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STREAMLINING AND STRENGTHENING HUD’S
RENTAL  HOUSING  ASSISTANCE PRO-
GRAMS—PART I

WEDNESDAY, AUGUST 1, 2012

U.S. SENATE,
SUBCOMMITTEE ON HOUSING, TRANSPORTATION, AND
COMMUNITY DEVELOPMENT,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Subcommittee met at 10:02 a.m., in room SD-538, Dirksen
Senate Office Building, Hon. Robert Menendez, Chairman of the
Subcommittee, presiding.

OPENING STATEMENT OF CHAIRMAN ROBERT MENENDEZ

Chairman MENENDEZ. Good morning. This hearing of the Senate
Banking Committee’s Subcommittee on Housing, Transportation,
and Community Development will examine opportunities to im-
prove the Department of Housing and Urban Development’s rental
housing assistance programs, particularly the Section 8 and public
housing programs.

Section 8 and public housing programs put a roof over the heads
of a combined 3.5 million American families, from formerly home-
less veterans of our Nation’s armed forces to hard-working single
parents with children to elderly and disabled families. Over the
past several years, these programs have performed to high stand-
ards while operating under dire funding constraints, but we can
clearly see the strain.

In March, HUD Secretary Shaun Donovan testified that 18 hous-
ing authorities had given up their voucher programs since January
and two housing authorities had turned down the HUD-VASH
vouchers to assist homeless veterans because they could not afford
to administer these programs.

Meanwhile, for the better part of a decade now, Congress has
been debating proposals to enact a package of changes to these
rental assistance programs, changes which have the potential to
improve outcomes for low-income families while saving the Federal
Government money and easing the administrative and regulatory
burden on housing authorities.

The names of the bills have changed from the Section 8 Voucher
Reform Act to the Section 8 Savings Act and now the Affordable
Housing and Self-Sufficiency Improvement Act, but many of the
provisions have remained remarkably consistent and enjoy sub-
stantial bipartisan support.
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Many of these provisions just make good sense. For example, it
makes sense to recheck the incomes of participant families on fixed
incomes less frequently since the incomes of these families are
more stable. It makes sense to make families with high net assets
ineligible for housing assistance through these programs. It makes
sense to streamline housing inspections and to relieve housing au-
thorities of the burden of inspecting housing units that have al-
ready passed inspection under another State or Federal program.
And it makes sense to allow housing authorities to pay higher rent-
al subsidies for families with disabilities if the higher rent is need-
ed to enable the family to live in an accessible home. I believe my
colleagues and I can agree on many of these commonsense provi-
sions, and I look forward to highlighting these areas of consensus.

Changes to HUD’s rental assistance programs have also been
linked to proposals related to other HUD programs, including the
Family Self-Sufficient Program, the Rental Assistance Demonstra-
tion, Moving to Work Demonstration, among others. Our discussion
today will shed greater light on these important proposals and, in
particular, contribute to the dialog around a balanced expansion of
the Moving to Work Program that builds on the success of the cur-
rent demonstration while implementing a rigorous evaluation sys-
tem and protecting assisted families from policies imposing severe
burdens.

HUD’s rental assistance programs enable millions of low-income
Americans to live in safe and affordable homes. It is critical that
we make these programs more efficient and place them on a stable
footing for the future so that they can remain available to the most
vulnerable members of our society.

I look forward to hearing the witnesses’ testimony on changes
that would move us toward this goal by improving outcomes for
residents, reducing program costs, and streamlining requirements
for housing authorities.

Senator Reed, would you like to make an opening statement?

STATEMENT OF SENATOR JACK REED

Senator REED. Well, thank you very much, Mr. Chairman. I want
to welcome the witnesses and particularly thank you for holding
this very important hearing.

As today’s hearing will explore, we are looking for ways to
streamline and strengthen HUD’s rental housing assistance pro-
grams, and I would like to focus my brief comments on a key ap-
proach to accomplish this goal, and that is the enhancement of the
Family Self-Sufficiency Program.

Family Self-Sufficiency is an employment and saving incentive
program for families that have Section 8 vouchers or live in public
housing. This program provides at least two key tools for its par-
ticipants: first, it provides access to the resources and training that
helps participants pursue employment opportunities and other
goals; and, second, it encourages FSS families to save money by es-
tablishing an escrow account for them. And upon graduation from
the FSS program, the family can use these savings to pay for job-
related expenses such as the purchase and maintenance of a car or
for additional workforce training.
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I will soon be introducing legislation to enhance the FSS Pro-
gram as it exists today which will broaden the supportive services
that can be provided to participants, including GED prep and fi-
nancial literacy training, and extend the FSS Program to partici-
pants who live in privately owned properties with project-based as-
sistance. And I would urge all my colleagues to look very closely
at the bill, and hopefully they will be supportive.

Finally, I will continue to work to fund the National Housing
Trust Fund, and I reiterate my willingness to work with all my col-
leagues to realize this goal.

One point I think I want to just emphasize is that there is some-
thing more that we have to do than simply provide shelter. You
have to provide people the ability to move up and move forward,
and the FSS Program does it. So without supportive services, I
think we end up in the long run spending a lot more money and
not giving people the chance to use their talents to move up and
move out and move on. And that should be our goal just as much
as providing basic shelter.

Thank you, Mr. Chairman.

Chairman MENENDEZ. Thank you, Senator.

Let us welcome all of our witnesses. As I introduce you, let me
just say that your full testimony will be included in the record. We
ask you to summarize your testimony in around 5 minutes or so,
and then that will be followed by a question-and-answer period.

Let me introduce our panel. Keith Kinard is the executive direc-
tor of the Newark Housing Authority in New dJersey since June
2006. That is the largest public housing authority in the State of
New dJersey, managing over 11,000 public housing units and hous-
ing choice vouchers. It also serves as the redevelopment authority
for the city, working in support of the revitalization of the city of
Newark. Prior to that, Mr. Kinard was the executive director of the
Pittsburgh Housing Authority, which participates in the Moving to
Work Demonstration, so we look forward to hearing his insights on
that. He is testifying today on behalf of the Council of Large Public
Housing Authorities, of which he is a board member. Welcome,
Keith. We look forward to your testimony.

Dianne Hovdestad is the deputy director of the Sioux Falls Hous-
ing and Redevelopment Commission in Sioux Falls, South Dakota.
She is responsible for the day-to-day administration of programs
that provide affordable housing to approximately 2,000 households,
including 1,800 housing choice vouchers. She has over 35 years of
experience—they must have taken you from the crib to do this
work—working with HUD rental assistance programs and has
served in various leadership positions with the National Associa-
tion of Housing and Redevelopment Officials, including the vice
president of the housing committee, and she testifies on their be-
half today.

Howard Husock is vice president for policy research at the Man-
hattan Institute where he is also director of its Social Entrepre-
neurship Initiative, a contributing editor to City Journal, has writ-
ten widely on housing and urban policy, has served as director of
case studies in public policy and management at Harvard Univer-
sity’s Kennedy School of Government, where he is also a fellow at
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the1 1Hauser Center for Nonprofit Organizations. We welcome you as
well.

Will Fischer is a senior policy analyst at the Center on Budget
and Policy Priorities. His work focuses on Federal low-income hous-
ing programs, including the Section 8 Voucher Program, public
housing programs, the Low-Income Housing Tax Credit Program
ﬁas been cited in numerous media publications, and we welcome

im.

Linda Couch is the senior vice president for policy and research
at the National Low Income Housing Coalition. In this role, Linda
focuses on issues including public and assisted housing, appropria-
tions, capitalization of the National Housing Trust Fund. She has
previously worked at Leading Edge on affordable housing for low-
income seniors. She also has a background in State Government af-
fairs.

So we have a very talented set of panelists. With that, we are
going to start with you, Mr. Kinard, and, again, about 5 minutes,
and then we will move on to the rest of the panelists and have a
good question-and-answer session.

STATEMENT OF KEITH KINARD, EXECUTIVE DIRECTOR, NEW-
ARK HOUSING AUTHORITY, ON BEHALF OF THE COUNCIL OF
LARGE PUBLIC HOUSING AUTHORITIES

Mr. KINARD. Good morning, Chairman Menendez, Senator Reed,
and other Members of the Subcommittee. My name is Keith
Kinard. I am the executive director of the Newark Housing Author-
ity and a board member of the Council of Large Public Housing Au-
thorities. CLPHA’s 70 members serve over 1 million households,
manage almost half the Nation’s public housing stock, and admin-
ister nearly one-quarter of the Section 8 program.

With the proposed AHSSIA legislation, Congress has recognized
the need for revision of the Housing Choice Voucher Program to
allow agencies to operate more efficiently. There are several as-
pects of AHSSIA that would undoubtedly improve the Housing
Choice Voucher Program. The first is allowing families with fixed
incomes to recertify at least 3 years in lieu of the annual recertifi-
cation requirement. Current HUD regulations require all assisted
families to recertify annually. This creates a significant incessant
administrative task. Of those 4,500 families on the program in
Newark, nearly 40 percent, or 1,800, rely on fixed income to sup-
port their families. The provisions of AHSSIA that allow the reex-
amination to take place every 3 years would greatly reduce the
costs associated with the current process.

The second improvement is curbing the volume of unplanned in-
terim reexaminations performed at the participant’s request. Our
agency received approximately 180 requests for interim reexamina-
tions last month alone, or 2,500 annually. New provisions in
AHSSIA setting a 10-percent decline threshold and giving housing
authorities discretion on whether to complete an interim recertifi-
cation if the change in income occurs within 3 months preceding
the annual recertification are a welcome option to housing authori-
ties’ avoiding duplicative work.

An additional positive recommendation is the allowance of bien-
nial housing quality standard inspections. The Newark Housing
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Authority must conduct a minimum of 4,500 annual HQS inspec-
tions per year. That equates to 87 per week and spending roughly
$160,000 annually. It is the Newark Housing Authority’s position
that through this reform effort, landlords should bear the cost for
required second and third inspections that occur due to the failing
condition of units.

The Rental Assistance Demonstration Program is a step in the
right direction toward converting public housing rental portfolio.
Public housing nationwide carries a $26 billion capital backlog due
to funding issues and an aging inventory. Newark Housing Author-
ity alone has $500 million in capital needs and receives just over
$16 million annually. This is a recipe for failure. RAD begins to
offer a path to allow conversion and preservation through private
investment in our public housing stock. The current House version
of AHSSIA is strongly supported by CLPHA because it not clears
up many aspects of the process, but it also authorizes appropria-
tions of $30 million annually over the next 5 years in order to sup-
plement costs, evaluate the program, and provide much needed
technical assistance to authorities and residents.

We do, however, believe that HUD should use to the maximum
extent possible their waiver authority to address current limita-
tions on contract rent setting, the cap on the number of PBV units,
and also the 12-month choice mobility constraint.

Finally, we support the permanent expansion of the Moving to
Work Program for any interested housing authorities. Currently 35
MTW agencies are managing a program that falls outside the
bounds of the traditional models and are raising overall standards
of housing services. Innovative programs dealing with rent sim-
plification, preservation of expiring use properties, and funding of
housing for the chronically homeless are just a few initiatives that
were born out of the MTW Program. Having run both an MTW
agency and a nontraditional non-MTW housing authority, I can at-
test to the major benefits that residents, the community, and the
housing authorities alike realize in an MTW environment. In New-
ark, a non-MTW agency, we are consistently drawn to focus on
HUD test protocols such as PHAS, SEMAP, PIC, and VMS submis-
sions. This diverts attention away from families we serve and the
outcomes we strive to achieve.

In my previous role as the executive director of the Pittsburgh
Housing Authority, we utilized a broad range of MTW flexibility to
address the more critical needs in our community. We began our
days thinking about creating affordable housing within intensive
supports, eliminating high-cost/low-benefit activities required by
regulation, and focusing cash, regardless of its origin, on creating
new affordable housing and preserving the existing stock.

In sum, CLPHA strongly supports the expansion of MTW and
this assisted housing reform effort, and we thank you all for the
opportunity to provide testimony on these critical issues.

Chairman MENENDEZ. Thank you very much.

Ms. Hovdestad.
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STATEMENT OF DIANNE HOVDESTAD, DEPUTY DIRECTOR,
SIOUX FALLS HOUSING AND REDEVELOPMENT COMMIS-
SION, ON BEHALF OF THE NATIONAL ASSOCIATION OF
HOUSING AND REDEVELOPMENT OFFICIALS

Ms. HOVDESTAD. Good morning, Chairman Menendez, Senator
Reed, Senator Crapo. My name is Dianne Hovdestad, and I serve
as the deputy director of the Sioux Falls Housing and Redevelop-
ment Commission in South Dakota. I am also representing the
22,000 individual members and 3,200 agency members of the Na-
tional Association of Housing and Redevelopment Officials, the old-
est and largest group representing housing and community devel-
opment professionals. I am here representing many, many housing
authorities across the Nation.

The voucher program is a difficult program to administer and
difficult for households and landlords to participate in as the regu-
lations are very complex. My written testimony has many rec-
ommendations of what I hope you will consider enacting, but there
are three things I implore you to consider based on my 35 years
of experience in administering rental assistance programs:

One, adequate funding for administration of the program, on the
budget appropriations side, that Congress provides adequate fund-
ing for the administration of the voucher program. In many ways,
Sioux Falls Housing is indicative of a great number of housing au-
thorities serving rural, geographically large areas. I mention this
because the impact of the current situation with the administrative
fees affects both large urban housing authorities as well as smaller
rural housing authorities, but in substantially different ways.

Given this need, the time for relief is now. I will use Sioux Falls
Housing administrative fees to demonstrate how difficult it has be-
come.

In fiscal year 2003, Sioux Falls Housing earned approximately
$970,000 to administer $7.3 million in voucher rental assistance for
1,500 households. In calendar year 2012, Sioux Falls Housing an-
ticipates that it will receive approximately $950,000 to administer
$10 million in rental assistance for approximately 1,800 house-
holds. Sioux Falls Housing is receiving less money to administer $3
million more in rental assistance to an additional 316 households.

I am pleased that Chairman Johnson recognized that housing au-
thorities could not perform all the required program tasks based on
the pro-ration in 2012. In order to assist housing authorities, Sen-
ator Johnson introduced an amendment to address this issue. I
hope you will address the administrative fee in any legislation that
you develop.

Two, rent simplification. The determination of a household’s in-
come which is used to calculate the amount of rental assistance
and the household’s share of rent is an extremely complicated proc-
ess. Every source and amount of a household’s income must be
verified by a third party and reported to HUD. This includes
amounts that are specifically excluded by statute and/or regulation.
Each household participating in the voucher program must provide
information annually to determine if an adjustment should be
made in the amount of their rental assistance and tenant share of
the rent. Each interview takes approximately 30 to 45 minutes to
complete. I am asking that the complexities of the rent calculation
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requirements be alleviated through quick rulemaking changes so
long as statutory requirements are met. A rapid response to this
request would mean immediate relief to staff time currently dedi-
cated to meeting the current complex requirements. Changes would
alleviate the administrative costs associated with the current cal-
culations regime and result in a twofold effect of reducing adminis-
trative costs currently associated with the current rent calculation
regime while also providing immediate relief to address my re-
quest.

Three, regulatory relief. Housing authorities across the country,
whether small rural agencies like the one I serve or the larger
urban communities, desperately need responsible regulatory re-
form. I am respectfully requesting that you bring your significant
influence to bear at this time to stress to the Department the ur-
gent need for quick action. For nearly 10 years, the National Asso-
ciation of Housing and Redevelopment Officials has urged the De-
partment to take quick action. With your permission, I would like
to submit the Mountain Plains NAHRO’s request for regulatory re-
lief and the Department’s response for the record.

Chairman MENENDEZ. Without objection.

Ms. HOVDESTAD. Positive action on requested regulatory relief by
the Department would provide not only the regulatory relief I men-
tioned but, more importantly, increase staff time to address the im-
portant matters of providing excellent customer service to our com-
munity, greater transparency to our landlords participating in the
voucher program, and place low-income families in safe, quality
housing.

Thank you.

Chairman MENENDEZ. Thank you.

Ms. Husock.

STATEMENT OF HOWARD HUSOCK, VICE PRESIDENT FOR
POLICY RESEARCH, MANHATTAN INSTITUTE

Mr. Husock. Thank you, Mr. Chairman, and thanks to this Com-
mittee for devoting its time and attention to the important issues
of low-income housing.

The legislation recently considered by the House focused both on
how best to finance and maintain affordable housing and how to
structure tenant-based low-income housing programs so as to en-
courage self-sufficiency and upward mobility. I will focus mainly on
the Housing Choice Voucher Program and, particularly, the Moving
to Work Program, which, like Mr. Kinard, I will strongly support.

Over the past two decades, housing vouchers have emerged as a
major program for many of our lowest-income households, roughly
doubling in size. In fiscal year 1998, the Congress appropriated $9
billion for local public housing authorities to distribute vouchers.
More recently, HUD has allocated $17 billion for that same pur-
pose. Spending on vouchers has even surpassed the cash benefits
of Temporary Assistance for Needy Families.

One can well understand why the challenge for the lowest-in-
come families earning 30 percent or less of median to find housing
is substantial. It is important, however, to understand the housing
choice voucher not just as a housing program but, in addition, as
a key aspect of U.S. social policy, that is, our policy aimed at aiding
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the long-term upward mobility of the most disadvantaged house-
holds. That traditional goal of social policy—what President John-
son called a “hand up”—is relevant to this program in which many
of the most vulnerable households are enrolled.

Like traditional public housing, nonelderly voucher recipients
with children are largely single-parent families, 94 percent headed
by single women; and they are of extremely low income, 47 percent
at 20 percent or less of national median. So the importance of
structuring the program to provide incentives such that households
move toward economic self-sufficiency is crucial. But this also has
a practical dimension. The long waiting list and the likelihood that
appropriations will not be significantly increased means it behooves
us to find ways to help the participants move up and out if only
to serve others in need. But HUD data shows that currently 50
percent of voucher tenants and 48 percent of public housing ten-
ants have been in the program for 5 years or longer.

It is in this context that it is crucial to set goals for the program
that go beyond administrative efficiency, as important as that is,
and that public housing authorities which administer the program
seek to improve such metrics as employment, household income,
and the graduation, if you will, from the program. To find the best
ways to manage and structure it so as to achieve these goals, it
makes sense to give the Nation’s network of 3,200 public housing
authorities flexibility based on the model of efforts authorized
under the modestly scaled, too modestly, Moving to Work initiative,
which should be made permanent and expanded to include as
many authorities as possible.

We are already seeing very significant social improvement
through Moving to Work to date. Notably, the Atlanta Housing Au-
thority has used its MTW waiver to link a work requirement with
extensive counseling to the voucher, and they have increased work
participation among voucher holders—among its housing popu-
lation, rather, from 14 percent in 1994 to 71 percent today. Other
authorities—including Cambridge, Massachusetts; Charlotte, North
Carolina; Portland, Oregon; Ravenna, Ohio; the State of Dela-
ware—are using MTW in ways to change their rent structure so as
to stop discouraging work and to encourage savings. An expansion
of Moving to Work would allow other authorities to try similar ex-
periments, even to consider, as Philadelphia did, an outright time
limit.

Flexibility for local housing authorities must be guided by clear
goals shaped by the Congress and overseen by HUD, but there is
just no reason to limit the flexibility that comes with Moving to
Work, an initiative begun by the Clinton administration, to just 35
of the Nation’s 3,200 housing authorities.

Finally, I would like to address briefly the proposal also dis-
cussed in the House bill’s language to convert public housing cap-
ital and operating subsidies into project-specific vouchers, both as
a means to preserve affordable housing developments in their cur-
rent use and to facilitate increased investment of private capital to
reduce an estimated $30 billion in maintenance backlog. The ra-
tionale for doing this in a time of serious maintenance needs and
budget shortfalls is obvious, and the approach may provide a useful



9

additional tool for public housing officials facing serious deferred
maintenance.

I would urge, however, that Members of the Committee be cau-
tious in a too broad embrace of this plan which could be fiscally
consequential. Anytime public incentives divert private capital, we
cannot be sure what opportunities we are forgoing, and the same
is true for preserving specific housing developments when there
may be a higher and better use for their sites in ways which could
benefit those of all income.

Innovative maintenance financing may be worth trying in a lim-
ited number of circumstances but should not be seen, in my view,
as a way to preserve unit by unit all public and subsidized housing.
Better for the Congress through HUD to encourage additional ap-
proaches which could include, for instance, the sale of high-value
parcels currently owned by local housing authorities so as to create
locally based maintenance endowments for remaining units.

Let us be guided both in how much public housing we preserve
and how we set the rules for housing choice vouchers not by a nar-
row goal of preservation or program expansion, but by a broad de-
termination to help improve the economies of our cities in ways
that uplift the poorest households.

Thank you very much.

Chairman MENENDEZ. Thank you.

Mr. Fischer.

STATEMENT OF WILL FISCHER, SENIOR POLICY ANALYST,
CENTER ON BUDGET AND POLICY PRIORITIES

Mr. FiscHER. Thank you, Chairman Menendez, Senator Reed,
and Members of the Subcommittee. It is a privilege to testify before
you today, and I want to thank you also for holding this hearing
on the important topic of strengthening and streamlining Federal
rental assistance.

The Nation’s rental assistance programs assist more than 4 mil-
lion low-income families, most of them elderly people, people with
disabilities, and working-poor families with children. Research has
shown these programs to be highly effective in addressing problems
like homelessness and housing instability, but it has been a long
time—14 years—since Congress has enacted authorizing legislation
covering the voucher and public housing programs, and there are
opportunities to improve the programs based on lessons learned
and changed circumstances.

Both AHSSIA, the bill that the House considered this year, and
the Section 8 Voucher Reform Act that Congress has considered in
previous years contain a set of largely similar core reforms that
would strengthen and update these programs through reducing ad-
ministrative burdens for agencies and owners, allocating voucher
funds more efficiently, and strengthening support for work.

Even more pressing, these bills contain large Federal savings.
According to CBO, the December 2010 version of SEVRA, which is
the most recent, would reduce the amount of funding needed to
maintain the current level of rental assistance by more than $700
million over 5 years. According to the Financial Services Com-
mittee, the most recent version of AHSSIA, which contains some
additional cost savings measures, increases that to $1.5 billion.
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Those numbers do not include savings from administrative stream-
lining which would reduce costs by an additional several hundred
million dollars.

My testimony contains details on the core reforms in these bills.
Just as one example, I think the provisions streamlining deter-
mination of tenant rents and incomes are one of the key reforms
that would really reduce administrative burdens as well as gener-
ating other cost savings. The change to doing recertifications for
people in fixed incomes every 3 years, as has been mentioned, is
a good example of that. That would reduce burdens on mostly el-
derly people and people with disabilities who would be affected and
also generate large administrative savings for agencies. It is just
one of a large number of similar commonsense, good Government
reforms that are in these bills. These are largely proposals that
HUD supports but cannot move forward with without congressional
authorization. They have been vetted for a number of years in Con-
gress and have had strong bipartisan support, and they are sup-
ported by a broad range of housing groups, as evidenced by the let-
ter from 810 organizations around the country that was sent to the
Banking Committee urging prompt action.

I would urge the Committee to be cautious with more controver-
sial provisions. For example, a sharp expansion of the Moving to
Work Program raises a number of risks, such as large shifts of
funds from the voucher program to other purposes that would re-
sult in many fewer families receiving assistance. And any Moving
to Work expansion that goes beyond the compromise provision that
is in the most recent House bill would also undermine the broad
support that the bill has received so far.

I want to close by just emphasizing how important it is that the
country’s rental assistance programs work as efficiently and as ef-
fectively as possible so that they can assist as many families as
they can. In concrete terms, the savings in these bills would mean
that housing agencies can serve more needy families or, if nec-
essary, avoid painful cuts in assistance. These are critically impor-
tant changes, especially now when budgets are expected to be tight
for years to come, but the need for rental assistance remains very
high with fewer than one in four families eligible for assistance get-
ting help.

The voucher reform bills, the rental assistance reform bills would
take a big step toward achieving those goals of improving these
programs, and I would urge the Congress to enact them as soon as
possible so that the savings and other benefits from the programs
can begin to be realized as soon as possible.

Thanks again for the privilege of testifying before you, and I will
be happy to take any questions that you have.

Chairman MENENDEZ. You are so efficient. You had another
minute.

[Laughter.]

Chairman MENENDEZ. Ms. Couch.
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STATEMENT OF LINDA COUCH, SENIOR VICE PRESIDENT FOR
POLICY AND RESEARCH, NATIONAL LOW INCOME HOUSING
COALITION

Ms. CoucH. On behalf of the National Low Income Housing Coa-
lition, I would like to thank Chairman Menendez for holding this
important hearing today at a time when the need for rental assur-
ance is growing across the United States.

The shortage of affordable and available units for extremely low
income households in 2010 was 6.8 million units, 400,000 more
than it was in 2009. For extremely low income households, there
is a shortage of more than 189,000 affordable and available units
in New Jersey alone.

Ideally housing reform legislation would result in both more af-
fordable housing and more efficient use of Government resources.
Recent versions of housing reform legislation would result in 5-year
savings ranging from around $700 million to more than $1 billion.
These are tremendous savings, the vast majority of which come
from uncontroversial policy changes.

In any reform bill, we urge the Subcommittee to balance new
program flexibilities with the need for program accountability. In
the long run, we fear that if Congress’ understanding of the pro-
gram’s use and impact fade due to fewer reporting requirements,
the result would be decreased resources. The reforms that we sup-
port bring efficiencies while continuing to hold all parties account-
able for the use of Federal resources.

We support several changes that would encourage increased
earned income and simplify rent setting while maintaining Brooke,
the program’s underlying tenet that each household pays a rent
that is affordable, even as its income fluctuates.

The Nation would also benefit from enactment of improvements
to the project basing of vouchers, which would allow otherwise
unaffordable units to meet the Nation’s most significant affordable
housing needs.

The need for clear direction to HUD on the allocation of voucher
renewal funding was a primary reason for the development of re-
form legislation several years ago. We support language directing
HUD to base renewals on actual costs and leasing data as well as
policies that would allow agencies to over-lease vouchers and re-
serve offset and reallocation policies.

