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(1) 

H.R. 4868, THE HOUSING PRESERVATION 
AND TENANT PROTECTION ACT OF 2010 

Wednesday, March 24, 2010 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING AND 

COMMUNITY OPPORTUNITY, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 10:12 a.m., in room 

2128, Rayburn House Office Building, Hon. Maxine Waters [chair-
woman of the subcommittee] presiding. 

Members present: Representatives Waters, Velazquez, Cleaver, 
Green, Ellison, Donnelly, Driehaus, Himes, Maffei; Capito, Biggert, 
and Jenkins. 

Mr. CLEAVER. [presiding] Let me first of all apologize for the late 
start. The Chair should be here shortly. Chairwoman Waters will 
join this important subcommittee hearing today on H.R. 4868, the 
Housing Preservation and Tenant Protection Act of 2010. 

I would like to express appreciation to the chairwoman of this 
committee, Maxine Waters, and the ranking member, Ms. Capito. 
And I think this is a very important meeting. 

While the Financial Services Committee has held a number of 
hearings in recent years addressing threats to the Nation’s afford-
able housing inventory, this hearing will focus on the policy provi-
sions contained in the legislation, including the impact of the loss 
of affordable housing properties on residents, efforts by the Federal 
Government and nongovernment organizations to recapitalize and 
preserve the affordable or federally- and State-assisted properties, 
and the cost of preserving affordable housing units compared to 
building or acquiring new units. 

Our chairman, Barney Frank, introduced H.R. 4868 on March 
17, 2010. This bill, as the chairman explains it, is intended to pre-
serve the Nation’s existing stock of federally- and State-assisted af-
fordable housing, multifamily rental units in both urban and rural 
communities, and to protect low-income tenants, many of whom are 
elderly and disabled, from being displaced by higher rents caused 
by conversion to market rate housing. 

I am delighted that the Chair has called this hearing, and also 
delighted to see that HUD is representated here today by Ms. 
Galante. Now, we will have an opening statement from the ranking 
member, Ms. Capito. 

Mrs. CAPITO. Thank you, Mr. Chairman. And I thank Chair-
woman Waters for holding this hearing today on the legislation in-
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troduced by Chairman Frank, H.R. 4868, which is designed to ad-
dress the preservation of the existing affordable housing stock. 

Since the 1960’s, the Federal Government has supported the pro-
duction of privately-owned properties that are affordable to low- 
and moderate-income families, those with incomes 80 percent or 
less of the area median income. 

HUD has historically supported the building and maintaining of 
affordable housing by offering property owners affordable—or, ex-
cuse me, favorable mortgage financing, long-term rental assistance 
contracts, or both, in exchange for owners’ commitments to house 
low-income tenants for at least 20 years, and in some cases up to 
40 years. 

The worry has always been that as these contracts expire or 
reach maturity, current owners will choose to convert the prop-
erties to market rate, which will translate into significant loss of 
existing affordable housing stock. Congress has grappled with how 
best to achieve the goal of preservation. 

I think it is important to highlight the important role that the 
private sector has played in the availability of affordable housing. 
Over the years, the creation and preservation of affordable housing 
has been a collaborative public/private partnership. 

While the Federal Government has played a key role in the 
availability of affordable housing for low- and moderate-income 
families, it would not have been possible without private sector 
participants. And in that regard, both for-profit and nonprofit enti-
ties have been important participants in efforts to preserve afford-
able housing. 

For this reason, I think it is imperative that any legislation de-
signed to preserve the assisted housing inventory must recognize 
the complexity of preservation transactions, and it must incentivize 
rather than penalize those who participate. 

Unfortunately, I share many of the concerns that will be raised 
today by some of our witnesses, and that are outlined in the letter 
that I am going to ask to submit with unanimous consent dated 
March 23rd and signed by many of the private sector participants 
who construct and preserve affordable housing. 

I am concerned that some of the provisions included in H.R. 4868 
may discourage future private sector participation in Federal hous-
ing programs, and ultimately limit the availability of affordable 
housing. One of the more problematic provisions in H.R. 4868 is 
Section 107, which creates a Federal right of refusal, which is seen 
by some as an abrogation of housing assistant contracts or mort-
gage agreements. 

In addition, many of the provisions included in this bill, such as 
increased enhanced vouchers and project-based vouchers, and a re-
quirement that HUD convert rental assistance payments to Section 
8 project-based vouchers, and the grant and loan sections in Sec-
tion 102, carry significant costs. At this time of significant budget 
deficits, I am just not sure where we will find the funds to pay for 
these new and costly provisions. 

I want to take this opportunity to welcome our witnesses on both 
panels, and to again commend my colleagues for their work and 
commitment to preserving affordable, decent housing for low- and 
middle-income families. 
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Thank you. And I do ask unanimous consent to submit this letter 
for the record. 

Mr. CLEAVER. Without objection, it is so ordered. 
We now recognize the gentleman from New York, Mr. Maffei. 
Mr. MAFFEI. Thank you, Mr. Chairman. I just have one com-

ment. I am very grateful to you and to Chairwoman Waters and 
to Ms. Capito for having this hearing, and to all the witnesses for 
being here. 

In terms of protecting our housing stock, I would like, if possible, 
for the witnesses to address at some point, both the first and sec-
ond panels, issues of urban planning and sprawl. 

And one of the concerns in my area of the country, in upstate 
New York, is as some of the housing stock gets moved, some of it— 
the owners may want to graduate from affordable housing, etc. 

And new affordable housing tends to get built in the suburbs, 
putting more of a strain on our infrastructure. And though in the 
short run, it might be better—you just want to get more housing 
for people—in the long run, it ends up hurting our overall urban 
structure, our school districts, etc., and putting more strain on our 
infrastructure. 

So I would be very pleased if the witnesses could address that 
at some point that they feel it is appropriate. I thank the Chair. 
And I yield back. 

Mr. CLEAVER. Thank you. 
The Chair recognizes Ms. Biggert. 
Mrs. BIGGERT. Thank you, Mr. Chairman. I would like to thank 

Chairwoman Waters for holding this important hearing. And I 
would also like to thank Chairman Frank for including in H.R. 
4868 the language that I worked on with Mr. Maloney of Florida 
during the 110th Congress to streamline and simplify the develop-
ment of affordable housing for our seniors. 

During the last Congress, I co-sponsored H.R. 2930, Section 202, 
Supportive Housing for the Elderly Act of 2007, which the House 
passed by voice vote on December 5, 2007. Like H.R. 2930, Title 
7 of the bill under discussion today provides the necessary flexi-
bility to the Section 202 program so that local community groups 
can best serve the needs of our seniors. 

It also proposes changes to the program to enable better use of 
mixed financing—tax credits, grants, and loans—to preserve and 
build housing for seniors. And finally, it expands refinancing oppor-
tunities. 

Mr. Mike Frigo, the vice president of Mayslake Village, which is 
located in my district, testified in September 2007 about the bene-
fits these reforms could provide to helping Mayslake rehabilitate 
around 100 apartments that were no longer rentable to seniors. He 
also testified that H.R. 2930 included reforms that would provide 
refinancing and rehabilitation opportunities so that the 100 empty 
units could again be rented for another 40 years. 

In addition, Mr. Frigo said that rehabilitating this Mayslake 
building would cost $10 million to rehabilitate, versus $15 million 
to build a new facility, a cost savings of $5 million. 

I also support Title 7 of H.R. 4868, as well as other incentive- 
based approaches to rehabilitating and preserving existing housing 
stock for another 40 years, as Mike Frigo mentioned. 
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However, I have great concerns about the provisions in this bill 
that would discourage private sector, nonprofit, as well as for-profit 
individuals and organizations from utilizing the Federal housing 
programs, and therefore dramatically reducing their participation 
in making available units of rental housing to low-income individ-
uals and families. 

I am particularly concerned with sections of the bill, for example, 
Section 107 and 108. As with the Section 202 program, we have 
learned that encouraging owners to preserve units is a common- 
sense and cost-effective approach to maintaining housing for low- 
income people. 

It is important that these programs continue to provide incen-
tives, not mandates, so that there is voluntary and greater partici-
pation. I was encouraged by statements issued by Chairman Frank 
in his March 18th press release that: ‘‘We are committed to work-
ing with current owners of these affordable housing units.’’ 

So I look forward to improving this legislation with Chairwoman 
Waters, Chairman Frank, and Ranking Member Capito. And with 
that, I would yield back the balance of my time. 

Chairwoman WATERS. Mr. Green, do you have an opening state-
ment? 

Mr. GREEN. Yes, I do, Madam Chairwoman. Thank you, Madam 
Chairwoman, and I thank the witnesses as well. 

I would also like to thank the chairman of the full— 
Chairwoman WATERS. I don’t think your microphone is on. 
Mr. GREEN. Musical chairs early in the morning can be fun. 
Reclaiming my time, I would also like to thank Chairman Frank, 

especially Chairman Frank and Chairwoman Waters, for the letter 
that we sent to HUD addressing a concern with reference to afford-
able housing. 

And I would like to make this letter a part of the record. The let-
ter made an inquiry with reference to what the intentions of HUD 
were in terms of helping us with the first right of purchase and 
third party beneficiary status. I would like to make it, without ob-
jection, a part of the record, Madam Chairwoman. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. GREEN. Also, I would like to thank Chairman Gutierrez and 

the many persons who sponsored a letter or were signatories to it 
that went to Chairman Frank and Chairwoman Waters. And this 
letter addressed and outlined the concerns associated, again, with 
these two key pieces of concern, first right of purchase and third 
party beneficiary status. 

I would like to make this a part of the record, without objection, 
as well. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. GREEN. Thank you. The concern that I would like to call to 

the attention of the committee is one that relates to the affordable 
housing stock that is being depleted by virtue of properties that 
came online and are not deteriorating, or properties that may be 
sold because they are no longer under contract with owners who 
purchased them such that they could become a part of the afford-
able housing stock. 

These properties are important to us, especially at this time 
when we have this housing crisis in the country. And what we have 
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attempted to do in the legislation is propose that there be an oppor-
tunity for the tenants to purchase the property, a first right of pur-
chase, which does not mean that the owner has an absolute obliga-
tion to sell to tenants. 

It does mean that the owner would go out and seek an oppor-
tunity to have a buyer purchase at market rate, and then, upon 
finding this buyer, could give the tenants—by and through HUD, 
I might add—the opportunity to purchase. HUD would have the op-
portunity to actually make the purchase, but could assign this to 
the tenants. 

