even more unfortunate by the fact that it was completely fore-
seeable and preventable. For decades the Government has pursued a “homeowner-
ship at any cost” housing policy. Many Government officials, like other participants
in the housing sector, mistakenly assumed that house prices would always go up.
So they enticed people into houses they could not afford, and they forgot the rarely
spoken truth that there is such a thing as too much homeownership.

Now we are seeing the consequences of that misguided policy. For years, we and
others have been predicting this meltdown. We have been warning policymakers
that pushing homeownership so aggressively could be disastrous not only for the
hard-working Americans lured into unsustainable homeownership, but also for our
local communities and our national economy.

That is exactly what is happening now. People are losing their homes, local com-
munities are struggling with blight and crime, and our national economic growth
is at risk. We understand that policymakers are worried that this situation might
spill over into the broader economy, and we support efforts to help our country avoid
a housing-induced recession.

The mortgage market meltdown represents a failure of Government oversight and
regulation. Despite repeated warnings, nothing was done to prevent it. On the con-
trary, the Federal Government gave a “green light” to this bubble by trying to push
homeownership without limits and even trying to create a federally insured no-
downpayment mortgage.

Unfortunately, while there was much the Government could have done to prevent
this crisis, there isn't much it can reasonably do now to alleviate it. What it can
do, however, is recognize its own mistakes and ensure that this doesn’'t happen
again. And that means, among other things, recognizing that homeownership isn't
the right housing choice for all households at all points in their lives. Housing our
diverse Nation well means having a vibrant rental market along with a functioning
ownership market. It's time we adopt a balanced housing policy that doesn’'t meas-
ure success solely by how much homeownership there is.

CONCLUSION

I thank you for the opportunity to testify on behalf of the National Leased Hous-
ing Association, the National Multi Housing Council and the National Apartment
Association, and wish to offer our assistance to the committee as you continue your
important work.

SOME IMPLICATIONS OF INADEQUATE FUNDING OF PROJECT-BASED SECTION 8
CONTRACTS

NLHA

If Congress fails to appropriate sufficient funds for fiscal year 2008 to make all
contractual section 8 payments, in original and renewal contracts, this failure will
be regarded by participants in the section 8 program, other housing programs, other
Federal programs, and the capital markets as a default by the United States in its
perceived moral obligation. The section 8 contract has already been devalued even
without a default by sustained talk of inadequate funds, widespread late payments
in 2007, and the inability of HUD to provide 1-year extension contracts because of
insufficient funds. A quick and decisive fix may salvage some of the damage.

The following are several specific adverse consequences:

—Lenders will be less willing to make long-term loans for refinancings or pur-
chases of section 8 projects, transactions that help in the rehabilitation and
preservation of the projects.

—Investors and syndicators will be less willing to purchase low-income housing
tax credits, which are key to the sale and rehabilitation of those projects.
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—To the extent the above players continue to participate, it will be on more oner-
ous terms and with a more rigorous selection process to assist only projects that
would be viable if section 8 payments terminated.

—Owners who economically can opt out of the section 8 program will plan to do
so and will do so at the first opportunity.

—Owners can also stop providing section 8 housing even prior to contract expira-
tion if HUD fails to provide assistance payments.

—Tenants will become anxious about the potential loss of their subsidy and
homes. The elderly are particularly susceptible to those concerns. Some will
move out and live with their families, thus losing their eligibility for tenant pro-
tection vouchers when an owner opts out.

—Owners will select the highest-income tenants they legally can select in order
to mitigate the impact of missed or reduced assistance payments.

—The cost of enhanced vouchers and other tenant protection vouchers will soar,
or, alternatively, all tenants will not be protected if there is an opt-out.

—There may be an increase in defaults on FHA-insured mortgages covering sec-
tion 8 projects.

—Affordability use restrictions for projects that have been restructured in the
mark-to-market program, which run 30 years, would be converted to permit
higher-income tenants to be served.

—Fifty-year affordability use restrictions for LIHPRH projects and existing use re-
strictions for ELIPHA projects would be terminated and the projects rented to
market tenants if HUD cannot provide all the contractual section 8 payments.

—For those projects remaining in the program, there will be an increase in de-
ferred maintenance, depletion of replacement reserves, and little likelihood of
obtaining tax credits for rehabilitation.

—Prices realized by HUD in selling foreclosed properties with section 8 subsidies
would decline.

—If Congress authorizes the conversion of rent supplement and RAP contracts to
section 8, there will be few takers.

—Participation and continued participation in other housing programs involving
multi-year subsidies, such as project-based vouchers, tenant-based vouchers,
and participation in the 202/811 programs would decline, or the quality of par-
ticipants would decline.

—The lack of sufficient section 8 funds will also thwart the refinancing of older
section 202 projects for the elderly and disabled that have section 8 subsidies.
Many of these projects are 20 to 30 years old and can be preserved for another
long period with recapitalization and rehabilitation, but lenders and investors
would be wary of participating.

—The ability of public housing agencies (PHA) to borrow funds for capital im-
provements, secured by future appropriations to the capital fund, would be
made more difficult and costly.

—Participation in non-housing Federal programs, dependant on ongoing Federal
subsidies, would be compromised if participants felt the United States defaulted
in the major section 8 program.

—There are broader implications in the capital markets. A default by the United
States in any area could send further shock waves to the already shocked mar-
kets. Would this be the end of the perceived Federal backing of Fannie Mae and
Freddie Mac obligations, and if so, would that increase borrowing costs for home
purchases and refinancing? Would the hint of default by the United States raise
borrowing costs for Treasury?

ADDITIONAL COMMITTEE QUESTIONS

Senator MURRAY. At this time, if the members have any addi-
tional questions, please submit them for inclusion in the record.
[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]
QUESTIONS SUBMITTED BY SENATOR RICHARD J. DURBIN
HOUSING DISCRIMINATION STUDY

Question. Historically, how has HUD funded the Housing Discrimination Study?
Why is HUD requesting funding for the HDS through the Fair Housing Initiatives
Program account?
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Answer. Congress has appropriated the funding under the Fair Housing Initia-
tives Program (FHIP) to support its housing discrimination studies. Beginning in
fiscal year 1999, Congress gave HUD the authority to use the FHIP budget to sup-
port these studies. To date, HUD has issued three decennial housing discrimination
studies. The first in 1977 was funded through non-FHEO program funds.

However, the Housing Discrimination Study (HDS) 2000 study, as appropriated
by Congress, was funded through FHIP. Specifically, $7.5 million, $6.0 million, and
$7.5 million were appropriated in HUD's fiscal years 1999, 2000 and 2001, budgets
respectively. Consistent with the 2000 study, in fiscal year 2009 HUD continues to
use this funding methodology in requesting funds for the 2010 HDS study.

HDS is a tool that HUD uses to make or change fair housing policy by providing
evidence of housing discrimination in America through a comprehensive research
approach that includes using standard testing methods. HDS data helps HUD un-
derstand the nature of housing discrimination and the extent of the problem, as well
as to identify the groups that are more impacted by acts of housing discrimination.
This data helps HUD in determining the most effective strategies in meeting its fair
housing mission. HUD has used the results of the housing discrimination studies
to design new education and outreach initiatives and in making decisions for fair
housing with most activities funded with FHIP resources.

FHIP GRANTS

Question. Last year, how many private fair housing groups applied for FHIP
grants, how many received grant funding, and how many were denied? Of those that
were denied, what were the reasons for denial?

Answer. In fiscal year 2007, HUD made $18.1 million available under the Fair
Housing Initiatives Program (FHIP) Notice of Funding Availability (NOFA). This
funding was divided between two initiatives: the Education and Outreach Initiative
(EOI) and the Private Enforcement Initiative (PEI). This broke down as $4.1 million
for EOI and $14 million for PELI.

EOI provides funding for education and outreach programs to inform the public
about their rights and responsibilities under the Fair Housing Act. HUD awarded
the $4.1 million under EOI to 32 groups out of 127 groups who applied for grants
under EOI. Of the 95 groups who did not receive awards, 4 were ineligible for var-
ious reasons, and 36 had scores below the threshold minimum established by the
Office of Management and Budget (OMB). The remaining 55 groups had qualifying
scores but did not receive funding either because their score was not competitive
enough for funding or because a higher scoring group in the same geographic area
received funding.

In order to achieve the broadest geographic scope with the Department's edu-
cation and outreach funding, the Department took into consideration not only the
applicant’s scores, but also where the applicant was located. This funding strategy
allowed HUD to make EOI awards in 32 different States.