We would like any Senate housing reform bill to include provi-
sions to improve the portability of vouchers from one housing agen-
cy’s jurisdiction to another, to require HUD to establish certain
standards and procedures for assessing the performance of agen-
cies’ voucher programs, and to guard voucher households from pay-
ing excessive rent burdens. Each of these provisions improve the
voucher program for tenants, and each has thus far been left out
of the House versions of the bill this session.

On another note, the Low Income Housing Coalition was shocked
and disappointed that the Administration requested increased min-
imum rents in its fiscal year 2013 budget request. We referred to
HUD'’s proposal as one that “picks the pockets of the poorest of the
poor.” It follows then that we do not believe increasing minimum
rents is needed to create a robust housing reform bill. The House’s
latest proposal increases minimum rents for households with in-
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comes of less than $2,800 a year. While it may be hard to imagine
that there are households with incomes so low, the reality is that
these households exist, and the programs keeping them off the
street, out of the back seats of cars at night, and out of shelters
are HUD’s voucher, public housing, and project-based Section 8
programs.

We also support other major reforms to the voucher program
which we know are outside of the scope of any bill this year. Three
policies that would significantly increase households’ choice and
ability to use their vouchers are the regionalization of voucher as-
sistance and administration, the enactment of Federal source of in-
come laws, and instituting nationwide small-area fair market
rents, an effort for which HUD is currently doing a demonstration.

Of course, a real breakthrough would be to make assistance by
the Housing Choice Voucher Program an entitlement to those
households eligible for it, at least for certain populations. Today the
only housing entitlement programs are for homeowners, the vast
majority of those resources going to assist high-income households.

While the coalition has agreed to a carefully crafted version of
Moving to Work expansion, referred to by others here as the
“stakeholder agreement,” and I believe attached to CLPHA’s testi-
mony, history shows that Moving to Work expansion has stalled
housing legislation for years. We support moving forward with
voucher reform legislation without an MTW title. Moving to Work
legislation could be considered separately while the significant sav-
ings and efficiencies of a broader housing reform bill could be taken
advantage of now.

We also encourage Members of this Subcommittee to support
capitalization of a National Housing Trust Fund, which Congress
authorized in 2008 thanks to the leadership of Senator Reed. The
National Housing Trust Fund, coupled with the stabilization of
HUD’s rental assistant programs by housing reform legislation,
could end homelessness in the United States.

Thank you for your work to improve HUD’s programs.

Chairman MENENDEZ. Thank you. Thank you all.

There is a lot of ground to cover here, so let me start with you,
Mr. Kinard and Ms. Hovdestad. Both of you are on the ground. You
are working every day to implement these programs on behalf of
low-income families. We have been talking about this for some
time. I think there is a tendency to forget how incredibly pressing
the need for action really is. I have heard from affordable housing
advocates and housing professionals telling me that these reforms
really cannot wait and are urgently needed now.

Can you discuss the impact over time if Congress fails to act soon
to implement some of the specific reform proposals we have talked
about? What are the consequences on the ground?

Mr. KINARD. I certainly can do some of that. The consequences
really are devastating. There are financial consequences associated
with cumbersome, burdensome processes that simply we cannot af-
ford and each year are escalating. There is the potential for loss of
units. We have many units in Newark alone right now that are
boarded up, that we simply do not have the funding to put back
online. And a lot of our funding is being used today to ultimately
fill out score sheets and fill out reports and send information in.
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And it is really sad riding to work every day past units that have
the windows boarded up and the doors boarded up, knowing that
we have waiting lists that have thousands and thousands of fami-
lies on them for many, many years, and realizing that I have got
to divert that funding to ultimately respond to needs that have
been on regulatory books for many, many years, and unfortunately
rea&ly do not get to the heart of the mission that we are in business
to do.

So essentially for the availability of future housing, for, I think,
the future existence of our program, and especially in light of the
outlook of budgets moving forward in forward years, I think the
impact is devastating if we do not move soon.

Ms. HOVDESTAD. I would like to echo what was just said and that
we do spend a lot of time working on reports that we have not had
to do in the past. HUD is putting a lot of emphasis on lease-up,
and so every month we respond to questions from HUD about why
we are not leasing up to our baseline units. And part of our prob-
lem of underutilization of our vouchers is that we are unable to
hire staff that has left the agency’s employ for other jobs, and so
the rest of the workload is distributed to the other staff, and they
cannot take on any more than they currently have. It is taking
longer to get the inspections done because of the lack of staff. And
then the interim changes that we are required to do, they are tak-
ing a lot of time also.

Another big impact is on the Family Self-Sufficiency Program
that we have, and I would like to thank Senator Reed for his work
on the FSS Program. We have a very successful Family Self-Suffi-
ciency Program, and we were able to use some of our administra-
tive fees to help meet some of the unmet needs like personal coun-
seling. We have a lot of participants who have a lot of personal
issues that are barriers for them becoming self-sufficient. We have
used it to put on workshops on financial wellness and what it takes
to buy a house and things like that.

On the regulatory side, we just spend a lot of time kind of doing
things that seem kind of redundant and unnecessary, like the re-
porting of excluded income.

Chairman MENENDEZ. Since you are both representing a dif-
ferent universe of housing authorities here, what is the reality of
housing authorities’ refusing to run their voucher programs, turn-
ing down VASH vouchers to assist homeless veterans, loss of hard
units as a result of the lack of reforms? With your colleagues, do
you experience that?

Mr. KIiNARD. Well, I feel that. We have not done that. We have
not been forced to do that. But we have had to make similar deci-
sions, and I will give you a concrete example that we face on a
monthly basis.

Due to reduced admin fees and due to our strain in terms of re-
sources, we are making decisions in terms of how many staff we
have associated with interim reexamination processes and annual
reexamination processes versus our ability to actually issue vouch-
ers and get families on the program. It is a budgetary issue. It is
a commonsense issue. If you only have ten staff and that is all you
can afford, but you must get these forms in, somewhere in there
you have got to make a decision between the two. And I believe
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those housing authorities have made probably the most difficult
choice in many of those directors’ and staffs’ career that they do not
want to provide insufficient service or they do not want to jump
into something that ultimately will provide less than decent, safe,
and sanitary housing. Instead, they will turn those vouchers in,
and hopefully someone else can utilize those correctly because they
simply do not have the funding to run the program.

Chairman MENENDEZ. All right. I have several other questions,
but I want to turn to Senator Reed first.

Senator REED. Well, thank you, Mr. Chairman, and I want to
thank the witnesses for excellent testimony and giving great per-
spectives on some very critical issues. I think Mr. Husock pointed
out that it is not just about keeping people in housing; it is giving
them a chance to move up, move forward, move ahead. And I think
that is a theme that we want to support.

That takes me back to the point I raised in my opening state-
ment about the Family Self-Sufficiency Act. Thank you, Dianne, for
using it so well and effectively. But I wondered, Mr. Fischer, with
your colleagues at the Center on Budget and Policy Priorities, have
you looked at this issue and can you give some comments about
how valuable the program is and what we can do to continue it?
In terms of changes, HUD is making similar proposals as I am.

Mr. FISCHER. Sure. I think this is an important issue to look at,
ways to help people who receive rental assistance move toward self-
sufficiency. As context, there are a lot of people on rental assist-
ance for whom this is not an issue. Half of the caseload is elderly
people or people with disabilities. Another 30 percent is working
families. But there is a segment of the population that could use
support to help move toward self-sufficiency and increase their
earnings, and I think the Family Self-Sufficiency Program is a real-
ly strong approach to doing that. It combines both supportive serv-
ices and counseling and also earnings incentives through the cre-
ation of escrow accounts, and that is a combination that based on
the available information does work in terms of helping people in-
crease their earnings.

Like you said, HUD is considering some—has supported some
similar proposals to strengthen the Family Self-Sufficiency Pro-
gram. The AHSSIA bill that is in the House has a number of provi-
sions that move in the same direction, and I really thank you for
looking at this issue and looking at ways to move this legislation
forward.

I think one example of an important change that needs to be
made and that all these entities are looking at is extending the
program to the project-based Section 8 program, which is, along
with public housing and vouchers, the third large rental assistance
program. Currently the Family Self-Sufficiency Program is not
available. There is no reason for that. It is equally applicable in
project-based Section 8. And so proposals like yours that would ex-
tend it there would really do a lot of good for the people who are
in that program.

Senator REED. Thank you very much.

Just a final question, because I know the Chairman has addi-
tional questions. Ms. Couch, you mentioned the National Housing
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Trust Fund. From your evaluation, capitalizing this program, get-
ting it up and running, how could it help the current crisis?

Ms. CoucH. Well, the Nation’s housing needs, as you know, are
overwhelmingly clustered within households with extremely low in-
comes, households below 30 percent of area median income. And
the National Housing Trust Fund, as Congress designed it in 2008,
would dedicate the majority of its assistance to households at that
really deep income level.

Today we have these great shortages, like almost a 190,000-unit
shortage in New Jersey, because we are not producing housing that
is affordable to incomes at this low of a level. We used to with pub-
lic housing and project-based Section 8, but the numbers of those
units are shrinking. The trust fund could step in and really
produce units affordable to households at that low income level and
also preserve other units that might be unsubsidized today and
really set this Nation on a path toward ending worst-case housing
needs, as HUD defines them, all of the—more than 73 percent of
ELI households pay more than half of their very low incomes on
rent, and ending homelessness in the United States. So we see the
trust fund as really critical to setting the Nation on a path to end
homelessness in the country.

Senator REED. Let me just add one final point. There might be,
particularly at this moment, an additional benefit, that is, putting
people to work building rental properties, renovating rental prop-
erties. We have a very weak housing market. I know Senator
Menendez has been leading the way on several different initiatives.
Your legislation, which I am proud to cosponsor, is designed to try
to get people back not only into housing but people banging nails,
et cetera, to build housing.

Ms. CoucH. It is certainly a jobs program as well. We appreciate
that. And I think that, you know, the home builders have all sorts
of great data on the numbers of jobs, both immediate jobs and long-
term jobs, that can be sustained through the development of hous-
ing.

Senator REED. You look like you have a comment, Mr. Husock,
and I want to give you the chance. Are you all set?

Mr. Husock. If I might very briefly, with the Chairman’s permis-
sion, I wanted to add to Mr. Fischer’s comments about Family Self-
Sufficiency in response to Senator Reed’s question and to echo what
Ms. Couch said about the importance of not having a rent structure
that penalizes people for improving moving up and forward, as the
Senator puts it, because when you have a Brooke amendment-
based rent structure that has a set percentage, the more you earn
the more you pay, so, in effect, the marginal tax rate on our poorest
households is higher than for our highest-income households. That
is ridiculous.

And so setting fixed rents and allowing people to earn more but
to keep what they earn perhaps in the context of other require-
ments—with which we may not agree, but nonetheless we agree on
that, I think—I think would be very important to promote self-suf-
ficiency also in the context of counseling and other programs.

Senator REED. My time is up, but the possibility exists, too, of
sort of a shared appreciation where, you save more. But you con-
tribute a little bit more, too. So I do not think it would necessarily
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have to be either/or, either fixed or not. But I think there is a way
in principle we can work out a formula that encourages moving up.
Let me just thank you for that insight. It is valuable.

Do you have a quick response, Ms. Couch?

Ms. CoucH. I just wanted to clarify that we believe strongly that
each household’s income should—each household’s rent should re-
flect its income at the time, and all of the voucher reform bills have
included provisions which we think really encourage and allow for
increased earned income without, you know, immediately coming
and raising people’s rent. And so, you know, we support those pro-
posals, but one of the key benefits of these programs is stability,
and if your rent keeps going up but for some reason your income
goes down, these programs are not providing the assistance we
need them to. And so the rents absolutely have to maintain this
Brooke standard of fluctuating as a household’s income fluctuates.

Senator REED. Well, thank you very much for your insights.

Thank you, Mr. Chairman.

Chairman MENENDEZ. Thank you, Senator Reed, for your leader-
ship in this field.

Let me ask a few other questions here. There are various legisla-
tive proposals that would enact a stable voucher renewal funding
policy. Currently congressional appropriators set a voucher renewal
funding policy each year, which I am told makes it very difficult
for housing authorities to plan for the year ahead. In addition,
there are various legislative proposals that would clarify how much
money housing authorities can hold in reserves for a rainy day
without those funds being taken back or offset, so to speak.

Mr. Fischer, you write in your testimony that these voucher
funding rules will allow housing authorities to serve many more
families with the same amount of funding. Can you explain how
the predictability and clarity provided by those simple changes
would translate into more families served?

Mr. FIsCHER. Sure. When agencies are able to predict how much
money they will have and also how much funding they will have
in reserves, it can let them manage their funds more predictably.
There is history behind this where there was—starting in 2003,
there has been a series of changes in the funding formula. It has
gotten somewhat more stable in recent years, but during that pe-
riod we saw the percentage of agencies’ vouchers in use drop from
around 97 percent down to 92 percent, which translates to about
100,000 fewer families being assisted. And part of this was just
that it was much harder to predict both what funding level agen-
cies would get and whether their funding reserves, whether they
could keep funding reserves or those would be recaptured. And
those played a role in those large numbers of families not receiving
assistance. I think stabilizing the funding formula, like SEVRA and
AHSSIA would do, would give agencies more certainty and would
help them assist more families.

Another sort of specific thing in both bills that would contribute
to this is a provision that would allow agencies to assist more fami-
lies than their authorized number if they had funds available to do
this. Right now, agencies, even if they are sitting on unused money
and have reserves, they are not allowed to go above their author-
ized voucher cap. They are penalized for that, and they do not get,
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it affects their funding for the following year. Under SEVRA and
AHSSIA, agencies could use those extra funds to assist more fami-
lies, and this would mean not only more families getting help but
also the agencies would have a strong incentive to reduce the cost
per voucher because they would know that they are able to do that
and stretch their funds further and they can help more families.

Chairman MENENDEZ. Let me go back to you, Mr. Kinard, on a
different issue. I am concerned nationwide but certainly that New
Jersey’s stock of federally assisted affordable housing is aging rap-
idly. We have long been a population center. Affordable housing
was built many decades ago and is now in danger of becoming ob-
solete as a result of a lack of funding for modernization. And I am
hopeful that HUD’s Rental Assistance Demonstration will serve as
an effective tool to preserve affordable housing in New Jersey and
nationally. But I share the concerns that have been raised by af-
fordable housing advocates that the lack of funding for RAD will
prevent the housing developments with the greatest capital needs
from participating in the program.

Could you discuss whether you believe the new RAD authorizing
language and the authorization for appropriations contained in the
most recent, I think it is an April draft of the House’s Affordable
Housing and Self-Sufficiency Improvement Act would help open the
program to developments most in need?

Mr. KINARD. Certainly. It is our belief firmly that it would, that
RAD is an important initiative that ultimately would allow the con-
version of much needed deteriorated and distressed public housing
into a more stable environment on the project-based voucher side.
In fact, in Newark right now we are in the midst of converting a
220-unit public housing building into project-based voucher. We
have been able to partner with a private bank and generate nearly
$30 million to go into a building that—we talk about the future—
maybe in 5 or 8 years this building would have become obsolete,
and those seniors would likely had to have been moved out of the
building.

So we know that putting money in RAD will supplement in some
regards, in some jurisdictions, the funds that are ultimately needed
to make their projects work. Is it enough? Clearly not in certain ju-
risdictions. But putting money into it in the demonstration pro-
gram will make some jurisdictions who are one side of the fence
able to get on the other side of the fence and actually participate.
And hopefully it will demonstrate a program that will generate
more funds, will demonstrate the need for more funds, and allow
us to get even more housing authorities involved.

But I think there is a lot of training and technical assistance and
evaluation that those funds will also support that need to occur
with the RAD conversions.

Chairman MENENDEZ. All right. So let me move to Moving to
Work. You had a time in the Pittsburgh Housing Authority, which
had a Moving to Work Demonstration project, and you are now at
the Newark Housing Authority, which does not have a Moving to
Work Demonstration project. So I think you are in a unique posi-
tion to talk to us from both perspectives. Can you speak to the good
and the bad as you see it?
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Mr. KINARD. Well, the good was Pittsburgh with Moving to Work.
The bad is Newark without Moving to Work. It is a very different
environment, and it actually gets even down to the depths of the
work culture. When you have Moving to Work, you tend to think
about problems as any corporation would think about a problem
that they are facing. You tend to think about your funding as a
source to solve problems and create new housing for the homeless,
create self-sufficiency programs, preserve expiring use housing 236.
236’s do a number of innovative initiatives that the community
that you operate in is actually desperately needing.

When you do not have Moving to Work, you are really focused
on trying to score your best on some PHAS or SEMAP score sheet
or getting all your forms in because, really, that is the bar. You are
operating in a very limited box, and unfortunately, many times you
can see the light at the end of the tunnel and the trouble heading
your way. But you can only move so far left and right in a non-
Moving to Work environment, and you have to let the car run over
you.

So, you know, that is—in essence, I think the importance of Mov-
ing to Work is it will allow us to move more fluidly and flexibly
in an environment of limited funding, and it will allow us to find
greater administrative cost savings and hopefully serve even more
families in quality housing. And it has been proven. I mean, Mov-
ing to Work has been out there. We were in it in Pittsburgh in
1998, and we were able to do some really innovative things on the
self-sufficiency side, on the housing production side, really, really
creative things. So it has been proven to work, and I think it is a
program that really merits strong consideration, deep expansion,
and obviously taking into consideration some of the concerns of oth-
ers.

Chairman MENENDEZ. Let me broaden the question. I wanted to
get your perspective because you have been in both environments.
So I will open it to anyone on the panel who wants to have an opin-
ion.

We have long debated whether or not HUD’s Moving to Work
Demonstration should be expanded and made permanent, and I
can see the attraction from a director’s position. The question is
whether that is the way in which we take you out of the strait-
jacket that you are in or whether the actual program is positive in
terms of results at the end of the day that would want to expand
it. I am talking about beyond the straitjacket of how you have re-
sources to deal with your challenge.

This issue has actually been a sticking point preventing us from
moving ahead on the substantial set of changes that HUD’s rental
assistance programs that we can agree on. So I am encouraged to
hear that the stakeholders—many groups have come together
around a compromise solution which would pair an expansion of
some elements of the Moving to Work Demonstration Program with
tenant protections and a strong evaluation component. Can you dis-
cuss the compromise, which I understand is incorporated into the
latest version of the Affordable Housing and Self-Sufficiency Im-
provement Act, and whether it is acceptable to you and the organi-
zations that you represent? And if so, why? And if not, why? Any-
one who wants to comment.
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Ms. CoucH. I will start. We have opposed, strongly opposed Mov-
ing to Work expansion for many, many years and got back to the
table on Moving to Work last winter and sat down with most of the
groups at this witness table and several others and HUD to work
out what we call the “stakeholder agreement.” The agreement
would expand Moving to Work’s footprint substantially. Right now
there are about 35 agencies that are considered MTW agencies.

The agreement would expand a basic version of Moving to Work
to 500,000 units of public housing and vouchers, and under basic,
the Moving to Work agencies would have what I see as really broad
flexibility administratively to funge money between the public
housing and voucher accounts, to reporting requirements to HUD,
simplification of rent setting, not rent reforms, and have a lot of
really administrative simplifications, many of which, you know, we
have talked about over the years as part of the voucher bills.

But the stakeholder agreement and what was included in the
April 13th version of AHSSIA would also include an enhanced
MTW whereby up to 25 housing authorities could access this en-
hanced authority where they could enter into programs that maybe
would institute work requirements or time limits, or huge rent pol-
icy shifts that would divorce people’s rents from what their incomes
are. And all of those, you can see the problems for tenants in each
of those, but the bill language would also require really strict re-
porting and evaluation requirements and a stakeholder advisory
committee that would try and watch and make sure that no harm
was being done but that successful programs could be replicated in
the future. And there are a lot of tenant protections and assured-
ness that households—that significantly the same number of
households would continue to be served.

And so all of those things are dangers in the current MTW land-
scape that I think would be addressed by the stakeholder agree-
ment.

Chairman MENENDEZ. Anyone else?

Mr. Husock. I think that Ms. Couch’s remarks demonstrate why
it is a compromise, and some of the potentials that concern her are
exactly what I think makes the bill attractive to those who are con-
cerned about the open-endedness of housing assistance and not
conforming to the goals that Senator Reed enunciated of moving up
and moving forward.

So in the context of a rigorous evaluation, could work require-
ments or time limits be draconian and drive people into homeless-
ness if they do? Well, that would be a bad thing, and we would
have to know about that. Could it encourage, as we have seen in
some housing authorities, improvement in the situation and mak-
ing room in a limited number of unit universe, because entitlement
is not a likely prospect anytime soon, assistance for others who are
on the waiting list? That seems to be worth trying in a relatively
confined context in an atmosphere of evaluation.

So that is what makes it an attractive compromise, and I think
if those aspects of it were not included, you would not see the same
buy-in.

Chairman MENENDEZ. Mr. Fischer.

Mr. FiscHER. Like Linda, we have had strong concerns about ex-
pansion of Moving to Work under the current rules. One issue is
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the elimination of a lot of key tenant protections that would, for ex-
ample, get rid of the guarantee that tenants would pay affordable
rents that Linda and Senator Reed were talking about earlier. Be-
cause it allows shifts of funds from the voucher program to other
purposes, when we have looked at data on the program today, one
of the things that has resulted in is many fewer families receiving
assistance per dollar of Federal funding, and that is a concern
when the resources are already very limited for housing assistance.

Another really strong concern is that Moving to Work is funded
as a block grant under the existing—it goes from the existing hous-
ing voucher system where funding is based on the actual cost of
funding a particular number of units. Instead, it is a fixed block
grant amount.

When we look at other housing assistance or HUD programs that
are funded as block grants, what we see is that they tend to erode
or see cuts over time in a way that the Housing Voucher Program
has not experienced, and I think a big part of the difference is
these funding programs, for example, the four largest HUD block
grants have seen their funding erode by 38 percent in inflation-ad-
justed terms over the last 10 years, where funding for the Housing
Voucher Program has seen some shortfalls but it has basically kept
up with the need. And so that is another big concern about MTW.

The agreement that is in the House bill contains a lot of protec-
tions that reduce these risks. I do not want to overstate it. I think
we still see some significant risks in that bill on all of those areas
that I mentioned. But in our view, the core reforms that are in
SEVRA and AHSSIA are so important and so beneficial and the re-
strictions in the House agreement are strong enough that our view
is that the package together is worth enacting if that is what it
takes to get those core reforms.

Chairman MENENDEZ. Ms. Hovdestad.

Ms. HOVDESTAD. Yes, NAHRO has been working with the De-
partment to expand the Moving to Work Program. The concern
that we have is that there is no harm done to the current Moving
to Work agencies and their agreements with the Department. Mov-
ing to Work as a separate bill would be OK, but our preference
would be to expand the MTW program as soon as possible.

Chairman MENENDEZ. Well, very good. I think that that gives us
a good sense of where we are at. Hopefully we can move here be-
cause I get the sense that our continuous delay here is creating
consequences at the end of the day, and moving would have a pow-
erful, beneficial benefit. So I am hoping that this hearing and the
foundation that we have laid here assists us in the fall to see if
there is a possibility.

With that, I appreciate the testimony of all of you. The record
will remain open for 1 week so that everybody can submit their
comments, Members can submit their questions. If we do have
questions and we send them to you, we ask for your speedy re-
sponse so we can close the record as soon as possible.

With that, this hearing is adjourned.

[Whereupon, at 11:05 a.m., the hearing was adjourned.]

[Prepared statements, responses to written questions, and addi-
tional material supplied for the record follow:]
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PREPARED STATEMENT OF CHAIRMAN ROBERT MENENDEZ

Local public housing agencies across the Nation face an existential threat. The
current Federal budget crisis looms over a public housing inventory that is already
stressed by inadequate appropriations and the famously burdensome HUD regu-
latory regime. The high-water funding mark for FY2013 appropriations is now
known. House and Senate appropriations bills are strikingly similar and both sig-
nificantly underfund the Public Housing Operating Fund and the Capital Fund.
Only deeply committed authorizers can significantly improve conditions in current
public housing funding by passing legislation that improves local flexibility, spurs
revenue growth and lets agencies take advantage of cost-efficiencies that are within
easy reach.

Public housing is, in the words of the HUD Secretary “an irreplaceable public
asset that must be preserved.” That asset serves among the poorest households in
more than 3,000 communities, both large and small, all across the country. Public
housing is community owned, place based, and locally accountable. It provides stable
homes to more than 2 million people every day of the year—and has served untold
millions more over the last 75 years. Public housing has survived rapid neighbor-
hood change and every sort of policy direction prescribed by Washington. It endures
because hundreds of thousands of elderly and disabled households will always have
need for safe, secure, and decent homes in their neighborhoods. Public housing will
also endure for the more than 800,000 children whose parents need the time and
services of a secure platform to prepare for better, stronger lives. As you know, pub-
lic housing is easily maligned by occasional glaring headlines and is too often tar-
geted by outdated stereotypes. The truest story of public housing, however, is one
of safe and well-run housing that provides a real sense of community and that has
quietly helped produce generation after generation of productive citizens including
members of Congress and the Supreme Court, business leaders, schoolteachers, elite
athletes, soldiers, artists, and public servants.

Authorizers in the 112th session of Congress have real opportunities to pass legis-
lation that will limit the loss of units as a result of chronically low funding and
enormous amounts of deferred capital improvements. If the public housing inventory
is to be salvaged for the next generation, it will need a broad menu of funding op-
portunities that can begin to address the enormous $26.5 billion capital needs back-
log that threatens it. This authorizing Committee and its counterpart in the other
chamber have the ability to set public housing on a new, more streamlined and sus-
tainable course by passing key pieces of legislation. They include:

Affordable Housing and Self Sufficiency Improvement Act (AHSSIA) is proposed
legislation that promises to deliver long-awaited and much needed reforms to the
Section 8 voucher program. Voucher agencies are particularly stressed as Congress
has failed to provide adequate administrative fees for the program that is uniquely
rule-bound and labor intensive. With no ability to adjust to these real-time market-
place conditions; HUD continues to apply SEMAP, the program’s report card, as if
agencies were fully funded and fully staffed. AHSSIA offers agencies administrative
flexibility that will help provide some cost-cutting opportunities. Agencies will have
fungibility for their Operating and Capital funds and the flexibility to do risk-based
scheduling for physical inspections. Agencies will also be able to perform fewer re-
certifications for fixed-income households and to use a more streamlined rent and
income determination process. Overall the bill allows agencies to economize on costs.
The bill was gingerly crafted with tenant advocate groups so it has some added com-
plications. For example, the bill allows agencies, for the first time in 14 years, to
charge a higher minimum rent of approximately $70. The opportunity for added rev-
enue comes with new reporting and procedural requirements.