We believe that this would allow these apartments, these units, 
these multifamily dwellings, to stay within the affordable housing 
stock, given that it costs much more to produce new stock at this 
time, and given that for every unit that we construct, it appears 
that we may be losing two units; which means that if construction 
alone is utilized, we will not maintain the stock at its current rate. 

Before my time expires, I would just like to make one final com-
ment, which is that we have a third party beneficiary status with 
HUD such that these tenants would have the opportunity to take 
some of their concerns to HUD. And if the concerns are not ad-
dressed, then the tenants could literally litigate themselves, which 
would relieve HUD of some of its responsibilities and actually be 
of help to HUD. 

I will say more about these things at a later time. I thank you 
for your leniency, Madam Chairwoman, and I yield back the time 
that I do not have. 

Chairwoman WATERS. Thank you very much. 
At this time, I would like to welcome our distinguished first 

panel. Our first witness will be Ms. Carol Galante, Deputy Assist-
ant Secretary for Multifamily Housing, U.S. Department of Hous-
ing and Urban Development. Our second witness will be Ms. 
Tammye Trevino, Administrator, Rural Housing Service, U.S. De-
partment of Agriculture. 

Ms. Galante? 

STATEMENT OF CAROL GALANTE, DEPUTY ASSISTANT SEC-
RETARY FOR MULTIFAMILY HOUSING, U.S. DEPARTMENT OF 
HOUSING AND URBAN DEVELOPMENT 

Ms. GALANTE. Good morning, Chairwoman Waters, Ranking 
Member Capito, and distinguished members of the subcommittee. 
Thank you for the opportunity to testify on behalf of the Depart-
ment today on the Housing Preservation and Tenant Protection Act 
of 2010. 

Chairwoman Waters, I would first like to express my gratitude 
on behalf of the Department for yours and Chairman Frank’s tire-
less leadership on the issue of affordable housing preservation. 
With the introduction of this legislation, we have the opportunity 
to move forward together to safeguard affordable shelter for our 
families and neighbors in need, and to improve and revitalize mul-
tifamily properties that anchor our communities. HUD is proud to 
provide project-based rental assistance to more than 1.4 million 
households throughout the country. We value our partnership with 
private owners of the thousands of assisted properties across our 
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portfolio. Through these partnerships, we are able to offer safe, de-
cent, and affordable shelter. 

However, despite the deduction of so many of our partners, these 
housing resources are at risk. We are deeply concerned about ongo-
ing loss of long-term affordability in these properties. Today, more 
than 1,700 properties nationwide are financed with HUD direct or 
insured mortgages that will mature within 5 years. 

These properties offer affordable housing to nearly 200,000 fami-
lies through an array of HUD rental assistance programs. HUD 
maintains the affordability of these properties through recorded 
use agreements. 

When the mortgages mature or expire, so will the HUD afford-
ability use restrictions. Without the presence of such restrictions, 
owners will have more incentives and face more market pressure 
to opt out of Section 8 HAP contracts. 

For those properties with project-based rental assistance, current 
tenants would be protected through the provision of enhanced 
vouchers. Our concern is, of course, for those tenants, but also for 
the long-term affordability of these properties. Unless we take ac-
tion, these affordable units may be lost to future generations. 

Built some 30 or 40 years ago, many of these aging properties 
have deferred maintenance or obsolete systems, and are in need of 
refurbishment and significant upgrading. Some are at risk of de-
fault or foreclosure, casualties of the down economy. 

In order to break free of HUD regulatory oversight and/or cap-
ture equity, some owners continue to opt out of Section 8 assistance 
and sell their properties to private entities. Some 335,000 apart-
ments receive Section 8 assistance that will expire within one year 
unless owners make the choice to renew assistance contracts. Own-
ers have opted out of more than 550 Section 8 contracts in the last 
5 years, stripping rental assistance from 9,000 units. 

In any scenario, when Section 8 assistance is lost and afford-
ability restrictions expire, the loss reverberates across commu-
nities. As you know, HUD offers no new project-based rental assist-
ance to replace such lost Section 8 units, although we do protect 
the assisted tenants. 

That is why HUD supports the fundamental principles of this 
bill. With some refinements, we believe this legislation will provide 
HUD with additional tools to facilitate the preservation work that 
can renew and protect our multifamily properties. 

Red tape should never stand in the way of an owner making a 
choice to be a good steward of an affordable property. The Depart-
ment applauds the bill’s focus on streamlining regulatory require-
ments. Sections 110, 111, 201, and 204 allow owners to use project 
resources to improve their properties and leverage State and local 
private financing. 

Section 110 gives HUD the authority to assign and forgive or 
defer flexible subsidy loans for preservation, refinances, or acquisi-
tions. Section 111 enables owners to tap a residual receipts account 
to fund new capital improvements or facilitate preservation pur-
chase. 

Section 204 allows the Department to approve Section 8 rents at 
post-rehab levels, which we know from experience can be used by 
owners to refinance properties. Section 201 would facilitate the 
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transfer of Section 8 contracts from one building to another, pro-
tecting rental assistance as properties enter into obsolescence. 

And while some of these measures are already under way or 
could be achieved administratively by HUD, the clear direction that 
the bill provides is quite welcome. Together, these sections make 
preservation deals more viable. 

We also support the principle of helping move at-risk preserva-
tion-worthy properties into the hands of preservation purchasers. 
Section 106 of the bill, the Preservation Exchange Program, pro-
vides incentives to owners who agree to sell their properties to pur-
chasers who will maintain long-term affordability. Regulatory waiv-
ers, streamlining processing, and other project resources can be 
powerful incentives, and we believe many owners will take advan-
tage of this opportunity. 

[The prepared statement of Deputy Assistant Secretary Galante 
can be found on page 46 of the appendix.] 

Chairwoman WATERS. Thank you very much. 
I will now call on our second witness, Ms. Tammye Trevino. 

STATEMENT OF TAMMYE TREVINO, ADMINISTRATOR, RURAL 
HOUSING SERVICE, U.S. DEPARTMENT OF AGRICULTURE 

Ms. TREVINO. Chairwoman Waters, Ranking Member Capito, and 
members of the subcommittee, thank you for the opportunity to ap-
pear before you to discuss multifamily housing preservation in 
rural America. 

This is a critically important issue, and in broad terms, we be-
lieve that the strategy outlined in the Rural Housing Preservation 
Act of Title 8 of the proposed legislation is very promising. 

I would like to thank all those involved with this legislation, both 
in this session of Congress and in previous sessions, for your hard 
work. I am pleased to testify before you today on behalf of Sec-
retary Tom Vilsack, Under Secretary Dallas Tonsager, and the 
USDA Rural Housing Service. 

At the USDA, we advocate a strong national housing policy that 
both supports the American dream of homeownership and provides 
affordable rental opportunities. We are greatly encouraged by the 
committee’s focus on legislation that will create national housing 
preservation standards for all government agencies that specialize 
in housing assistance, especially in rural America. 

We further believe that your goals and ours are the same in both 
the desire to preserve the Nation’s existing stock of federally-as-
sisted, affordable multifamily rental housing, and the protection 
from displacement of low-income families, especially the elderly 
and the disabled. 

For 60 years, our rural housing programs have provided invalu-
able support for low- and very low-income families in rural areas. 
In the current economy, the challenges that have faced rural com-
munities for decades have grown more acute. 

Recent studies show there are there are 386 persistent poverty 
counties in the United States. Of these 386 counties, 340, almost 
90 percent, are considered rural counties. The same study indicates 
that persistent poverty and the degree of rurality are also linked. 
The poverty rate is the highest in the completely rural counties. So 
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not only do rural Americans earn less than their urban counter-
parts, they are also more likely to live in poverty. 

Rural development multifamily housing programs were estab-
lished because sufficient access to capital and credit was not avail-
able to serve the needs of the very low-income renters who wish to 
live and work in rural communities. The need to preserve the Na-
tion’s existing stock of federally-assisted, affordable multifamily 
rental housing, and the protection from displacement of low-income 
families, especially the elderly and disabled tenants in rural Amer-
ica, gave rise to the Multi-family Preservation and Revitalization 
Demonstration Program that began in 2006. 

MPR is in its fourth year of existence. To date, rural develop-
ment has obligated over 400 MPR revitalization transactions for 
Section 515 properties that will affect close to 14,000 tenant house-
holds. 

Currently, our MPR program is authorized as a demonstration 
program, with no permanent authority. The lack of permanent au-
thorization makes it difficult for the agency to promulgate perma-
nent program regulations and to address long-term issues. By pro-
viding permanent authorization, the legislation would dramatically 
enhance the quality of the multifamily housing stock and protect 
tenants in rural America. 

In rural America, low-income residents continue to be under-
served, especially given the current economic environment. For ex-
ample, turbulence in the housing credit investment market has had 
some effect on rural deals in the preservation pipeline. 

While the vast majority of approved MPR transactions are now 
closed, the recent depletion of investors due to market instability 
has reduced equity that is available to be brought into low-income 
housing tax credit transactions in rural areas. 

Half of all MPR transactions funded include transfers as part of 
the revitalization transaction. This has slowed the rate of closing 
for MPR transactions obligated during Fiscal Years 2008 and 2009, 
that included a transfer dependent on low-income housing tax cred-
it funding. 

At USDA Rural Housing, we are pleased with five key features 
in your proposed legislation: 

Number one, it provides the agency with a number of revitaliza-
tion tools that provide cost-effective preservation options for the ex-
isting multifamily housing rental portfolio. 

Number two, it contains enhanced voucher authority that will 
protect tenants and properties that leave the program, as well as 
ensuring long-term affordability for tenants through long-term use 
agreements. 

Number three, it includes RD’s farm labor housing programs. 
Number four, it includes provisions for long-term viability plan-

ning. 
And number five, it introduces the concept of a national database 

that will give us access to the information needed to track Amer-
ica’s affordable housing. Passage of the bill codifies the Demonstra-
tion Program and will provide additional tools and incentives to our 
current 515 program. 

In general, we support the principles reflected in the bill, and 
look forward to working with Congress to approve this legislation. 
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It is my goal to assist Secretary Vilsack and President Obama in 
working with the committee and our public and private partners to 
spur economic growth and create a lasting foundation in the heart 
of rural America. 

[The prepared statement of Administrator Trevino can be found 
on page 111 of the appendix.] 

Chairwoman WATERS. Thank you very much. 
In the interest of time, Ms. Velazquez, who chairs another com-

mittee, will have to leave. I am going to yield to her to begin the 
questioning. I will recognize you for 5 minutes, Ms. Velazquez. 