In addition, the Department awarded $1 million for a national education and out-
reach campaign on lending discrimination, which will reach approximately 100 mil-
lion people throughout the country. The Ad Council reported that one-quarter of the
public viewed one of the Department’s previous public service announcements.

PEI supports the investigation and resolution of housing discrimination allega-
tions handled by private fair housing organizations. These organizations conduct
testing where discrimination is suspected and assist the public in resolving com-
plaints through informal means. When necessary these groups file complaints with
HUD and in Federal court on behalf of victims of discrimination.

In fiscal year 2005, at the urging of several fair housing organizations, including
the National Fair Housing Alliance, HUD added the Performance-based Component
to PEI. Performance-based funding provides 3-year grants to top-performing enforce-
ment organizations. These organizations must have exceptional experience and ex-
cellent performance reviews. The multiple-year funding encourages them to take on
larger cases of housing discrimination and allows for better strategic planning by
the organizations.

Funds to performance-based groups now account for 73 percent of PEI funding.
In fiscal year 2007, of the $14 million awarded under PEI, the Department first had
to reserve $6.5 million for 25 top-performing groups who received a performance-
based grant in fiscal years 2005 and 2006. That left $7.4 million to be awarded in
new grants under PEI. The Department received 101 applications for this PEI fund-
ing. Of these 101 applicants, 30 were ineligible, and 18 had scores below minimum
threshold level established by OMB. Of the remaining 53 applicants qualified for the
PEI funding available in 2007, 14 groups received their first year allocation of per-
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formance-based funding, and an additional 16 organizations received general PEI
grants.

The 2007 PEI grants support fair housing enforcement in 25 States. This includes
four States where there is no substantially equivalent State or local fair housing
law—-Nevada, Alabama, Mississippi, and Wisconsin.

In addition to enforcement efforts, all PEI recipients are required to use 10 per-
cent of their funding for education and outreach efforts. This leverages an additional
$1.4 million in education and outreach dollars on top of the $4.1 million the Depart-
ment has already awarded under EOI. Education and outreach by PEI groups is
particularly effective, because information about fair housing rights is provided by
the local group that someone can turn to if those rights are violated.

FHIP FUNDING

Question. Why has HUD requested less funding for FHIP in fiscal year 2009 com-
pared to the fiscal year 1994 funding level, even as housing discrimination persists
in this country? Please explain the reasons for this diminished request and how
HUD can expect to fulfill the promise of the Fair Housing Act in light of the fact
that the number of complaints filed with HUD and its fair housing partners is less
than 1 percent of total fair housing violations; a HUD study shows that knowledge
of fair housing laws has not improved and is critical to pursuing alleged violations;
HUD is unable to fund private fair housing centers who score highly on the agency’'s
own performance scale; and the predatory lending practices highlighted by the re-
cent mortgage crisis disproportionately victimize racial minorities, a class protected
under the Fair Housing Act.

Answer. For fiscal year 2009, HUD requested $26 million for Fair Housing Initia-
tives Program (FHIP). In fiscal year 2009, $19.2 million of this funding will be made
available to fair housing organizations through competition, with $6 million going
to a study the Nation conducts every decade to measure the level of housing dis-
crimination. All these funds go either directly to enforcement of the Fair Housing
Act, education of the public regarding their rights and responsibilities under the
Act, or research that will help best target these funds in the future. Moreover, the
2010 Housing Discrimination Study (HDS) will enlist and compensate private fair
housing organizations in conducting the proposed research. In the study conducted
in 2000, private fair housing groups received approximately 68 percent of the fund-
ing set aside for the study. The Department expects the same with the 2010 study.
Therefore, the study would provide an estimated $4.08 million to fair housing
groups, in addition to the $19.2 million directly allocated to the groups.

HUD does not believe its fiscal year 2009 FHIP budget of $26 million is an inap-
preciable amount. The requested amount is appropriately balanced to workload
needs and continuing and evolving fair housing efforts. We also do not think one
can make an appropriate comparison between this year's FHIP budget and one from
1994. First, the funding amounts are roughly the same, and second, the overall
amount to fair housing organizations will likely exceed the 1994 level, given the ad-
ditional amount provided through research testing for HDS 2010.

Though housing discrimination continues to persist, the Department’s studies
show that HUD, State, and local agencies, and the private fair housing advocacy
community, have also done a lot to address the problem. HUD's HDS from 2000
shows that the overall level of discrimination that African-Americans and Hispanics
face has declined from 1989 as a result of these efforts. Nevertheless, the Depart-
ment each year requests a budget that allows HUD, State and local agencies, and
private fair housing groups to tackle the evolving problem and the new forms such
discrimination takes. The fiscal year 2009 budget, we believe, will meet this chal-
lenge.

In addition to the support HUD's annual budget provides for the short-term needs
of fair housing groups, this budget also sustains the long-term needs of existing
groups through its Performance-Based Component. Private fair housing groups, in-
cluding the National Fair Housing Alliance, advocated for this component, and HUD
began funding it in fiscal year 2005. In fiscal year 2007, this funding now accounted
for 73 percent of FHIP's $1.4 million enforcement budget, providing the top-per-
forming groups with 3 years of funding. This allows for broader testing and more
systemic investigations by these groups.

FHIP's enforcement budget promotes the activities of the private groups, assists
them in bringing in more allegations, and expands fair housing outreach by requir-
ing that enforcement grantees spend 10 percent of their grant on education activi-
ties. In fiscal year 2007, this means that the groups will expend approximately $1.4
million marketing their services and educating the housing industry. These lever-
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aged funds add to the $4.1 million in the budget allocated strictly for education and
outreach grants.

State and local agencies in the Department's Fair Housing Assistance Program
(FHAP) are also an integral part in the Nation’s fulfillment of its fair housing objec-
tives. These agencies handle approximately 75 percent of the complaints filed in the
United States. For fiscal year 2009, HUD has requested $25 million to support fair
housing investigations and education by its State and local partners. This funding
is tied largely to the complaints these groups receive each year. As complaints to
these agencies have increased, the Department has had to increase the amount
budgeted for these organizations in order to keep pace.

In fiscal year 2008, HUD and State and local FHAP agencies received more than
10,000 complaints under the Fair Housing Act or a substantially equivalent State
or local law. In almost one-third of the complaints, whether at HUD, or at one of
the 108 State and local agencies, the agency obtains a positive result for the com-
plainant, either through a finding of discrimination or resolution between the par-
ties. In 2007, conciliation agreements and settlements provided more than $4.76
million in monetary relief to victims of discrimination. This is addition to other re-
lief that agencies obtain for the complainant, such as providing the victim with the
desired unit or accommodation, a reduction in the amount of rent or in the interest
rate on loans, and retrofits that make a property accessible to persons with disabil-
ities.

In addition to individual complaints, HUD has stepped up its use of Secretary-
initiated enforcement in its efforts to proactively address and eliminate housing dis-
crimination. This means if only a small share of the public is filing complaints, the
Department is not waiting to receive a formal housing discrimination complaints
but is vigorously pursuing cases where there is reason to believe that a person or
entity has committed a discriminatory act. In fiscal year 2007, HUD filed 16 Sec-
retary-initiated investigations or complaints. These addressed a variety of issues in-
cluding widespread race discrimination in the New York rental market; housing pro-
viders who excluded families with children; discrimination against African-American
and Hispanic mortgage applicants; and religious discrimination among real estate
agents. The Department has filed 4 Secretary-initiated complaints or investigations
in fiscal year 2008.

To further the Department’'s mission of ensuring fair housing, HUD has taken a
number of strategic initiatives to enhance fair housing enforcement including cre-
ating a lending division to conduct fair lending investigations. The division initiates
investigations when lending patterns or other information suggests discrimination
by a lender, but no individual has come forward to file a complaint. In addition, the
Department has reassigned to the division HUD’s fair lending oversight of Fannie
Mae and Freddie Mac to ensure their underwriting policies and practices comply
with fair lending laws. The Department is pursuing six nationwide Secretary-initi-
ated investigations into independent mortgage companies for discrimination based
on race or national origin in the making of loans, the pricing of loans, and for poli-
cies that have a discriminatory effect.

FAIR HOUSING LAWS

Question. How does HUD plan to increase public awareness of existing fair hous-
ing laws?