Of special importance is the section of AHSSIA entitled “Flexibility for High-Ca-
pacity HAs” that makes permanent the highly useful and successful Moving to Work
(MTW) program. The bill also allows for a significant expansion of the program but
limits participation primarily to PHAS and SEMAP high performers. A Moving to
Work (MTW) expansion was recommended in HUD’s own 2010 interim MTW report
to Congress. The report stated “MTW provides unprecedented insight into alter-
native methods of providing housing assistance. By prolonging and doubling the
number of participating agencies, the housing industry stands to learn even more
from this unique resource.” This successful program has survived for 16 years in
spite of unfounded criticism of the MTW demonstration. This section of the AHSSIA
consumed much of the bill’s negotiations and added more narrow definitions of
households served by MTW. The enormous transformative efforts in cities like At-
lanta, Chicago and Philadelphia might not have happened if baseless fears had been
allowed to rule implementation of the MTW demonstration. MTW is the most hope-
ful preservation solution for the greatest number of agencies at HUD’s disposal. The
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program can help counter the deep and chronic funding shortfalls in public housing
programs. To date, MTW agencies have used the program’s flexibility to signifi-
cantly expand affordable housing opportunities in their communities.

Also included in AHSSIA is $30 million in funding for the Administration’s RAD
(Rental Assistance Demonstration). RAD is the Administration’s signature program
to help housing agencies convert their public housing properties to a more reliable
Section 8 funding platform using either project-based vouchers or project based rent-
al assistance. Appropriators launched RAD in the FY2012 THUD Appropriations bill
but provided no new funding for the program. The bill allowed agencies to convert
with only the money currently available to public housing properties. Unfortunately,
the current low funding cannot sustain properties in the public housing program—
much less support them in the Section 8 program where higher rents are needed
to maintain properties and to also support debt service on financed capital needs.
The $30 million will make it more likely that properties with deferred capital needs
will be able to participate in the RAD program.

Today public housing finds itself at a critical juncture where poor funding might
well determine the fate of the program. The Subcommittee has an opportunity to
intercede on behalf of public housing and its residents by working with the House
to pass AHSSIA this year. Public housing has been rocked by a series of recent
funding and policy choices that call into question the Federal Government’s resolve
to continue its decades-long relationship with local communities to house the poorest
among us. It is well within the authority of this Subcommittee to pursue proposals
like AHSSIA, with its important MTW and RAD components, that will help pre-
serve assisted and public housing for future generations of needy elderly, disabled,
and family households. PHADA looks forward to working with the Subcommittee to
find new ways for agencies to use flexibility, streamlining and innovation to bring
additional funding resources to support and maintain public housing.

PREPARED STATEMENT OF KEITH KINARD

EXECUTIVE DIRECTOR, NEWARK HOUSING AUTHORITY, ON BEHALF OF THE COUNCIL
OF LARGE PUBLIC HOUSING AUTHORITIES

Auagusr 1, 2012

Chairman Menendez, Ranking Member DeMint, and Members of the Sub-
committee, my name is Keith Kinard and I am Executive Director of the Newark
Housing Authority and Board Member of the Council of Large Public Housing Au-
thorities (CLPHA). CLPHA is a national, nonprofit membership organization that
works to strengthen neighborhoods and improve lives through advocacy, research,
policy analysis, and public education. CLPHA’s members comprise nearly 70 of the
largest Public Housing Authorities (PHAs), located in most major metropolitan
areas in the United States. These agencies act as both housing providers and com-
munity developers while effectively serving over one million households, managing
almost half of the Nation’s multibillion dollar public housing stock, and admin-
istering nearly one quarter of the Section 8 Housing Choice Voucher program.

The Newark Housing Authority (NHA) has over 11,000 public housing and hous-
ing choice vouchers. NHA is the largest public housing authority in New Jersey and
one of the largest in the Nation. We have a portfolio of 44 public housing commu-
nities with a total of over 7,000 rental units scattered throughout the City of New-
ark. NHA also administers up to 4,000 Housing Choice Vouchers (Section 8) within
the city limits. A unique aspect of the Newark Housing Authority is that the agency
also serves as a redevelopment authority and uses that power to enhance the renais-
sance of Newark. As a redevelopment authority, the NHA has a stake in the cre-
ation and maintenance of safe, livable neighborhoods and the expansion of economic
opportunities in their communities.

We thank the Subcommittee for holding this hearing on “Streamlining and
Strengthening HUD’s Rental Housing Assistance Programs” and appreciate the op-
portunity to comment on those matters that we believe are critical to include in any
legislation to improve and reform HUD’s rental assistance programs. As you know,
for many years, CLPHA has been active in these legislative efforts.

We have most recently been engaged in efforts to improve the draft legislation en-
titled, “Affordable Housing and Self-Sufficiency Improvement Act of 2012” (AHSSIA)
in the U.S. House of Representatives. AHSSIA is the latest iteration of recent en-
deavors to reform and advance the Section 8 Housing Choice Voucher program
which began in the 109th Congress and continued with the “Section Eight Voucher
Reform Act” (SEVRA) and the “Section Eight Savings Act” (SESA) through the
110th and 111th Congresses. While we have seen different variations on a theme
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with the various legislative proposals—with refinements and degree of emphasis—
there have been certain core components in most versions of the reform proposals.
Included among those core features which CLPHA strongly supports are simplifica-
tion of rental assistance administration; preservation of the housing stock; protec-
tion of tenants; and expansion of funding flexibilities and local decision making for
housing authorities.

As CLPHA testified last year on SESA, we believe that simplifying and stream-
lining the administration and funding of the Housing Choice Voucher (HCV) pro-
gram is a key component to a broader rethinking of the landscape of public and as-
sisted housing in this country. Equally, we believe that expansion and permanency
of the Moving to Work (MTW) program is an essential element in strengthening the
flexibility and local decision making that housing authorities need to be successful
in their communities. And, we believe that the Rental Assistance Demonstration
(RAD) program will be critical in helping housing authorities reposition and
strengthen an effective housing rental assistance delivery system for residents in a
time of shrinking Federal budgets.

Streamlining and Simplification

Voucher Renewal Funding

One activity to streamline and simplify would be a permanently authorized re-
newal funding formula which would provide predictability and stability to the Hous-
ing Choice Voucher program. As you are aware, the shift to the “snapshot” voucher
funding formula in 2004 caused a serious mismatch between funding eligibility and
vouchers requiring renewal funding. Further, continued uncertainty about deter-
mining eligibility each subsequent year undermines agencies’ ability to manage
their programs efficiently, as they are unable to predict the level of voucher utiliza-
tion that they could support. We have seen, since 2007, how funding based on actual
leasing and costs provides agencies the resources needed to increase leasing and
help additional families. We are slowly recovering vouchers lost to the previous poli-
cies. With a renewal formula reflecting actual PHA needs placed in permanent stat-
ute, rather than in annual appropriations acts as is currently the case, PHAs will
have renewed confidence in the predictability of their funding. A stable and reliable
funding formula will provide predictability for housing authorities and landlords
alike. They will be able to plan for the future, taking steps to increase utilization,
reduce costs, eliminate inefficiencies, and improve service delivery.

Reserves and Use of Funds

Another proposal that we support is to allow housing authorities to retain a por-
tion of their housing assistance payment funds as reserves. An adequate and stable
reserve is the bedrock of any well-run enterprise. Housing authorities serving large
metropolitan areas must often deal with fluctuations in the number of landlords, the
cost of rent, and other market factors beyond their control. We recommend that
agencies always be able to retain their full accumulated reserves in order to support
leasing in their communities, to allow them the flexibility to respond to changing
markets, and to prepare for planned and unplanned extraordinary expenses, par-
ticularly in light of Federal budget allocations oftentimes subject to pro-ration.
Given their level of unspent funds, some PHAs have taken steps to increase their
voucher utilization levels. They have made commitments in their communities to in-
crease leasing by a certain percentage or house a certain number of additional fami-
lies. Large funding offsets and pro-rations could derail such plans, even if a housing
authority is making progress toward their goals. Housing authorities that have de-
fined plans should be allowed additional reserves protection to increase leasing.

The Newark Housing Authority has been struggling with voucher utilization
issues for more than a decade. Newark’s Section 8 program consistently spends in
excess of 100 percent of the allocated Housing Assistance Payments (HAP) funds;
however, we report less than 80 percent utilization on a monthly basis. This discrep-
ancy is due in part to the high cost of rent in the region and an offset of 10 million
dollars of reserves. The reserve offset occurred in the midst of a plan to place 2,000
anmilies on the program and created community animosity and trust issues for the

gency.

Additionally, agencies participating in the Moving to Work (MTW) program
should be funded according to their agreements, subject to any pro rata adjustment.
MTWs rely on their reserve balances as set out in their plans and agreements to
leverage funds for redevelopment and revitalization projects. Allowing their funding
to be offset by their reserves would severely undermine the goals of the MTW pro-
gram. HUD has recognized this fact by exempting MTW voucher funding from offset
provisions to meet Congressionally mandated rescissions (see, PIH 2009-13, PIH
2008-15). CLPHA supports language in previous versions of SEVRA that clarifies
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that MTW agencies shall spend their reserves in accordance with their program
agreements.

Finally, CLPHA has long advocated eliminating the authorized-voucher cap on
1ea(siiilg, ?nd we strongly support provisions that allow leasing in excess of author-
ized levels.

Project-Based Vouchers

CLPHA also supports previous legislative provisions that allows housing authori-
ties to project-based vouchers in their own buildings, as part of a public housing re-
development, without going through a competitive process. This would eliminate a
significant administrative burden that has, in the past, kept PHAs from being able
to commit project-based vouchers in a timely fashion. Time is often of the essence
in redevelopment deals, and having this provision would facilitate and expedite
project-basing of vouchers. Thus, this provision would not only help increase the af-
fordable housing supply using tenant-based resources, but also add to the supply of
deeply subsidized hard units for communities that need them.

Newark’s experience with this policy is two-fold. We currently own a 100 percent
project-based voucher, elderly/disabled hi-rise building that has been thriving for
many years. This facility has benefited tremendously from this initiative in many
ways. The most prominent benefit is what it provides for the residents. Through
Project-Based Vouchering the agency has been able to take on extensive capital
needs of the building and upgrade the general amenities for the residents. Our sec-
ond experience involves our current work to convert a public housing, 220-unit, el-
derly/disabled hi-rise building into a Section Eight Project Based facility. We started
this process 4 years ago and quite frankly we are about 70 percent through the con-
version. A significant amount of administrative time and financial resources have
been used to competitively procure and ultimately award project based vouchers to
ourselves. In Newark, Section 8 vouchers are scarce and we were not able to provide
any vouchers to the more than twelve (12) applications who submitted proposals.
Everyone’s scarce resources could be better utilized.

We also strongly urge the Subcommittee to expand the flexibility of PHAs to use
project-based vouchers to leverage private investment for the preservation of afford-
able housing. Specifically, we support increases in the percentage of its Section 8
vouchers that a PHA may use for project-basing, above the 20 percent cap, and in
the number of vouchers that may be project-based in individual projects, for the pur-
pose of preservation. There is precedent for these changes under the recent notice
implementing the Rental Assistance Demonstration, which exempts converted units
from the 20 percent cap and increases the percentage of vouchers that may be
project-based in a single project, though we do not believe that the Department has
gone far enough on this second point. Again, project-based vouchers have become
an essential tool for PHAS’ efforts to meet their local community needs, particularly
with populations that require the availability of ongoing supportive services. In-
creasing the resources that can be used for this purpose can play an important role
in preserving affordable housing and efforts to end homelessness and serve other
vulnerable populations. In addition, we support the language in the bill that would
extend the maximum term of the Section 8 contract from 15 years to 20 years,
which will also encourage private investment.

Administrative Streamlining

Some changes that could streamline administrative processes include: options for
triennial recertifications for fixed-income households and moving to less frequent in-
spections and interim recertifications. The Newark Housing Authority spends a
large percentage of administrative fees on work associated with mandatory annual
recertification, annual unit inspections and rent, allowances and asset calculations.
Local flexibility that maintains the integrity of the program while eliminating the
need for high cost, low benefit work could save our agency vital resources. It is
worth noting that many similar innovations have already been tested for years at
MTW agencies throughout the country. Many MTW agencies have adopted less-fre-
quent recertifications for their fixed-income households and have found that it not
only produces less stress for their residents, but also significantly reduces their ad-
ministrative burden.

Some MTW agencies have been able to streamline their inspection process, group-
ing inspections geographically to save travel time and costs. Allowing housing au-
thorities to use a risk-management approach to conducting inspections, rather than
tying them to arbitrary annual deadlines, will help relieve housing authorities of a
sometimes redundant administrative burden, while still ensuring that families are
housed in safe and decent housing. Also, allowing housing authorities to rely on in-
spections from governmental agencies further simplifies a complicated inspection
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process and allows localities to rely on one standard for guaranteeing the suitability
and safety of area housing. CLPHA previously testified in support of these changes
in SEVRA and SESA.

Additional ways of streamlining administrative processes and reducing adminis-
trative burden and costs include additional simplification of the rent calculation
process (even beyond what is included in SESA), allowing flexibility with regard to
re-inspections, and allowing the development of local wait-list policies. These are all
areas in which Moving to Work agencies have been developing local policies, to meet
their statutory objective of “reducing cost and achieving greater cost effectiveness
in Federal expenditures.” Congress would do well to look to MTW agencies for fur-
ther ideas about administrative streamlining.

Rental Assistance Demonstration (RAD)

CLPHA’s objective for a rental assistance demonstration was straightforward. As
MTW helps housing authorities in their public and affordable housing preservation
strategies, we were seeking to preserve the existing housing stock through the fund-
ing flexibility and funding leverage that MTW offers. For this reason, we proposed
and supported the Rental Assistance Demonstration (RAD)—a conversion option for
public housing rental assistance to project-based vouchers (PBV) or project-based
rental assistance contracts (PBRA) that will enable greater funding flexibility and
leveraging. CLPHA worked alongside other stakeholders to help Congress enact
RAD last year as a demonstration program to preserve this important affordable
housing stock.

We see this initial version of RAD as the first step in converting public housing
subsidies to leverage additional capital investment and address the nearly $26 bil-
lion capital backlog of our public housing stock. The current no-cost model that au-
thorizes conversions to PBV and PBRA is an important step forward, but will only
go so far in addressing a segment of the portfolio. Furthermore, a recent industry-
funded research report by Recap Real Estate Advisors makes clear the critical need
for adequate RAD funding in order to provide conversion and recapitalizing opportu-
nities to a larger pool of public housing properties.

With no funding to support this first iteration of the demonstration, CLPHA ap-
preciates the broad waiver authority from Congress to create the best program pos-
sible within the constraint of current public housing operating and capital subsidies.
We believe this waiver authority is a critically important tool in order to ensure a
successful demonstration program, and HUD should exercise its waiver authority to
a greater extent than it proposes in the recently published Final Notice. In order
to operate successfully under the no-cost RAD program and for housing authorities
to be creative in their approaches, this flexibility is necessary. For example, the lim-
itations on PBV conversions, including contract rent setting, the cap on the number
of PBV units in a project, and the 12-month choice mobility constraint, all create
a disincentive for housing authorities to pursue PBV conversions and undermines
a critically important option in the demonstration program.

The current House AHSSIA draft proposal includes the original legislative draft
language from the stakeholders’ coalition on RAD. It authorizes a demonstration
program for the voluntary conversion of units currently assisted under the public
housing or Section 8 moderate rehabilitation programs to a contract under either
the Section 8 project-based voucher or project-based rental assistance programs, in-
cluding the authorization of appropriations of $30 million per year for 5 years of a
demonstration. The additional funding is for supplemental costs of the first year of
assistance, evaluation, technical assistance to housing authorities and tenant orga-
nizations, and other appropriate purposes.

It also authorizes properties assisted under the rent supplement program or the
Section 236 rental assistance program to convert to project-based Section 8 renewal
contracts, subject to the terms of Section 534 of MAHRAA, with authorization of ap-
propriations of $10 million per year for 5 years.

CLPHA strongly supports the RAD program and considers it an important tool
for public housing preservation strategies. The additional funding authorization will
help PHAs stabilize properties in markets where the current level of assistance and
rents are not sufficient to address capital backlog needs and provide for long-term
viability of the properties. We support the version of RAD in the AHSSIA bill, and
strongly urge the Senate to include the RAD program in any legislative proposal.

Moving to Work Expansion

CLPHA has long been a strong supporter for a permanent expansion of a Moving
to Work (MTW)-like program for any interested housing authority. The premise of
MTW is simple, to allow PHAs to develop locally driven housing plans that respond
to local housing needs, in concert with their residents and community stakeholders.
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The current 35 MTW agencies administer over 131,000 public housing units and
307,500 Housing Choice Vouchers, or more than 12.5 percent of the current tradi-
tionally PHA-operated housing stock, in addition to operating local housing pro-
grams that fall outside the bounds of traditional models. A review of the current
MTW agencies show that they have raised the standard of housing services, used
program flexibility to create jobs, added affordable housing stock, served more
households, and helped families build savings. They have also shown how to operate
and manage affordable housing in ways that is accountable to their residents and
local communities without needless and time-consuming bureaucratic measures that
add costs but no value. Many administrative activities now universally accepted as
good practice, providing cost-savings, are beneficial to residents, and are non-
controversial were first tested in the laboratory of Moving to Work (MTW).

Instead of asking themselves “what do we need to do to make sure we score high
on our next Section 8 Management Assessment Plan (SEMAP)?”, MTW agencies ask
themselves, “where are the most profound needs in our community and what are
we going to do to address them?” This fundamental shift in thinking has allowed
MTW agencies from Cambridge, MA, to Atlanta, GA, to Seattle, WA, to solve prob-
lems in their communities more efficiently, more rapidly and with greater commu-
nity participation than most non-MTW agencies could even imagine.

The strength of MTW is that it allows PHAs to customize their services to meet
the unique challenges their communities face. For example, in the northwest and
northeast, MTW PHAs are engaging with homeless service providers in ways un-
imaginable outside of MTW. The new sponsor-based housing is allowing the most
difficult-to-house populations to find stable homes, with supportive services. Com-
prehensive, long-term services are being paired with PHA redevelopment efforts to
create dynamic, place-based service centers where the most vulnerable households
receive not just housing, but the intensive supports they need to keep from slipping
back into homelessness. These are just a few examples of the amazing work going
on at MTW agencies.

NHA is not designated as an MTW agency, however, in my previous role as Exec-
utive Director of the Pittsburgh Housing Authority, we were among the original
group of agencies granted this broad range of flexibility. Having worked for 14 years
under both circumstances, it is evident that the greatest advantage of MTW is the
localized focus true regulatory flexibility affords. For example, in Pittsburgh we
were able to utilize MTW to dramatically improve our housing stock, promote sig-
nificant private investment, streamline our applicant waiting list process, promote
programs for the homeless and create a social service endowment to consistently
fund strong self-sufficiency programs.

On the other hand, without MTW in Newark, our focus has been predominately
driven by regulatory scoresheets such as the Public Housing Assessment System
(PHAS) and SEMAP. With both limited flexibility and funding, we spend more of
our time focused on the timeliness of our PIC submissions, Asset Management
Projects (AMP) and Central Office Cost Center (COCC) performance (financial per-
formance of the central office and grouped sites), Voucher Management System
(VMS) submissions, coordinating REAC inspection activities, along with dozens of
other monthly, quarterly, and annual submissions.

In sum, if the Newark Housing Authority were designated a Moving to Work site,
we would seek to create housing programs for the homeless, focus on prisoner re-
entry and transitional housing. In addition, we would tackle extensive applicant
wait-list issues and examine rent simplification, recertification and inspection proc-
esses for overall program efficiencies. Finally, we would utilize funding fungibility
to create greater housing opportunities for our city’s most vulnerable populations.

However, we are aware that the MTW program is controversial among many
housing advocates and engenders strong, negative, and emotional reactions due to
misperceptions and misinterpretations of the program’s objectives, accounting, and
results. Given the disparate views of proponents and critics of the program, we real-
ized the best approach to try to resolve differences was to declare a period of de-
tente, sit down with the differing parties, and attempt to work out a practical agree-
ment on extending and expanding the program. The result was intensive, pas-
sionate, and focused deliberations between the stakeholders.

The stakeholder group representatives included tenant advocates, civil rights ad-
vocates, housing authorities, assisted housing owners, and HUD. In a remarkable
undertaking with no issue too minor or nuanced for consideration, the stakeholder
group produced a set of guidelines culminating in the “MTW Expansion Principles
and Proposals”, along with a legislative draft incorporating those guidelines, that
was agreed upon by all the parties involved. The stakeholder agreement provides
for a permanent basic and enhanced MTW program; a robust evaluation; new devel-
opment tools; and resident protections.
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Included with my written comments for the record is a copy of those principles
(Attachment 1) and legislative draft (Attachment 2).

Closing

In closing, even as we work to improve the housing choice voucher program, we
must not forget the continuing challenges faced by the shortage of public and other
affordable housing. There is still an urgent need to preserve and increase the supply
of housing units specifically dedicated to those most in need. Once again, CLPHA
urges this Committee to work to provide additional resources and tools to enable
PHAs to preserve our public housing stock and increase the supply of housing af-
fordable to very low-income households.

We appreciate the Subcommittee’s perseverance and willingness to continue to
tackle the reforms needed in HUD’s rental housing assistance programs. We look
forward to working with you and HUD on making additional improvements to the
programs and developing reform legislation.

Thank you again for this opportunity to testify.
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PREPARED STATEMENT OF DIANNE HOVDESTAD

DEPUTY DIRECTOR, SIOUX FALLS HOUSING AND REDEVELOPMENT COMMISSION, ON
BEHALF OF THE NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS

Aucusr 1, 2012

Chairman Menendez, Ranking Member DeMint, Members of the Subcommittee on
Housing, Transportation, and Community Development, thank you for giving me the
opportunity to provide information and perspective on “Streamlining and Strength-
ening HUD’s Rental Assistance Programs”. My name is Dianne Hovdestad; I cur-
rently serve as the Deputy Director of the Sioux Falls Housing and Redevelopment
Commission (SFHRC) in Sioux Falls, South Dakota. SFHRC provides rental assist-
ance to approximately 2,000 households by utilizing various HUD-funded programs.
These include: the Section 8 Housing Choice Voucher (HCV) program; the Section
8 Moderate Rehabilitation Program, public housing, programs funded through the
McKinney-Vento Act, including Shelter Plus Care and Housing Opportunities for
Persons with AIDS; HOME Tenant-Based Rental Assistance; and the Section 8
Multi-Family program. In addition, the SFHRC provides affordable housing using
Neighborhood Stabilization Program funding and is currently working toward the
construction of additional affordable housing using the Low-Income Housing Tax
Credit program and the HOME program.

I am also proudly representing the National Association of Housing and Redevel-
opment Officials (NAHRO), one of the Nation’s oldest and largest housing advocacy
organizations. NAHRO currently represents over 22,000 individual members and
over 3,200 housing and redevelopment authorities across the country. NAHRO has
led the fight for cost-effective legislative reform of the Section 8 voucher program
over the past 10 years. Speaking for myself as someone who has been involved in
the housing industry as a professional for 35 years, I am particularly pleased to
have the opportunity to address the Subcommittee today on the critically important
matter of streamlining and strengthening HUD’s Rental Assistance Programs, par-
ticularly the Section 8 voucher program.

Responsible Program Administration During a Period of Fiscal Restraint

I think it is safe to say that this hearing is being held at a time when economic
and political considerations affecting the Nation’s fiscal health are in more dramatic
focus than they were when we began the conversation about administrative and pro-
grammatic reform of the Section 8 voucher program—nearly 10 years ago. Speaking
not only for housing authorities in South Dakota but on behalf of my colleagues
across the country, I think the need to support responsible reform of the Section 8
voucher program is more pressing and more important today than it was in 2002.
In my own case, the work of my authority and our own efforts to support those in
need of decent, safe, sanitary and affordable housing in Sioux Falls have been great-
ly impacted by spending reductions, which have drastically reduced available fund-
ing to operationalize the voucher program. In particular, Section 8 administrative
fees have been reduced to such an extent that in testimony before the Senate’s own
THUD Appropriations Subcommittee, HUD Secretary Donovan testified that hous-
ing authorities in growing numbers were telling HUD that they would no longer be
able to afford to run the voucher program—including the highly praised Veterans
Affairs Supportive Housing (VASH) program that serves America’s veterans. Since
that admission earlier this year, the numbers of housing authorities in the same po-
sition has only grown. This alone should compel this Subcommittee to act now to
reform this critically important program by reducing administrative burdens that
not only cost the Federal Government money in a time of fiscal restraint but also
impair housing authorities’ abilities to serve families, seniors and the disabled who
rely on this program to ensure a decent, safe and affordable place to call home.