Ms. VELAZQUEZ. Thank you, Madam Chairwoman. 
Ms. Galante, while the market for single-family homes shows 

some signs of stabilizing, many multifamily apartment buildings 
remain at significant risk of default and foreclosure, with buildings 
overleveraged and lacking sufficient rent rolls to support operating 
expenses and maintenance. 

Does HUD have adequate tools to address this problem, since 
FHA and the GSEs currently represent about 90 percent of today’s 
multifamily market? 

Ms. GALANTE. Thank you for that question. You know, clearly, in 
the market today, you are correct that single-family is stabilizing. 
I think most economists would say that the multifamily sector is 
behind in terms of that overall recovery, and so that there is sig-
nificant stress in the multifamily sector, particularly the private 
market rate market, not so much in the affordable stock. 

So in terms of the FHA multifamily insured loans, we do have 
significant tools to deal with distressed properties. I think gen-
erally in the marketplace, there is concern that some privately fi-
nanced market rate complexes don’t have the similar tools to take 
care of those needs. 

Ms. VELAZQUEZ. Well, the reason that I am asking that question 
is that I am concerned about the fate of tenants who live in multi-
family buildings that are at risk of default or foreclosure. We all 
know the ripple effects of this investment in this development can 
affect entire communities. 

So what are some of the ways that provisions in H.R. 4868 will 
help you in addressing this issue? 

Ms. GALANTE. There is a provision that strengthens HUD’s abil-
ity to deal with its own portfolio of distressed properties. There are 
not provisions in this bill that would impact those other private 
market rate types of properties. 

Ms. VELAZQUEZ. And the legislation being discussed today at-
tempts to help owners of federally-assisted housing find viable, 
long-term purchasers for their properties through a voluntary pres-
ervation exchange program, Section 106 of the bill. 

Given the voluntary nature of this program, however, do you 
think sufficient numbers of owners will participate in this pro-
gram? 

Ms. GALANTE. I am quite optimistic that Section 106, the vol-
untary preservation exchange program, will enable a significant 
number of private owners to make the choice to stay with the HUD 
programs. And that in conjunction with some of the other stream-
lining of red tape that we are doing as part of this legislation, I 
think, will be quite successful. 
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Ms. VELAZQUEZ. Ms. Galante, you know that the bill under con-
sideration will establish a right of first refusal. Housing advocates, 
however, believe that the right of first refusal provides weaker pro-
tections for affordable housing than a first right of purchase, which 
has shown great success in a State like Illinois. 

Do you believe that the right of first refusal should be strength-
ened to provide greater protections for tenants? 

Ms. GALANTE. We have concerns about—and you heard Secretary 
Donovan mention this back in June when there was a preservation 
hearing—with the mechanics of whether it is the right of first pur-
chase or the existing Section 107 here. 

Both of those provisions, you know, have significant challenges 
in terms of implementation in this private market ownership envi-
ronment that we have. So we think that, you know, those could be 
challenging to implement and to legally mandate. 

Ms. VELAZQUEZ. Okay. Thank you. Thank you, Madam Chair-
woman. 

Chairwoman WATERS. Ms. Capito? 
Mrs. CAPITO. Thank you. 
I want to stay with that topic that we were just talking about, 

Ms. Galante. In terms of—you mentioned Secretary Donovan, who 
was here in June, and his experience in New York had solidified 
his opinion that incentives for preservation work much better than 
perceived mandates. Section 106, the preservation exchange, I 
think, reflects what the Secretary has in mind. 

But then Section 107 turns around and includes a Federal first 
right of refusal. Do you think there is any conflict between the two, 
Section 106 and 107, and what would be the results of trying to 
enforce both of those? 

Ms. GALANTE. Well, my reading of the bill is that if you volun-
tarily agree to participate in Section 106, that while you are par-
ticipating in that, Section 107 would not apply. So in that way, I 
don’t think there is a direct conflict. But, you know, they are philo-
sophically different approaches. 

Mrs. CAPITO. Right. And I want to talk again about Section 107, 
which provides the right of first refusal, for either HUD or an ap-
proved assignee to purchase low-income assistance properties at 
the fair market value to prevent those from drifting away from the 
affordable housing stock. 

I am concerned about allowing HUD to purchase these prop-
erties. I am assuming that—would this be the first time that HUD 
has entered into these kinds of arrangements? Where exactly 
would this money come from? How does HUD decide to value the 
properties? How long does HUD intend to hold the investments, 
and all kinds of questions surrounding that? Could you speak about 
that section a little bit? 

Ms. GALANTE. Yes. I am not sure I can answer all of those ques-
tions. I don’t know if this is the first time that HUD has done this. 
I am not aware of other circumstances. But I am relatively new to 
the Department, so I can’t speak to that. 

I think that the section does provide for HUD to assign its rights 
to another entity. And clearly— 

Mrs. CAPITO. So that would be after HUD—not after HUD pur-
chases, but assigns their right of first refusal to somebody? 
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Ms. GALANTE. Correct. 
Mrs. CAPITO. So who else would that be? 
Ms. GALANTE. Well, HUD would have to establish a proposed 

panel of bidders, so to speak, or preservation-minded entities that 
would like to purchase these properties. And we would have to 
have some kind of program set up to enable folks to come in and 
step in, essentially, to HUD’s shoes in this case unless HUD want-
ed to take on doing that themselves. 

Mrs. CAPITO. Well, with HUD’s—I mean, I just think that this 
is obviously not fully fleshed out, this whole idea of right of first 
refusal. And I think it is something that if it is going to entail 
HUD actually purchasing the properties, or managing the prop-
erties, or how long are they going to hold the investments, it really, 
I think, puts a—with HUD’s reputation for technological chal-
lenges, I think it will put another technological challenge onto an 
already overburdened staff. 

I would like to ask Administrator Trevino a question. You and 
I talked about this, actually, on the phone. The 502 single-family 
loan guarantee program will exhaust its funding by the end of 
April. And we have already heard that lenders are already stopping 
taking applications for this program because they are concerned 
that their funding is not going to be there. I have received numer-
ous e-mails from folks who use this program and say it is a great 
program, but are concerned about the lack of programs. 

How many American families have used the program so far? And 
how critical is this for rural families? And do you believe that— 
what are you doing to continue the viability of this program 
through the end of this fiscal year? 

Ms. TREVINO. Just based on our numbers that we have, we had 
over 85,000 homeowners who went through the guarantee program, 
so it was very highly successful. It was our first program in hous-
ing that used up all its funding. And that happened actually in De-
cember. 

So it is a very popular program. We have four major lenders that 
participate in the program, as well as numerous smaller ones. 

Mrs. CAPITO. And what are you doing to see that this can con-
tinue from the end of April to the end of the fiscal year, where we 
are going to have the shortfall? 

Ms. TREVINO. At the current time, there are folks at a lot higher 
level than I am that are weighing the options. There are several 
options. The two more popular ones are fee-based options. And that 
decision will be made at a higher than I, and so at some point we 
hope to have some type of resolution. 

Mrs. CAPITO. All right. Well, I am very interested in the results 
of this, as I expressed to you on the phone the other day, and 
would love to participate in trying to help find a solution to this 
program. 

Ms. TREVINO. Thank you. I appreciate that. 
Mrs. CAPITO. Thank you. 
Chairwoman WATERS. Thank you very much. I will recognize my-

self for 5 minutes. 
As you can see, there is a lot of interest in the Section 107 Fed-

eral first right of refusal. As you know, some of us are interested 
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in the opportunity for tenants to own property if the opportunity 
presents itself. And it seems a little bit confusing. 

It talks about the owner being able to accept an offer, and then 
HUD comes in behind the acceptance of the offer and matches that 
offer. And then I guess it would have the first right of purchase. 

Is that your understanding? 
Ms. GALANTE. Actually, my understanding is there is a two-part 

test under 107. And the first is that the one notifies of their intent 
to opt out of the program. And I think there is a 90-day period 
where HUD has the ability to raise their hand and say, we want 
to purchase the property or assign our ability to purchase the prop-
erty. 

And if at that point HUD does not do that, then the private 
owner is free to go out and make a purchase arrangement with a 
private owner. And then HUD can come back in under certain cir-
cumstances to essentially match that private offer. 

Chairwoman WATERS. So it is not your understanding that the 
owner would, a year ahead of time, notify that they would like to 
sell the property, and then go out to the market and get a fair mar-
ket value appraisal, and then HUD would have the opportunity to 
match that fair market available or value? So do they notify a year 
ahead of time? 

Ms. GALANTE. Yes, they do. 
Chairwoman WATERS. And then do they place the property on 

the market and accept an offer? That is what is kind of confusing 
me. Normally, when you think of an acceptance of an offer, it 
seems that you have something that is legally binding that you 
have to honor in some way. 

But this appears that after the acceptance of the offer, HUD can 
then come in and either match that offer or maybe over-match the 
offer and have the first right. 

Ms. GALANTE. That is correct. That is the right of first refusal 
portion of Section 107. My understanding, and maybe I read it in-
correctly, but my understanding is that prior to that right of first 
refusal, there is this 90-day period where HUD could say they 
wanted to actually purchase it before the owner goes out and gets 
a third party offer. 

Chairwoman WATERS. All right. Ms. Galante, you didn’t mention 
Section 303, which would confer third party beneficiary status on 
residents. What is the Department’s position on this provision? 

Ms. GALANTE. This is a relatively new provision of the bill, and 
we haven’t taken a formal position on that. 

Chairwoman WATERS. Thank you. 
I will then call on Mr. Cleaver. 
Mr. CLEAVER. Thank you, Madam Chairwoman. I just have one 

question for this panel. 
In going over the background information for this legislation that 

our Chair has introduced, I find that 193,000 subsidized rental 
units will move into market rate over the next 10 years. 

So my question and concern—well, the point of the question is 
to determine how much of an emergency this bill is for now, when 
you consider we have walked almost to the precipice economically 
in the country. And if we are talking about 193,000 in 10 years, 
how many can we estimate falling over in 2010/2011? With less 
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money moving around in the economy, the renters and the owners 
are probably in a less favorable situation to recapitalize some of the 
units. 

So do you have any idea or estimate on how many will move to 
market rate this year or next year? 

Ms. GALANTE. I don’t have the exact figures. I think the place 
where we are in the economy today has two situations affecting 
these properties. On the one hand, I believe some properties are 
less likely to opt out of their Section 8 contracts because their prop-
erties might be less valuable in the market rate rent situation. 