Answer. As explained in more detail below, HUD uses an array of strategies, in-
cluding print (e.g. posters, pamphlets and brochures) and electronic media (e.g.,
internet, television, radio), advertisements in movie theaters, on buses, taxis, public
buildings, and meetings, conferences, seminars, etc., to increase public awareness of
the Fair Housing Act. In fiscal year 2007, HUD, with its Fair Housing Initiatives
Program (FHIP) and Fair Housing Assistance Program (FHAP) partners, conducted
fair housing education and outreach programs and activities that reached approxi-
mately 50 million people, which is about 16 percent of the population of the United
States. Going forward, HUD will continue to use these and other methods to pro-
mote its fair housing mission.

—National Slogan.—HUD started to consistently use the slogan, “Fair Housing
It's Not an Option, It's the Law,” in fiscal year 2006. We determined that mixed
messages and multiple slogans confused the general public. Therefore, HUD has
utilized the same slogan in fiscal years 2007 and 2008 and will continue to use
it in fiscal year 2009.

—Fair Housing Initiatives Program (FHIP)—Education and Outreach Initiative
(EOI).—The FHIP was created under the Housing and Community Develop-
ment Act of 1987. One of the goals of the FHIP is to educate the public and
the housing industry on their rights and responsibilities under the Fair Housing
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Act. Each year since 1987, HUD has awarded funds to fair housing organiza-
tions under EOI to meet this goal. In fiscal year 2007, approximately $2.6 mil-
lion was awarded to 32 fair housing organizations to conduct fair housing edu-
cation and outreach programs and activities. In the fiscal year 2008 HUD budg-
et, Congress appropriated $24 million for the Fair Housing Initiatives Program.
For the EOI Awards, $2.8 million has been set aside for EOl awards. In addi-
tion, Private Enforcement Initiative-General Component ($19 million) has a re-
quirement that 10 percent of the funds, about $1.9 million, be used for edu-
cation and outreach activities. HUD has requested additional funds for FHIP
in fiscal year 2009.

—National Media Campaign.—In April 2002, HUD released a study of fair hous-
ing laws, “How Much Do We Know?” The report gauged what the public knew
about fair housing laws. The Study found general awareness, with one-half of
the public able to correctly identify six or more of the eight scenarios that de-
scribed illegal conduct. However, while many persons were conscious of fair
housing protections, 83 percent did nothing about it when confronted with an
act of housing discrimination. Following this awareness study, HUD, in fiscal
year 2003, developed a national media campaign to educate the public on fair
housing. Since 2003, HUD has awarded funds for a national media campaign.
We believe that a national media campaign is an effective mean of promoting
the fair housing because it provides a consistent message and it provides infor-
mation to the entire country. Our national campaigns have been particularly ef-
fective. For example:

—In fiscal year 2006, HUD launched a national campaign to inform individuals
who were displaced by Hurricanes Katrina and Rita of their fair housing
rights and how to file housing discrimination complaints. The message of the
public service announcement (PSA) was, “the storm isn't over.” This PSA en-
couraged hurricane evacuees and other members of the public to call HUD'’s
housing discrimination hotline if they suspected they had been denied hous-
ing for discriminatory reasons.

—In fiscal year 2007, HUD awarded a grant to Pacific News Service, a not-for-
profit organization with specialization in radio, television, and print media for
minority and ethnic populations, to provide an education and outreach pro-
gram on fair lending, to education the public of the fair lending requirements
of the Fair Housing Act. Pacific News Service partnered with the National
Community Reinvestment Coalition (NCRC), a Fair Housing Initiatives Pro-
gram recipient and a nationally recognized non-profit organization with ex-
pertise in fair lending issues. A PSA with actor Dennis Haysbert as the fair
lending spokesperson, has been distributed to all HUD Fair Housing Assist-
ance Program and Fair Housing Initiatives Program partners and to approxi-
mately 1,800 national cable and commercial television networks for airing.
The PSA is available in both English and Spanish and it is closed caption.
Additionally, fair lending posters have been produced in English, Spanish,
Russian, Arabic, Chinese, Vietnamese, and Korean. The posters have been
distributed to our Fair Housing Initiatives Program and Fair Housing Assist-
ance Program partners. They will also be available through HUD/Fair Lend-
ing Web site.

—In association with the fair lending media campaign, NCRC will conduct 12
fair lending forums in the following cities: Atlanta, Georgia; Boston, Massa-
chusetts; Charlotte, North Carolina; Chicago, Illinois; Columbus, Ohio; Den-
ver, Colorado; El Paso, Texas; Fresno, California; Philadelphia, Pennsylvania;
Washington, DC; Cleveland, Ohio; and Detroit, Michigan. These 12 cities
were selected because they were identified as cities with high foreclosure
rates. The first forum begins in Atlanta, GA, on May 17, and the last 1 forum
is scheduled for Detroit, MI, on September 20. We estimate that the lending
forums will reach approximately 6,000 households and will result in an in-
crease of public knowledge on the fair lending requirements of the Fair Hous-
ing Act, how to avoid predatory loans, and what options are available to
homeowners facing foreclosures. In addition to the NCRC staff, the forums
will feature HUD staff, and HUD approved HUD housing counseling agencies.

—In fiscal year 2008, HUD designated $1 million of the Fair Housing Initiatives
Program appropriation for a national media campaign. The funds will be
awarded through the FHIP NOFA again to address discriminatory and preda-
tory lending. Consistent with is strategies since 2003, HUD, in its fiscal year
2009 proposed budget, requested $1 million for a national media campaign.

—Media Activities.—In fiscal year 2007, as detailed in HUD’s fiscal year 2007
Fair Housing Annual Report to Congress, HUD undertook the following media
activities to increase the public’'s knowledge of fair housing laws:
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—From April 6, through 12, 2007 and October 26, through November 2, 2007,
HUD sponsored two fair housing advertisements that appeared in over 100
movie theaters, on more than 1,000 screens throughout the country. HUD
spent apprOXImater $17,000 in its movie theater advertisements that reached
approximately 1.5 million movie goers. This is at a cost of about $0.011 per
person. This marketing technique is a cost effective method of informing the
public about the Fair Housing Act and HUD's toll free numbers. During June
2008, HUD will place the lending PSA, described above, in movie theaters
across the Nation. Because HUD believes the use of the movie theaters is a
cost effective method to reach large number of people, it will continue to uti-
lize this source of marketing during fiscal year 2009.

—Samples of news articles and interviews follow:

As a result of HUD's outreach efforts, the April 15, 2007, issue of Parade
magazine contained an article on fair housing. The article advised readers
that housing discrimination is illegal and provided several examples of un-
lawful discrimination, such as charging higher rent to tenants based on
race or religion or refusing to accept families with children. The article also
provided HUD's housing discrimination hotline, 1-800-669-9777. Parade
has a circulation of more than 35.5 million.

On September 28, 2007, Gannett News Service ran a featured article on
fair housing. USA Today had multiple stories, including a prominent main
story that included quotes from Assistant Secretary Kim Kendrick. The
story was largely about HUD’s education and outreach efforts led to in-
creased fair housing complaints. The estimated circulation for Gannett
Newspapers is 7.2 million readers. For complete details on the Gannett
News Service on “Closed Doors: Housing Discrimination Complaints on the
rise across the country,” please go to: http:/gns.gannettonline.com/apps/
pbcs.dll/section?Category=HOUSING

On July 16, 2007, Assistant Secretary Kim Kendrick was featured on
“The Federal News Drive” with Mike Causey and Jane Norris on Federal
News Radio. Ms. Kendrick discussed the fair lending provisions of the Fair
Housing Act.

On February 17, 2007, the CNN program Open House aired a segment
on housing discrimination. The segment featured an interview with
Nannatte Bishop, an African-American woman who filed a complaint with
HUD alleging that Fifth Third Bank denied her application for mortgage
loan because of her race. Approximately 665,000 viewers watched this epi-
sode.

On a monthly basis, starting with the June 2006 through June 2007, Es-
sence Magazine featured an article on 12 steps of the home buying process.
Assistant Secretary Kim Kendrick served as one of 12 members of an advi-
sory board throughout the 12 steps. The name of the Office of Fair Housing
and Equal Opportunity appeared in all 12 issues of Essence. Assistant Sec-
retary Kendrick was featured in three steps. For instance, Step 3: Learn
About the Mortgage Industry, included information on the home buying
process and five ways individuals can protect themselves from unfair lend-
ing practices and predatory lenders. On a monthly basis, Assistant Sec-
retary Kendrick provided guidance to each of the three families. Essence
has a monthly circulation of approximately 1,066,000.