The Section 8 HCV program is a regulation-rich program. The myriad of complex
regulations make the program difficult to administer and difficult for recipients and
landlords alike to participate in. Program operations are subject to administrative
directives, rules and regulations of Federal and State agencies including, but not
limited to, HUD. Administrative directives, rules and regulations are always subject
to change. Most often such changes may occur with little notice, and/or inadequate
funding to pay for related costs. These same changes usually increase administra-
tive burdens that simply add cost, often with a limited net gain in efficiency. I want
to thank you for holding this hearing and for your commitment to addressing the
pressing need for reform properly through the authorization process. Hopefully your
work and your leadership will result in thoughtful and purposeful improvements in
HUD’s rental assistance programs—most particularly the voucher program.
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Necessary Funding to Properly Administer the Voucher Program

The work of SFHRC, as well as that of other housing authorities across South Da-
kota and the Nation, has been greatly impacted by significant cuts in administrative
fees over the past 10 years. By way of example, in 2003, SFHRC received $970,000
to cover the costs of administering 8{7,300,000 in housing assistance payments under
the voucher program. In addition, SFHRC was paid by HUD for audit reimburse-
ment costs, hard-to-house fees, assessment and preliminary fees for tenant-protec-
tion vouchers. Each year since, SFHRC has received less administrative fee dollars
than it has earned, due to shortfalls in appropriations which led to significant ad-
ministrative fee pro-rations. SFHRC was able to meet the program’s regulatory re-
quirements through the utilization of its Section 8 administrative fee reserves, cur-
rently referred to as Unrestricted Net Assets (UNA). Unfortunately, SFHRC has
now spent down most of its UNA, so it no longer has that resource to cover future
program expenses. Sound business practice is to have the equivalent of six months
of operational expenses in reserves. SFHRC’s current UNA would cover approxi-
mately 12 days of operational expenses.

SFHRC anticipates it will receive administrative fees of $950,000 for calendar
year 2012 to administer approximately $10,000,000 in rental assistance dollars. Due
to the pro-ration I referred to earlier, SFHRC will receive a mere $0.80 for every
$1.00 it earns. The consequences of the decrease in administrative fees have been
a decrease in customer service to both the recipients and the landlords. Sadly, as
I understand from discussions with my NAHRO colleagues, this is now the norm.
SFHRC has not been able to replace staff who have left its employ; remaining staff
have to labor under an increased daily workload. As a consequence, SFHRC does
not have the funds to pay for overtime, as required by Federal labor laws, so house-
holds are waiting longer for inspections. Recipients, landlords, applicants and the
community wait longer for answers to questions. Landlords in particular are becom-
ing so upset with this delayed response that they are threatening to leave the pro-
gram.

Decreases in administrative fees have also led to a problem with utilization of
SFHRC’s annual budget authority for the voucher program. In calendar years 2008—
2011 for example, SFHRC utilized 100 percent of its vouchers. In calendar year
2012, SFHRC utilization rates are approximately 95.67 percent, even though
SFHRC has over 3,500 households who are on its waiting list. Our wait time is ap-
proximately 4 years. The 4.33 percent that is available but not utilized represents
92 very low-income households who are also in desperate need but who are not re-
ceiving assistance with their rent each month. Simply put, fewer staff means fewer
people can be served.

The bottom line? NAHRO projects that 87,352 fewer households will receive
much-needed rental assistance due to staff reductions from lack of administrative
fees. This figure excludes all incremental and special voucher programs. NAHRO is
happy to make available to the Subcommittee their most recent administrative fee
survey, as well as a chart showing the historic relationship between administrative
fee pro-rations at pre-Quality Housing Work Responsibility Act (QHWRA) rate and
housing authorities’ ability to lease and serve low-income households.

Reform Provisions Central to Any Bill To Be Adopted

I believe that today’s hearing is a very positive step forward in the effort to bring
about desperately needed changes that will make the voucher program more invit-
ing to landlords, better able to ease current administrative burdens on staff and bet-
ter able to assist the very low- and extremely low-income households in need of af-
fordable housing. At NAHRO we believe that local discretion is the key to providing
flexibility for program administrators that serve these households in varied geo-
graphic and economic conditions.

For several years now there has been much talk in Washington about proposed
reforms that would make the administration of the voucher program and the deliv-
ery of other rental assistance programs more effective and efficient—including, for
example, statutory changes to improve the Family Self-Sufficiency (FSS) program.
Here again, an adequate, consistent subsidy structure is key to a successful pro-
gram. A program like FSS needs stable funding, as it is difficult to manage due to
the uncertainty of annual appropriations for housing assistance payments and ad-
ministrative fees. Again, it takes people to serve people, but it also takes adequate
and properly deployed funding to help move families out of poverty and on to a life
based upon individual achievement, accomplishment, and fulfillment.

Mr. Chairman we believe that there are several factors or components that are
essential to any reform bill you ultimately adopt. At this time, I would like to high-
light those factors, recognizing that several of these components have been part of
previous reform bills that have been under consideration here in Washington.
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Housing Quality Standards and Property Inspection Protocols

Under current regulations, a housing authority cannot provide rental assistance
until it has determined that a dwelling unit that a voucher holder wishes to rent
meets HUD’s Housing Quality Standards (HQS). This regulation applies whether
the unit is brand new or 100 years old. NAHRO and my colleagues in South Dakota
support the enactment of legislative changes that would give agencies discretionary
authority to start paying rental assistance from the date of the initial property or
unit inspection if there are only minor HQS violations, i.e., conditional approval,
where in addition the rent is reasonable. We believe that adequate safeguards are
in place to ensure that housing assistance payments will be withheld and assistance
abated in 30 days, from the date of the initial inspection, if the violations are not
corrected. This simple, straightforward change would benefit both recipients and
landlords. Recipients would receive quicker rental assistance in a safe and healthy
environment and landlords would have an incentive to participate in the program
since they would not lose income while correcting minor violations. A majority of
landlords participating in the voucher programs administered across South Dakota
are in fact small business owners. Any assistance that can be provided to them in
the operation of their rental property with limited loss of income is a win for every-
one. On this point, I would like to note that HUD program regulations allowed “con-
ditional approval” of units from the inception of the Section 8 Certificate program
until 1980. SFHRC has exercised this option and it has worked very well for the
reasons I noted above.

In an effort to ease unnecessary regulatory burdens, NAHRO also continues to
support the discretionary authority to inspect voucher program units every 2 years,
while acknowledging that this may not be the right solution for all housing authori-
ties. This would allow housing authorities to perform inspections on a geographic
basis instead of tying inspections to each household’s lease anniversary date. It is
important to note that in South Dakota, as well as other rural areas across the
country, there are housing authorities that administer the voucher program across
significantly large geographical areas. For most of those housing authorities, it
would not be uncommon for staff to drive 100 miles or more to conduct an inspec-
tion. The annual inspection process is a major program expense when considering
staff salaries (including driving time to the inspection and the necessary time to
conduct the on-site property inspections), gas costs, vehicle maintenance, and reim-
bursement for meals while traveling to and from the property We believe that local
discretion to inspect units on a biennial basis is a critically important cost-savings
measure that should be included in any reform bill you consider.

Finally on this point, in areas of the country where Low-income Housing Tax
Credit, HOME or other multifamily properties are inspected by other governmental
agencies such as a State housing finance authority, we believe that housing authori-
ties should have the discretion to use inspections conducted by those entities, as
long as the inspection criteria meets or exceeds HQS, in lieu of conducting our own
HQS inspection.

Income and Rent Determinations

A second component central to any reform effort deals with the evaluation of resi-
dent income and the determination of tenant rents. The complexity of the rent and
income calculations existing under current regulation is daunting, and no doubt
underlies many of the problems experienced under current rules with respect to
payment error. NAHRO recognizes that efforts to address rent simplicity, and more
particularly “rent reform,” are inherently controversial. Nevertheless, any effort to
simplify the rent and income calculation process should be pursued with all delib-
erate speed.

All of the various bills which have been in circulation and under review for years,
including the Section Eight Voucher Reform Act (SEVRA), the Section Eight Sav-
ings Act (SESA) and now the Affordable Housing Self-Sufficiency and Improvement
Act (AHSSIA) which is currently under consideration by the House Financial Serv-
ices Committee, include titles intended to provide “income and rent simplicity.”
However, with all the changes over the years in each of the bills, housing authori-
ties that have examined this issue indicate that none of them accomplish the in-
tended goal of determining household income and calculating households’ rent
shares simply, as in the definition above. I would like to highlight some of our con-
cerns and recommendations regarding income and rent provisions.

First and foremost, an operational definition of “income and rent simplicity” is an
income definition and household rent calculation method that is relatively simple for
housing authorities to calculate and administer, leaves the Brooke Amendment in
place for existing assisted households by household type (not each individual house-
hold) within each housing authority, but does not automatically create a set of in-
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tended incentives or disincentives for low-income households, and provides a greater
degree of transparency to participating households property owners and managers.
By contrast, an operational definition of “income and rent reform” is an income defi-
nition and household rent calculation method that is relatively simple for housing
authorities to administer, does not necessarily leave the Brooke Amendment in
place for existing or future assisted households by household type (not each indi-
vidual household) within each individual housing authority, likely creates a set of
intended incentives or disincentives for low-income households, and likely provides
a greater degree of transparency to participating households property owners and
managers.

With this in mind, NAHRO is particularly concerned about two areas of potential
hardship related to elderly and disabled families and families with dependent chil-
dren. In any legislation you adopt, we urge you to include a provision that author-
izes the Secretary, by regulation and for a period not exceeding 3 years following
the date of enactment, to limit increases in rent for elderly or disabled families and
for families with dependent children whose rent has increased due to changes in the
allowable exclusions for medical expenses or child care expenses.

It is also important to point out that the rent and income provisions you consider
and possibly adopt may have an unintended and negative impact on housing au-
thorities’ rent revenue in the public housing program. For example, the New York
City Housing Authority has estimated that its public housing rent revenue from
residents would decrease substantially as a result of legislative changes affecting
rent and income. Thus, we urge you to include in any bill you adopt a provision that
vFvou}id authorize compensation to housing authorities through increased Operating

unds.

Housing authorities are required to verify and report to HUD all sources and
amounts of included and excluded household income. While securing third-party
verification of income that is to be included in determining annual income and rent
does make sense, the noteworthy expense of verifying excluded income to be re-
ported to HUD does not. Additionally, verification of allowable deductions is another
time-consuming and costly administrative process.

If income and rent determinations are done in a way that meets the principal and
intended goals and objectives of the voucher program, and if income and rent deter-
minations could be conducted in a way that would otherwise benefit low-income
households, then I believe that property owners and the remaining 99 percent of
public housing authorities that are not MTW agencies would benefit in terms of re-
duced administrative burdens. The Federal Government would also directly benefit
from administrative cost savings. I am certain Mr. Kinard of the Newark Housing
Authority can provide you with comments from the vantage point of an MTW agen-

cy.

As the representative of a non-MTW agency in South Dakota, I think that any
changes in income and rent simplicity provisions in the voucher, public housing and
project-based rental assistance program should reduce burdensome reporting re-
quirements placed on recipients and should relieve housing authority staff of many
verification and processing tasks that only add cost. As a professional and as a tax-
payer I also believe that a proper income and rent methodology should reduce the
amount of improper payments.

I encourage you to add language to any reform legislation you adopt that would
authorize recertifications for fixed-income households every 3 years, with the appli-
cation of an annual adjustment factor to their income. This would provide relief to
recipients who struggle to attend appointments due to physical limitations or lack
of reliable transportation. I also encourage and support other simplification provi-
sions, such as eliminating the requirement to verify and maintain records of ex-
cluded income, as well as the requirement to use a household’s prior year’s income.
I also support the ability to use income determinations made by other Government
agencies.

In addition to reducing the reporting and processing responsibility on low-income
households and housing authority staff, income and rent reform changes have the
potential of promoting employment among assisted households without the imme-
diate burden of paying a higher rent. Modest reduction of the interim reporting re-
quirement for decreases and increases in households’ earned income, for example,
along with exclusion of the first 10 percent of earned income up to $9,000, should
pfovi(ée greater incentive for some working households to remain gainfully em-
ployed.

Households with children in particular should also get the benefit of an increase
in the dependent allowance and any program reform bill you adopt should permit
an adjustment in the threshold for unreimbursed child care expenses from 10 per-
cent to 5 percent of gross income. Current regulations allow a dollar-for-dollar de-
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duction in gross income for unreimbursed child care. This new adjustment to child
care deduction would increase the household’s rent.

Finally, NAHRO supports language that would enable a housing authority to im-
plement alternative tenant rent structures in rental assistance that preserves the
Brooke Amendment. Alternative rent methods include the continuation of flat rents
based on the rental value of the unit, income-tiered rents, rents based on a percent-
age of the household’s income and the use of existing rent structures. NAHRO be-
lieves that alternative approaches to income and rent determinations, when care-
fully reviewed and analyzed for their likely effects, offer important lessons for pos-
sible further improvements for all assisted agencies and owners and provide oppor-
tunities for outcome-based research for a menu of locally based options in the fu-
ture.

Funding Policy

As I mentioned earlier, the uncertainty of the renewal funding process in recent
years has made the management and operation of the voucher program a difficult
challenge. The goal of any housing authority is to maximize its leasing up to its
baseline total of authorized vouchers in order to assist as many families as possible.
Unfortunately, with constant formula changes over the years and delays in the an-
nual budget process, many agencies have been hesitant to issue vouchers—either to
keep from over-committing their dollars, or to keep from leasing beyond their base-
line until they know their annual appropriation.

A provision found in the December 1, 2010, version of SEVRA that bases funding
on the actual leasing and voucher costs for the prior calendar year and the 5-year
authorization for renewing leased vouchers for example provides much-needed sta-
bility to properly manage the program. Authorization to retain 6 percent of annual
budget authority in Net Restricted Assets (NRA) is also an important provision in
any final legislation you adopt.

As T stated earlier, reductions in administrative fee funds have already had an
impact on the number of families that housing authorities can serve on a national
basis. NAHRO is very concerned that additional funding reductions in FY2013 could
lead to more perilous consequences across the country if a remedy cannot be agreed
to and implemented in a timely fashion. NAHRO has two proposals, either one of
which can responsibly mitigate decreased administrative fee funding. The first
would allow the current HAP and administrative fee accounts to be combined into
one account, providing local authorities with the discretion to utilize those dollars
with proper safeguards built in. A second approach would allow housing authorities
to utilize unused NRA to supplement dwindling administrative fee dollars—again,
with proper safeguards built in. NAHRO would welcome the opportunity to discuss
these recommendations with you in greater detail as you continue to deliberate the
content of voucher reform legislation.

NAHRO has also prepared a detailed analysis that addresses voucher funding
practices over the years, and has recommendations that will address problems re-
lated to an uneven and unstable funding policy.

Utility Allowances

Currently, each housing authority must devise a utility schedule for their jurisdic-
tion. The data is often imprecise and continually changing. For an agency with a
large geographic area, or with multiple providers of a certain utility, the task is ar-
duous, time-consuming, and costly. Consider, too, all the small public service dis-
tricts. NAHRO recommends that HUD be required to share utility costs with hous-
ing authorities and allow them, if they so desire, to utilize these estimated utility
costs as standard allowances. I sincerely hope that this language is included in any
bill that you ultimately adopt.

If HUD were required to publish utility information each year by State and region
from other governmental sources, housing authorities would know whether or not
utility rates in their respective areas increased by 10 percent or more in order to
determine whether or not conducting extensive calculations of utility rates and con-
sumption were warranted. We certainly hope the Subcommittee will address this ap-
parent inconsistency. Housing authorities should be able to use the utility allowance
of a household’s authorized voucher size if the bedroom size of their leased unit is
greater than their authorized voucher size. During the drafting of AHSSIA, your col-
leagues in the House responsibly included language proposed by NAHRO that does
exactly that.

Finally, housing authorities should be allowed to use the lower of their utility
companies’ “lifeline” rates or the standard commercial rate averages where applica-
ble and be able to average annual utility allowances by bedroom size in lieu of util-
ity allowances by structure type. Alternatively, housing authorities should be able
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to survey their area utility charges and consumption rates, document them, and pro-
pose average utility allowances by bedroom size, subject to HUD approval. This
would significantly reduce the complexity and calculation errors by housing authori-
ties for utility allowances, and greatly simplify the leasing process for voucher hold-
ers and property owners to help create less programmatic barriers to low-income as-
sisted households accessing the housing market relative to unassisted households.

Current Legislative Reform Proposals Before the Congress

With one notable exception, much of the December 1, 2010, version of SEVRA
(Section 8 Voucher Reform Act) provides a thoughtful and pragmatic platform to
begin your current review and analysis and hopefully represents a workable place
to begin your work on voucher reform. In 2010, this version of SEVRA was actively
discussed for possible inclusion in the 2011 appropriation bill under consideration
at that time. As such, it was a vehicle that a number of our industry colleagues,
if pressed, likely could have supported. NAHRO played an active role in moving this
gar?cular version of events forward and formally endorsed this particular legislative

raft.

As I mentioned earlier in my statement, the time for action is now. The 111th
Congress had an opportunity to advance a bill that NAHRO felt made good sense,
practically and politically. The December 1, 2010, version of SEVRA was a rather
scaled-down version of earlier iterations of SEVRA legislation from years past but
it was, never the less, a meaningful and practical bill. That bill did not contain ev-
erything we had hoped for, but it did contain much that we could support, including
the following:

Income Targeting: The December 1, 2010, version of SEVRA improved income tar-
geting for all extremely low-income applicant households, with particular benefits
for families in rural communities and large-size families in metropolitan commu-
nities, by using the higher of the Federal poverty level or extremely low-income
thresholds. It provided better access to the Section 8 HCV program, public housing
program, and project-based Section 8 multifamily housing assistance programs.

Housing Quality Standards and Inspection Process: The December 1, 2010,
version of SEVRA also included a number of inspection-related provisions, including
ones that would: allow housing authorities the discretionary authority to conduct
HQS inspections of all of their voucher-assisted units every 2-years rather than an-
nually; permit housing authorities to perform inspections on a geographical basis;
allow inspections conducted by other entities to be used in place of a housing au-
thority-conducted HQS inspection; and permit a housing authority at its discretion
to allow a voucher-assisted household to move into a dwelling unit after signing a
lease with a property owner for a unit that has a reasonable rent and no health
or safety violations, such that an agency may commence a lease, execute a HAP con-
tract and verify within 30 days that the unit passes HQS.

Administrative Simplicity for Income and Rent Reviews: Administrative simplifica-
tion provisions in the December 1, 2010, version of SEVRA also track with the re-
forms noted in my testimony today. That version of SEVRA would have relieved
housing authorities of the responsibility to maintain records of miscellaneous HUD-
required income exclusions, and would have allowed housing authorities to use ap-
plicable inflation adjustments for fixed-income families. Additionally, language in
that bill permitted housing authorities safe harbor reliance on other governmental
income determinations (e.g., Medicaid, TANF), and allowed housing authorities to
make other appropriate adjustments when using prior year’s calculations of other
types of income. These would be welcome additions to the HCV program. NAHRO
also supported provisions regarding housing authorities’ use of households’ prior-
year earned income and alternative rent structures that would be allowed under the
voucher, public housing and project-based Section 8 programs.

Expansion of Family Self-Sufficiency Program (FSS): The December 1, 2010,
version of SEVRA converted the Family Self-Sufficiency (FSS) program from an an-
nual competitive grant to an administrative fee to pay for the cost of an FSS coordi-
nator as part of the standard administrative fee provided to housing authorities. Ad-
ditionally, language in the bill would have established standards for the number of
FSS coordinators that an agency may fund and restored coordinator funding for
agencies with effective FSS programs that lost funding in prior years for reasons
unrelated to performance.

Payment Standards, Fair Market Rents, and Utility Allowances: The December 1,
2010, version of SEVRA required HUD to approve housing authority requests to
raise the payment standard to up to 120 percent of the Fair Market Rent (FMR)
for housing authorities with high rent burdens or high concentrations of poverty. To
provide reasonable accommodations for persons with disabilities, the proposed bill
also permitted housing authorities to, without HUD approval, increase payment
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standards up to 120 percent of the FMR. Also, HUD was authorized to approve pay-
ment standard requests in excess of 120 percent of FMR. The 2010 bill also im-
proved the timing of HUD-published FMR values. This version of SEVRA also re-
quired HUD to publish data regarding utility consumption and costs in local areas
as is useful for the establishment of allowances for tenant-based utilities for voucher
families.

Access to HUD Programs for Persons With Limited English Proficiency: The 2010
bill language also included a requirement that HUD develop and make available
translations of vital documents developed by a HUD-convened task force, establish
a toll-free number and document clearing house, and complete a study of best prac-
tices for improving language services for individuals with Limited English Pro-
ficiency (LEP).

Project-Based Voucher Assistance Program: Finally, the December 1, 2010, version
of SEVRA would have amended the percentage of units that can have project-based
assistance in an agency’s voucher portfolio; provided protections against displace-
ment for families who reside in a dwelling unit proposed to be assisted under the
PBV program; and permitted the use of site-based waiting lists under the PBV pro-
gram—all of which NAHRO supported.

AHSSIA

In the period of time between December of 2010 and today, your House colleagues
on the Financial Services Committee have advanced two separate reform proposals:
the Section 8 Savings Act (SESA) and the current Affordable Housing Self Suffi-
ciency Improvement Act of 2012 (AHSSIA). At present, an AHSSIA draft proposal
has already been approved by the Insurance, Housing and Community Opportunity
Subcommittee. We understand that the draft is currently being readied for a full
Committee mark-up, which will hopefully take place following the August recess.
We at NAHRO believe that there is much that we can support in the most recent
AHSSIA draft. I would add the fact that NAHRO’s many discussions with House
staff about improving that proposal even further have been fruitful and productive.
Our views on the most recent draft of AHSSIA are as follows:

Funding Voucher Renewals: With respect to Housing Assistance Payments and
Net Restricted HAP Assets, NAHRO believes that regulatory and administrative re-
forms are desperately needed. The backbone upon which the voucher program relies
to achieve its historic success—a sound funding policy—has been thrown off kilter
over the years and is in need of improvement. Housing authorities around the coun-
try have witnessed a widening gap between budget utilization rates and their
voucher lease-up rates (percentage of authorized vouchers leased). As a result, many
housing authorities are now serving fewer families than their authorized number of
vouchers. We would submit that prudent, strategic and purposeful application of a
sound funding policies based on lessons learned, and the restoration of the renewal
HAP funding policy that was in place in FY2003 represent the centerpiece of any
voucher reform legislation and accordingly should be included in the final bill you
adopt. Please know that funding policies recommended by NAHRO over many years
do not increase the amount of required funding, but rather distribute this limited
Federal resource on a sound and rational basis subject to pro-rations. This approach
we believe would provide a greater measure of transparency and accountability to
voucher programs. We are pleased to see that the most recent draft of AHSSIA does
contain a voucher renewal policy that for the most part includes these important
components. But we are concerned however that offsets of MTW agency dollars are
anticipated in the most recent House draft with respect to voucher renewals. We
oppose offsets of this nature and we are working with House staff to find a mutually
acceptable solution. To avoid problems such as this, we suggest that this Sub-
committee formally adopt language on this subject that has been a part of THUD
bills for the past 7 years. This language would avoid overfunding/underfunding of
housing authority dollars and the formula for renewals in these same bills is based
upon actual cost data from housing authorities. Both components are necessary and
entirely appropriate and we urge that you include language in your bill that antici-
pates and includes language to support these important points.

Financial Self Sufficiency (FSS): NAHRO has supported the inclusion of language
concerning the FSS program in AHSSIA and has been pleased to support the provi-
sion championed by Chairwoman Biggert over several years. We would, however,
note that HUD has also advanced FSS reform legislation that also appears to
achieve many of the objectives NAHRO could support. Senator Reed, a distinguished
Member of the Banking Committee, is also very involved in the FSS discussion. Our
hope is that a consensus product will be hammered out and will part of any final
reform bill that Congress approves going forward. We feel confident we could sup-
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port a responsive FSS provision in any final reform product you adopt based upon
our most recent review of proposals currently on the table.

In all circumstances however, current experience over the last several years have
shown us that unless Congressional appropriators increase funding for the expanded
FSS program contemplated by HUD, Senator Reed and Representative Biggert, ex-
isting agencies with successful FSS programs will lose much-needed funding.
NAHRO recommends coordination between this Subcommittee and the THUD Ap-
propriations Subcommittee as this legislation moves forward to ensure that there
are not unintended consequences of existing agencies inadvertently losing their ex-
isting FSS funding.

Restoration of “Maximized Leasing” and an Explicit Policy on Net Restricted As-
sets: Earlier AHSSIA discussion drafts have included language that states
“[rleserves may be used for overleasing in any year, regardless of whether such use
is eligible for renewal funding in a subsequent calendar year.” Although the lan-
guage contained in earlier AHSSIA discussion drafts does not state whether the use
of reserves would be eligible for HAP renewal funding, NAHRO is at a minimum
pleased these provisions would reinstate “maximized leasing”—a wise and prudent
practice that worked effectively prior to FY2003. Maximized leasing was an option
formerly available to housing authorities for many years under the voucher pro-
gram. It has enabled them to serve the maximum number of households possible
with the annual amounts provided to them, so long as their annual spending over
the subsequent year did not exceed 100 percent of their contracted units over the
2-year period.

Ongoing Administrative Fees: NAHRO believes that studying administrative fees
in the voucher program is necessary. We believe that a study, if well-designed and
well-executed, can illustrate the voucher program’s current condition relative to
these goals, and would illustrate examples where a balance is being struck between
the methods housing authorities are using to achieve balanced outcomes within
their budgets. However, we feel strongly that final determinations regarding admin-
istrative fee rates should not be left open to change by the Executive Branch. If al-
lowed by Congress, one Administration could, for example, use the authority to sig-
nificantly incentivize use of vouchers in metropolitan and suburban areas at the ex-
pense of rural communities unmet affordable housing needs; another Administration
could use its authority to significantly incentivize widespread use of deep rental
housing subsidies at the highest end of agencies’ payment standard authority even
if it meant serving fewer families overall. Still another Administration could use its
authority to significantly incentivize home ownership at the expense of rental hous-
ing opportunity.

Administrative fee rates have been established in statute over the history of the
HCV program with operational success, without undue influence by any Administra-
tion. The Office of Management and Budget (OMB) has consistently given the HCV
program the highest rating awarded to any of HUD’s programs. Just as we have
emphasized how important a sound HAP and NRA funding policy is to the success
of voucher programs, we also believe that the funding structure to support the ad-
ministrative functions necessary to help families succeed and to enforce housing
quality standards under the program be established by the Congress. Accordingly,
for reasons specified above, NAHRO believes that any legislation you adopt should
require HUD to submit ongoing administrative fee study findings to Congress and
to interested stakeholders. NAHRO also supports deferring to the existing author-
ized statute regarding pre-QHWRA fee rates and design under Section 8(q).