On the other hand, there are property owners who, because they 
are reaching a certain—there is a peak of properties reaching ma-
turity and expiring use, that if they don’t pull the trigger today, 
they are not—they have an opportunity to pull the trigger today 
and get out of the program. 

And so those properties are significantly at risk. And particularly 
those with maturing mortgages aren’t really protected under cur-
rent regulations. And so I think there is a significant risk in the 
next 5 years for these properties. 

Mr. CLEAVER. Ms. Trevino, do you have any comments? 
Ms. TREVINO. Well, we have currently about 100 properties that 

have left our portfolio. That is about 2,700 units that we have lost 
in the last—based on either transferring out or no longer decent. 

Mr. CLEAVER. Yes. The point was how much of an emergency do 
we have? Is there something we need to do? I am willing to vote 
for it to be done yesterday, and I am getting a sense of the fact 
that the losses are occurring right now. 

Ms. TREVINO. It is about the same. We lose about a hundred. Our 
portfolio, about 10 percent of our total portfolio, is in the worst con-
dition. 

Mr. CLEAVER. How are we going to handle the fact real estate 
values have dropped about 36 percent since the beginning of the 
great recession? Are we going to have problems with property own-
ers who, when they began participating in this program, had one 
value on their property, and now it is 36 percent lower? 

Do you have any idea how we would be able to handle that, and 
whether property owners are going to be willing? My assumption 
is that the cost is going to be significantly less today than it would 
have been if we had tried to do this 2 years ago. 

We have a bridge in my district that came in when the city first 
sent out a request for bids at $25,000 to rebuild it. When we re-
ceive the money through the TIGER grant, the new bid is $10,000. 
So people are moving to a new economy that we have unwittingly 
created. Do you think we will have problems? 

Ms. GALANTE. If I could just say, again, it cuts both ways. In this 
situation, owners whose properties are less valuable in the private 
market with market rate rents because of the drop in values may 
be more likely continue to opt in to project-based Section 8 because 
that is a more secure situation. 

On the other hand, if they are under economic distress with 
other properties that they own, even though they may be getting 
less value for the property than they would have 2 years ago, they 
may be motivated to take out equity now for other reasons and fig-
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ure it is going to be a while before the market comes back, and 
they have an opportunity now and they are going to take it. 

So it is a complicated situation and I think it is partly a micro-
economic valuation at different parts of the country. 

Mr. CLEAVER. Thank you. 
Chairwoman WATERS. Thank you very much. 
Mr. Green, for 5 minutes. 
Mr. GREEN. Thank you, Madam Chairwoman. 
Let me go first to the letter that I referenced earlier to Secretary 

Donovan, which is signed by Chairman Frank, Chairwoman 
Waters, and myself. A slight modification in my earlier statement 
because this letter actually deals with an amendment that I had 
to H.R. 3965, the Mark-to-Market Extension and Enhancement Act 
of 2007. It would reactivate Section 514 of the grant program, 
which accords about $10 million to tenant groups for training and 
technical assistance, the purpose of which would be to improve and 
preserve properties. 

My understanding is that there is now a proposal to develop lan-
guage that has not been shared to date, and HUD would do this. 
Ms. Galante, can you briefly, as tersely as possible, share with me 
how your language would be better than the language that is cur-
rently proposed in Section 514? 

Ms. GALANTE. Certainly. In concept, we are very supportive of 
Section 514 and tenant outreach and education. We have developed 
a draft program on which we are having conversations with tenant 
organizations. It is not final. We want to get input to make sure 
that it is going to work. We are calling it the Tenant Resource Net-
work, or TRN. 

And, fundamentally, it is a very solid program. I think the one 
difference between where this program is going and the language 
in the legislation is the language in the legislation requires there 
to be a national MOU with the corporation that runs Vista. 

And in our program, we are allowing grants to go to resident or-
ganizations, and they can use those grants as matching funds to 
receive local Vista volunteers. 

Mr. GREEN. Because I have one other question and time is of the 
essence— 

Ms. GALANTE. Yes. 
Mr. GREEN. —may I make a request that, if it does not breach 

some protocol or ethics, that my office be involved with you as you 
are developing this? Given that I have demonstrated an interest in 
this— 

Ms. GALANTE. Certainly. 
Mr. GREEN. —prior to this moment in time. And I will have 

someone visit with you afterwards. 
Ms. GALANTE. Great. 
Mr. GREEN. Now, let’s move to the next letter, and talk about the 

first right of purchase versus the first right of refusal. 
Do you agree that a right to purchase is a stronger right than 

a right to refuse? 
Ms. GALANTE. Yes. 
Mr. GREEN. And as such, it appears that the right to refuse, 

while it can be of benefit, the right to purchase would put a tenant 
organization—or HUD, if indeed HUD chose to make the purchase, 
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and I am not sure that would be the case—but it would put you 
in better standing in terms of moving forward. 

Would you agree with this? 
Ms. GALANTE. I would say this; I think Section 107 is relatively 

new. I have read through it a number of times. It is complex. 
Again, my reading of it was that even though it is called a right 
of first refusal, that there is a kind of initial stage which is more 
like a right—it is not a right to purchase, but it is more like a right 
to offer that kind of takes care of both of those situations. 

That is my reading of it, and I could be wrong. 
Mr. GREEN. So currently, you are supportive of 107 as struc-

tured? 
Ms. GALANTE. Well, again, we have concerns about the mechan-

ics of 107 as expressed by the Secretary back in June on the right 
of first purchase, the Section 106, which is the preservation/ex-
change voluntary program we think has more flexibility in terms 
of how it gets implemented. 

Mr. GREEN. Have you looked at the rural development program 
and the mandatory purchase rights contained therein? 

Ms. GALANTE. I have not. 
Mr. GREEN. Would you be amenable to our working with you— 

and I would, of course, work with the Chair as well, if the Chair 
permits—on language for 107? 

Ms. GALANTE. Certainly. 
Mr. GREEN. And of course, the Chair has proposed language, 

which means that I would obviously talk to the Chair before en-
croaching in this area. But it is something of concern because one 
of the best ways for tenants to maintain affordable housing is to 
have a stake in it beyond being a renter. 

And if they can have the opportunity to be a part of a purchase 
program, which I think can be replicated quite efficiently across 
the country, I think that it will bode well for tenants in the future. 
It would be a new paradigm, or a paradigm that would expand. I 
think it has been before, but if we could expand a paradigm. 

So thank you very much, and I yield back. 
Chairwoman WATERS. Thank you very much. 
Mr. Ellison, for 5 minutes. 
Mr. ELLISON. Thank you, Madam Chairwoman, and thank you 

for holding this very important hearing. I just want to point out a 
quick fact before I get to my question. My home district of Min-
neapolis is poised to lose over 5,000 apartments with Federal 
project-based contracts by 2019. And the loss of these assisted 
housing units could not come at a more difficult time for the resi-
dents of Minneapolis. Nearly 60 percent of the foreclosed homes in 
our City were occupied by tenants. This means that the housing in-
secure face even fewer options. And so I would just put that out 
there for you. And maybe I will just ask you a general question. 

How serious is this problem around the rest of the country? 
Ms. GALANTE. I certainly can say that I think Minneapolis is not 

the only location. I think it is a universal problem across the coun-
try, wherever there are these types of rental assistance programs. 
Hot markets are more vulnerable than weaker market locations in 
terms of market rate rents. But, it is a serious problem. 
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Mr. ELLISON. Ms. Trevino, let me ask you this question. In your 
testimony, you noted that of the 10,000 rural development vouchers 
that are offered to tenants, only about a third of them actually use 
them. 

Why do you think so few tenants use the voucher program, and 
would it—could we redistribute them without doing any damage to 
our rural tenant program? Because that is something I would never 
want to do. In Minnesota, we have a very nice balance between 
rural, suburban, and urban. 

But if they are not using them, couldn’t they be redirected? 
Ms. TREVINO. I think that the way you have proposed them in 

the bill with the three different vouchers, I don’t think we are 
going to have a problem using them up in that scenario. Right now, 
we run one voucher program, and this bill proposes three. So I 
don’t think that will be an issue if this bill goes forward. 

Mr. ELLISON. Okay. Well, thank you for your questions. I yield 
back. 

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

Good morning. I am pleased to welcome our distinguished second 
panel. 

Our first witness will be Mr. George Caruso, executive vice presi-
dent, Edgewood Management Corporation, on behalf of the Na-
tional Affordable Housing Management Association. 

Our second witness will be Mr. Toby Halliday, vice president for 
public policy, National Housing Trust, on behalf of the National 
Preservation Working Group. 

Our third witness will be Mr. Ricky Leung, treasurer, National 
Alliance of HUD Tenants, and president of the Cherry Street Ten-
ants Association. 

Our fourth witness will be Ms. Michelle Norris, senior vice presi-
dent, acquisitions and development, National Church Residences, 
on behalf of the American Association of Homes and Services for 
the Aging. 

Our fifth witness will be Mr. Raymond K. James, partner, Coan 
& Lyons, on behalf of the National Leased Housing Association. 

And our final witness will be Mr. William Shumaker, president 
of the board, the Council for Affordable and Rural Housing, and 
vice president of the Provident Companies. 

Without objection, your written statements will be made a part 
of the record. You will now be recognized for a 5-minute summary 
of your testimony. And we will start with our first witness, Mr. 
George Caruso. 
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STATEMENT OF GEORGE CARUSO, EXECUTIVE VICE PRESI-
DENT, EDGEWOOD MANAGEMENT CORPORATION, ON BE-
HALF OF THE NATIONAL AFFORDABLE HOUSING MANAGE-
MENT ASSOCIATION (NAHMA) 
Mr. CARUSO. Good morning, Chairwoman Waters and Ranking 

Member Capito. I am George Caruso, executive vice president of 
Edgewood Management Corporation in Germantown, Maryland. 
We are the ninth largest manager of assisted housing in the Na-
tion. I am appearing today for the National Affordable Housing 
Management Association. Thank you for allowing my statement to 
be introduced into the record. 

We are pleased with much of H.R. 4868, the Housing Preserva-
tion and Tenant Protection Act of 2010. NAHMA has been a strong 
supporter of preservation for some 20 years now. NAHMA has had 
an opportunity to review the bill in detail at our winter meetings 
last week. 

Although our general membership opposes the bill in its current 
form, our opposition is limited to provisions in seven sections: Sec-
tions 107; 108; 109; 110; 302; 303; and 304. We applaud the re-
maining 60 sections of the bill. 