—One way to raise public awareness of fair housing laws is for HUD to pub-
licize cases that result in significant housing or monetary relief on its Web
site and through press releases. By publicly announcing all of its charges and
major conciliations, we hope to re-enforce the public's trust of HUD's fair
housing enforcement mission. FHEO'’s Web site statistics show that it receives
from 4,000 to 20,000 hits per day.

—L etters to the editors from Assistant Secretary Kendrick appeared in the Sun-
day Los Angeles Times (approximately 1.2 million readers) and Times Pica-
yune (approximately 262,000 readers).

—Fair Housing Op-Ed. During April 2007, an op-ed piece written by HUD ap-
peared in four African-American newspapers. The op-ed appeared in the Pitts-
burgh Courier, Dallas Examiner, Louisville Defender, and East of the River
newspaper, which together reach more than 60,000 readers.

—Assistant Secretary Kim Kendrick appeared in an article in the Federal
Times which has an estimated circulation of 38,000. In the article, Assistant
Secretary Kendrick discussed her role as the Administration’s top enforcer of
the Federal fair housing laws.

—TFair Housing Month—2007, 2008, and 2009.—During the April 2007 Fair Hous-
ing Month, HUD and its FHIP and FHAP partners sponsored and participated
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in over 250 events. Many of these events will be duplicated in fiscal year 2008

and fiscal year 2009. Some of the more innovative events include:

—Charleston Human Rights Commission and the Huntington Human Relations
Commission—both FHAP funded agencies—erected several Fair Housing
Month billboards in their cities. Also, the Charleston, WV, Human Rights
Commission placed advertisements on the tops of taxi cabs to raise awareness
of fair housing. It is estimated that approximately 51,000 people may have
seen these taxi advertisements.

—For the second year in a row, Philadelphia skyline was lit by HUD’s Fair
Housing Month slogan as it scrolled around the top of the 28-story building
of the Philadelphia Energy Company (PECO). PECO displayed the slogan on
the evenings of April 13, 14, 15, and 16. In bright letters that are 38 feet
high, Fair Housing: It's Not an Option; It's the Law is scrolled around all four
sides of the downtown skyscraper.

—During the Fair Housing Month 2007, the LA Times and San Diego Union
Tribune each ran fair housing ads four different times in their newspapers.
Displaying HUD’s Fair Housing message, “Fair Housing: It's Not an Option;
It's the Law” for free.

Additional information about HUD’s 2007 Fair Housing Month events may be
found on the following website: http://www.hud.gov/offices/fheo/FHMonth/2007FHM-
Events.pdf

—Disaster Response.—HUD strongly believes that it has a responsibility to ensure
that persons affected by disaster are not victimized when searching for a new
place to call home. As a measure of prevention and pro-action, FHEO collabo-
rated with a group of Fair Housing Assistance Program (FHAP) and Fair Hous-
ing Initiative Program (FHIP) agencies and other fair housing professionals to
develop a fair housing toolkit for emergency preparedness. Toward this end,
FHEO engaged Emergency Management and Special Needs Consultants to fa-
cilitate roundtable discussions to define the role of fair housing in disaster pre-
paredness planning identify the challenges that fair housing professionals face
in responding to disaster situations, develop disaster-related education and out-
reach initiatives, develop communication strategies, and coordinate enforcement
efforts. The final result was a “Fair Housing Disaster Toolkit for Emergency
Preparedness” for fair housing professionals. The toolkit was issued in July
2007 and was distributed to over 800 participants of HUD’s 2006 National Fair
Housing Policy Conference. A copy of the toolkit continues to be available
through the following website: http://www.hud.gov/offices/fheo/library/FHEO-
DisasterToolkit.pdf

—Fair Housing Exhibit Booth.—The purpose of the Fair Housing Exhibit Booth
is to provide fair housing information to the general public, housing, real estate,
lending, insurance, and civil rights professionals at their national conferences
and meetings. In fiscal year 2007, HUD operated the Fair Housing Exhibit
Booth at 12 events throughout the country, including national conferences held
by the National Association for the Advancement of Colored People, the Na-
tional Association of Home Builders, the National Council of La Raza, the Na-
tional Bar Association, National Black Family Reunion, and the Congressional
Black Caucus. It is estimated that approximately 500,000 people were reached
through HUD's Fair Housing Exhibit Booth.

—Participation in Conferences and Events.—Another way that HUD increases the
public's awareness of the Fair Housing Act is by participating in conferences
and other events held by HUD offices, housing industry groups, and fair hous-
ing groups throughout the Nation. For example, during fiscal year 2007, staff
has participated in the following conferences:

—Education Conference and Lone Star Expo sponsored by the Texas Apartment
Association in Houston, TX;

—National Community Reinvestment Coalition Conference, Washington, DC;

—Housing and Development Law Institute’s Conference, Washington, DC; and

—National Coalition for Asian and Pacific Americans Community Development
Conference, Honolulu, HI.

Just recently, from April 8, through 11, 2008, HUD held its 2008 National Fair
Housing Policy Conference in Atlanta, GA, to commemorate the 40th anniversary
of the Fair Housing Act. Approximately 1,000 people attended the Conference. The
next national fair housing policy conference will be held in June 2010.

—Accessibility First—In January 2003, HUD launched Fair Housing Accessibility
FIRST, a FHIP-funded program that provides training and technical assistance
on the Fair Housing Act’s accessibility requirements to architects, builders, de-
velopers, and other others involved in the design and construction of multi-
family housing. Approximately 7,500 people have attended the training since
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2003. In fiscal year 2007, when asked the number of multifamily housing units
on which the attendees were working, the attendees reported a total of 329,543
multifamily units in which they were assisting with the development, design,
or construction. As a result of the training, we expect these units will be built
in compliance with the accessibility standards of the Fair Housing Act.

—A40th Anniversary of the Fair Housing Act.—The Assistant Secretary and FHEO
senior staff were interviewed CNN Radio, with over 2,000 worldwide affiliates;
CNN Espanol Radio (with over 9 domestic and 20 internationals bureaus);
NPR—AII Things Considered (with 11 million listeners), and Fox News Atlanta.
During the separate interviews, Assistant Secretary Kendrick and staff dis-
cussed the 40th anniversary of the Fair Housing Act and the Reverend Dr. Mar-
tin Luther King, Jr.’s dream of an “open society.”

—Fair Housing Education in America.—On April 16, 2008, HUD launched a new
initiative, “Fair Housing Education in America Day.” This national education
project is designed for 4th through 6th grade students for them to hear from
fair housing experts who present lessons on fair housing requirements. It gives
teachers, parents, and their children a basic understanding of the Fair Housing
Act. The goal of this initiative is to start the conversation about fair housing
opportunities at a young age. It's critically important to teach future genera-
tions of renters and home buyers about their rights under fair housing laws.
Over 50 schools nation wide registered to participate in this inaugural event.
Additional information on Fair Housing Education in America Day may be ob-
tained through the following website: http://www.hud.gov/offices/fheo/
fheducationday.cfm. As this Initiative was successful, HUD plans to continue
this Initiative on the 3rd Wednesday of April for fiscal years 2009 and 2010.

HOUSING DISCRIMINATION

Question. What concrete steps will HUD be taking to increase the percentage of
persons who file complaints in response to the belief that they have been victims
of housing discrimination?

Answer. HUD's fair housing mission is to eradicate housing discrimination. HUD
plays several roles in this mission: (1) to increase public awareness of the Fair
Housing Act; (2) to educate housing providers on their rights and responsibilities
under the Fair Housing Act to reduce the number of occurrences of housing dis-
crimination; and (3) to enforce the provisions of the Fair Housing Act.

HUD believes that persons cannot report housing discrimination unless they un-
derstand their fair housing rights and the recourse available to victims of discrimi-
nation. In order to increase the percentage of persons that report housing discrimi-
nation, HUD has engaged in media campaigns and other activities to raise public
awareness of fair housing. These activities are described in the answer responding
to Senator Durbin’s question, “How does HUD plan to increase public awareness of
existing fair housing laws?”

Moreover, HUD has conducted many of these activities in languages other than
English in order to reach persons with limited English proficiency. For example, in
fiscal year 2004, HUD, in conjunction with the Advertising Council, launched a fair
housing education campaign through a series of public service announcements. This
campaign consisted of two television advertisements, two radio advertisements and
two print advertisements, in English and Spanish.