Moving to Work: NAHRO has long advocated for greater program flexibility and
an expanded Moving to Work (MTW) program in its current form. We fully support
expanded participation in a well-designed MTW program, as has been done in an
incremental fashion over the last several years through the appropriations process
and in similar fashion in legislation sponsored by Representative Gary Miller.
NAHRO’s first order of business with regard to MTW over the years has been and
remains to ensure that existing MTW agencies do not have to unravel their valuable
programs, which they have crafted over several years. We do however strongly sup-
port an expansion of MTW to enable program flexibility for many more housing au-
thorities, large and small. If moving and passing long-awaited legislative reforms for
non-MTW agencies means doing so without a separate MTW title, NAHRO would
support introduction and passage of a stand-alone and well-crafted MTW bill.

With respect to MTW language found in AHSSIA, NAHRO and many other
groups working with HUD collaborated on principles to underpin an expanded MTW
program. Much of what we agreed to as a group is we understand to be included
in any final version of AHSSIA. We urge this Subcommittee to carefully consider
this consensus approach to MTW expansion as one possible approach towards great-
er program flexibility for many more housing authorities nationwide. However we
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also stand ready to work with you to find additional avenues to encourage program
innovation and flexibility using the current MTW framework.

Meaningful Regulatory and Administrative Reforms From HUD Are Long
Overdue

I would also like to briefly raise the matter of administrative and regulatory re-
form which, in our opinion, has been long-overdue at HUD with regard not only to
the voucher program but other programs administered by housing authorities.

On May 3, 2011, NAHRO provided an extensive set of recommendations (Docu-
ment ID: HUD-2011-0037-0024-1 and HUD-2011-0037-0024-2) regarding regulatory
and administrative reforms in the voucher, public housing and community develop-
ment programs, in response to President Obama’s Executive Order 13563 titled,
“Reducing Regulatory Burden; Retrospective Review.” On, May 23, 2011, NAHRO
also sent a letter to HUD to thank HUD for including us in a “Delivering Together”
briefing focusing on the Department’s intent to identify and implement short-, me-
dium-, and long-term regulatory and statutory reforms to decrease the regulatory
and administrative burden faced by public housing agencies. At that time, NAHRO
submitted a smaller list of 27 regulatory and administrative reforms in voucher pro-
grams, and also at that time expressed our belief that significant reforms are need-
ed immediately for programs administered by housing authorities.

We believe that, in addition to the efforts you are making to advance voucher re-
form legislation, HUD should be prompted by Congress to act with deliberate speed
to put in place long-overdue regulatory and administrative reforms that would fur-
ther enhance and expedite a more cost effective and administratively less burden-
some voucher program. We ask the Subcommittee to work with us to ensure the
rapid execution of these reforms that HUD can do now.

Conclusion

Mr. Chairman, as this Subcommittee seeks to advance a bill that not only makes
sense substantively but politically, we urge you to consider and ultimately adopt a
bill that hews closely to the December 1, 2010, version of SEVRA and reflects some
of the more thoughtful and constructive provisions in AHSSIA that we have identi-
fied today. We see no reason, given the measure of support that the December 1,
2010, version of SEVRA had and the AHSSIA bill for the most part now has, to ei-
ther radically depart from language contained in these constructive approaches to
reform—or worse to start from scratch. The time for discussion has passed; the time
to act is now! With specific respect to AHSSIA, we are very pleased to see that your
House colleagues made significant progress on a number of issues important to
NAHRO, including improvements to the HQS section, and also retained important
language regarding the establishment of administrative fee rates by Congress. Cer-
tainly there is more that this Subcommittee can do to improve upon both bills as
I have noted but, after almost 10 long years of fits and starts, there is no reason
to undermine largely viable products that have many if not most program stake-
holders on board.

On behalf of my colleagues at NAHRO, thank you again for the opportunity to
come before you and express our opinions regarding this vitally important legisla-
tion. We look forward to working with you to achieve voucher reform now!

PREPARED STATEMENT OF HOWARD HUSOCK
VICE PRESIDENT FOR POLICY RESEARCH, MANHATTAN INSTITUTE

Auagusr 1, 2012

Thank you Mr. Chairman and thanks to this Committee for devoting its time and
attention to the important issues of low-income housing policy, which matters so
much both to the Nation’s most disadvantaged households and to the economies and
development of our cities.

The question of how to finance and maintain affordable housing and how to struc-
ture and manage our tenant-based low-income housing programs so as to encourage
self-sufficiency and upwardly mobility, both discussed in the bill recently considered
by the House, are crucial elements of both U.S. housing policy—and social policy.
In these remarks, I will focus mainly, on tenant-based programs, particularly the
Housing Choice Voucher program.

As the members know, housing vouchers, over the past two decades, have
emerged as a major program for many of our lowest-income households, roughly
doubling in size. In FY1998, the Congress appropriated some $9 billion for local
public housing authorities to distribute in voucher form; most recently, the HUD
budget includes more than $17 billion for the purpose. Vouchers now serve more
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households than traditional public housing—1.8 million vouchers were issued from
March 2011 through June 2012, compared with just 1.1 million traditional public
housing households. Spending on vouchers has even surpassed direct cash benefits
provided through the Temporary Assistance for Needy Families program of time-
limited support.

One can well understand and sympathize with the reasons for supporting the pro-
gram’s growth. The challenge for the lowest-income families, those earning 30 per-
cent or less of the median income, to find housing they can afford is substantial,
although the unfortunate rise in home foreclosures may plausibly make some dif-
ference in that regard. It is important, however, to understand the housing choice
voucher program, in addition, as a key aspect of U.S. social policy—our policy aimed
at aiding the long-term upward mobility of the most disadvantaged households.
That traditional goal of social policy—what President Johnson called a “hand up”—
is relevant to the program, in which many of the most vulnerable households are
enrolled. Like traditional public housing, nonelderly voucher recipients with chil-
dren are largely single-parent families—a full 94 percent of whom are headed by
single women. By design, the program serves disadvantaged households of ex-
tremely low income—47 percent of voucher recipients are at or below 20 percent of
the national median income.

The importance of structuring the program so as to provide aid and incentives
such that households move toward economic self-sufficiency has, in addition to being
in keeping with the traditional goal of social programs—as expressed, for instance
in the 1996 welfare reform act signed by President Clinton, Work—also has a prac-
tical dimension. The combination of long waiting lists and the likelihood that appro-
priations will not be significantly increased and the program expanded, means that
it behooves policy makers to find ways for the program to help participating families
move up and out, if only so as to be able to serve others in need.

It’s in this context that it’s crucial to set goals for the program that go beyond
administrative efficiency, as important as that is—and include, in addition, such
metrics as employment, increased household income, and what could be called grad-
uation from the program, or reduced tenure length. To find the best ways to manage
and structure the program so as to achieve these goals, it makes good sense to give
the Nation’s extensive network of 3,200 public housing authorities flexibility, based
on the model of efforts authorized under HUD’s extremely important but modestly
scaled Moving to Work initiative, which should be made permanent and expanded
to include as many interested authorities as possible.

There is precedent for this approach. In the early 1990s, the Nation saw State
Governments, in their traditional role that Justice Brandeis characterized as that
of laboratories of democracy, experiment with a variety of approaches to welfare re-
form. The results guided what then proved to be a successful Federal level reform,
which has since reduced dependency and increased workforce participation. We have
seen similar significant local successes among those public housing authorities per-
mitted to date to make use of the flexibility of the Moving to Work program. Notably
the Atlanta Housing Authority, about which I've written extensively in City Jour-
nal, used its MTW waiver to link a work requirement with the housing choice
voucher, coupled with an extensive counseling and workforce preparation program.
As a result, it has seen an increase in workforce participation among its nonelderly
population from 14 percent in 1994 to 71 percent today. Atlanta officials believe
they have created what they term “a culture of work”—an historic return to the
original conception of who public housing authorities should serve. Other authori-
ties, including Cambridge, Mass, and Portland, Oregon, are using Moving to Work
ways to change their rent structure so as to stop discouraging work—and to encour-
age tenants to move up and out over time. HUD data shows that, currently, 50 per-
cent of voucher tenants, and 48 percent of tenants in traditional public housing,
have been in the program for 5 years or longer, a tenure beyond the time limit in-
cluded in the TANF legislation and with which housing programs might logically
be aligned. An expansion of Moving to Work could allow other authorities to try
such experiments—or even to consider, as Philadelphia has, an outright time limit,
or to tie housing assistance to education, as in Tacoma, Washington.

Flexibility for local housing authorities must be guided, however, by clear goals
to be shaped by the Congress and overseen by HUD. These could include increases
in employment, measurable increases in voucher household income, and reduced
length of stay in the voucher program itself. As with public education, the require-
ment to meet standards, coupled with local flexibility in how best to do so, can be
an effective approach. Local officials know their own labor and real estate markets
best. It’s unwise to limit the flexibility that comes with Moving to Work, an initia-
tive begun by the Clinton Administration, to just 30 of the Nation’s 3,200 housing
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authorities. It’s a result which could be achieved, as well, through a bloc grant ap-
proach to the voucher program generally.

It is important to acknowledge and keep in mind, as well, as you consider such
changes, that the voucher program has experienced problems that Moving to Work
might help to fix. In a 2009 paper for the University of Cincinnati School of Plan-
ning entitled “The Geographic Concentration of Housing Vouchers”, a team of re-
searchers led by David Varady concluded that a concerted effort by the local housing
authority to reduce the reconcentration of poverty households through the voucher
program—a goal widely discussed—had not succeeded. The authors found “vouchers
clustering in areas that are poor and/or getting poorer, including “emerging hot
spots”—and reported, too “neighborhood alarm.” The study cites and confirms jour-
nalistic accounts, including my own in City Journal and that of Hannah Rosin in
The Atlantic, which have raised similar concerns. In discussing what the authors
call the “implications for national policy”, they conclude that “studies combining the
qualitative and quantitative perspectives are urgently needed”. Policy innovation,
permitted at the local level, can serve as the foundation for such research, as policy
makers, over the long-term, consider whether housing-specific assistance, and on
what terms, is the best way to assist low-income households.

Finally, I’d like to address briefly the proposal, also discussed in the House bill’s
language, to convert public housing capital and operating subsidies into project-spe-
cific vouchers, as a both a means to preserve affordable housing developments in
their current use and to facilitate increased investment of private capital to reduce
an estimated $30 billion in maintenance backlogs. The rationale for doing so, in a
time of serious maintenance needs and budget shortfalls, is obvious—and may pro-
vide a useful additional tool for public housing officials facing serious deferred main-
tenance. I would urge, however, that Members of this Committee be cautious in a
too-broad embrace of such plans. First, public policies which use public funds, tax
credits, or regulatory mandates to influence the allocation of private capital risk re-
ducing the availability of capital for other uses which may contribute more to eco-
nomic growth and wealth creation—in ways which ultimately benefit lower-income
families more than might affordable housing preservation. Similarly, the designa-
tion of specific real estate parcels for affordable housing purposes for the long-term
risks inducing municipalities to forestall the use of such parcels for the highest and
best economic uses—again in ways that may uplift the economic prospects of all citi-
zens. The proposed voucher-based maintenance financing approach for public hous-
ing is impressively imaginative—but should not been seen, in my view, as a way
to preserve, unit-by-unit—all public and subsidized housing. Better, in my own view,
for the Congress, through HUD, also to encourage additional approaches which
could include, for instance, the sale of high-value parcels currently owned by local
housing authorities so as to create locally based maintenance endowments for re-
maining units. Let’s be guided, both in how much public housing we preserve, and
how we set the regulations for housing vouchers, not by a narrow goal of preserva-
tion or expansion but by a broad determination to help uplift low-income households
and improve the economies of our cities.

PREPARED STATEMENT OF WILL FISCHER
SENIOR POLICY ANALYST, CENTER ON BUDGET AND POLICY PRIORITIES

Auqgusr 1, 2012

Thank you for the opportunity to testify. I am Will Fischer, Senior Policy Analyst
at the Center on Budget and Policy Priorities. The Center is an independent, non-
profit policy institute that conducts research and analysis on a range of Federal and
State policy issues affecting low- and moderate-income families. The Center’s hous-
ing work focuses on improving the effectiveness of Federal low-income housing pro-
grams, and particularly the Section 8 housing voucher program.

It is commendable that the Subcommittee is holding a hearing on streamlining
and strengthening rental assistance. The proposed Affordable Housing and Self-Suf-
ficiency Improvement Act (AHSSIA), Section 8 Savings Act (SESA), and Section 8
Voucher Reform Act (SEVRA) all contain important, timely measures to strengthen
the voucher program and other major rental assistance programs. The reforms in
these bills would sharply reduce administrative burdens for State and local housing
agencies and private owners, establish voucher funding rules that would enable
housing agencies to manage funds more efficiently, strengthen work supports, and
generate large Federal savings.

This testimony focuses on seven core reforms that should receive top priority for
enactment. Each of these measures appears in some form in the version of AHSSIA
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circulated by the Financial Services Committee on April 13, 2012, and the version
of SEVRA circulated by the Banking and Financial Services Committees on Decem-
ber 1, 2010.1 These high-priority reforms would:

e Simplify rules for setting tenant rent payments, while continuing to cap rents
at 30 percent of a tenant’s income;

e Streamline voucher housing quality inspections to encourage private owners to
participate in the program,;

e Establish a stable, fair voucher funding system to enable agencies to use funds
more efficiently and better cope with shortfalls;

e Allow more working poor families to qualify for vouchers by modestly raising
income targeting limits;

e Strengthen the Family Self-Sufficiency program, which offers housing assist-
ance recipients job counseling and incentives to work and save;

e Provide added flexibility to “project-base” vouchers to support affordable hous-
ing development and preservation;

e Make the rental assistance admissions process fairer by limiting screening to
criteria related to suitability as a tenant.

My testimony also discusses several other provisions that have been included in
one or more of the reform bills.

Reform Would Build On Strengths of the Rental Assistance Programs

The Nation’s rental assistance programs help more than four million low-income
households afford decent housing. The great majority of these households are senior
citizens, people with disabilities, and working poor families with children. As shown
in the table attached to this testimony, rental assistance units are spread among
the 50 States and across rural and urban areas.

Rigorous research has shown that rental assistance can sharply reduce the inci-
dence of homelessness and housing instability—problems that have been shown to
have serious harmful effects on children’s health and development.2 Families that
receive assistance to ease rent burdens also have more funds available for other
basic needs, such as food, medication, child care, and transportation, and may be
able to save or invest in education to help lift themselves out of poverty. 3

Housing assistance produces positive indirect effects, as well. Studies suggest that
work-promoting initiatives are more effective for families with affordable housing, 4
and a growing body of research suggests that stable, affordable housing may provide
children with better opportunities for educational success. 5 Affordable housing com-
bined with supportive services can help the elderly and people with disabilities re-
tain their independence and avoid or delay entering more costly institutional care
facilities. ¢ The evidence of health care and other savings from providing affordable
housing and services to homeless individuals with chronic health problems is par-
ticularly compelling. 7

1My testimony focuses on these versions—the most recent public version of each bill—except
where otherwise noted. Since SESA was circulated by the current leadership of the House Fi-
nancial Services Committee earlier in this Congress, I generally focus on the Committee’s later
AHSSIA bill instead. A detailed side-by-side comparing AHSSIA, SEVRA, and current law is
available at http:/ /www.cbpp.org/files|5-10-12-SEVRA-AHSSIA-CurrentLaw-Comparison.pdf.

2Diana Becker Cutts, MD, “U.S. Housing Insecurity and the Health of Very Young Children”,
American Journal of Public Health, August 2011, Vol. 101, No. 8, p. 1508; Michelle Wood, Jen-
nifer Turnham, and Gregory Mills, “Housing Affordability and Well-Being: Results From the
Housing Voucher Evaluation”, Housing Policy Debate 19:367—412 (2008).

3Joint Center for Housing Studies of Harvard University, “America’s Rental Housing: Meet-
ing Challenges, Building on Opportunities”, April, 2011, p. 5 and table A-9, hitp://
www.jchs.harvard.edu | sites [ jehs.harvard.edu / files | americasrentalhousing-2011.pdf.

4 James A. Riccio, “Subsidized Housing and Employment: Building Evidence of What Works”,
in Nicolas P. Retsinas and Eric S. Belsky, eds., Revisiting Rental Housing, Joint Center for
Housing Studies and Brookings Institution Press, 2008.

5Maya Brennan, “The Impacts of Affordable Housing on Education: A Research Summary”,
Center for Housing Policy, May 2011, hitp:/ |www.nhc.org/ media/files/In-
sights HousingAndEducationBrief.pdf.

6 Gretchen Locke, Ken Lam, Meghan Henry, Scott Brown, “End of Participation in Assisted
Housing: What Can We Learn About Aging in Place?” Abt Associates Inc., February 2011, avail-
able at: http:/ Jwww.huduser.org [ publications / pdf/
Locke AgingInPlace AssistedHousingRCRO03.pdf.

7For summaries of findings and references, see U.S. Interagency Council on Homelessness,
“Opening Doors: Federal Strategic Plan To Prevent and End Homelessness, 2010”, pp. 18-19,
http:/ |www.usich.gov /| PDF | OpeningDoors 2010 FSPPreventEndHomeless.pdf; and Michael

Continued
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Research has found additional benefits when housing assistance enables low-in-
come families to live in neighborhoods with lower poverty rates, including sharply
fewer deaths from disease or accidents among girls and lower rates of obesity and
diabetes. 8 Where housing policies have allowed low-income children to attend high-
performing, economically integrated schools over the long term, their math and
reading test scores are significantly better than comparable children who attended
higher-poverty schools. ©

The core reforms in SEVRA and AHSSIA would build on this record of success.
Fourteen years have passed since the enactment of the Quality Housing and Work
Responsibility Act (QHWRA) in 1998, the last major authorizing legislation affecting
the voucher and public housing programs. As with any program, adjustments are
needed over time to reflect changed circumstances and lessons learned.

Reforms that stretch limited dollars to assist more families or avoid painful cuts
are especially urgent today, when budgets are tight but unemployment, poverty, and
homelessness are high. The Congressional Budget Office (CBO) estimated that the
December 2010 version of SEVRA would reduce the budget authority needed to fund
the current level of housing assistance by more than $700 million over 5 years. Fi-
nancial Services Committee staff have indicated that the April 2012 version of
AHSSIA (which included additional cost saving measures) would save at least $1.5
billion. These estimates do not attempt to include administrative savings, which
could lower funding needs by an added several hundred million dollars over 5 years.

Simplifying Rules for Determining Tenants’ Rent Payments

Tenants in HUD’s housing assistance programs generally must pay 30 percent of
their income for rent, after certain deductions are applied. The rent streamlining
provisions in AHSSIA and SEVRA maintain this rule, but would streamline deter-
mination of tenants’ incomes and deductions. As a result, the bills would reduce bur-
dens on housing agencies, property owners, and tenants. The changes would also re-
duce the likelihood of errors in rent determinations and strengthen work incentives
for tenants.

Most significantly, the bills would:

e Reduce the frequency of required income reviews. Currently, agencies and own-
ers must review income annually for all tenants. AHSSIA and SEVRA would
allow agencies and owners to limit reviews to once every 3 years for households
that receive most or all of their income from fixed sources such as Social Secu-
rity 01"0 SSI and consequently are unlikely to experience much income vari-
ation. 1

Today agencies and owners also must adjust rents between annual reviews at the
request of any tenant whose income drops. AHSSIA and SEVRA would require ad-
justments only when a family’s annual income drops by 10 percent or more, making
such “interim” reviews less common but still providing adjustments when tenants
would otherwise face serious hardship. The bills also would require interim adjust-
ments for income increases exceeding 10 percent, except that adjustments for earn-
ings increases would be delayed until the next annual review to strengthen work
incentives.

Together, these changes would sharply reduce the number of income reviews that
agencies and owners must conduct. This would substantially lower administrative
costs, since income reviews are among the most labor-intensive aspects of housing
assistance administration.

o Simplify deductions for the elderly and people with disabilities. Currently, if the
household head (or his or her spouse) is elderly or has a disability, housing
agencies and owners must deduct medical expenses and certain disability as-
sistance expenses above 3 percent of the household’s income from income for

Nardone, Richard Cho, and Kathy Moses, “Medicaid-Financed Services in Supportive Housing
for High-Need Homeless Beneficiaries: The Business Case”, Center for Health Care Strategies,
Inc., June 2012, available at http:/ /www.rwjf.org/files [ research | 74485.business.case.pdf.

8Jens Ludwig, et al., “Neighborhoods, Obesity, and Diabetes—A Randomized Social Experi-
ment”, New England Journal of Medicine, 365:16, October 2011, htip:/ /www.nejm.org/doi/full/
10.1056 | NEJMsa1103216; Brian A. Jacob, Jens Ludwig, Douglas L. Miller, “The Effects of
Housing and Neighborhood Conditions on Child Mortality”, NBER Work Paper No. 17369, Na-
tional Bureau of Economic Research, August 2011, http:/ /www.nber.org [ papers/w17369.

9 Heather Schwartz, “Housing Policy is School Policy”, The Century Foundation, 2010, Attp://
tcf.org | publications | pdfs | housing-policy-is-school-policy-pdf | Schwartz.pdf.

10 Many fixed-income benefits, such as Social Security and SSI, typically increase annually
due to cost-of-living adjustments. To avoid a loss of revenue from this streamlined option, agen-
cies would be required to assume that in the intervening 2 years these tenants’ incomes rose
by a rate of inflation specified by HUD.
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purposes of determining the household’s rent. Agencies and owners report that
this deduction is difficult to administer, since they must collect and verify re-
ceipts for all medical expenses. It also imposes significant burdens on elderly
people and people with disabilities, who must compile and submit receipts that
may contain highly personal information. Largely for these reasons, many
households eligible for the deduction do not receive it. By contrast, a second de-
duction targeted to the same groups—a $400 annual standard deduction for
each household where the head or spouse is elderly or has a disability—is quite
simple to administer.

AHSSIA and SEVRA would increase the threshold for the medical and disability
assistance deduction from 3 percent of annual income to 10 percent. This would re-
duce the number of people eligible for the deduction—and therefore the number of
itemized deductions that would need to be determined and verified—while still pro-
viding some relief for tenants with extremely high medical or disability assistance
expenses. At the same time, the bills would increase the easy-to-administer stand-
ard deduction for the elderly and people with disabilities, to $675 annually in
SEVRA and $525 annually in AHSSIA, and index it for inflation.

In addition to reducing processing burdens for agencies, owners, elderly people,
and people with disabilities, this change is likely to reduce payment errors substan-
tially. HUD studies have found that the medical and disability expense deduction
is one of the most error-prone components of the rent determination process, while
errors in the standard deduction are rare.

The higher $625 standard deduction in SEVRA would be preferable, since it would
come closer to fully offsetting rent increases (on average across all families) from
the scaled back medical expense deduction (although it would also result in some-
what lower savings). Some individual households would see higher or lower monthly
rents, but the changes would generally be modest. Congress could provide added
protection for tenants who are adversely affected by allowing HUD to establish a
hardship exemption policy (as AHSSIA would do) and delaying the effective date of
the change to allow tenants to find other ways to cover out-of-pocket medical ex-
penses.

o Simplify deductions for families with children. AHSSIA and SEVRA would scale
back an existing deduction for child care expenses—which evidence suggests is
implemented inconsistently—by allowing deductions only of expenses above 5
percent of income (rather than all reasonable expenses). At the same time, it
would increase from $480 to $525 a simple annual deduction that families re-
ceive for each child or other dependent, and index it for inflation. The depend-
ent deduction recognizes the larger share of family income required to cover
nonshelter expenses when a family has more children.

o Base rents on a tenant’s actual income in the previous year. Currently, rents are
based on a tenant’s anticipated income in the period that the rent will cover,
usually the coming 12 months. Except when a family first begins receiving
housing assistance, AHSSIA and SEVRA would require agencies generally to
base rents on actual income in the previous year. This would give tenants an
incentive to increase their earnings, since such an increase would not affect
their rent for as long as a year. It also would simplify administration, both by
making it easier for agencies and owners to use tax forms and other year-end
documentation to verify income and by reducing the need for midyear rent ad-
justments for tenants whose earnings change during the year.

Limit utility allowances based on family size and composition. AHSSIA contains
a provision to limit utility allowances in the voucher program based on the
number of bedrooms a family is eligible for given its composition, rather than
the actual size of the unit. Today families are permitted to rent units larger
than they are eligible for, but the cap on the total housing costs the voucher
covers (that is, the payment standard) does not rise as a result. Adopting the
AHSSIA limit on utility allowances would generate savings and avoid providing
families incentives to rent larger units than they need.

o Allow housing agencies to use income data gathered by other programs. AHSSIA
and SEVRA contain a provision that would allow State and local housing agen-
cies and owners to rely on income determinations carried out under SNAP (for-
merly food stamps) and other Federal means-tested programs, without separate
verification. Currently, housing agencies and owners must determine and verify
income independently, even though this duplicates work already being carried
out by other agencies. Allowing housing agencies to rely on income determina-
tions made by SNAP agencies would ease their administrative burdens consid-
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erably, since a large portion of housing assistance recipients also receive SNAP
benefits.

AHSSIA, however, does not include a provision from the December 2010 version
of SEVRA requiring State SNAP agencies to make available to housing agencies in-
come data for families participating in both programs. It is important that Congress
include this requirement, since without it many SNAP agencies may not provide the
needed data.

Flat Rent Changes Offer Promising Way To Raise Revenues

To encourage a mixture of incomes among public housing residents, current law
permits residents to elect to pay a “flat rent.” This policy benefits residents with
the highest incomes (who pay less than 30 percent of their income for housing under
the policy) but has been considered reasonable because HUD rules require that flat
rents be set at the “estimated rent for which the [agency] could promptly lease the
public housing unit”—that is, at the approximate market rent. Data suggest, how-
ever, that existing flat rents are well below market rents in some areas, which
raises Federal costs and can increase funding shortfalls for local agencies.