Indeed, we appreciate that numerous provisions address issues 
that we have been discussing with the committee members on both 
sides of the aisle for a number of years. These issues include the 
long-term physical and financial viability of properties, the contin-
ued affordability of properties with mature mortgages, and finally, 
protecting tenants from severe rent burdens when affordability re-
strictions expire. 

Allow me to get to the major issues we have. First, Section 107, 
the Federal first right of refusal: This provision will, in our view, 
serve to drive potential purchasers and equity providers away. 
There are a variety of problems with this provision which include, 
but are not limited to: undermining owner and investor confidence 
in their agreements with the Federal Government; and potentially 
alienating willing purchasers, who must wait through a lengthy 
process, thereby affecting market value. We believe a better and 
more workable approach is suggested in Section 106, the preserva-
tion exchange program, which NAHMA supports. 

Second, Section 304, the resident access to building information: 
The provisions of this section are overly broad, and they will force 
the release of proprietary information. It is useful to observe that 
the bulk of the information required to be released here is sub-
mitted to HUD through the most secure computer system that 
HUD has, and it is accessible only on a limited basis inside HUD, 
since they judge the data to be very sensitive. The less sensitive 
building information referenced in this section is already publicly 
available from HUD. 

Third, the Section 110 authority for HUD to assign flex subsidy 
loans: We view this provision, among others, as tilting the playing 
field in preservation to nonprofit organizations. NAHMA represents 
both for-profit and nonprofit owners. Part of our policy is that there 
be no bias between the two types of ownership. Both bring substan-
tial advantages to the table. Both are required to make preserva-
tion work. Preservation tools, we believe, should be equally avail-
able. 
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Our concerns on the remaining sections we object to are detailed 
in our written testimony. Let me move now to a more positive note. 

We are particularly pleased to see the provisions in: Section 406 
addressing correcting harm caused by late subsidy payments; Sec-
tion 501, the extension of the mark-to-market program; and Section 
508, budget-based rent adjustments. 

Section 406 penalizes HUD for making excessively late subsidy 
payments to owners, and will assure that the properties are prop-
erly funded going forward. The language in Section 508 will allow 
for a re-underwriting of a group of mark-to-market properties that 
were incorrectly underwritten initially, and will retain them as via-
ble assisted housing going forward. These sections will work to as-
sure that more housing is preserved. 

There are many other sections of the bill that we find very en-
couraging. They, too, are detailed in our written materials. 

Madam Chairwoman and Ranking Member Capito, thank you 
very much for allowing us to share our views and concerns with the 
subcommittee. NAHMA remains committed to the essential task of 
preserving the assisted and affordable housing portfolio. We remain 
available to members and staff to answer questions and make sug-
gestions to get to a successful conclusion of this legislation. 

Thank you very much. 
[The prepared statement of Mr. Caruso can be found on page 36 

of the appendix.] 
Chairwoman WATERS. Thank you. 
Our second witness will be Mr. Toby Halliday. 

STATEMENT OF TOBY HALLIDAY, VICE PRESIDENT FOR PUB-
LIC POLICY, NATIONAL HOUSING TRUST, ON BEHALF OF 
THE NATIONAL PRESERVATION WORKING GROUP 

Mr. HALLIDAY. Thank you, Subcommittee Chairwoman Waters, 
Ranking Member Capito, and members of the subcommittee. My 
name is Toby Halliday, and I am vice president for Federal policy 
for the National Housing Trust. It is my pleasure to testify today 
in support of H.R. 4868, the Housing Preservation and Tenant Pro-
tection Act of 2010. Today, I am also testifying on behalf of the Na-
tional Preservation Working Group, which is a coalition of 36 non-
profit organizations supporting affordable rental housing. 

H.R. 4868 safeguards affordable apartments that are home to 
more than one million extremely low-income families, elderly, and 
disabled persons. As foreclosures on homes and apartment build-
ings continue to unfold, a growing number of renters are competing 
for a limited supply of affordable rental housing. Many of these 
families will be seeking apartments at the lower end of the scale, 
where there is already a shortage of affordable housing for the 
poorest households. 

Although market conditions have resulted in lower housing costs 
for many middle-income households, increased demand for the 
most affordable housing is actually leading to higher rents and 
tighter credit screening in some markets. 

Shortages of decent, safe, affordable housing are complicated fur-
ther by ongoing problems in the low-income housing tax credit 
market. Uncertainty among traditional tax credit investors about 
future profitability, together with a preference for the simplest and 
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shortest investment options available to other investors, has left 
the tax credit market crippled in all but a few markets, dramati-
cally reducing the creation of new affordable units from its peak in 
2007. 

This legislation includes important new tools to protect residents 
and preserve affordability when assisted housing is refinanced, re-
capitalized, or when the underlying HUD financing or RD financing 
matures. This legislation includes provisions that would, at the 
owner’s discretion, provide rental assistance for affected apart-
ments both for HUD-assisted and rural development 515 prop-
erties. Improving preservation tools makes the rehabilitation of 
these properties easier to finance, leading to the creation of needed 
construction jobs. 

The legislation we see today also benefits from extensive discus-
sion and revision to accommodate competing interests. For exam-
ple, last summer, several private industry groups raised strong ob-
jections to four draft provisions. In the bill as it currently stands, 
all four of these provisions have been revised or removed entirely, 
despite the objections of many housing advocates. 

The right of first refusal in Section 107 allows preservation-ori-
ented buyers to match the offer of any other bona fide purchaser 
of HUD-assisted property. This ensures any seller a full and fair 
sales price, and is modeled on similar provisions already in force 
in many jurisdictions. It is a fair, low-cost way to protect the sub-
stantial taxpayer investment that has already been made in exist-
ing affordable rental housing. 

H.R. 4868 also retains an important local control provision in 
Section 108 that ensures that State and local preservation and ten-
ant protection laws are not preempted by Federal law. 

Section 303 includes a revised provision that allows legal action 
for building violations only when HUD has failed to act on a docu-
mented deficiency. This protects responsible owners while ensuring 
that residents have some recourse against unscrupulous landlords. 

Section 302 permits residents to escrow their rents only when 
the Secretary of HUD determines serious violations of housing 
quality standards or housing program requirements. 

We are interested to learn more about a new proposal to create 
a voluntary program to encourage the transfer of assisted rental 
properties to preservation owners in Section 106. We believe this 
could be a useful new preservation tool so long as appropriate 
checks are in place to prevent the deterioration of property during 
negotiation, and to make sure that buyers have both the desire and 
the capacity to support long-term affordability. 

Titles 7 and 8 include important provisions needed to facilitate 
repair and preservation of thousands of Section 515 affordable 
rural housing units and Section 202 elderly housing units. 

We thank Chairman Frank and the 13 co-sponsors for the intro-
duction of this legislation, and urge committee action on this much- 
needed legislation. Thank you very much. 

[The prepared statement of Mr. Halliday can be found on page 
50 of the appendix.] 

Chairwoman WATERS. Thank you. 
Next, we will hear from Mr. Ricky Leung. 
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STATEMENT OF RICKY LEUNG, VICE PRESIDENT/EAST, NA-
TIONAL ALLIANCE OF HUD TENANTS (NAHT), AND PRESI-
DENT, THE CHERRY STREET TENANTS ASSOCIATION 
Mr. LEUNG. Good morning, Chairwoman Waters. 
Since the Title 6 preservation program ended in 1996, our Nation 

has lost at least 360,000 units of affordable low-income housing. 
Chairman Frank has filed a very exciting and extremely com-
prehensive bill that will sustain our homes for decades to come. 

We also thank my own representative, Congresswoman Velaz-
quez, for filing H.R. 44, now Title 4 in the bill, to address the re-
lated loss of 120,000 units of HUD’s troubled housing stock, and for 
her leadership in addressing the new crisis of predatory equity. 

The bill includes virtually all the priority items sought by the 
National Alliance of HUD Tenants for many years, most of which 
are consensus items. NAHT supports voluntary incentives in the 
bill to encourage owners to save our homes, including the new pres-
ervation exchange program. Our written testimony suggests ways 
to strengthen the exchange to better protect tenants. 

The bill also substitutes a new first right of refusal section for 
the broader right of first purchase that I testified on last summer. 
We urge the committee to restore the broader right of first pur-
chase in committee markup, and we want to thank Representative 
Gutierrez and the 11 other committee members for their strong let-
ter in support on this issue. 

The first right of refusal in Section 107 would allow HUD to step 
in only where owners are selling to someone who proposes to end 
HUD use agreements. But owners in high-market areas are not 
selling; they are simply converting to market rents, while retaining 
ownership of the buildings. 

Massachusetts recently passed a proposal on which Section 107 
is based. There is not a single current instance of a building in that 
State that would be saved by the first right of refusal. Instead, 
owners have filed opt-out notices to either convert to market or le-
verage higher government subsidies to stay in the program. 

By contrast, the broader first right of purchase in last summer’s 
bill would allow HUD to buy out owners at fair market value in 
any case where owners attempt to convert to market rent, whether 
or not they are selling. Only this would provide the regulatory tools 
to ensure that voluntary programs work to save our homes. 

My own building is an example. The 480 families at Cherry 
Street are diverse working and middle-class, a microcosm of the 
City and the Nation. In 2008, our building was bought by a preda-
tory owner, and our Section 8 contract was renewed for 5 more 
years. In 2 years, the new owner will decide what to do. Only pas-
sage of a first right of purchase will give our tenants association 
peace of mind and at least a fighting chance to save our homes. 

The need for the measure is urgent, especially in New York City. 
A first right of purchase would help save 20,000 more apartments 
like Cherry Street that are at immediate risk. Nationally, as many 
as 200,000 units are at risk to be saved. 

There is ample precedent for the broader first right of purchase. 
Besides Title 6, Congress has provided a Federal right of purchase 
for rural housing for 20 years, and several States have adopted 
similar laws. As Representative Gutierrez pointed out, owners have 

VerDate Nov 24 2008 17:48 Jul 07, 2010 Jkt 056780 PO 00000 Frm 00026 Fmt 6633 Sfmt 6633 K:\DOCS\56780.TXT TERRIE



21 

learned to live with the Illinois law and have not challenged it in 
the courts. We appreciate the inclusion of Section 108 in the bill, 
which would allow States to do more to regulate the stock if they 
choose. 

Last summer, Secretary Donovan raised constitutional questions 
about these regulatory proposals. In response, Chairwoman Waters 
obtained a memo from the Congressional Research Service. The 
CRS memo did not conclude there are constitutional barriers to ei-
ther right to purchase or right of first refusal as long as owners are 
awarded full market compensation and there is no delay in imple-
mentation. In fact, the owner representative who testified in 2008 
supported the right to purchase if it could meet that test. 