Additionally, in fiscal year 2005, HUD produced five new fair housing radio adver-
tisements. Two of these advertisements were in Spanish and two of these were in
Cantonese, Hmong, Korean, and Vietnamese. Starting in fiscal year 2005, HUD also
produced fair housing print advertisements in Arabic, Bengali, Cantonese, Hmong,
Khmer, Korean, Punjabi, Thai, Urdu, and Vietnamese.

Furthermore, HUD’s 2005 Study—"“Do We Know More Now?"—concludes that un-
less a person who has been discriminated against can see benefits in filing a com-
plaint, he/she is unlikely to do so. Therefore, HUD makes a conscious effort to pub-
licize the outcomes of its fair housing enforcement efforts to help encourage persons
to report housing discrimination. HUD believes that publicizing the results of its en-
forcement efforts helps build public trust in its enforcement efforts, and, in turn,
increases the likelihood that persons will report housing discrimination.

In February 2007, the CNN program Open House aired a segment on housing dis-
crimination. The segment featured an interview with Assistant Secretary Kim
Kendrick and Nannatte Bishop, an African-American woman who filed a complaint
with HUD alleging that Fifth Third Bank denied her application for mortgage loan
because of her race. HUD negotiated a $125,000 settlement in this case. An esti-
mated 665,000 people may have viewed this broadcast.
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HUD is also building the public trust in its enforcement efforts by training the
approximately 500 full-time investigators employed by the more than 100 State and
local government agencies that are certified through its Fair Housing Assistance
Program (FHAP). In fiscal year 2004, HUD opened the National Fair Housing
Training Academy (the Academy) to provide training and certification to ensure that
FHAP and now HUD investigators have the necessary skills to conduct thorough
and timely investigations.

The Academy offers a 5-week program, which covers fair housing laws, investiga-
tive skills, negotiation skills, litigating fair housing cases, and many other topics.
After completing the 5-week program, the investigators must pass a comprehensive
examination in order to receive a certificate of completion from the Academy. At of
the end of fiscal year 2007, a total of 174 investigators have completed the 5-week
basic training course.

However, HUD is not simply waiting for persons to file complaints. HUD has in-
creased the use of its Secretary-initiated enforcement authority to eliminate dis-
criminatory housing practices. Under the Fair Housing Amendments Act of 1988,
the Secretary of HUD, in the public interest, has the authority to conduct an inves-
tigation and file a complaint when there is reason to believe that an alleged dis-
criminatory housing practice has occurred or is about to occur, even when no ag-
grieved person has filed a complaint. HUD also uses its Secretary-initiated enforce-
ment authority when it receives an individual complaint, but believes there may be
additional victims of the discriminatory act or wants to obtain broader relief in the
public interest.

Secretary-initiated enforcement authority allows HUD to take proactive measures
to eliminate housing discrimination and ensure equal housing opportunity. In fiscal
year 2007, HUD filed 12 Secretary-initiated complaints and launched four additional
Secretary-initiated investigations. These investigations include a complaint against
a management company alleging that it refused to rent to African-Americans, a
complaint against brokerage organizations alleging that they limited their member-
ship on the basis of religion, and a complaint against housing providers alleging
that they prohibited families with children.

At the same time that HUD is increasing public awareness of the Fair Housing
Act, HUD is taking steps to work with its housing industry members to reduce
housing discrimination. For example:

—In fiscal year 2000, HUD signed a memorandum of understanding (MOU) with
the Department of Justice and the Department of the Treasury setting forth
procedures each signatory agency would follow in reporting Fair Housing Act
violations. The MOU also outlined options for fair housing education for those
involved in the financing, construction, and operation of low-income housing tax
credit properties. For example, to help ensure that residential rental housing
built with low-income housing tax credit was accessible to persons with disabil-
ities. Since the implementation of this MOU, HUD staff members have partici-
pated at numerous meetings of State housing finance agencies to educate them
on the accessibility requirements of the Fair Housing Act. This MOU is still in
effect.

—In fiscal year 2003, HUD signed an MOU with representatives from the Na-
tional Association of Realtors, the National Association of Real Estate Brokers,
the National Association of Hispanic Real Estate Professionals, and the Na-
tional Association of Asian American Real Estate Professionals to work together
to increase minority homeownership and address housing discrimination. As
part of the MOU, the real estate associations provide fair housing information
to their members and partner with HUD and private fair housing organizations
to distribute fair housing information to minority communities. This MOU is
still in effect.

—In January 2003, HUD launched Fair Housing Accessibility FIRST (Fair Hous-
ing Instruction, Resources, Support, Technical Guidance), a FHIP-funded pro-
gram that provides training and technical guidance on the Fair Housing Act's
accessibility requirements to architects, builders, developers, and others in-
volved in the design and construction of multifamily housing. FIRST consists
of a comprehensive training curriculum that is accredited by the American In-
stitute of Architects and various local professional groups.

—In fiscal year 2007, FIRST training sessions were held in Birmingham, AL; Tuc-
son, AZ; San Jose, CA; Washington, DC; Atlanta, GA; Boise, ID; Chicago, IL;
Frankfort, KY; Lake Charles, LA; New Orleans, LA; Portland, ME; Biloxi, MS;
Jackson, MS; Bismarck, ND; Buffalo, NY; Cleveland, OH; Eugene, OR; Philadel-
phia, PA; Corpus Christi, TX; Houston, TX; and San Antonio, TX. In total,
FIRST conducted 22 training sessions and trained 1,351 persons.
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—HUD continues to fund the FIRST program at $800,000 in fiscal year 2008 and
has requested $800,000 in its fiscal year 2009 budget to continue this program.

—In fiscal year 2007, HUD and the Texas Apartment Association (TAA) signed
a Memorandum of Understanding (MOU) pledging to work together to conduct
fair housing training and outreach to rental housing providers and renters in
the State of Texas. As part of the MOU, HUD’s FIRST program has conducted
two training sessions on the accessibility requirements of the Fair Housing Act
to TAA members. This MOU is still in effect.

—In fiscal year 2008, HUD plans to negotiate an MOU with the National League
of Cities to collaborate to increase inclusive and diverse communities and
strengthening financial education at the local levels. One of the goals of the
MOU is to increase understanding of the Fair Housing Act and how fair hous-
ing is good business for local communities when dealing with unfair lending and
predatory lending practices. It is anticipated that the MOU will be signed by
the end of August 2008.

Complaint filing in fiscal year 2006 exceeded 10,000 for the first time since HUD
began to gather statistics. It is likely that the increase was a direct result of these
and other education and outreach programs and activities. HUD expects that the
number of complaints will continue to grow as it carries forth education and out-
reach activities, but at the same time acts of housing discrimination may decrease
as a result of HUD's partnerships with housing industry groups and associations.

HOPWA

Question. Why is HUD requesting the same level of funding for fiscal year 2009
as in fiscal year 2008 for the HOPWA program, even as demand for housing services
among persons living with HIV/AIDS increases?

The $14 million increase from fiscal year 2007 to fiscal year 2008 will help
HOPWA city and State grantees expand the number of clients assisted by an esti-
mated 3,500 households, from 67,000 to 70,500. The administration’s fiscal year
2009 request proposes to protect this increase in light of financial constraints which
represents a high priority over other pressing needs. HOPWA is a highly effective
and targeted program, and resources create and maintain stable housing for very
low-income persons and dramatically improve their access to the available health-
care and HIV treatments.

HOPWA FUNDING

Question. How many jurisdictions will be funded with fiscal year 2008 dollars,
both nationwide and specifically in IL? How many jurisdictions is HUD projecting
to fund with fiscal year 2009 dollars, both nationwide and specifically in IL? How
will the change in the number of jurisdictions affect the individual levels of funding
for jurisdictions?

Answer. The HOPWA program targets housing resources to States and cities to
address pressing needs for a vulnerable population, low-income persons with HIV/
AIDS and their families. Ninety percent of HOPWA funding is distributed by for-
mula to qualifying States and metropolitan areas, and the remaining grant funds
are distributed through the competitive grant process.

Formula Grants.—The HOPWA formula grant allocations, which entail 90 percent
of the program, are based on AIDS data provided annually by the Centers for Dis-
ease Control and Prevention (CDC). For fiscal year 2008, the formula portion of the
HOPWA program serves 127 jurisdictions: 40 States, 1 county, and 86 cities. Fur-
thermore, four new areas qualified for the fiscal year 2008 allocation: Bakersfield
(CA), Palm Bay (FL), Tulsa (OK), and the State of Nebraska.