AHSSIA includes a statutory change proposed in the Administration’s 2012 budg-
et to require agencies to set flat rents no lower than 80 percent of the HUD fair
market rent for the area.!! HUD estimates that the provision would reduce public
housing operating subsidy needs by $150 million in the first year and by more than
$400 million per year once the proposal is fully phased in.

As proposed by HUD, AHSSIA would require local agencies to implement the new
policy no later than September 30, 2013, which would allow agencies some time to
phase the policy in. In addition, the bill limits any increases in rental payments by
affected households to 35 percent per year.

Minimum Rent Increase Would Harm the Poorest Tenants

The April version of AHSSIA contains a provision not included in SEVRA increas-
ing to $69.45 a month the “minimum rents” that the lowest income housing assist-
ance recipients can be required to pay, and indexing this amount for inflation.
Under current law, housing agencies have the option of setting minimum rents for
voucher holders and public housing residents up to $50. HUD also has authority to
set minimum rents up to $50 in project-based Section 8 units, and currently has
set that level at $25.

The April AHSSIA provision makes two significant improvements over the min-
imum rent proposal in the earlier version of AHSSIA that a House Financial Serv-
ices subcommittee passed on February 7, 2012:

o The subcommittee-passed bill would have required all housing agencies and
owners to charge minimum rents of $69.45, eliminating the discretion that ex-
ists under current law. By contrast the April AHSSIA provision would permit
housing agencies and owners to set minimum rents below $69.45 for “good
cause,” unless HUD disapproves the lower rent.

e The subcommittee-passed bill made no significant changes to existing protec-
tions for families that would face hardship if they were required to pay min-
imum rents. A 2010 HUD-sponsored study found that these protections help few
families: 82 percent of agencies reported providing exemptions to less than 1
percent of families subject to minimum rents, and only 5 percent of agencies
said they had exempted more than a tenth of affected families.12 The April
AHSSIA bill improves the hardship requirements to increase the chances that
poor families facing hardship will be exempted.

Despite these improvements, the April AHSSIA provision is still likely to harm
many of the Nation’s most vulnerable families and individuals. As many as 500,000
households could be required to pay higher rents, including families with 725,000
children. While the improvements described above would protect some families,
many are still likely to fall through the cracks, placing them at risk of severe hard-
ship and even homelessness. Moreover, is not clear what the rationale for the in-
crease is. Congress should omit it in final rental assistance reform legislation.

11The flat rent option was authorized by the Quality Housing and Work Responsibility Act
of 1998 (QHWRA). The AHSSIA provision would also apply to “ceiling” rents, which were estab-
lished prior to the enactment of QHWRA and are subject to somewhat different rules.

12 Abt Associates et al, Study of Rents and Rent Flexibility, prepared for HUD Office of Public
and Indian Housing, May 26, 2010, Attp://www.huduser.org/publications/pdf/
Rent%20Study Final%20Report 05-26-10.pdf.
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Rent ngonstration Could Be Useful, but Restrictions Should Be Tight-
ene

AHSSIA and SEVRA would authorize HUD to conduct a limited demonstration
of alternative rent policies. Such a demonstration is potentially beneficial. Today’s
rent rules generally work well, providing sufficient help to enable the neediest fami-
lies to afford housing while not giving higher-income families more subsidy than
they need. In addition, the current system maintains largely identical rules across
programs and localities, making it easier for voucher holders to move from one com-
munity to another (for example to pursue a job opportunity), for private-sector own-
ers and investors to participate in multiple programs and operate in multiple juris-
dictions, and for HUD to provide effective oversight.

Most major changes—and particularly those that would result in sharply higher
or lower subsidies for certain families—would carry substantial risks and tradeoffs.
It is possible, however, that some substantial changes would have significant bene-
fits that would justify enacting them on the Federal level. For example, a policy of
disregarding some percentage of earned income would carry added costs, but might
encourage sufficient increases in earnings to offset a sizable share of the cost and
justify the change. A demonstration could offer an opportunity to rigorously test pol-
icy alternatives to determine their costs and benefits relative to the current rules.
HUD is already conducting a rent demonstration at a subset of MTW agencies, but
would need additional statutory authority to extend it to other agencies.

However, the rent demonstration in AHSSIA and SEVRA should be strengthened
in important ways. It should provide HUD broader flexibility to identify promising
policies, limit the length of the demonstration to avoid allowing wasteful or harmful
policies to remain in place indefinitely, explicitly require an experimental evalua-
tion, and clarify that the “limited” number of families that can be subject to alter-
natixlze policies should be no more than the number needed to yield statistically valid
results.

Streamlining Inspections To Encourage Participation by Private Owners

The voucher program requires that vouchers be used only in houses or apart-
ments that meet Federal quality standards. AHSSIA and SEVRA would allow agen-
cies to modestly change the inspection process used to ensure that units meet those
standards. The changes would ease burdens on agencies and encourage landlords to
rent apartments to voucher holders.

Most significantly, AHSSIA and SEVRA would allow agencies to inspect apart-
ments every 2 years instead of annually. In addition, the bills would allow agencies
to (1) rely on recent inspections performed for other Federal housing programs, and
(2) make initial subsidy payments to owners even if the unit does not pass the ini-
tial inspection, as long as the failure resulted from non- life-threatening conditions.
Defects would have to be corrected within 30 days of initial occupancy for the pay-
ments to continue. These provisions would encourage owners to participate in the
voucher program by minimizing any financial loss due to inspection delays. They
also would enable voucher holders, who in some cases are homeless or experience
other severe hardship, to move into the unit more quickly than under current rules.

Today, when an inspection of a unit occupied by a voucher holder finds a viola-
tion, the housing agency is permitted to temporarily halt subsidy payments if the
owner fails to address the violation in a timely manner, and ultimately terminate
the subsidy if the defects are not adequately repaired. AHSSIA and SEVRA would
retain this authority and establish a series of requirements regarding the rights of
tenants and other aspects of subsidy abatement and termination.

SEVRA also includes a beneficial requirement, which Congress should enact, for
housing agencies to provide assistance to help tenants find a new unit and relocate
if the subsidy to their unit is terminated because of an inspection violation. AHSSIA
would make this assistance optional.

Stabilizing Voucher Funding Rules

One of the most important goals of authorizing legislation concerning the voucher
program should be to establish a stable, fair, efficient policy for distributing funds
to renew voucher subsidies to the approximately 2,400 State and local agencies that
administer the program. This would enable those agencies to assist more families
within the level of resources provided in annual appropriations bills than would oth-
erwise be possible.

For the last 9 years, appropriations acts have changed renewal funding policies
every several years. Such instability creates uncertainty and makes many agencies
reluctant to use the funds they have to serve the number of families Congress has
authorized, out of fear that they will not receive sufficient renewal funding to main-
tain payments to landlords. As a result, only about 92 percent of authorized vouch-
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ers are in use, compared to about 97 percent before the changes in renewal funding
policy began—a loss of assistance to about 100,000 families. The reform bills include
a package of changes that would stabilize and strengthen renewal funding policy.

e Stable funding formula. AHSSIA and SEVRA would establish as a permanent
part of authorizing law the policy in recent appropriations bills of basing each
agency’s funding on the cost of the vouchers it used in the previous year, ad-
justed for inflation and certain other factors. This approach forces agencies to
manage within a limited budget, while also ensuring that each agency’s funding
level matches its actual needs.

o Stable reserve and offset policy. AHSSIA and SEVRA would assure State and
local housing agencies that they can maintain a funding reserve of at least 6
percent of the renewal funding for which they are eligible, but permit HUD to
“offset” (that is, deduct from the agency’s funding) reserves above that level.
AHSSIA improves on the SEVRA offset policy by extending it to cover MTW
agencies in addition to non-MTW agencies; this avoids unfairly disadvantaging
non-MTW agencies.

In the current funding environment, when agencies may fear that Congress will
not provide sufficient new funding to support all vouchers in use, a predictable re-
serve level provides the cushion agencies need to reissue vouchers to needy appli-
cants on the waiting list when families leave the program and be confident that
they will have sufficient funds to sustain the vouchers. At the same time, making
clear that HUD will have authority to offset reserves beyond the permitted amount
provides a strong incentive for agencies to put excess funds to use assisting families.

e Permitting agencies to assist as many families as possible with available funds.
AHSSIA and SEVRA would encourage agencies to reduce the cost of voucher
subsidies and stretch their voucher funds to serve as many families as possible
by restoring flexibility that existed prior to 2003 to assist families beyond the
agency’s “authorized voucher cap.” Under a policy adopted in annual appropria-
tions acts since 2003, agencies are penalized if they use more than their author-
ized number of vouchers in a year, even if they can do so with available funds
by reducing per-voucher costs. This policy has pushed many agencies to use
substantially fewer than their authorized number of vouchers, out of fear of ex-
ceeding the cap.

AHSSIA and SEVRA would remove this chilling effect and assure agencies that
if they took steps to limit costs, they could use any savings to provide vouchers to
more families even if this pushes them above their authorized voucher level. Vouch-
ers above the authorized level that are supported by unused prior-year funds would
not be counted for determining the agency’s future funding level, so this incentive
would not increase program costs.

o Efficient use of funds above renewal formula amounts. When Congress passes
appropriations bills in a timely manner, it sets the voucher funding level before
all the data needed to know the precise amount agencies will be eligible for
under the renewal formula are available. In recent years, when funding has ex-
ceeded the amount needed HUD has been required to distribute the extra funds
pro rata to all agencies. HUD could use these funds more efficiently if it had
authority to allocate them to meet unforeseen needs, reward high performance,
or for other purposes. SEVRA provides HUD broad authority to make such allo-
cations, while AHSSIA provides more limited discretion. The SEVRA provision
would be preferable, but Congress should enact at least the AHSSIA provision.

Per-Voucher Costs Have Risen More Slowly Than Housing Costs in the Pri-
vate Market

While AHSSIA and SEVRA would create important incentives to keep per-voucher
costs low, it is important to note that this would build on the voucher program’s
already successful record of restraining costs. Per-voucher costs have generally risen
at a slower rate than housing costs in the private market. HUD-determined Fair
Market Rents (FMRs), which are based in market rents for standard-quality unas-
sisted units, increased by 19 percent from 2005 to 2010. As shown in Figure 1, dur-
ing that same period per-voucher costs increased by less than 16 percent.

A central reason for this is that housing agencies controlled voucher costs through
their ability to set payment standards, which cap voucher subsidies and can be set
anywhere from 90 to 110 percent of the FMR (and outside that range under some
circumstances). This explanation receives support from HUD data showing that, on
average, voucher payment standards declined in relation to FMRs from 2005 to
2010.
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By incorporating an improved voucher renewal funding policy in permanent law,
AHSSIA and SEVRA would provide agencies—as well as families with vouchers and
private owners—with more confidence that renewal funding needs will be met in fu-
ture years, which is particularly important to maintain program effectiveness in the
current fiscal environment. This approach would not weaken Congress control over
the cost of the program. Congress would still determine the amount of annual pro-
gram funding, and if the funds appropriated in a given year were insufficient to
fully fund the renewal formula, HUD would reduce each agency’s funding by the
same percentage so funds would still be allocated based on agencies’ relative needs.
The provisions in the bills would simply ensure that, for any given level of funding,
more families would receive the important benefits that vouchers have been shown
to provide.

Easing Income Targeting Rules To Help More Working-Poor Families

Currently, 75 percent of vouchers and 40 percent of project-based Section 8 and
public housing units must be allocated to households with incomes at or below 30
percent of the median income in the local area at the time they enter the program.
AHSSIA and SEVRA would adjust these criteria to require that those vouchers and
units be allocated to households with incomes at or below 30 percent of local median
income or the Federal poverty line, whichever is higher. Neither this revised re-
quirement nor current law restricts a family’s income after it is admitted. 13

This change would give housing agencies greater flexibility to target working-poor
families. Some agencies in low-income areas have expressed concern that the cur-
rent targeting criteria prevent them from assisting these families. At the same time,
the change would maintain the emphasis on assistance for the poor. CBO has esti-
mated that the reduction in subsidy needs that would result from easing targeting
rules would reduce funding needs by $1.14 billion over 5 years, making it the larg-
est source of savings in the bills.

13 A separate provision of SEVRA (but not AHSSIA) would prohibit families from continuing
to receive assistance if their income rises to a much higher level (generally above 80 percent
of local median income). Currently, there is no income limitation after admission. Under
SEVRA, owners and agencies could opt not to enforce this new policy in project-based Section
8 and public housing. And families with incomes above 80 percent of median in most areas no
longer qualify for assistance under the voucher program because 30 percent of their adjusted
income—their required contribution—exceeds the maximum rent a voucher can cover. Nonethe-
less, because the SEVRA policy would terminate assistance for some higher-income families
(who would then typically be replaced by lower-income families who require larger subsidies),
CBO estimated that it would cost $209 million over 5 years.
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The only difference between the bills’ targeting provisions is that AHSSIA fixes
language in SEVRA that could allow targeting in project-based Section 8 develop-
ments in Puerto Rico and other U.S. territories to be raised excessively. The Federal
poverty line is not designed to apply in U.S. territories, and using it to target hous-
ing assistance there would raise the targeting threshold far above 30 percent of the
local median income and shift assistance away from the neediest families. For this
reason, both AHSSIA and SEVRA seek to exempt the territories from the targeting
change, but the SEVRA exemption applies only to “in the case of public housing
agencies” located in a U.S. territory. This would allow sharp targeting increases in
project-based Section 8 developments, which generally are not administered by pub-
lic housing agencies. Congress should adopt the more complete AHSSIA exemption.

Strengthening the Family Self-Sufficiency Program

The Family Self-Sufficiency (F'SS) program encourages work and saving among
voucher holders and public housing residents through employment counseling and
financial incentives. Both AHSSIA and SEVRA establish a stable formula to allocate
funds to cover administrative costs of FSS programs. This formula would replace a
competitive process that has made funding unpredictable and disrupted administra-
tion of local F'SS programs.

Unfortunately, residents of units assisted through the project-based Section 8 pro-
gram are ineligible for F'SS today. AHSSIA (but not SEVRA) corrects this omission,
enabling families receiving any type of Section 8 assistance as well as public hous-
ing residents to benefit from FSS. Offering participation in the FSS program to
project-based Section 8 tenants would be optional for property owners. Generally,
such tenants would participate in an FSS program operated by a public housing
agency, if one is available that will admit the families. Owners of properties with
project-based Section 8 contracts could also use funds in their HUD-required “resid-
ual receipts accounts” to operate an FSS program independently if it serves at least
25 participants.

AHSSIA also contains other beneficial FSS provisions, including a requirement
that housing agencies with 500 or more voucher and public housing units offer or
expand FSS programs if sufficient funds are available.

Facilitating Use of Project-Based Vouchers

Both AHSSIA and SEVRA would make it easier for a housing agency to enter into
agreements with owners for a share of its vouchers to be used at a particular hous-
ing development. Through such “project-basing,” agencies can, for example, partner
with social service agencies to provide supportive housing to formerly homeless peo-
ple or support development of mixed-income housing in low-poverty neighborhoods
with strong educational or employment opportunities.

Residents of units with project-based voucher assistance have the right to move
with a voucher after 1 year, using the next voucher that becomes available when
another family leaves the program. (When this occurs, a voucher remains attached
to the housing development; the family moving out of the development receives a
separate voucher.) This “resident choice” feature and other policies make the
project-based voucher option significantly different from earlier programs that pro-
vided project-based assistance.

AHSSIA and SEVRA increase the percentage of an agency’s voucher assistance
that can be project-based from 20 percent to 25 percent, if the added 5 percent is
used in areas where vouchers are difficult to use, to house homeless families or indi-
viduals, or to provide supportive housing to people with disabilities. AHSSIA adds
units that house veterans or the elderly to the categories that qualify for this added
authority. In SEVRA, agencies would be permitted to project-base the higher of 25
percent of their authorized vouchers or 25 percent of their voucher funding, giving
greater flexibility to housing agencies that are able to keep project-based voucher
costs low. AHSSIA would base the limit strictly on the percentage of the agency’s
authorized vouchers.

In addition, the bills would permit housing agencies to commit to project-based
voucher contracts with a term of 20 years (the term HUD permits for contracts
under the separate project-based Section 8 program), rather than the 15-year max-
imum permitted today. The bills would also permit owners to establish and main-
tain site-based waiting lists subject to civil rights and other requirements, allow
agencies to provide project-based vouchers in the greater of 25 percent of units or
25 units in a project, and permit 40 percent of the units in a project to have project-
based vouchers in areas where vouchers are difficult to use or the poverty rate is
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20 percent or less. 14 These policy changes would help agencies increase the effec-
tiveness of the voucher program in rural and suburban areas, where rentals are fre-
quently scarce and properties tend to be small, and in low-poverty areas in all types
of locations.

Protection Against Arbitrary Screening of Housing Assistance Recipients

Housing agencies and owners must screen housing assistance applicants based on
several federally required criteria, and can opt to establish additional screening cri-
teria. AHSSIA and SEVRA would make several changes to the screening process for
the housing voucher program, including limiting optional screening criteria to those
directly related to the family’s ability to meet the obligations of the lease and requir-
ing housing agencies to consider mitigating factors before denying assistance. These
important improvements would prevent, for example, denial of assistance to a fam-
ily with a good record of paying rent on time but (like many poor families) a weak
credit history for other reasons, and would make it easier to provide housing vouch-
ers to homeless people and others with an urgent need for assistance who today
might be denied help for arbitrary reasons.

Unfortunately, the current AHSSIA draft drops a provision of some versions of
SEVRA that would have made similar (and equally important) changes in the public
housing and project-based Section 8 programs. Congress could extend the changes
to those programs by restoring the omitted provisions or simply by giving HUD au-
thority to establish common requirements for all rental assistance programs.

Both AHSSIA and SEVRA also would add an important protection for families
being shifted from assistance under the public housing or HUD multifamily pro-
grams to housing vouchers due to the elimination of the existing assistance for the
properties in which they reside. The bills recognize that such families are not new
to HUD assistance and should be considered continuing participants rather than
new applicants subject to initial screening. In addition to protecting families, these
changes also would reduce administrative burdens for housing agencies.

Other Provisions

In addition to these seven core reforms, a series of other provisions appear in
SEVRA, AHSSIA, or both. Several of these provisions are discussed below:

e Local flexibility to adjust voucher payments to accommodate the special needs
of people with disabilities. Housing agencies today can allow people with dis-
abilities to use vouchers to rent more expensive units than is permitted for
other families, if this is necessary to accommodate their disability. If this re-
quires a payment standard above 110 percent of the FMR, however, the agency
must obtain special approval from HUD. This can create delays that make it
much more difficult for people with disabilities to use vouchers. Accessible units
are often more costly than a typical unit in an area, either because few such
units exist or because they require added investments by owners.

SEVRA and AHSSIA would allow agencies to provide exceptions up to 120 percent
of the FMR for this purpose without approval from HUD. Because these exceptions
would be needed for only a small share of vouchers, this important provision’s cost
would be minimal.

e Use of vouchers in manufactured housing. AHSSIA drops a beneficial SEVRA
provision that would allow vouchers to be used to cover loan payments, insur-
ance payments, and other periodic costs of buying a manufactured home, in ad-
dition to the cost of renting a space on which to place the home. The combined
payments would, however, be subject to the same subsidy limits that apply to
other vouchers.

Currently, vouchers can be used to cover the full range of periodic home owner-
ship costs for the purchase of a traditional home or a manufactured home set on
land also purchased by the family. But if a family rents the space for a manufac-
tured home, which is common in some States, the voucher subsidy is limited to
about 40 percent of the assistance it could otherwise provide, and can only cover
the space rental costs and not the costs of purchasing the home. The SEVRA provi-
sion would allow vouchers to be used effectively in a segment of the housing market
that in some areas is the most readily available source of affordable housing—and
that for many families offers the most realistic avenue to home ownership.

14Both today and under AHSSIA and SEVRA, agencies can place project-based vouchers in
100 percent of units in developments that assist the elderly or people with disabilities or provide
supportive services to residents.
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o Fair Market Rents. AHSSIA and SEVRA contain identical provisions that would
make modest improvements to the process for setting FMRs by streamlining
HUD’s FMR determination process and giving housing agencies added authority
to protect families from rent increases stemming from FMR reductions.

e Rental Assistance Demonstration. AHSSIA would authorize $150 million for a
5-year Rental Assistance Demonstration (RAD) testing the conversion of public
housing and Section 8 moderate rehabilitation units to project-based vouchers
or Section 8 project-based rental assistance, and $50 million for similar conver-
sions of units from the Rent Supplement program or Rental Assistance Program
to Section 8 project-based rental assistance.

RAD offers a promising approach to preservation of needed subsidized housing.
HUD has just issued a final notice to implement a version of RAD approved by the
2012 HUD appropriations act. The AHSSIA RAD provision’s most important im-
provement over the existing version of RAD is that it would permit public housing
units to receive subsidy levels capped under regular Section 8 rules rather than lim-
iting subsidies to the amount the units received through public housing prior to con-
version. This would make RAD a more effective and flexible tool, but only if appro-
priators provided the needed funds—a step they were unwilling to take in the 2012
act.

e Economic Security Demonstration. AHSSIA contains a provision not included in
SEVRA directing HUD to carry out a demonstration to rigorously evaluate op-
tions for helping to increase the economic security of housing assistance recipi-
ents, including financial incentives, work requirements, and other interventions,
and authorizes $25 million for this purpose. Such a demonstration could gen-
erate important information about the effectiveness of policies to promote eco-
nomic security. If Congress enacts it, however, it should specify that new poli-
cies may remain in place only during the demonstration or until otherwise al-
lowed by Congress, to avoid leaving harmful policies in place indefinitely.

o Moving-to-Work. The version of AHSSIA passed by a House Financial Services
Subcommittee in February 2012 contained a harmful provision permitting an
unlimited expansion of the Moving to Work (MTW) demonstration, which cur-
rently exempts 35 housing agencies from nearly all Federal housing laws and
regulations. This would risk deep cuts to housing assistance over time (due to
the block grant funding formula used in MTW) and harmful policy changes,
such as sharp rent increases on vulnerable families or time limits on assistance
even for working poor families who cannot afford to stay in their homes without
help. Moreover, the sweeping scale of the expansion would make it impossible
to address a key shortcoming of the existing MTW demonstration—that it has
permitted risky policy changes without carefully evaluating them to determine
their true impact. 1>

The April version of AHSSIA also contains a large-scale MTW expansion, but the
expanded program would be subject to significant limitations. These include prohibi-
tions on waivers of some key tenant protections and requirements for rigorous eval-
uation of the riskiest policies. If Congress enacts an MTW expansion as part of re-
form legislation, it is essential that it be subject to the limitations in the April
AHSSIA bill.

It should be noted however, that even with these limitations MTW expansion
would still pose serious risks. Most importantly, the April AHSSIA bill would allow
large (though capped) shifts of funds from the voucher program to other purposes,
raising the risk that the expansion would result in many fewer needy families re-
ceiving housing assistance than would be assisted under regular program rules.
Moreover, the goals of MTW, such as testing alternative policies and streamlining
program administration, can be pursued effectively through other, less risky ap-
proaches. Consequently, even the more limited MTW expansion in the April
AHSSIA bill can be justified only if it is critical to the enactment of comprehensive
legislation containing most or all of the important reforms discussed earlier in this
testimony.

15For further discussion of the risks of posed by MTW expansion, see Douglas Rice and Will
Fischer, Proposal to Greatly Expand “Moving to Work” Initiative Risks Deep Cuts in Housing
Assistance Over Time, available at http:/ /www.cbpp.org/files/1-10-12hous.pdf, and Will Fisch-
er, Expansion of HUD’s Moving to Work Demonstration Is Not Justified, available at http://
www.cbpp.org [ cms [index.cfm?fa=view&id=3590.
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Conclusion

The core provisions of AHSSIA and SEVRA would build on the voucher program’s
many strengths through a series of measured, targeted improvements that, taken
together, would deliver important benefits to housing agencies, private owners, and
low-income families. Moreover, because several of the bills’ provisions extend beyond
the voucher program, they also would improve the public housing and project-based
Section 8 programs.

It is important that Congress expeditiously enact rental assistance reform legisla-
tion with these key provisions. The need for housing assistance is unusually high
today, with elevated levels of homelessness and poverty and widespread fore-
closures. Yet Congress appears unlikely to expand resources for housing assistance
substantially, and is likely to consider substantial cuts—on top of the sharp reduc-
tions enacted in recent years to voucher administrative fees, public housing capital
grants, and other housing programs.

At this time, the Nation needs its housing assistance programs to be as efficient
and effective as possible, and the measures in AHSSIA and SEVRA would take
major steps toward that goal. The bills’ core provisions have been fully vetted
through deliberations in the past four congressional sessions, and it is urgent that
Congress enact them this year so that the large Federal savings they would gen-
erate—as well as their many other benefits—can begin to be realized.
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PREPARED STATEMENT OF LINDA COUCH

SENIOR VICE PRESIDENT FOR POLICY AND RESEARCH, NATIONAL LOwW INCOME
HousING COALITION

Augusr 1, 2012

On behalf of the National Low Income Housing Coalition (NLIHC), I would like
to thank Chair Menendez and Ranking Member DeMint for holding this important
hearing. The Nation’s need for the programs under discussion today is growing. We
greatly appreciate your leadership on HUD’s rental assistance programs and your
commitment to the people they are intended to assist.

The National Low Income Housing Coalition (NLIHC) is dedicated solely to
achieving socially just public policy that assures people with the lowest incomes in
the United States have affordable and decent homes.

Our members include nonprofit housing providers, homeless service providers, fair
housing organizations, State and local housing coalitions, public housing agencies,
private developers and property owners, housing researchers, local and State Gov-
ernment agencies, faith-based organizations, residents of public and assisted hous-
ing and their organizations, and concerned citizens. NLIHC does not represent any
sector of the housing industry. Rather, NLIHC works only on behalf of and with low
income people who need safe, decent, and affordable housing, especially those with
the most serious housing problems. NLIHC is funded entirely with private dona-
tions.