NAHT also strongly supports the tenant empowerment provi-
sions in the bill. These no-cost measures would allow tenants to 
join HUD as partners to improve our homes. Some owners have ob-
jected that giving tenants access to information or third party sta-
tus to enforce HUD contracts would unduly burden businesses and 
violate their rights. But in my State, tenants have long been able 
to access budget and repair information without any discernible 
controversy or harm to owners. 

I am testifying today on behalf of residents living in multifamily 
housing who just want to live in a safe and healthy home. Two of 
our board members here, Judy and Lonene, right there, please take 
a snapshot of us. You will see there is a diverse ethnicity, age, and 
profession and culture background of residents living in subsidized 
affordable housing across the Nation. 

Let’s be real. Only owners and agents who have something to 
hide or slumlords will mostly be objecting to these provisions. So 
as— 

Chairwoman WATERS. I’m sorry. We are going to have to move 
on. 

Mr. LEUNG. Thank you very much. 
[The prepared statement of Mr. Leung can be found on page 65 

of the appendix.] 
Chairwoman WATERS. Ms. Norris? 

STATEMENT OF MICHELLE NORRIS, SENIOR VICE PRESIDENT, 
ACQUISITIONS AND DEVELOPMENT, NATIONAL CHURCH 
RESIDENCES (NCR), ON BEHALF OF THE AMERICAN ASSO-
CIATION OF HOMES AND SERVICES FOR THE AGING (AAHSA) 

Ms. NORRIS. Good morning, Chairwoman Waters, Ranking Mem-
ber Capito, and members of the subcommittee. My name is 
Michelle Norris. I currently serve as senior vice president of acqui-
sitions and development at National Church Residences. 

I thank you for the opportunity to speak on behalf of AAHSA, a 
national association that represents not-for-profit providers who 
offer a continuum of care of services—adult day services, home 
health, community services, senior housing, assisted living, con-
tinuing care communities, and nursing homes. AAHSA has State 
associations in each of your States as well. 

NCR has been an active member of AAHSA for the last 30 years. 
Our CEO, Tom Slemmer, served as chairman of AAHSA for the 
last 2 years. At NCR, I also have had the opportunity to be the 
past president of NAHMA, another really great organization. 
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NCR has the privilege of having a very significant affordable sen-
ior housing portfolio that has been financed with a wide variety of 
programs and funding sources, including the HUD 202 loan pro-
gram, the HUD 202 PRAC program, the low-income housing tax 
credit program, and others. 

In addition, we have a large health care group in Ohio, so we 
have a really unique perspective on the costs and benefits of the 
various levels of housing and health care when you combine the 
two. 

For most of our 50-year history, our development of affordable 
housing focused on new construction. About 8 years ago, our lead-
ership team realized the thing that we now are all aware of: Our 
Nation is losing affordable housing faster than we can build it. 

Since 2002, NCR has been proud to say that we have been an 
active participant in preserving over 5,000 units of affordable hous-
ing with various locations in this country, including: Manhattan, 
Kansas; Detroit, Michigan; St. Louis, Missouri; Mount Sterling, 
Ohio; and Montgomery, West Virginia. 

Therefore, because of our experiences, I want to commend your 
leadership for the efforts of this bill. H.R. 4868 is sorely needed if 
affordable senior housing is to survive in the future. I have seen 
firsthand numerous examples of existing senior housing units that 
were converted to market rate, or that became obsolete either fi-
nancially or physically to the point of no return. 

Though time does not permit me to elaborate on many of the 
most significant and positive features of this bill, please let me 
highlight a few. 

Title 7 includes in its entirety Section 202, Supportive Housing 
for the Elderly Reform bill. This section is dedicated to the many 
issues that will improve the existing 202 new construction program 
and will greatly facilitate the efforts to preserve and rehab the ex-
isting 202 stock. 

Section 101 converts rent sup and RAP contracts into Section 8 
rental assistance. This is a great example of a technical fix that 
can have an enormous impact on many of the most frail seniors liv-
ing in older HUD buildings. 

Section 104 allows project-based preservation assistance in lieu 
of enhanced vouchers. I know this sounds like a technical fix, but 
it can have a significant impact on leveraging other funds nec-
essary to do substantial rehab and to preserve communities. 

Section 110 allows HUD to assign existing flex subsidy loans as 
part of a preservation transaction. In North Carolina, our own or-
ganization essentially had to use HOME monies to pay off a flex 
sub loan instead of diverting the HOME monies to substantial 
rehab. 

Finally, a very important modification under Section 731 encour-
ages organizations like NCR to create very needed affordable as-
sisted living facilities. In 2009, NCR officially opened our very first 
community using a HUD assisted living conversion grant. This was 
the first in the State of Ohio, and we were proud to be the first 
owner. 

This section of the legislation will decrease the cost of such facili-
ties by eliminating a mandatory licensure requirement. These are 
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just some of the great examples of the technical fixes and policy 
initiatives this bill provides. 

My written testimony describes in more detail these and other 
powerful and important provisions. In spite of the many positive 
provisions, there are several sections that do concern us. However, 
we have conferred with our industry colleagues, and I will defer to 
them to highlight some of those concerns. 

So in conclusion, on behalf of AAHSA and NCR, I commend you 
for the hard work done on this bill. As the legislation moves for-
ward, AAHSA and NCR stand ready to provide resources to assist 
in the necessary fine-tuning. 

I thank you for the opportunity to testify on behalf of AAHSA. 
[The prepared statement of Ms. Norris can be found on page 81 

of the appendix.] 
Chairwoman WATERS. Thank you very much. 
Mr. James, for 5 minutes. 

STATEMENT OF RAYMOND K. JAMES, PARTNER, COAN AND 
LYONS, ON BEHALF OF THE NATIONAL LEASED HOUSING AS-
SOCIATION (NLHA) 

Mr. JAMES. Thank you, Madam Chairwoman, Ranking Member 
Capito, and members of the subcommittee. I am Raymond K. 
James of the law firm of Coan & Lyons in Washington, D.C., and 
I am testifying on behalf of the National Leased Housing Associa-
tion, which for the past 38 years has represented developers, lend-
ers, housing managers, State and local agencies, and others inter-
ested in assisted housing, with a focus on Section 8 and the low- 
income housing tax credit. NLHA’s members have provided or ad-
ministered housing assistance for over 3 million families. 

This legislation has many faces. I would like to talk about three 
of them: first, the statutory gaps it fills; second, the statutory mis-
takes it corrects; and third, the new statutory provisions that we 
believe will be mistakes for the future. 

First, the gaps it fills. There are a number of situations where 
project subsidies terminate and the tenants are not afforded protec-
tion in the form of enhanced vouchers. This legislation would cor-
rect that. 

These are the programs that people often talk about when they 
say there are 100,000 or so units at risk in the near future. These 
are units that are part of programs with older subsidy forms that 
terminate at certain points and cannot be extended, even if the 
owner wants to extend those subsidies. There is nothing that can 
be done about it under current law. 

Now, this bill does contain something that could be useful by al-
lowing owners to convert these older subsidies that cannot be ex-
tended in their current form, to convert those to Section 8. And as 
we know, Section 8 can be extended indefinitely as long as there 
are appropriations. 

Statutory mistakes of the past that are being corrected: The Sec-
tion 8 moderate rehabilitation program has been subject to statu-
tory provisions over the last 13 years that have been a preservation 
disaster. The inventory of mod rehab units has been reduced from 
about 100,000 units to approximately 25,000 units, a reduction of 
75 percent. 
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This bill attempts to correct that 13-year statutory mistake. And 
it is not the fault of this committee; this committee has tried to cor-
rect it in the past, but other parts of the Congress have prevented 
that. 

Third, there are some proposed statutory mistakes. I will men-
tion two. 

Section 108, which is a wide-open preemption provision that 
turns the supremacy clause of the U.S. constitution on its head. It 
would permit State laws, local laws, to basically overturn Federal 
law in a number of situations. There is no need—if there is a prob-
lem with a particular Federal law that is thwarting a specific State 
law, the thing to do is to address that specific Federal law and not 
thousands of Federal laws, which this provision does. It is totally 
chaotic and would destabilize the program. 

Finally, Section 107. This program 10 years ago, 11 years ago, 
had no stability and predictability. Renewal authorities were on a 
year-to-year basis and the terms were not generous. Owners could 
not mark the rents up to market, so the opt-out rate in the early 
years was quite high. 

Chairman Frank and others, particularly Chairman Frank, 
worked with OMB and the Department to get them to accept a 
markup to market. On a bipartisan basis, a renewal law was en-
acted 10 years ago, and that has formed the basis for giving owners 
predictability, and giving lenders and investors predictability and 
stability. 

We are worried about any provision that would upset that long- 
term stability, and we think the right of first refusal is something 
that owners feel restricts their choice of a buyer and the time to 
sell that will be disadvantageous to them. 

Now, there is more to selling a project than just the terms, the 
sales terms—how much the sale price is, when the consummation 
should take place. Owners want to pick their buyers. Sometimes it 
is difficult to get financing in small towns and rural areas, and a 
larger nonprofit organization that is on the approved list may not 
be able to get the financing. 

So it is very important that buyers feel they have those property 
rights preserved to select the owners and the time of their trans-
actions. Thank you. 

[The prepared statement of Mr. James can be found on page 58 
of the appendix.] 

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

STATEMENT OF WILLIAM C. SHUMAKER, PRESIDENT OF THE 
BOARD, THE COUNCIL FOR AFFORDABLE AND RURAL HOUS-
ING (CARH), AND VICE PRESIDENT OF THE PROVIDENT 
COMPANIES 

Mr. SHUMAKER. Madam Chairwoman, Ranking Member Capito, 
and members of the subcommittee, I am Bill Shumaker. I am the 
president of the Council for Affordable and Rural Housing, located 
here in the D.C. area. I am also vice president of the Provident 
Companies, located in Ohio. We own, manage, construct, develop, 
and do everything we can to promote and develop affordable hous-
ing. 
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CARH members house hundreds of thousands of low-income, el-
derly, and disabled residents in rural America. CARH has sought 
to promote the development and preservation of affordable rural 
housing through its 30-year history as the association of for-profit, 
nonprofit, and public agencies that build, own, manage, and invest 
in rural affordable housing. 

We looked at the bill. Most of our comments refer to Title 8, 
which is the section on rural housing. One of the most important 
things in our written testimony says neither the public nor the pri-
vate sector can produce affordable rural housing independently of 
the other. It has been and should be a partnership. 