Fiscal year 2008 grantees in lllinois are the State of Illinois and the Chicago-
Naperville-Joliet Metropolitan Statistical Area (MSA) Division. The city of St. Louis,
MO also provides HOPWA assistance in Illinois parts of it's MSA.

Although the Department has not yet received CDC data for 2008, the Depart-
ment estimates that several new jurisdictions will become eligible for HOPWA for-
mula funding for fiscal year 2009. The eligibility of jurisdictions is dependent up the
application of CDC data and the definitions of metropolitan statistical areas. We
cannot predict at this time how many, if any, of the new jurisdictions will be in Illi-
nois.

The addition of new formula areas does not have much of an affect on funding
levels overall as most of the new areas were already included as part of the prior
year allocations to their State. Of the 4 new areas in fiscal year 2008, the State of
Nebraska was the only area not previously part of the formula programs, and re-
ceived $306,000, a net impact of one-tenth of 1 percent on the overall formula.
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Competitive Grants.—The HOPWA program’s competitive grants have a 3-year
duration and can be renewed if successful in providing permanent supportive hous-
ing. Two grantees in lllinois received awards during the fiscal year 2005 competition
grant cycle and have indicated their interest in renewing their grants during fiscal
year 2008. The Department is currently reviewing these and would expect to make
selection in the next few months in accordance with grant renewal procedures. Addi-
tionally, there are five permanent housing grants in lllinois that would be eligible
for renewal in fiscal year 2009, as these grants are now operating under 3-year
awards made in the fiscal year 2006 grant selection.

MOVING TO WORK

Question. Members of the Illinois congressional delegation sent you a letter on De-
cember 11, 2007, requesting a minimum 5-year extension to the Chicago Housing
Authority’s 10-year Moving to Work agreement with HUD. Please explain why HUD
has not responded to the December 11, 2007 letter, as of March 25, 2008.

Answer. The Department responded to the letter on February 19, 2008. Please see
letter below.

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT,
OFFICE OF CONGRESSIONAL AND INTERGOVERNMENTAL RELATIONS,
Washington, DC, February 19, 2008.

The Honorable RicHARD J. DURBIN,
United States Senate,
Washington, DC 20510-1304.

DeArR SENATOR DuURBIN: On behalf of Secretary Alphonse Jackson, thank you for
your letter of December 11, 2007, requesting an extension of the Chicago Housing
Authority’s (CHA) Moving to Work Demonstration (MTW) agreement, which will ex-
pire in 2010. Since the demonstration was authorized in 1996, the Department of
Housing and Urban Development has worked closely with the participants in the
MTW demonstration to provide the flexibility to design and test various approaches
for providing and administering housing assistance to achieve the three objectives
outlined in the authorizing statute.

Over the last year and a half, the Department has collaborated with the MTW
agencies, including CHA, to develop a standard Amended and Restated MTW Agree-
ment (Restated Agreement) for all MTW agencies. This Restated Agreement will en-
sure both that the flexibility that MTW gives is retained and that the demonstration
provides the measurable outcomes as required for those MTW agencies extended by
the 2006 Appropriations Act. Should Congress choose to expand the number of agen-
cies eligible to participate in MTW, the Restated Agreement would better enable the
Department to manage the larger number of agencies taking advantage of MTW
flexibilities.

The final version of the Restated MTW Agreement was mailed to CHA and the
other MTW agencies on January 4, 2008, and agencies have 120 days to execute the
agreement. Under the Restated MTW Agreement, the MTW demonstration will con-
tinue until 2018, which will allow the Department to fully evaluate the impact of
initiatives developed under the demonstration.

Thank you for your interest in the Department’s programs. If | can be of further
assistance, please let me know.

MARK A. STUDDERT,
General Deputy Assistant Secretary.

MOVING TO WORK AGREEMENT

Question. According to CHA, HUD has informally agreed to extend the agreement
in meetings. Can you confirm this understanding and provide a timeline for formally
extending the agreement?

Answer. The final version of the standard Moving-to-Work (MTW) Agreement was
mailed to the Chicago Housing Authority (CHA) and the other MTW agencies on
January 4, 2008, and agencies have 120 days to execute the agreement. Under the
standard MTW Agreement, the MTW demonstration will continue until 2018, which
will allow the Department to fully evaluate the impact of initiatives developed under
the demonstration. CHA has advised us that it is considering the Agreement and
will act on it shortly.

HOMELESSNESS

Question. How does HUD expect to meet the administration’s 2001 goal of ending
chronic homelessness in 10 years given its funding request for fiscal year 2009,
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which is inadequate to cover the cost of permanent housing renewals let alone fund
the addition of new projects?

Answer. HUD originally set forth a goal of ending chronic homelessness by 2012.
As we and the U.S. Interagency Council on Homelessness worked with communities
across the Nation, city after city became engaged in taking on this challenge to end
chronic homelessness. Not all communities implemented their plan in the same
year. To secure political will and resources required more time for some commu-
nities than it did for others. Every year additional communities commit to the 10
year goal. Significantly, there is Federal, State and local commitment to achieve this
bold goal. Communities are tracking the number of chronically homeless so that
they can measure their progress. Communities are also securing Federal, State and
local government and private resources to develop housing for this population. As
a result of these efforts, nationally we saw an 11.5 percent reduction in chronic
homelessness between 2005 and 2006. The 2007 figure is scheduled to be released
in June and we expect to see further reductions.

HUD has employed creative incentives to encourage grantees across the country
to use the limited HUD funds available for new units to specifically target the
chronically homeless and thereby help meet the administration’'s goal. The Depart-
ment has designated a portion of the competitive funds to be awarded to Contin-
uums of Care (CoC) that set as their first priority, a permanent supportive housing
project for the chronically homeless. In addition, HUD has created a reallocation
process within the competition that allows CoCs to negotiate the elimination or re-
duction of grants that either no longer serve the need of the homeless in that com-
munity or have found alternative subsidy. They are thereby enabled to use the
newly available funds to create additional new permanent support housing pro-
grams. These incentives have an incremental but cumulative impact on these pro-
duction goals.

Finally it is important to note that while we continue to make progress in ending
chronic homelessness, we also continue to provide funding for renewal projects.
HUD estimates that the 2009 homeless assistance request is sufficient to fully fund
all permanent housing renewals and to provide a limited amount of funds to develop
new projects to help end chronic homelessness.

PERMANENT SUPPORTIVE HOUSING

Question. Please provide a status update on how close the agency is to the bench-
mark of 150,000 units of permanent supportive housing.

Answer. Former HUD Secretary Mel Martinez set a goal that as a Nation we cre-
ate 150,000 permanent supportive housing units for chronically homeless individ-
uals. The definition of a chronically homeless individual is a single, unaccompanied
person with a disabling condition who has either been continuously homeless for
more than a year or who has experienced at least four episodes of homelessness in
3 years.

While it is a challenging goal, HUD has instituted several incentives to meet it,
such as providing extra funding for Continuums of Care that set as their first pri-
ority for funding a permanent supportive housing project for the chronically home-
less. This incentive has led to a tremendous increase in the number of units for this
target population.

At the end of 2006, Continuums of Care reported that about 40,000 new perma-
nent supportive units were in place for the chronically homeless. In 2007, HUD
funded approximately 4,000 additional permanent supportive housing units for this
same population. These units do not include thousands of transitional housing units
for the homeless created with HUD funds since 2002. These units also do not in-
clude funds awarded under the Emergency Shelter Grants program.

Moreover, in 2008, Congress appropriated the HUD VASH (HUD VA Supportive
Housing) program, which will create 10,000 more units for homeless veterans, many
of whom are chronically homeless. Finally, the President has requested $75 million
in the fiscal year 2009 budget which would provide for approximately 10,000 addi-
tional HUD VASH vouchers for homeless veterans.

Question. How does HUD plan to reverse the trend of fewer new units? What
plans are there to ensure HUD meets the 10-year goal of establishing 150,000 units
of permanent supportive housing?

Answer. The percentage of funds needed to operate renewal projects increases
each year. The renewal burden for fiscal year 2006 was 84 percent of funds award-
ed, and in fiscal year 2007 the renewal burden was 86 percent of funds awarded.
However, the administration has requested and Congress has appropriated in-
creased funding since 2001 for HUD'’s homeless programs, which has allowed HUD
to continue to increase the number of new units created each year. With continuing
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appropriations increases, HUD will be able to continue to create even more new
units of permanent supportive housing as well as transitional housing to help home-
less families and individuals move to greater self-sufficiency.