Need for Affordable Housing Is Growing

NLIHC analysis of American Community Survey data shows there were 9.8 mil-
lion extremely low income (ELI) (households with incomes less than 30 percent of
area median) renter households in 2010 and only 5.5 million units renting at prices
they could afford, resulting in an absolute gap of 4.3 million units affordable to ELI
households. In 2009, this gap was 3.9 million units. Because higher income house-
holds rent some of the units that ELI households could afford, the gap of affordable
and available units for ELI households in 2010 was 6.8 million;! in 2009, it was
6.4 million.

These numbers are equally stark at the State level. In New Jersey, there is a
shortage of more than 189,000 units affordable and available to ELI households. In
South Carolina, the shortage of affordable and available units for ELI households
is more than 79,000.

HUD’s Office of Multi-Family Housing Programs/Federal Housing Administration
Deputy Assistant Secretary Marie Head testified in the House in June that in-
creased market demand for new rental housing is directly attributable to the fact
that “as many as 3.9 million former homeowners have been displaced by mortgage
distress and are now in the rental market,” and the entrance of “as many as 4.3
million new renter households” into the rental housing market. 2

One result of this influx is that the percentage of renter households paying more
than half of their income on rent and utilities increased across all income groups
between 2009 and 2010, with extremely low income and very low income (VLI)
(households with incomes less than 50 percent of area median) renters most af-
fected. Seventy-six percent of ELI renters and 36 percent of VLI renters had a se-
vere housing cost burden in 2010, compared with 74 percent and 34 percent, respec-
tively, in 2009.3 In New Jersey, households with annual incomes below $26,607 are
considered ELI; in South Carolina, households with incomes below $17,175 are.

In New Jersey, the public housing program serves more than 40,000 families with
an average annual income of $15,746, and the voucher program assists almost
63,000 households, with an average annual income of $15,790. In South Carolina,
the State’s more than 23,000 rental assistance vouchers serve households with an
average annual income of $11,000; the average annual income of the State’s 15,000
public housing households is about $10,400. Without HUD assistance, we can be as-
sured that many of these extremely low income families would be severely cost bur-

INLIHC. Housing Spotlight: The Shrinking Supply of Affordable Housing. February 2012.
http:/ [nlihc.org [library | housingspotlight [ 2-1

2June 7, 2012. House Financial Services Subcommittee on Insurance, Housing, and Commu-
nity Opportunity hearing, “Oversight of Federal Housing Administration’s Multifamily Insur-
ance Programs”. hitp:/ /financialservices.house.gov | Calendar | EventSingle.aspx?EventID=297671

3NLIHC. Housing Spotlight: The Shrinking Supply of Affordable Housing. February 2012.
http:/ [nlihc.org [library | housingspotlight [ 2-1
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dened or, indeed, would join the ranks of the Nation’s homeless population, which
totals more than 630,000 on any given night. 4

As the National Alliance to End Homelessness’ annual “State of Homelessness in
America 2012” pointed out in January of this year, “Homelessness is a lagging indi-
cator, and the effects of the poor economy on the problem are escalating and are
expected to continue to do so over the next few years.”5 It is NLIHC’s hope that
improvements made to HUD’s housing programs by broad authorizing legislation
will result not only in efficiencies that increase the number of households served,
but also in greater Congressional support so that homelessness can be prevented
and ended in the United States.

NLIHC held a summit of voucher stakeholders in 2005, in response to upheaval
in the housing choice voucher program instigated in the spring of 2004 by a flawed
allocation by HUD of otherwise adequate voucher renewal funding. This left many
agencies with insufficient funds and ultimately caused the loss of more than 100,000
vouchers nationwide. Sixty-six people attended, including voucher holders and rep-
resentatives from advocacy groups, public housing agencies and their trade groups,
affordable housing developers, housing finance agencies, HUD, the Office of Man-
agement and Budget, financial institutions and congressional policy and appropria-
tions staff from the House and Senate and both sides of the aisle.

Many of the recommendations made by those at the voucher summit have been
included in various iterations of the Section 8 Voucher Reform Act, the Section 8
Savings Act, and the Affordable Housing and Self-Sufficiency Improvement Act.
These include recommendations regarding income targeting, rent simplification,
portability, inspections, project-based vouchers and enhanced vouchers.

As we did in 2005, we continue to believe there are many reasons for Congress
to enact broad housing reforms. Since 2005, Congress has worked on various
versions of the Section 8 Voucher Reform Act, the Section 8 Savings Act, and the
Affordable Housing and Self-Sufficiency Improvement Act. The HUD programs we
come together to talk about today are critical to meeting the needs presented by
these data. The housing choice voucher, project-based Section 8 and public housing
programs are all deeply income targeted and all provide housing stability even if
individual household incomes fluctuate with changing circumstances.

In the fall of 2011, NLIHC worked with other national organizations to coordinate
a letter, signed by more than 810 local and national organizations, urging the Sen-
ate Committee on Banking, Housing, and Urban Affairs to act expeditiously on
housing reform legislation. “The savings and efficiencies created by this good Gov-
ernment bill are needed as soon as possible,” the letter said. ¢

hWe are encouraged by this hearing and hope legislation can be enacted this year
that:

e Improves the programs from the perspective of assisted households
o Results in savings and efficiencies
e Stabilizes voucher renewal funding

Legislation That Improves the Programs From Perspective of Assisted Households
NLIHC supports several policy changes that would improve the programs:

e Encourage increased earned income while maintaining Brooke

Upon increases in earned income, NLIHC supports reforms so that most families
would not have to recertify their incomes in between annual income certifications.
This would allow families to hold on to 100 percent of their increased earned income
until their next annual income certification. PHAs and owners, under various
versions of the legislation, would base rents on prior year income. Again, this could
encourage increased earned income by residents.

Early versions of housing reform legislation would expand the now-narrow Earned
Income Disregard to all tenants, allowing the first 10 percent of earned income to
be disregarded for purposes of establishing household rents. Unfortunately, and for
cost reasons, that provision has not been in recent versions of the housing reform
bill and the existing, limited Earned Income Disregard for some residents 1s elimi-
nated. NLIHC supports expanding the Earned Income Disregard.

Any housing reform legislation should also revise the frequency of income recer-
tifications for families on fixed incomes. NLIHC supports provisions that would re-

4“State of Homelessness in America 2012”. National Alliance To End Homelessness. Wash-
ington, DC. http:/ /www.endhomelessness.org [ content | article | detail | 4361/

5 Ibid.

6 See, letter and NLIHC press release, “Advocates Urge U.S. Senate To Act Now on Voucher
Reform Legislation”. September 21, 2011. http:/ /nlihc.org/press/releases/9-21-11
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quire families on fixed incomes to recertify their incomes once every 3 years, instead
of annually as is now the case. This could lead to less paperwork for fixed income
households, and administrative savings for PHAs and owners.

Critically, these simplifications to the rent-setting process can be enacted without
jeopardizing the Brooke Amendment, named after former United States Senator Ed-
ward Brooke (R-MA). The Brooke Amendment caps tenant rents at a percentage of
adjusted income, today 30 percent, while continuously connecting each household’s
rent to its own income. This ensures affordability and housing stability for each
household. If we cannot rely on every household’s rent being affordable, then there
is little value in any housing assistance program.

e Payment standard for people with disabilities

To reduce administrative tasks as well as improve the effectiveness of the voucher
program for people with disabilities, NLIHC supports provisions giving PHAs the
authority to increase the payment standard to 120 percent without having to seek
HUD approval as a reasonable accommodation to persons with disabilities.

e Expanding affordable rental stock by improving project-basing of vouchers

NLIHC supports provisions that have been in most versions of housing reform leg-
islation that would improve how vouchers could be project-based into properties, al-
lowing otherwise unaffordable units to meet the affordable housing needs of the low-
est income households.

There are several provisions to improve the project-basing of vouchers, all of
which NLIHC supports including in any housing reform bill:

1. Changing the limitation on vouchers that can be project-based from 20 percent
of an agency’s voucher funding to 20 percent of an agency’s authorized vouch-
ers.

2. Allowing a PHA to use an additional 5 percent of authorized vouchers to serve
persons with disabilities, elderly households or homeless populations or be
used in areas where vouchers are hard to use.

3. Increasing the number of units a PHA can provide with project-based voucher
assistance in smaller properties.

4. Increasing the maximum contract term for project-based vouchers from 15 to
20 years.

Improvement to the project-basing of vouchers can help programs like the Low In-
come Housing Tax Credit (LIHTC) serve more extremely low income households in
an affordable way. Without additional subsidies, often in the form of a Housing
Choice Voucher, Low Income Housing Tax Credit units are simply not affordable to
extremely poor households. Vouchers, and project-based vouchers, ensure stable
housing as a family’s income fluctuates. Doubling up Federal subsidies in LIHTC
units by adding a voucher makes these units affordable for the households with the
greatest housing needs in the United States. Without additional subsidy, the Na-
tion’s largest subsidized affordable housing program is simply not affordable or via-
ble for ELI households.

Recent research 7 from data collected per the Housing and Economic Recovery Act
of 2008 reveals that there are indeed ELI households served by the LIHTC program,
about 43 percent of units assisting such households.

It appears, however, based on data provided by the same report, that without
rental assistance these extremely poor households are paying more than half their
incomes for their housing costs, thus meeting HUD’s definition of households with
“severe housing cost burden.” The data presented by the report show that 31 per-
cent of ELI renters in LIHTC units receive no rental assistance, Housing Choice
Vouchers or otherwise. The report also presents data that fully 30.6 percent of ELI
households in LIHTC units are severely cost burdened, paying more than half of
their income for rent in these units. Voucher assistance attached to these units
through the project-basing of vouchers, or provided to these tenants directly with
Eoildsing choice vouchers, brings housing affordability and stability to these house-

olds.

e Other provisions to improve the programs from the perspective of assisted
households

70O’Regan, Katherine O. (NYU Wagner Graduate School and Furman Center) and Keren Horn
(University of Massachusetts, Boston). What Can We Learn About the Low Income Housing Tax
Credit Program by Looking at the Tenants? July 1, 2012. http:/ /nlihc.org/sites/default/files/
LIHTC Tenant Report 2012.pdf
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NLIHC also supports including provisions from past housing reform bills that
would direct HUD to develop new portability regulations that minimize billing and
administrative barriers to portability, provide public housing agencies and HUD
with tools to address excessive rent burdens as well as concentrations of vouchers
in higher-poverty areas by adjusting payment standards, and allow vouchers to pay
for home payment (since the Quality Housing and Work Responsibility Act, vouch-
ers only pay for rental of land). All of these provisions will improve people’s access
to their communities of choice.

Legislation That Results in Savings and Efficiencies
e Overall savings

Any version of housing reform legislation saves Federal resources, ranging from
around $700 million to $1 billion over 5 years. These are tremendous savings, the
vast majority of which are uncontroversial.

o Definition for deep income targeting

A major source savings from any housing reform bill would be a change to how
targeting of assistance to extremely low income households could be carried out.
Today, these large HUD programs must target a certain percent of new housing as-
sistance each year to extremely low income households. NLIHC supports reforms
that would expand this deep income targeting category to be the greater of house-
holds with incomes below 30 percent of area median income (extremely low income)
or the Federal poverty line. This will help target assistance to very poor households
in rural areas, where incomes overall are low.

¢ Rent simplifications

In addition to the rent simplification provision discussed above, requiring fixed in-
come households to recertify incomes every 3 years instead of annually, housing re-
form legislation can do much to simplify the rent setting process. NLIHC also sup-
ports the ability of PHAs and owners to rely on other Federal means-tested assist-
ance programs, including the Supplemental Nutrition Assistance Program, to verify
tenant income.

Simplifying the deduction of medical and related expenses has long been a goal
of housing reform legislation. Raising the percent of income that must be exceeded
before unreimbursed medical or related expenses are deducted from income is one
way that versions of housing reform legislation have simplified the complicated
rent-setting process. As the House and Senate have always supported, any such in-
crease in the threshold for deducting expenses must be coupled with an increase in
the standard deduction for elderly families and families with disabilities. Hardship
provisions to protect households with outlier medical expenses are also good policy.

o Create efficiencies; do not weaken accountability

NLIHC is interested in balancing efforts to create efficiencies with retaining the
programs’ accountability, both to local communities and to Congress and HUD.
While efficiencies can bring savings through reduced program costs, we urge caution
when considering exempting agencies from standards HUD and Congress use today
to measure public housing agency performance. Even exempting the smallest agen-
cies, as some housing authority groups support, from many Section 8 Management
Assessment Program indicators would remove accountability on key indicators like
accuracy of payment standard calculations, use of all available vouchers and expan-
sion of housing choice from agencies that administer a tenth of the Nation’s vouch-
ers. Congress’s understanding of how the voucher program, under such cir-
cumstances, was actually meeting the Nation’s housing needs would be incomplete
if such reforms were enacted. NLIHC believes that such changes would put rental
assistance programs at risk of reduced funding in the future as Congress’s under-
standing of their use and impact fade.

Legislation That Stabilizes Voucher Renewal Funding
e Voucher Renewal Funding

The need for clear direction to HUD on the allocation of voucher renewal funding
was a primary reason for the development of this legislation several years ago. The
viability and credibility of the voucher program is rooted in a stable, sufficient and
reliable voucher renewal funding policy. NLIHC supports authorizing language
whereby the annual appropriation of each agency administering vouchers is based
on actual leasing and cost data from the last calendar year, with various adjust-
ments, including for tenant-protection, project-based and ported vouchers. NLIHC
also supports policies that would support agencies’ over-leasing of vouchers.
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NLIHC supports offset and reallocation policies that will bring additional stability
to the program. Offset policies in previous versions of housing reform legislation,
supported by NLIHC, would allow HUD to offset a PHA’s voucher allocation by the
amount its reserves exceeded 6 percent. The HUD Secretary would then be author-
ized to use these offsets for a variety of purposes, including for increased costs due
to portability, significant increases in voucher renewal costs resulting from unfore-
seen circumstances and reallocating to PHAs to avoid or reduce any pro-rations of
renewal funding.

NLIHC also supports an advance mechanism to PHAs that could act as a safe-
guard for agencies that experience a temporary shortfall in funds. NLIHC supports
provisions that allow a PHA to request, during the last quarter of the calendar year,
up to 2 percent of its allocation to pay for additional voucher costs, including costs
related to temporary over leasing. NLIHC believes that this will give some PHAs
the assurance they need to increase their voucher utilization rates. These advances
would have to be repaid and could not occur in 2 consecutive years.

Minimum Rents

NLIHC does not believe that increasing minimum rents is needed to create a ro-
bust housing reform bill. The latest House draft bill is an improvement over earlier
versions, especially because it would greatly improve hardship exemptions from
minimum rents for households and because it offers housing agencies and owners
the ability to have minimum rents lower than the bill's $69.45 a month for good
cause.

The House’s latest proposal impacts households with incomes of less than $2,800
a year. While it may seem hard to imagine that there are households with incomes
so low, the reality is that these households exist and the programs keeping them
off the street, out of the back seats of cars at night and out of shelters, are HUD’s
voucher, public housing and project-based Section 8 programs. NLIHC supports the
House draft bill’s improvements to hardship exemptions. We continue to oppose any
increase in minimum rents, which by definition only impact the lowest income
households.

NLIHC was shocked and disappointed that the Administration requested in-
creased minimum rents in its FY13 budget request, which it said could generate
$150 million in revenue. “The Budget Control Act created spending limits that are
so unworkable that the Federal Government is reduced to picking the pockets of the
poorest of the poor. It is Scrooge-like,” NLIHC’s President and CEO Sheila Crowley
said in a press release on February 13.8

Bigger Reforms in the Future

NLIHC also supports additional policy proposals to improve the voucher program.
We are very pleased that HUD is moving forward with its Small Area Fair Market
Rent (SAFMR) demonstration. The SAFMR demonstration project will determine
FMRs at the ZIP code level, so payment standards will more closely reflect local
market conditions and rents by neighborhood. As noted in a 2012 NLIHC paper, Af-
fordable Housing Dilemma: the Preservation vs. Mobility Debate, “Going to small
area FMRs would cause ‘such a redistribution of poor people over time in metro
areas, because there’s so many rental units that would be accessible all of a sudden
that aren’t accessible now.””? HUD will conduct an evaluation of the demonstration
program to determine if using SAFMRs will increase neighborhood choice for pro-
gram participants and increase program efficiency overall. NLIHC is eager to see
HUD’s evaluation of the SAFMR demonstration. We are confident that the results
will show that the use of SAFMRs should be adopted nationwide.

Another potential bright spot in the Nation’s ability to simplify the administration
of vouchers is to encourage PHAs to join forces and regionalize voucher administra-
tion. Regionalizing voucher administration, as has been done in several communities
across the country, will result in greater housing choice for tenants and greater pro-
gram efficiencies for administrators. Voucher holders in the metropolitan Wash-
ington, DC, area, for example, are restricted from moving freely within our housing
market because of PHA geographic boundaries. What makes the most sense is for
the jurisdiction of the voucher administrator to match the jurisdiction of the overall
housing market. The voucher program does not naturally do that today, but it
should in the future.

8NLIHC. Press release: “President’s Budget Request Creates Grim Outlook for Low Income
Housing”, February 13, 2012. http:/ /nlihc.org [ press/releases/2-13-12

9INLIHC. Affordable Housing Dilemma: the Preservation vs. Mobility Debate. May 2012.
http:/ | nlihc.org /library | other | periodic | dilemma
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NLIHC also supports creating Federal source of income laws, which would basi-
cally prohibit a landlord or property manager from denying housing to a prospective
tenant because of precisely how they would pay their rents, or the source of their
income. According to the Poverty & Race Research Action Council (PRRAC), 13
States and dozens of cities have some version of source of income protections. 1° Fed-
eral source of income protections could expand the properties and communities
where voucher holders can chose to live. According to an analysis of research on dis-
crimination in the voucher program in this same report, PRRAC notes that discrimi-
nation against voucher holders contributes to peoples’ inability to use rental assist-
ance vouchers in their neighborhoods of choice.

A real breakthrough would be to make assistance from the housing choice voucher
program an entitlement to those households eligible for it, or at least for certain
populations. Today, the only housing entitlement programs are for homeowners, and
the vast majority of those resources assist high income households. Moving the
voucher program into the world of entitlements, at least for certain populations,
would demonstrate real commitment by Congress that everyone has a right to safe,
decent, and affordable housing.

Moving to Work

No discussion of housing reform legislation would be complete without consider-
ation of the Moving to Work (MTW) demonstration program. The demonstration, au-
thorized in 1996, has been an exercise in broad regulatory and statutory flexibility
for a few dozen housing agencies and in growing frustration for groups like NLIHC,
which seek to advance housing solutions for the lowest income people. The frustra-
tion comes from the inability of NLIHC, or any other entity, to know what the im-
pacts of these broad statutory and regulatory flexibilities have been on the current
and future low income residents of these housing authorities, and on the physical
and financial health of these housing authorities. Yet, housing agencies continue to
seek participation in the MTW program, hopeful that participation will bring salva-
tion from years of chronic underfunding in the public housing operating and capital
funds and voucher administrative fees.

NLIHC joined several national organizations and HUD early this year to see
whether a compromise could be reached on MTW, a compromise acceptable enough
to all that broader housing reform legislation could move forward. This “stake-
holder” group did eventually turn months of hard decisions and compromises into
an agreement on MTW expansion, which was included in the April 13 version of
the House’s draft Affordable Housing and Self Sufficiency Improvement Act.

The stakeholder agreement on MTW would allow up to 500,000 units adminis-
tered by high-capacity PHAs to be included in a “basic” MTW program. Units in
basic MTW would have the flexibility to streamline administrative procedures. Up
to 25 agencies could also participate in an “enhanced” MTW program, which would
have the ability to implement harmful policies, like rent reform, work requirements
and time limits only if doing so is part of rigorous evaluation protocols. For all, in-
come targeting, resident rights and housing affordability would be protected to a sig-
nificantly greater extent than in the current demonstration sites.

While NLIHC has agreed to this carefully crafted version of MTW expansion, his-
tory shows that MTW expansion has resulted in the stalling of housing reform legis-
lation for years. NLIHC would strongly support moving forward with voucher re-
form legislation without an MTW title. MTW legislation could be considered sepa-
rately, while the significant savings and efficiencies of a broader housing reform bill
could be taken advantage of now.

Some versions of housing reform legislation, including the most recent House
draft, have included other demonstrations as well (i.e., a rent policy demonstration
and an economic security demonstration). HUD is already conducting a rent policy
demonstration and should not need additional authority to complete this work. The
goals of the economic security demonstration, and its cost of $25 million, could be
brought into whatever form the MTW demonstration eventually takes, taking on all
the protections for current and future residents, evaluation components, and size
and duration limitations of MTW that would be necessary to test hypotheses while
protecting people and assets. NLIHC opposes these additional, standalone dem-
onstrations.

10Poverty & Race Research Action Council. Keeping the Promise: Preserving and Enhancing
Housing Mobility in the Section 8 Housing Choice Voucher Program. March 2011. http://
prrac.org/ pdf/AppendixB-Feb2010.pdf
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National Housing Trust Fund

While enactment of housing reform legislation would generate hundreds of mil-
lions in savings in the near future, NLIHC also encourages Members of this Sub-
committee to support capitalization of a National Housing Trust Fund, which Con-
gress authorized in 2008. The National Housing Trust Fund, coupled with the sta-
bilization of HUD’s rental assistance programs by housing reform legislation, could
end homelessness in the United States. Each State has a shortage of affordable and
available units for ELI households. Housing reform legislation could stabilize exist-
ing programs and give Congress the assurance that these highly efficient programs
deserve more Federal resources. But, we also need to dramatically increase the ac-
tual number of units affordable to ELI households. The National Housing Trust
Fund is the mechanism to accomplish this. NLIHC looks forward to working with
the Senate on ways to capitalize the NHTF.

Thank you for considering our testimony.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHUMER
FROM KEITH KINARD

Q.1. Improvements to the Project-Base Voucher Program:

The Project-Based Voucher program is a unique tool that a PHA
can use to help create or redevelop affordable housing. A PHA that
operates a PBV program can use it to facilitate the redevelopment
of existing assisted housing or use to create mixed-income housing
in areas that are being targeted for community redevelopment. The
Affordable Housing and Self Sufficiency Improvement Act, cur-
rently pending in the House Financial Services Committee makes
changes to the program that would enable a PHA to use the PBV
program to target vulnerable populations, provide 100 percent as-
sistance to small properties and provide additional assistance to
properties located in high-cost markets.

Do you support the changes the Affordable Housing and Self Suf-
ficiency Act makes the project-based voucher program? How will
these changes help you better serve low-income families in your
community?

A.1. Yes, CLPHA supports the changes that the Affordable Housing
and Self Sufficiency Act (AHSSIA) would make to the project-based
voucher program. The project-based voucher program is an impor-
tant tool in the redevelopment and the rehabilitation of our Na-
tion’s public housing stock and the changes that AHHSIA makes
to the program will allow more housing authorities to utilize this
tool. Changing the percentage limitation so that it is based on au-
thorized units, rather than funding levels, makes that limitation
less of a moving target because it will be based on a more predict-
able measure and will facilitate housing authorities’ maximizing
project-basing authority. Raising the percentage limitation by 5
percent for projects that house families with veterans or that pro-
vide supportive housing to persons with disabilities or elderly per-
sons will better enable and encourage housing authorities to target
those vulnerable populations in their plans for project-basing. In-
creasing limits on both the percentage limitation and income mix-
ing requirements in areas where vouchers are difficult to use will
enable housing authorities to respond to their local market condi-
tions more easily. Allowing site-based waiting lists will streamline
administrative procedures considerably. AHHSIA’s changes to the
project-based voucher program will increase the supply of deeply
subsidized hard units in communities that truly need them and
{nake more affordable housing units available to vulnerable popu-
ations.

Another change to the project-based voucher program that
CLPHA believes should be included in AHSSIA would be to allow
housing authorities to attach project-based vouchers to housing au-
thority-owned structures without following a competitive process.
This would remove a step from the project-basing process that con-
sumes a great deal of time without adding value. Additionally,
CLPHA notes that in a previous iteration of the Section 8 reform
bill, the project-based voucher percentage limitation was raised to
25 percent across the board, with an additional 5 percent targeted
to vulnerable households on top of that raised threshold. CLPHA
would prefer that any subsequent Section 8 reform bill return to
that arrangement.
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Newark has already benefited from the project-based voucher
program, and any changes enacted that make the project-based
voucher program more accessible to housing authorities will benefit
low-income communities. Newark currently supports a 200-unit
building for the elderly and individuals with disabilities through
the project-based voucher program; the development receives 100
percent of its assistance through project-based vouchers. Without
the funding flexibility that the project-based voucher program pro-
vides, Newark would not have been able to address the extensive
capital needs of the building or to upgrade the general amenities
available to residents. The development is now thriving and is a
place that makes residents and Newark proud. Despite this suc-
cess, Newark still hits administrative roadblocks in the current
project-based voucher program when trying to structure redevelop-
ment deals. For the past 4 years, Newark has been in the process
of converting a 220-unit building for the elderly and individuals
with disabilities to a Section Eight Project Based facility. We are
still only 70 percent of the way through the conversion due to the
administrative procedures of the program, in which Newark was
required to competitively procure and ultimately award the project-
based vouchers to ourselves. The provisions in AHHSIA relating to
the project-based voucher program will not only bring welcome ad-
ministrative relief, but the revitalization of public housing for the
benefit of low-income communities.

Q.2. Exempting public housing redevelopment from counting
against a PHA'’s project-base voucher funding limitation:

The PBV program limits a PHA from project-basing more than
20 percent of its voucher funding. Many PHAs around the country
have been using the PBV program as a tool to redevelop and reha-
bilitate its public housing stock. Recently, HUD has embraced this
principle by allowing a PHA to convert its public housing assist-
ance to a 15 year PBV contract through the Rental Assistance
Demonstration program. Unfortunately, for many PHA’s unable to
utilize the RAD program, the 20 percent limitation may still be a
barrier for them to redevelop their own public housing stock. A
simple solution would be to exempt public housing revitalization
that a PHA undertakes from the 20 percent voucher-funding cap.
This would then allow a PHA to continue to reposition its public
housing stock and also continue to use the program in a manner
that best serves the low-income households in the surrounding
community.