The 514 and 515 portfolio consists of 15,977 apartment com-
plexes containing over 452,000 units. Our portfolio is aging, and we 
need help. Maintaining the existing housing stock is more cost-ef-
fective and less expensive than allowing the stock to deteriorate 
and to be replaced with new housing. 

Most important, these housing units constitute a vital social re-
source by providing a decent home in which elderly and families 
can live with dignity. More importantly, also, the recession has cre-
ated turmoil among residents and applicants. 

CARH members report a material change where residents are 
moving to find work or moving into Section 515 properties as a last 
resort after losing jobs. We are greatly concerned that some current 
and former residents are at a tipping point towards homelessness. 

We have several issues which we would like to bring forth to the 
committee. And we recently updated our aging portfolio bill, and I 
am going to review some of those quickly. 

First, we believe that the existing portfolio needs $5 billion, or 
$1 billion a year for 5 years, to invest in this housing stock to reha-
bilitate it. USDA’s funding commitment does not adequately reflect 
the MPR is RD’s priority. Indeed, USDA should take advantage of 
credit reform rules, and has not done so. 

Most of the 515 mortgages that can be restructured under MPR 
were originated before credit reform. As such, RD should not need 
new budget authority to restructure most loans, but USDA has not 
allowed RD to proceed under existing budget rules. 

The Section 521 rural assistance program is an essential compo-
nent of the Section 515 program. RD provides deep subsidies to 
very low-income residents by paying the difference between 30 per-
cent of the residents’ income and base rent required to operate the 
property. 

Our members would like to see first in line for RA and override 
the administrator’s requirement giving preference to the most rent 
overburden; otherwise, eligible, needy residents who have waited 
for a longer period. Most importantly, there needs to be additional 
RA to remove rent overburden. 

One quick fix to RA to make RA more effective is to provide 20- 
year contracts subject to annual appropriations. The Section 538 
program was enacted in 1996, and most recently Congress elimi-
nated the interest subsidy for that program. This needs to be rein-
stated. I checked with Ohio. Two years ago, they were processing 
15 to 20 applications for 538. This year, they are processing two. 

A long-neglected tool in Section 515 is the 515(t), where Rural 
Development is authorized to guarantee equity loans to provide a 
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fair return and further preservation resources for properties that 
are 20 years or older. This program should be funded and imple-
mented. It will provide owners a further incentive to remain in the 
515 program and provide further resources to capitalize the prop-
erty. 

A modest change in the tax rules must be adopted to preserve 
the stock of Section 515 affordable housing. This could be accom-
plished by waiving the depreciation recapture tax liability, where 
investors sell their properties to new owners who agree to invest 
new capital in the property and to preserve the property as afford-
able housing for another 30 years. 

We need to extend the current LIHTC carryback period from 1 
year to 5 years, and tax credits should be available to S corpora-
tions, limited liability companies, and closely held C corps, to the 
same degree that tax credits are currently available to widely held 
C corps. 

We ask you to please review our written testimony, and we 
thank you very much. 

[The prepared statement of Mr. Shumaker can be found on page 
101 of the appendix.] 

Chairwoman WATERS. Thank you very much for your testimony, 
all of you. It was tremendously informative. And I would like to 
recognize myself for 5 minutes. I have a few questions. 

My first question is directed to Mr. Caruso. Mr. Caruso, it ap-
pears that you oppose all of the sections of the bill that were re-
quested by tenant groups. However, I have been informed that all 
of the sections that owner groups requested were included in the 
bill. 

Can you explain to me how this bill can protect the tenants who 
live in these properties since you oppose the provisions that they 
believe will do the best job of protecting them? 

Mr. CARUSO. Madam Chairwoman, I will try. Let me start with 
Section 107, and then I will move to the other sections. 

There are minor problems in the 300 series sections that we 
think need to be addressed. Section 107—and there has been a lot 
of back and forth this morning on, you know, the right of first pur-
chase or an option to purchase a building. In my own firm, we have 
actually done three tenant acquisitions of buildings, so I have some 
considerable experience in this area. 

I think the biggest issue you have with these sections is how 
they will be viewed by the banking and investment community. At 
the end of the day, if you are going to do any transaction, you have 
to go borrow a lot of money to do it with. And there has to be con-
fidence on the part of the lenders and the other equity providers, 
and particularly the tax credit equity providers, that the trans-
action can move forward on a timely basis, it is properly financed, 
and it can go. 

The language that exists today with the timeframes in it is very 
long indeed. We just in my firm did an acquisition last fall; from 
the point at which we started looking at the documents to the point 
at which we closed the transaction was about 80 days. 

If the timeframes could be tightened up and other issues could 
be addressed, we might be able to look more favorably upon those 
provisions. But one of the biggest problems is in fact the timeframe 
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and the fact that you have—in almost all of these transactions to 
preserve housing, we are going to need to bring tax credits in, and 
that is very time-demanding. 

So that is my answer, in part. 
Chairwoman WATERS. Thank you. 
Mr. Leung, I am aware that you prefer to see a right of first pur-

chase instead of the right of first refusal that is currently in the 
bill. However, if the right of first refusal stays in this bill, in what 
ways can it be improved so that it actually results in the preserva-
tion of affordable housing units? 

Mr. LEUNG. I am sorry. 
Chairwoman WATERS. That is okay. It is all right to say, ‘‘I just 

like first purchase. I prefer the right of first purchase. I don’t en-
tertain the other at all.’’ It is okay. 

Mr. LEUNG. I do. I am just a regular kind of guy, who got the 
chance to represent the voices of tenants all across the Nation. And 
frankly, this is quite over my head. I have to thank everyone all 
across the Nation and the local organizations who help us, working 
on this issue. 

Chairwoman WATERS. Well, you have done a great job rep-
resenting this morning. And I think it is Cherry Street, you said, 
should be very proud of you. So thank you for coming here today. 

I think I have one more question for Mr. James. It is my under-
standing that language was added to the bill at the suggestion of 
some to provide safeguards to prevent the release of personal and 
proprietary information. 

Based on your testimony, it appears that there are still concerns 
that this language would lead to such information being disclosed, 
and we would thus welcome the submission of specific language to 
address these concerns. 

How can this section of the bill be improved to address your con-
cerns? 

Mr. JAMES. Well, I think there are certain types of information 
that have traditionally been considered confidential, such as the fi-
nancial reports of housing projects. And I think that is still re-
quired to be disclosed publicly in this bill. 

There are a lot of items that are already being disclosed, and we 
have no problem with that. But the very personal items, financial 
items, HUD has traditionally not disclosed those. And we would 
continue to object to a requirement that they be disclosed. 

Chairwoman WATERS. And you will be specific about what you 
have concerns about? 

Mr. JAMES. Yes. Yes, Madam Chairwoman. We are particularly 
concerned about financial and personal information. 

Chairwoman WATERS. Thank you very much. 
Ms. Capito? 
Mrs. CAPITO. Thank you, Madam Chairwoman. 
I would like to kind of get a little slice of life here from maybe 

Mr. Caruso and Mr. Shumaker because you both manage prop-
erties and have properties. 

How many units do you have currently, approximately, in your 
portfolio, Mr. Caruso? Is that higher and lower? What is the state 
of disrepair of some of these? Do you move in and out of these prop-
erties every year? 
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Mr. CARUSO. Thank you, Ms. Capito. We manage roughly 26,000 
units in about 15 States. The bulk— 

Mrs. CAPITO. Do you own those units? 
Mr. CARUSO. No, ma’am. We— 
Mrs. CAPITO. So you manage for the property owner? 
Mr. CARUSO. We manage for the property owners. Edgewood 

Management does not own any units. I personally have a limited 
partnership interest in certain of our properties, but we do not— 
Edgewood Management does not actually own any of the units that 
we manage. 

Mrs. CAPITO. Do you own units, Mr. Shumaker, your company? 
Mr. SHUMAKER. Yes. Our company has 78 apartment com-

plexes— 
Mrs. CAPITO. Seventy-eight? 
Mr. SHUMAKER. Seventy-eight apartment complexes, 2,997 units. 

We are the general partner in every one of those. 
Mrs. CAPITO. Okay. So if I had asked you that question 5 years 

ago, or last year, how many apartments would you actually have 
had in your portfolio at that point? 

Mr. SHUMAKER. We would have had the same number. 
Mrs. CAPITO. The same number. So, what are your long-term 

plans here? Do you plan to move more into this market or—I’m try-
ing to get a feel for as people are leaving, we heard on the last 
panel, you know, they are losing thousands of available units. Are 
people moving into this market at the same time, or is it just a net 
loss every year? 

Mr. SHUMAKER. I think there are some people moving into the 
market. There are people out there who are interested in acquiring 
existing affordable housing and rehabbing it using the various re-
sources available. 

Our company built its first apartment complex in 1974. We just 
rehabbed it last year. So our company goal is to rehab our existing 
housing stock with what resources we have available. The problem 
is there are not enough resources available. There are not enough 
tax credits. There are not enough HOME funds. There are not 
enough of these resources for us to rehab all the existing apart-
ment complexes we have. 

Mrs. CAPITO. Would you include in that the low-income housing 
tax credit program that people are not accessing at the point? 

Mr. SHUMAKER. Yes. I think in Ohio, it is a 3 or 4 to 1 ratio; for 
every three to four applications they receive, they fund one. In 
Ohio, they do have a provision for Rural Development-funded 
projects that receive some—that can receive funding, from priority 
for tax credits. However, Ohio has over 400 515 projects. If they 
rehab 3 or 4 a year, it is going to take 100 years. 

Mrs. CAPITO. Right. Also, you mentioned, I think, in your testi-
mony a 5-year plan of, I think it was $5 billion, $1 billion a year. 
Was that your testimony? 

Mr. SHUMAKER. Yes. 
Mrs. CAPITO. I guess in the bill, there is a—it requires a 30-year 

capital needs assessment for eligible properties. I guess this is get-
ting to the point that we are talking about. 
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What is the real estate industry standard in terms of the capital 
needs assessment? Is 30 years way out there, or is it—you are talk-
ing 5 years. 

Mr. SHUMAKER. Yes. Thirty years is quite extensive. We propose 
in our written testimony a 20-year capital needs assessment. When 
we go in and do a capital needs assessment with a 515 project, 
Rural Development is looking at that capital needs and assuring 
that we have all the funds available for the next 20 years. 

When you extend that out 30 years, the need to place all those 
funds in a reserve account is tremendous. And the rents would sky-
rocket if we had to go to a 30-year. 