In order to meet the ambitious goal of establishing 150,000 new units of perma-
nent supportive housing for chronically homeless persons that are to be developed
by HUD and our State and local partners, HUD focuses on this population in the
(CoC) application by awarding “bonus” funds to communities that propose new per-
manent housing for chronically homeless persons. In addition, HUD awards more
points to communities that demonstrate an emphasis on creating new housing units.

However, HUD is not working alone to meet this goal. In the annual (CoC) appli-
cation, HUD provides incentives for State and local governments and the private
sector to provide resources to develop permanent housing for the chronically home-
less and for other homeless populations. Moreover, the Interagency Council on
Homelessness has been working to help communities create local 10-year plans to
end chronic homelessness. While many of the units created under these plans are
funded by HUD, States as well as local communities are working to find additional
funding sources to create new units of permanent supportive housing.

RAPID RE-HOUSING

Question. Does HUD plan to continue the rapid re-housing demonstration funded
by Congress in fiscal year 2008? If not, please explain.

Answer. The Rapid Re-housing initiative was funded in 2008 as a one-time only
demonstration program. The administration has not requested additional funds for
this demonstration in fiscal year 2009. Included in the appropriation is funding to
conduct a rigorous evaluation to determine the effectiveness of different local pro-
grams participating in the demonstration. The grant awards will be made later this
calendar year. Once awarded, selected demonstration sites will begin collecting data
on the homeless families. Our review of the eventual study results should provide
very useful insights as to which interventions are actually effective. These findings
will help inform future programming and use of limited resources.

REDUCING HOMELESSNESS

Question. What is HUD'’s strategy for reducing the number of homeless families?

Answer. HUD’s performance objective related to homelessness underscores our
commitment to serving homeless families. It is to “End chronic homelessness and
move homeless families and individuals to permanent housing” (emphasis added).
We require each community to annually enumerate and report to HUD on the size
of their homeless family population. To address this local established need and to
achieve HUD'’s performance objective, HUD provides each year significant funding
to communities to assist their homeless families. Approximately half of all persons
assisted by HUD homeless programs are persons in homeless families.

With the recent expansion of the HUD VA Supportive Housing (HUD-VASH) Pro-
gram to sites across the Nation and the demographics of Desert Storm era veterans,
it is anticipated that many homeless military families will be housed through this
specialized HUD section 8 program.

The new $25 million Rapid Re-housing for homeless families demonstration initia-
tive will also provide valuable insights into how communities and we as a Nation
can most effectively help homeless families.

HUD’s commitment to improve its programming for homeless families is reflected
in the Department's efforts to better understand both the particular needs of home-
less families today and how to best serve them. Several studies are underway or
planned to help inform HUD and the Nation on this important subject. For instance,
a study to be conducted by HUD’s Office of Policy Development and Research enti-
tled “The Impact of Various Housing and Service Interventions on Homeless Fami-
lies” is in the early stages of being conducted. Once completed, the results will help
inform future homeless family housing and service policies.

HOMELESS ASSISTANCE FUNDING

Question. What percentage of homeless assistance funding is currently going di-
rectly to families?

Answer. Data on homelessness provided by each community to HUD indicate that
approximately 40 percent of all homeless persons are members of homeless families.
Significantly, just over 40 percent of all of HUD’s competitive homeless funds ben-
efit homeless families. As such, HUD resources are well aligned with meeting the
needs of homeless families.
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FAMILY UNIFICATION PROGRAM

Question. How and when will the Family Unification Program vouchers be issued?

Answer. We expect the Family Unification Program vouchers to be issued between
September and October 2008. HUD staff is currently working on the Notice of Fund-
ing Availability, which will explain the application procedures.

HUD—VA SUPPORTIVE HOUSING VOUCHERS

Question. How and when will the HUD-Veterans Affairs Supportive Housing
vouchers be issued?

Answer. We expect to provide funding to housing authorities by the first week of
May 2008. The actual issuance of the vouchers will depend on the referral of home-
less veterans to housing authorities by the U.S. Department of Veterans Affairs. Eli-
gibility for the program is determined by the Department of Veterans Affairs and
not the housing authorities.

QUESTIONS SUBMITTED BY SENATOR ARLEN SPECTER
MOVING TO WORK

Question. Secretary Jackson, | understand that the Department has already in-
formed the Philadelphia Housing Authority that it will not extend its successful
Moving to Work Demonstration program beyond March 31, 2008, under similar
terms and conditions. Is it true that the Department has granted similar extensions
30 times since 2000 and never denied a request for an MTW extension until now?

Answer. On February 8, 2002, the Philadelphia Housing Authority executed a
Moving-to-Work (MTW) Agreement with the Department that expired by its own
terms on March 31, 2008. Starting in the first quarter of 2006, HUD began the proc-
ess of standardizing the MTW agreements it had with the housing authorities par-
ticipating in the MTW program. In November 2005, Congress passed legislation that
mandated extensions of current MTW agreements that would otherwise expire by
September 30, 2006, and also called for data collection “so that the effect of Moving-
to-Work policy changes on residents can be measured.” (section 320(b) of the Trans-
portation, Treasury, Housing and Urban Development, the Judiciary, the District of
Columbia and Independent Agencies Appropriations Act of 2006) (Pub. L. No. 109-
115, 119 Stat. 2396 (Nov. 30, 2005)) (“section 320(b)).

The Department's development of standardized agreements was consistent with
this Congressional mandate: one of the Department’s principal objectives in devel-
oping the standardized agreement was to improve and reinforce requirements for
tracking, reporting, and evaluating the effectiveness of the MTW program in achiev-
ing the goals of the MTW legislation. In addition, through the standardized MTW
agreement, the Department sought to clarify the submission and approval processes,
and to develop standard operating procedures for the Department’s interaction with
all MTW agencies under the program.

The Department has extended MTW Agencies under their current terms in 15 in-
stances over the past 3 years, all involving PHAs in a different position than Phila-
delphia Housing Authority. The Department extended 13 MTW Agreements during
the first 9 months of 2006 under the mandate of section 320(b). Because the Phila-
delphia Housing Authority’'s MTW Agreement did not expire during the period cov-
ered by section 320(b), the Philadelphia Housing Authority does not fall within the
category of PHAs that were to receive this statutorily mandated extension.

In addition to the 13 PHAs covered by the 2006 extension provision, the Depart-
ment has extended MTW agreements for two other housing agencies since Sep-
tember 30, 2006. Each of the PHAs in those instances is in a different position than
Philadelphia Housing Authority, as each of those extensions was granted before the
Department finalized and adopted the new, standardized MTW agreement. In De-
cember 2006, the Department extended the MTW for Pittsburgh, Pennsylvania for
3 years to December 31, 2009. The Department also extended the MTW agreement
for Minneapolis, Minnesota for a 7-month period to allow for completion of the
standardized agreement. The Minneapolis Housing Authority has now signed the
new, standardized agreement. The Department has offered to execute the standard-
ized agreement with PHA, as with any other participating housing authority, but
Philadelphia Housing Authority has refused that offer.

MOVING TO WORK EXTENSION

Question. Without the MTW extension, Philadelphia Housing Authority under-
stands that as of April 1, 2008, it will no longer be eligible to receive as much as
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$50 million in Federal assistance, including approximately $25 million in section 8/
housing choice voucher funds. Is that your understanding? Can you assure me that
the Philadelphia Housing Authority will continue to receive the same allocation of
Federal funds if its MTW designation is not extended?

Answer. The Department does not agree that the Philadelphia Housing Authority
would lose $50 million in funding because of this transition. The Department has
made a comparison of the Philadelphia Housing Authority's funding under both the
MTW agreement and current regulations and can find no basis for such a claim.
Indeed, even the legal declarations made by the Philadelphia Housing Authority as
part of its lawsuit against the Department only reference the $13,050,000 associated
with the diversion of over 2,000 units worth of Housing Choice Voucher funding
(MTW Activity Vouchers) for other purposes in support of the Philadelphia Housing
Authority’s public housing program. Even as the Philadelphia Housing Authority
makes the transition to become a traditional non-MTW housing authority, it does
not automatically lose this funding. Rather, the $13 million would be applied to-
wards the Philadelphia Housing Authority’s traditional Housing Choice Voucher
Program, allowing it to provide 2,000 units of much-needed housing assistance to
the low-income residents of Philadelphia.