Mrs. CAPITO. Ms. Norris, did you have something you wanted to 
say in terms of the numbers of units that you are experiencing? 
Are they replacing? Are they— 

Ms. NORRIS. Sure. Well, to answer the question you asked the 
other gentleman— 

Mrs. CAPITO. Yes. 
Ms. NORRIS. —we also have our own portfolio. We have about 

23,000 units in 28 States. So we do have a very interesting per-
spective, as well as the other gentleman, about what your owner-
ship interests are. All of our stuff is affordable. Most of our stuff 
is senior, though we do have family and also homeless housing. 

The question of whether—we are looking long-term. Our priority 
as an organization is to do affordable housing in the manner of 
which it is available, so whether that be to use a tax credit, low- 
income housing tax credit to build a new facility, or to try to use 
a tax credit to rehab an existing 202, or to build a new one. 

So we try to do all those. I think you have to work on all those 
fronts because we clearly know that there is more need than there 
is stock. In the 202 program alone, there are probably 9 or 10 peo-
ple for every unit that is out there. 

Mrs. CAPITO. Okay. Mr. James, could you weigh in on that ques-
tion in terms of whether the amounts in your organization are 
moving up? Down? Are people getting into this market as we are 
losing housing? I understand the rehabbing needs are tremendous. 
I just didn’t know if you had a comment to add here. 

Mr. JAMES. Yes. Of course, I am a lawyer, so I don’t know much 
about what is happening to specific projects. But the provisions 
that are in place in the law now, with a little tweaking once in a 
while, encourage continuation in the programs and recapitalization 
and preservation transactions. 

And the problems we have had in the last 8 years have generally 
been administrative problems with HUD, which is adopted policies 
that made it more difficult— 

Mrs. CAPITO. Right. 
Mr. JAMES. —to preserve the housing. And now those policies are 

being reviewed at HUD and being modified to help the preserva-
tion. 

So we have an excellent system in place. The number of opt-outs 
has gone way down. There are always going to be some. 

Mrs. CAPITO. Right. 
Mr. JAMES. But they have gone way down, and everybody is fa-

miliar with the current system. And we certainly wouldn’t want to 
see that upset. 
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Mrs. CAPITO. I just would like to make one comment con-
cerning—I alluded to this in my opening statement. And I think we 
have seen really conflicting opinions on the Section 107 on the 
right of first refusal. And I think we really need to tread lightly 
here. 

The one question that I had originally was if HUD gets into the 
business of purchasing these complexes or these—where is this 
money going to come from and how is it going to be accounted for? 
It is just a whole different view. So I am very interested to see how 
we can work out some of the differences we have heard today. 

Chairwoman WATERS. Thank you. 
Mr. Cleaver? 
Mr. CLEAVER. Thank you, Madam Chairwoman. 
Mr. Halliday, I just have one question. Maybe there are two in-

side the one. But HUD apparently, based on your testimony, termi-
nates troubled housing or troubled property owners rather than 
suspend. 

And the two questions are, first, is there a policy that would re-
quire termination at a point when a property is determined to be 
troubled? Or is that a decision left to the PHAs as a result of their 
contract with HUD in the cities? 

And the other is your opinion about whether or not we could pos-
sibly be losing people who could be actually very good property 
owners for us in the Section 8 program when we just cut them off. 
I mean, a dog generally growls before it bites. So maybe we ought 
to have a growing policy to property owners before we completely 
terminate them. 

Mr. HALLIDAY. Thank you, Congressman. National Housing 
Trust and our affiliate, National Housing Trust Enterprise Devel-
opment Corporation, actually owns and manages our own portfolio 
of affordable rental housing. And we have quite a bit of experience 
with the situations you are describing. 

The question of termination versus suspension, from HUD’s per-
spective, in my opinion, is driven by a couple of things. First of all, 
HUD has an obligation to the residents of any building that they 
need to protect them from health and safety violations that may 
put life and safety in danger. So HUD takes a pretty strong view 
that they need to get out of properties that they think are being 
managed so badly that the residents’ health and safety is at risk. 
And of course, we would agree with that. 

The question is: What do you do before you get to that point? 
And I think it is fair to say that through a period of years, the abil-
ity of HUD to identify and intervene early in situations where 
properties are not being properly maintained is not as robust as it 
could be or it should be. 

And I know that Deputy Assistant Secretary Galante and others 
at HUD are working on this. They are aware of this. But we and 
other organizations are very interested in working with them to 
come up with a better framework for identifying problem properties 
and intervening in them before they get to this point where you 
simply have to cut off the rental subsidy because of a threat to the 
residents who are there. 

That decision, to answer your other question, is actually made by 
HUD staff. These again—we are talking here about privately 
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owned, project-based Section 8 properties. so the contracts in those 
properties are overseen primarily by HUD staff in the field, and 
they are the ones that make those decisions. 

Some HUD field staff are much more interested in trying to pre-
vent the sort of last-minute, falling-off-the-cliff sorts of situations. 
Others are less aggressive about trying to solve the problems before 
they blow up. But in our minds, we could do a lot more to prevent 
properties from being terminated and really becoming drags on the 
entire community by doing more in early intervention. 

Mr. CLEAVER. Thank you. That is exactly what I wanted you to 
say for the record. Thank you. 

I yield back the balance of my time. 
Chairwoman WATERS. Thank you very much. 
Mr. Green? 
Mr. GREEN. Thank you. And I want to associate myself with the 

comments of the Chair and Ranking Member Capito. Ms. Capito 
has indicated some concern about Section 107, and I share her con-
cerns as well, and want to take us back for just a moment to 1965, 
or thereabouts, when we made this commitment try as best as we 
can to help people who were living literally on the streets and in 
places that we found unacceptable. 

Affordable housing was something that we decided was appro-
priate, both economically and morally—morally, I think, because 
we ought to do what we can to help people who are homeless, but 
we also found that we were spending an inordinate amount of 
money on housing helping people, and that it would be much better 
if we developed affordability programs. Hence, we have many of the 
programs we have today. 

And if we don’t take on this question that we are grappling with 
right now, we are going back to 1965, and we may get back there 
a lot faster than we like. So I think it is important that we do what 
we can to try to retain the affordable housing stock that we have. 

I find myself, Mr.—is it Caruso? 
Mr. CARUSO. Yes, sir. It is. 
Mr. GREEN. Mr. Caruso, I want you to know that I understand 

that owners have rights and needs. And I also understand that ten-
ants have rights and needs. It appears that the Chair was—and I 
am talking about Chairman Frank—tried to find that balance in 
Section 107. And you have indicated that with some tweaking, you 
may be able to work with 107. 

Mr. CARUSO. Yes, sir. 
Mr. GREEN. But it appears that he tried to find that balance be-

cause there are some of us who think that a right to purchase 
would be a cleaner and easier way to do it because you have a spe-
cific amount of time, perhaps, to exercise your right to purchase. 
You don’t do it, then you can move on. And that is one way. And 
then, of course, we have the right of refusal. 

But my point that I would like to make with you is I am really 
sincerely—and I want to make this as clear as I can—I am sin-
cerely interested in finding a solution that is acceptable to tenants, 
Mr.—is it Leung? Mr. Leung—and to the owners. There may be a 
solution. And if there is not, then we will all stand on our prin-
ciples and move forward. 
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But my question to you is: Are you amenable to visiting with me? 
Five minutes in an open hearing is not nearly enough time to un-
derstand all of the concerns that the owners have, not nearly 
enough time to understand all of the concerns that the tenants 
have. You need more time to talk to people— 

Mr. CARUSO. Yes, sir. 
Mr. GREEN. —to understand the nuances of the problems because 

one of the things that was called to my attention by Mr. Leung is 
that they are converting these to market and not selling them. 
That brings in another dynamic to have to contend with, if we are 
not having the opportunity to purchase in the first place. 

So I think that it would be helpful if I could ask you to allow 
us to set appointments at different times and visit with you so that 
I can get a much deeper understanding of what we are trying to 
accomplish. Is this something you find acceptable, sir, Mr. Caruso? 

Mr. CARUSO. Absolutely. It happens I live in Fort Washington, so 
the commute is handy. And we at NAHMA and myself personally 
were more than committed to doing that. I think there is a middle 
ground to be found here. Chairman Frank is to be commended for 
the work he has done so far. 

Mr. GREEN. I absolutely agree with you. 
Mr. CARUSO. We have worked with him a lot on it. You know, 

as I sit with owners and we consider—we have in our firm now 
more than 15 properties whose mortgages expire in the next 4 
years. We sit every month and start looking at what we are going 
to do with those properties as they start coming out. 

Mr. GREEN. Well, we want you to work with us and see if we can 
find a way to keep them in the affordable housing stock. 

Mr. CARUSO. It is our commitment to do that, sir. 
Mr. GREEN. And Mr. Leung, would you be amenable to—if you 

can’t meet, perhaps distance may be a problem. Maybe we can talk 
on the phone and I can get a better understanding from you of 
some of the concerns that the tenants have. Having been both a 
tenant and an owner, I understand to some extent where we are. 

And finally, I want to make note of this. Mr. Gutierrez, who has 
done an outstanding job chairing the Financial Institutions Sub-
committee, the letter that we sent dealt with the first right of pur-
chase. He is, I believe, the author of the letter, but I concur with 
the language in it. 

He mentions that the Illinois Federally Assisted Housing Preser-
vation Act includes a first right of purchase, and it seems to be 
functioning quite well. Mr. Caruso, are you familiar with that, this 
Act that— 

Mr. CARUSO. I am only dimly familiar with it. I don’t have a pre-
cise understanding of it. There is similar legislation in Massachu-
setts as well. 

Mr. GREEN. Okay. Well, what we will do is talk about it more 
when we meet. 

Thank you, Madam Chairwoman. 
Chairwoman WATERS. Thank you very much. I thank you all for 

being here today. 
The Chair notes that some members may have additional ques-

tions for this panel which they may wish to submit in writing. 
Without objection, the hearing record will remain open for 30 days 
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for members to submit written questions to these witnesses and to 
place their responses in the record. 

This panel is dismissed, and I will make certain submissions a 
part of the record before we adjourn. The written statements of the 
following organizations will be made part of the record of this hear-
ing: the National Rural Housing Coalition; Stewards of Affordable 
Housing for the Future; the National Housing Law Project; and the 
Housing Assistance Council. 

Again, I would like to thank you for your testimony today. This 
panel is adjourned. 

[Whereupon, at 11:59 a.m., the hearing was adjourned.] 
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