HOUSING DISCRIMINATION

Question. What concrete steps will HUD be taking to increase the percentage of
persons who file complaints in response to the belief that they have been victims
of housing discrimination?

Answer. HUD's fair housing mission is to eradicate housing discrimination. HUD
plays several roles in this mission: (1) to increase public awareness of the Fair
Housing Act; (2) to educate housing providers on their rights and responsibilities
under the Fair Housing Act to reduce the number of occurrences of housing dis-
crimination; and (3) to enforce the provisions of the Fair Housing Act.

HUD believes that persons cannot report housing discrimination unless they un-
derstand their fair housing rights and the recourse available to victims of discrimi-
nation. In order to increase the percentage of persons that report housing discrimi-
nation, HUD has engaged in media campaigns and other activities to raise public
awareness of fair housing. These activities are described in the answer responding
to Senator Durbin’s question, “How does HUD plan to increase public awareness of
existing fair housing laws?”

Moreover, HUD has conducted many of these activities in languages other than
English in order to reach persons with limited English proficiency. For example, in
fiscal year 2004, HUD, in conjunction with the Advertising Council, launched a fair
housing education campaign through a series of public service announcements. This
campaign consisted of two television advertisements, two radio advertisements and
two print advertisements, in English and Spanish.

Additionally, in fiscal year 2005, HUD produced five new fair housing radio adver-
tisements. Two of these advertisements were in Spanish and two of these were in
Cantonese, Hmong, Korean, and Vietnamese. Starting in fiscal year 2005, HUD also
produced fair housing print advertisements in Arabic, Bengali, Cantonese, Hmong,
Khmer, Korean, Punjabi, Thai, Urdu, and Vietnamese.

Furthermore, HUD’s 2005 Study—"“Do We Know More Now?" concludes that un-
less a person who has been discriminated against can see benefits in filing a com-
plaint, he/she is unlikely to do so. Therefore, HUD makes a conscious effort to pub-
licize the outcomes of its fair housing enforcement efforts to help encourage persons
to report housing discrimination. HUD believes that publicizing the results of its en-
forcement efforts helps build public trust in its enforcement efforts, and, in turn,
increases the likelihood that persons will report housing discrimination.

In February 2007, the CNN program Open House aired a segment on housing dis-
crimination. The segment featured an interview with Assistant Secretary Kim
Kendrick and Nannatte Bishop, an African-American woman who filed a complaint
with HUD alleging that Fifth Third Bank denied her application for mortgage loan
because of her race. HUD negotiated a $125,000 settlement in this case. An esti-
mated 665,000 people may have viewed this broadcast.

HUD is also building the public trust in its enforcement efforts by training the
approximately 500 full-time investigators employed by the more than 100 State and
local government agencies that are certified through its Fair Housing Assistance
Program (FHAP). In fiscal year 2004, HUD opened the National Fair Housing
Training Academy (the Academy) to provide training and certification to ensure that
FHAP and now HUD investigators have the necessary skills to conduct thorough
and timely investigations.
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The Academy offers a 5-week program, which covers fair housing laws, investiga-
tive skills, negotiation skills, litigating fair housing cases, and many other topics.
After completlng the 5-week program, the investigators must pass a comprehensive
examination in order to receive a certificate of completion from the Academy. At of
the end of fiscal year 2007, a total of 174 investigators have completed the 5-week
basic training course.

However, HUD is not simply waiting for persons to file complaints. HUD has in-
creased the use of its Secretary-initiated enforcement authority to eliminate dis-
criminatory housing practices. Under the Fair Housing Amendments Act of 1988,
the Secretary of HUD, in the public interest, has the authority to conduct an inves-
tigation and file a complaint when there is reason to believe that an alleged dis-
criminatory housing practice has occurred or is about to occur, even when no ag-
grieved person has filed a complaint. HUD also uses its Secretary-initiated enforce-
ment authority when it receives an individual complaint, but believes there may be
additional victims of the discriminatory act or wants to obtain broader relief in the
public interest.

Secretary-initiated enforcement authority allows HUD to take proactive measures
to eliminate housing discrimination and ensure equal housing opportunity. In fiscal
year 2007, HUD filed 12 Secretary-initiated complaints and launched four additional
Secretary-initiated investigations. These investigations include a complaint against
a management company alleging that it refused to rent to African-Americans, a
complaint against brokerage organizations alleging that they limited their member-
ship on the basis of religion, and a complaint against housing providers alleging
that they prohibited families with children.

At the same time that HUD is increasing public awareness of the Fair Housing
Act, HUD is taking steps to work with its housing industry members to reduce
housing discrimination. For example:

—In fiscal year 2000, HUD signed a Memorandum of Understanding (MOU) with
the Department of Justice and the Department of the Treasury setting forth
procedures each signatory agency would follow in reporting Fair Housing Act
violations. The MOU also outlined options for fair housing education for those
involved in the financing, construction, and operation of low-income housing tax
credit properties. For example, to help ensure that residential rental housing
built with low-income housing tax credit was accessible to persons with disabil-
ities. Since the implementation of this MOU, HUD staff members have partici-
pated at numerous meetings of State housing finance agencies to educate them
on the accessibility requirements of the Fair Housing Act. This MOU is still in
effect.

—In fiscal year 2003, HUD signed an MOU with representatives from the Na-
tional Association of Realtors, the National Association of Real Estate Brokers,
the National Association of Hispanic Real Estate Professionals, and the Na-
tional Association of Asian American Real Estate Professionals to work together
to increase minority homeownership and address housing discrimination. As
part of the MOU, the real estate associations provide fair housing information
to their members and partner with HUD and private fair housing organizations
to distribute fair housing information to minority communities. This MOU is
still in effect.

—In January 2003, HUD launched Fair Housing Accessibility FIRST (Fair Hous-
ing Instruction, Resources, Support, Technical Guidance), a FHIP-funded pro-
gram that provides training and technical guidance on the Fair Housing Act's
accessibility requirements to architects, builders, developers, and others in-
volved in the design and construction of multifamily housing. FIRST consists
of a comprehensive training curriculum that is accredited by the American In-
stitute of Architects and various local professional groups.

—In fiscal year 2007, FIRST training sessions were held in Birmingham, AL; Tuc-
son, AZ; San Jose, CA; Washington, DC; Atlanta, GA; Boise, ID; Chicago, IL;
Frankfort, KY; Lake Charles, LA; New Orleans, LA; Portland, ME; Biloxi, MS;
Jackson, MS; Bismarck, ND; Buffalo, NY; Cleveland, OH; Eugene, OR; Philadel-
phia, PA; Corpus Christi, TX; Houston, TX; and San Antonio, TX. In total,
FIRST conducted 22 training sessions and trained 1,351 persons.

—HUD continues to fund the FIRST program at $800,000 in fiscal year 2008 and
has requested $800,000 in its fiscal year 2009 budget to continue this program.

—In fiscal year 2007, HUD and the Texas Apartment Association (TAA) signed
a Memorandum of Understanding (MOU) pledging to work together to conduct
fair housing training and outreach to rental housing providers and renters in
the State of Texas. As part of the MOU, HUD’s FIRST program has conducted
two training sessions on the accessibility requirements of the Fair Housing Act
to TAA members. This MOU is still in effect.
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—In fiscal year 2008, HUD plans to negotiate an MOU with the National League
of Cities to collaborate to increase inclusive and diverse communities and
strengthening financial education at the local levels. One of the goals of the
MOU is to increase understanding of the Fair Housing Act and how fair hous-
ing is good business for local communities when dealing with unfair lending and
predatory lending practices. It is anticipated that the MOU will be signed by
the end of August 2008.

Complaint filing in fiscal year 2006 exceeded 10,000 for the first time since HUD
began to gather statistics. It is likely that the increase was a direct result of these
and other education and outreach programs and activities. HUD expects that the
number of complaints will continue to grow as it carries forth education and out-
reach activities, but at the same time acts of housing discrimination may decrease
as a result of HUD's partnerships with housing industry groups and associations.

SUBCOMMITTEE RECESS

Senator MURRAY. We will recess subject to the call of the Chair.

[Whereupon, at 11:17 a.m., Thursday, March 13, the sub-
committee was recessed, to reconvene subject to the call of the
Chair.]
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