Would you support a change to the project-base voucher program
that would provide an exception to the 20 percent voucher funds
limitation for PHAs that use the PBVs to redevelop its own public
housing stock? Are there are other limitations or changes you
would make to the RAD program that would make it easier for a
PHA to redevelop public housing in a manner that protects the
Federal investment and provides safe, decent housing for low-in-
come households?

A.2. Yes, CLPHA supports a change to the project-base voucher
program that would provide an exception to the 20 percent voucher
limitation for all housing authorities that use the project-based
vouchers to redevelop its own public housing stock. Project-based
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vouchers have become an essential tool for housing authorities’ ef-
forts to meet their local community needs, especially for vulnerable
populations that require supportive services. The lifting of the 20
percent cap will allow housing authorities—particularly those un-
able to participate in the Rental Demonstration Program (RAD)—
the ability to preserve hard units for extremely vulnerable popu-
lations who might not be able to find a place to live in the private
rental market.

Housing authorities that are able to participate in the RAD pro-
gram will be better able to serve their communities because RAD
incorporates a 20 percent cap exception and increases the percent-
age of vouchers that may be project-based in a single project. How-
ever, it would be easier for housing authorities to redevelop public
housing under RAD if a greater percentage of vouchers could be
project-based in a single project. This change would allow housing
authorities to leverage their project-based vouchers more effectively
in redevelopment deals, which would preserve and redevelop more
units of public housing, and thus ultimately benefit low-income
households that may not otherwise have access to affordable hous-
ing that is both safe and decent.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHUMER
FROM DIANNE HOVDESTAD

Q.1. Improvements to the Project-Base Voucher Program:

The Project-Based Voucher program is a unique tool that a PHA
can use to help create or redevelop affordable housing. A PHA that
operates a PBV program can use it to facilitate the redevelopment
of existing assisted housing or use to create mixed-income housing
in areas that are being targeted for community redevelopment. The
Affordable Housing and Self Sufficiency Improvement Act, cur-
rently pending in the House Financial Services, makes changes to
the program that would enable a PHA to use the PBV populations,
provide 100 percent assistance to small properties and provide ad-
ditional assistance to properties located in high-cost markets.

Do you support the changes the Affordable Housing and Self-Suf-
ficiency Act makes to the project-based voucher program? How will
these changes help you better serve low-income families in your
community?

A.1. Yes, we support the changes the “Affordable Housing and Self-
Sufficiency Improvement Act” (AHSSIA) makes to the project-based
voucher program. Listed below is a summary of our position on the
PBYV provisions in the current draft of AHSSIA, as well as addi-
tional PBV legislative reforms we support in the December 1, 2010,
version of the “Section Eight Voucher Reform Act” (SEVRA) as well
as regulatory reforms stemming from enactment of the “Housing
and Economic Recovery Act of 2008” (HERA).

The Sioux Falls Housing & Redevelopment Commission (SFHRC)
has not, yet, exercised the option of project-basing a portion of its
Section 8 Housing Choice Vouchers. The decision not to project-
base Section 8 Vouchers is based several factors: First, SFHRC’s
waiting list is long—approximately 3.5 years from the time an ap-
plication is received in SFHRC’s office until funding is available
under the Voucher program with currently over 3,700 households



90

on its waiting list. Most applicants want the option of locating a
dwelling unit that meets their unique circumstances. The majority
of voucher holders in Sioux Falls have been successful in locating
units that meet their needs and HUD’s criteria for approving a
dwelling unit to be placed under a Section 8 Housing Assistance
Payments Contract. It hasn’t been necessary for SFHRC to project-
base its vouchers in order to for a voucher holder to utilize their
voucher.

Also, since SFHRC’s waiting list is so long and most vouchers are
utilized in a timely manner SFHRC cannot justify taking the
vouchers “off-line” and holding them through turnover/attrition
until a project was ready to be occupied. This would be denying
rental assistance to a family that desperately needs it. While
HUD’s voucher HAP renewal formula does account for vouchers
committed to a PBV development under an “Agreement to Enter
Into a Housing Assistance Payments Contract”, the Department’s
existing Section Eight Management Assessment Program (SEMAP)
currently does not take this into account. As a result, Public Hous-
ing Authorities (PHA) that engage in the PBV program that have
to take tenant-based vouchers “off-line” are penalized in their
SEMAP scores.

Second, the unpredictability of annul housing assistance dollars
makes it difficult to determine the number of vouchers that can be
project-based. Currently, PHAs are allowed to project-base up to 20
percent of its tenant-based funding. It is difficult to strategically
plan for project-basing vouchers when the pro-ration and the for-
mula for determining renewal housing assistance payments dollars
changes each year, depending on the language in the appropria-
tions bill. In addition, the timeliness of HUD’s notices of annual
budget authority makes planning extremely challenging. For exam-
ple, for calendar year 2008 SFHRC was not notified of its annual
budget authority until March 14, 2008. The pro-ration was 101.453
percent; however, the formula included an offset for both Useable
and Unusable Net Restricted Assets (NRA) which decreased avail-
able funding.

In 2009 SFHRC received notice of its annual budget authority for
that calendar year on May 5, 2009. The pro-ration was .991 per-
cent, again the formula included offsets of Usable and Unusable
NRA.

On February 12, 2010, SFHRC was notified of its annual budget
authority for calendar year 2010. The pro-ration was .995 percent,
with no offset.

For calendar year 2011 SFHRC received notice of its annual
budget authority on June 14, 2011. The pro-ration was 98.81 per-
cent, with no offset. For the first time HUD included an allowance
for Family Self-Sufficiency escrow deposits in the formula used for
calculating housing assistance payments renewal dollars, which in-
creased the dollars for housing assistance payments. Regrettably,
this is no longer HUD’s practice.

On March 1, 2012, SFHRC was notified of its annual budget au-
thority for calendar year 2012. The pro-ration was .996 and an off-
set was included in the formula.

Although the 2.64 percent difference in pro-ration during these
5 years doesn’t, on its face, appear to be much, it does impact the
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number of households that can be served and, consequently if there
would be monies available for the project-based vouchers. It is dif-
ficult for SFHRC to estimate the amount of annual renewal dollars
it will receive as some years there are offsets, some years not.

AHSSIA: Percentage of PAH’s ACC Units for Project-Basing Vouch-
ers

Modifying existing laws, as proposed in AHSSIA, so that the
project-based voucher program limitation is based on authorized
units, instead of tenant-based funding levels, will be much simpler
for PHAs and HUD to determine and track.

AHSSIA: Percent of Units That Can Have Project-Based Assistance
in a PHA’s Voucher Portfolio

AHSSIA modifies the current limitation on project-basing up to
25 percent of the units in a project to the greater of 25 percent of
the units in a project or 25 units. In areas where vouchers are dif-
ficult to use; in census tracts where the poverty rate is 20 percent
or less; to serve individuals and families that fall under the McKin-
ney homeless definition; that house families with veterans or pro-
vide supportive housing to persons with disabilities AHSSIA would
allow the PHA to project-base 25 units or 40 percent of the units
in the project. Current regulations require a cumbersome process
to determine which project should receive project-based vouchers.
Multifamily projects in Sioux Falls tend be 50 units or less. Under
existing law, in projects with 50 units, the maximum number of
vouchers that could be project-based is 12. The amount of work it
would take to project-base the 12 vouchers is not cost effective. If
the limitation is increased to greater of 25 percent or 25 units, or
40 percent of baseline units in areas described above it may become
cost effective to go through the process for project-basing vouchers
in certain instances.

Previous versions of this bill defined areas where tenant-based
vouchers are difficult to use under HUD’s existing definition of
“success rate payment standard”, as PHAs that: (1) established its
payment standards at 110 percent of the 40th percentile FMR for
a period of at least 6 months; and (2) established a policy of grant-
ing automatic extensions of voucher terms to at least 90 days; but
(8) notwithstanding these actions, the PHA still has less than 75
percent voucher holder success rate in finding and leasing units.
This definition of a tight housing market, where tenant-based
vouchers are difficult to use, already has existing regulations and
implementation for PBV program stakeholders. Creating an open-
ended definition subject to formulation by HUD is unnecessary and
given the Department’s slow track record for implementing regula-
tions would be imprudent. We recommend restoration of the above
definition of units located in areas where tenant-based vouchers
are difficult to use.

We also recommend exempting Public Housing assisted house-
holds in a development that is converted to Section 8 Project-based
Voucher assistance from the percentage of their voucher portfolio
that they can project-base. In addition, we recommend that PHAs
with existing PBV contracts from conversions of Public Housing are
“grandfathered.”
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Increasing the number of project-based vouchers would benefit
the pro forma used to determine if a project is financially feasible.
It may mean the difference between a project going forward or not.

AHSSIA: Income-Mixing Requirement

The simplification of PBV program income mixing requirements
in AHSSIA for project-based developments by allowing PHAs to at-
tach 100 percent of the dwelling units that serve elderly popu-
lations, persons that require supportive services and for projects
that have 25 units or less would make the program easier to ad-
minister.

Downward HAP Pro-rations

Under AHSSIA, an initial Housing Assistance Payments Con-
tract between a PHA and the owner of a project may be up to 20
years (compared with 15 years under current law), subject to avail-
ability of sufficient appropriated funds for the purpose of renewing
expiring PBV contracts for assistance payments, as provided in ap-
propriation Acts and in the PHAS’ Annual Contributions Contract
(ACC) with HUD. In the event of insufficient appropriated HAP
funds, payments due under PBV contracts must take priority if
other cost-saving measures that do not require the termination of
an existing contract are available to the PHA. Currently, if PHAS’
receive downward pro-rations in HAP funds for their tenant-based
voucher programs, one of the measures available to PHAs to help
prevent them from having to terminate HAP Contracts and Lease
Agreements on behalf of existing voucher-assisted households, is to
lower their voucher payment standards for newly admitted house-
holds upon turnover and for households relocating from one unit to
another with the benefit of voucher assistance. In those instances,
participants in the tenant-based voucher program pay between 30—
40 percent of their income towards rent and utilities. Even though
the PVB program is a subset of the tenant-based voucher program,
all PBV-assisted households must pay no more than 30 percent of
their income towards rent and utilities. In other words, when there
is a downward pro-ration in HAP, tenant-based voucher households
described above, bear the full brunt of downward pro-rations.

We understand and appreciate how important it is that PBV
Contracts receive 100 percent HAP pro-rations, even if the level of
HAP appropriated funds results in a downward pro-ration below
100 percent. However, PHAs that utilize a greater percentage of
their portfolios to PBV assistance will be disproportionately
harmed in their tenant-based voucher programs as a result of this
provision in AHSSIA. In addition to the language in the bill,
NAHRO recommends that PHAs also be provided the authority to
help make up for downward pro-rations in HAP funds overall, to
also opt to raise PBV-assisted households Total Tenant Payment
(TIP) from 30 percent of their monthly adjusted income to between
30—40 percent of their monthly adjusted income like the tenant-
based voucher program. Clearly this is a measure that would only
be implemented under downward pro-rated HAP funds, as a way
for all PHAS’ program participants to share the burden of such ac-
tion. Absent this change, PHAs that may have considered utilizing
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and/or increasing the percentage of their units under the PBV pro-
gram would face significant financial disincentives in doing so.

Additional PBV Program Legislative Reforms

Listed below is a summary of our position on additional PBV leg-
islative reforms we supported in the December 1, 2010, version of
the Section Eight Voucher Reform Act (SEVRA).

Site-Based Waiting Lists

A provision to permit owner-managed, site-based waiting lists,
subject to PHA oversight and responsibility, and further subject to
the protection of tenants displaced by rehabilitation.

Absolute Preference To Prevent Displacement of Existing Eligible
Residents

Any family who resides in a dwelling unit proposed to be assisted
under the PBV program or in a unit to be replaced by a proposed
unit to be assisted under the program, is required to be given an
absolute preference for selection for placement in the proposed
unit, if the family is otherwise eligible for assistance.

Vouchers Project-Based in PHA Owned Public Housing Properties

A provision to permit PHAs to attach project-based vouchers to
a PHA-owned Public Housing project or site without undergoing a
competitive process. However, PHAs would have to reflect the
project-based initiative in their “PHA Plan” and the units could not
receive Public Housing funding. This process would not change eli-
gibility rules under which PHA can project base their own units.
PHASs would be responsible for any expenses such as Housing Qual-
ity Standards (HQS) inspections and rent reasonableness deter-
minations.

HAP Contract Term

A provision that would allow the housing assistance payments
contract between the owner of the project and the PHA to be 20
years.

Lease and Tenancy Provisions

A provision clarifying that lease and tenancy provision per-
taining to Section 8 vouchers shall apply to project-basing of vouch-
ers, except for requirements concerning the minimum lease term.

Enhanced Vouchers

A provision allowing enhanced vouchers at mortgage maturity for
properties for enhanced vouchers on prepayment.
Transfer of Vouchers and Budget Authority

A provision to allow PHAs to transfer a portion of its vouchers
and corresponding budget authority to other PHAs to be used to
provide project-based assistance. The bill states that “HUD shall
encourage such agreements and promptly execute the necessary
and contract modifications.
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Rents in Units Assisted by Housing Trust Fund

A provision to allow lower rents for vouchers in units assisted by
a Housing Trust Fund, but only with the mutual agreement of the
PHA and owner.

Additional PBV Program Regulatory Reforms

Attached for your review and consideration please find NAHRO’s
comments, on behalf of its members, regarding HUD’s proposed
rule titled: “The Housing and Economic Recovery Act of 2008
(HERA): Changes to the Section 8 Project-Based Voucher Pro-
grams” (Docket No. FR-5242P-01).

Conclusion

Mr. Chairman, as this Subcommittee seeks to advance a bill that
not only makes sense substantively but politically, we urge you to
consider and ultimately adopt a bill that hews closely to the De-
cember 1, 2010, version of SEVRA and reflects some of the more
thoughtful and constructive provisions in AHSSI that we identified
today. We see no reason, given the measure of support that the De-
cember 1, 2010, version of SEVRA had and the AHSSIA bill for the
most part now has, to either radically depart from language con-
tained in these constructive approaches to reform—or worse to
start from scratch. The time for discussion has passed; the time to
act is now! With specific respect to AHSSIA, we are very pleased
to see that your House colleagues made significant progress on a
number of issues important to NAHRO, including to the HQS sec-
tion, and also retained important language regarding the establish-
ment of administrative fee rates by Congress. Certainly there is
more that this Subcommittee can do to improve both bills as we
have noted but, after almost 10 long years of fits and starts, there
is no reason to undermine largely viable products that have many
if not most program stakeholders on board.

On behalf of my colleagues at NAHRO, thank you again for the
opportunity to come before you and express our opinions regarding
this vitally important legislation. We look forward to working with
you.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHUMER
FROM WILL FISCHER

Q.1. Allowing tenant protection vouchers to be project-based in
order to preserve affordable housing.

Currently, HUD allows some tenant protection vouchers that are
issued to be project-based in order to help preserve affordable hous-
ing and reduce tenant displacement. More specifically, HUD allows
tenant protection vouchers (TPVs) to be project-based in the “or-
phan properties,” that have no option for rental assistance contract
renewals and no option for long-term affordability. By allowing
owners to project-base these vouchers, they can then leverage the
rental assistance contracts to recapitalize the property. Further, it
helps protect households that are currently residing in the property
from being displaced and forced to relocate.

With the appropriate safeguards in place, including tenant con-

sultation and notification, do you believe that making all tenant
protection vouchers eligible for project-basing is an important tool
that will help preserve affordable housing? What are some other
options to preserve affordable housing for low-income households
that are facing possible displacement and rent increases due to af-
fordability restrictions expiring or owners opting out of HUD’s pro-
grams?
A.1. We agree that project-based vouchers are an important preser-
vation tool to retain affordable units in a property for the long
term. However, project-basing usually is not necessary to prevent
displacement of current tenants. The large majority of tenant pro-
tection vouchers issued when privately owned properties opt out of
Federal assistance are “enhanced vouchers” provided under the au-
thority of section 8(t) of the U.S. Housing Act, which leaves the
choice of whether to remain in the property to the tenant. Tenants
with enhanced vouchers could be protected from displacement
through enforcement of requirements in existing law for owners to
accept the vouchers.

Because of the language of section 8(t), HUD has determined it
does not have the authority to allow enhanced vouchers to be
project based, prospectively or retroactively. Congress would have
to enact new authority to make such project-basing possible. Sec-
tion 202(b) of the April 13, 2012, House draft of the Affordable
Housing and Self-Sufficiency Improvement Act (AHSSIA) would
provide this authority.

Congress should enact this provision, but it should modestly
alter the language to cover all situations eligible for enhanced
vouchers (including prepayments in addition to cessation of rental
assistance), require tenant notification and consultation, and re-
quire that HUD provide advance notice of the standards it will
apply for waivers of the requirement in 8(0)(13)(C) that project-bas-
ing be consistent with the PHA plan and the goal of
deconcentrating poverty.

Congress also should drop the language in Section 202(b) author-
izing HUD to waive the limits in 8(0)(13)(B) and (D) on the per-
centage of units in a project that can have PBV assistance and the
share of an agency’s voucher funds that can be project based. As
is discussed further in the answer to the next question, HUD
should instead exempt all PBVs used to preserve federally assisted
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housing from these limits but establish a new cap of 50 percent on
the share of an agency’s voucher program that can be project based
for any reason.

In addition, enactment of the improvements to the PBV program
included in Section 106 of AHSSIA would make project-based
vouchers more attractive to owners and effective as a preservation
tool. For example, these changes would increase the maximum
length of project-based voucher contracts from 15 years to 20 years,
require public housing agencies to prioritize making payments due
under PBV contracts in the event of insufficient appropriations, fa-
cilitate the maintenance of site-based waiting lists that comply
with fair housing requirements, set the limit on the share of a
PHA'’s voucher program that can be project based at 20 percent of
the PHA’s authorized vouchers rather than 20 percent of its fund-
ing (making the limit more predictable and expanding project-bas-
ing capacity at most agencies), and allow PHAs to project base an
additional 5 percent of vouchers for specified purposes.

Regarding other options, we have two suggestions:

1. Congress could authorize HUD to provide tenant protection
vouchers for tenants residing in HUD-assisted properties with
maturing mortgages or expiring use restrictions if sufficient
appropriated funds are available for this purpose after ad-
dressing the needs of tenants in other properties, public or
private, already eligible for tenant protection vouchers.
(Prioritizing already authorized uses of tenant protection
vouchers is important, because if funds are insufficient fami-
lies that have been receiving rental assistance under other
programs may be displaced and unable to afford other hous-
ing.)

2. Congress could direct HUD to create a preservation exchange
program that will identify properties that are at-risk of opt-
out and facilitate purchase of these properties by preserva-
tion-oriented entities that will maintain affordability.

Q.2. Exempting public housing redevelopment from counting
against a PHA’s project-based voucher funding limitation.

The PBV program limits a PHA from project-basing more than
20 percent of its voucher funding. Many PHAs around the country
have been using the PBV program as a tool to redevelop and reha-
bilitate its public housing stock. Recently, HUD has embraced this
principle by allowing a PHA to convert its public housing assist-
ance to a 15 year PBV contract through the Rental Assistance
Demonstration program. Unfortunately, for many PHA’s unable to
utilize the RAD program, the 20 percent limitation may still be a
barrier for them to redevelop their own public housing stock. A
simple solution would be to exempt public housing revitalization
that a PHA undertakes from the 20 percent voucher-funding cap.
This would then allow a PHA to continue to reposition its public
housing stock and also continue to use the program in a manner
that best serves the low-income households in the surrounding
community.

Would you support a change to the project-based voucher pro-
gram that would provide an exception to the 20 percent voucher
funds limitation for PHAs that use the PBVs to redevelop its own
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public housing stock? Are there are other limitations or changes
you would make to the RAD program that would make it easier for
a PHA to redevelop public housing in a manner that protects the
Federal investment and provides safe, decent housing for low-in-
come households?

A.2. PBVs are a promising tool for preserving public housing, and
it would be beneficial to ease—but not eliminate—the limitation on
the share of voucher funds that can be project based if the added
project-based vouchers (PBVs) go toward preservation of public and
other federally assisted housing. Congress could achieve this by ex-
empting PBVs used to preserve federally assisted housing from the
20 percent cap in 8(0)(13)(B), but providing that PHAs may not
under any circumstances project base more than 50 percent of their
voucher funds (or authorized vouchers, if the change in Section 106
of AHSSIA is enacted).
This 50 percent limit is very important, for two reasons:

o First, allowing the majority of vouchers or voucher funds at an

agency to be project based would undermine the PBV pro-
gram’s resident choice policy. PBV residents have the right
after 1 year to move with the next available tenant-based
voucher. This is a vital feature of the PBV program, since it
enables the owner to leverage assistance for underwriting pur-
poses and residents to benefit from the stability of project-
based housing, but also permits residents to move if needed
(for example, to pursue a job opportunity) without giving up
rental assistance.
For the resident choice policy to work well, however, the pool
of tenant-based vouchers must be large compared to the num-
ber of PBVs. If too many of an agency’s vouchers are project
based, PBV tenants who wish to move will experience long
waits and few vouchers will be available to unassisted families
on tenant-based assistance waiting lists.

e Second, if agencies project base a high percentage of their
vouchers, lenders may be less willing to finance rehabilitation
with loans that rely on PBVs for repayment. It is more chal-
lenging to foster lender confidence in project-based vouchers
than in Section 8 project-based rental assistance, which has a
longer track record and is backed by direct multiyear contracts
between the Federal Government and owners. Moreover, Con-
gress has underfunded the voucher program a number of times
in recent years, with the result that HUD has been compelled
to fund agencies at levels somewhat below the amounts for
which they were eligible. The deepest shortfall to date, in 2006,
reduced agencies’ funding by 5.4 percent. Funding uncertainty
and the potential for shortfalls may well increase in the next
decade, given the constraints already enacted by the Budget
Control Act and deficit-reduction pressures.

Project-based vouchers have been largely insulated from vouch-
er funding shortfalls because they make up a small portion of
agencies’ voucher programs. PHAs can cover shortfalls through
temporary and usually modest cutbacks to their tenant-based
vouchers (for example, by shelving vouchers rather than re-
issuing them when families leave the program) without affect-
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ing project-based owners or their lenders. If an agency were
faced with a shortfall and most of its vouchers were project
based, however, the agency could avoid PBV cuts only by mak-
ing such drastic cuts to their smaller tenant-based program
that current voucher holders could be forced to leave their
homes. And if the shortfall were deep enough and the share of
PBVs high enough, it could become impossible for agencies to
avoid PBV cuts. Even the prospect of this occurring could make
lenders less willing to make loans that are backed by PBV sub-
sidies.

The Moving-to-Work stakeholder agreement incorporated in Sec-
tion 401 of the April 2012 AHSSIA draft recognized the importance
of maintaining some limits on project-basing. That provision would
permit MTW agencies to project base more than 20 percent of their
voucher programs, but only up to 50 percent.

Another provision of the PBV statute also impedes use of PBVs
for public housing: the cap in section 8(0)(13)(D) of 25 percent on
the share of units in a development that can have project-based
vouchers (excluding units made available specifically for the elder-
ly, people with disabilities, or families receiving supportive serv-
ices). This cap is beneficial and important when PBVs are used in
newly assisted developments, since it encourages mixed-income
housing (which can place greater market discipline on the develop-
ment’s management). But it makes little sense in developments
where more than 25 percent of the units already receive Federal
housing assistance. It would be helpful if Congress specified that
the cap does not apply when project-based vouchers are used to
preserve federally assisted housing.

While these changes would be worth making, on their own they
likely would expand the use of project-based vouchers to preserve
public housing only moderately. HUD has increasingly imple-
mented restrictions on public housing demolition and disposition to
further preservation goals. These restrictions are important, but
one of their effects is to impede voucher conversions solely to fi-
nance redevelopment. Moreover, when conversions are permitted
the funding for new vouchers would need to come from the limited
appropriation for tenant protection vouchers, which has been cut
sharply in recent years and is close to or below the level needed
to meet the existing annual need for new tenant protection vouch-
ers.

RAD, which Congress authorized in 2012 appropriations legisla-
tion, permits conversion of up to 60,000 public housing units to
project-based vouchers or project-based rental assistance, but pro-
hibits HUD from setting these units’ Section 8 subsidies above the
amount they would have received through the public housing oper-
ating and capital funds. This funding restriction, as well as the
unit cap, will limit the share of the public housing stock where
RAD is feasible. Large-scale use of project-based vouchers or
project-based rental assistance to preserve public housing will like-
ly require a decision by Congress to approve additional conversions
and appropriate the modest increase in voucher or other section 8
funds needed to set subsidies at adequate levels.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHUMER
FROM LINDA COUCH

Q.1. Allowing tenant protection vouchers to be project-based in
order to preserve affordable housing.

Currently, HUD allows some tenant protection vouchers that are
issued to be project-based in order to help preserve affordable hous-
ing and reduce tenant displacement. More specifically, HUD allows
tenant protection vouchers (TPVs) to be project-based in the “or-
phan properties,” that have no option for rental assistance contract
renewals and no option for long-term affordability. By allowing
owners to project-base these vouchers, they can then leverage the
rental assistance contracts to recapitalize the property. Further, it
helps protect households that are currently residing in the property
from being displaced and forced to relocate.

With the appropriate safeguards in place, including tenant con-

sultation and notification, do you believe that making all tenant
protection vouchers eligible for project-basing is an important tool
that will help preserve affordable housing? What are some other
options to preserve affordable housing for low-income households
that are facing possible displacement and rent increases due to af-
fordability restrictions expiring or owners opting out of HUD’s pro-
grams?
A.1. The National Low Income Housing Coalition (NLIHC) thinks
that project basing vouchers, as either tenant protection or en-
hanced vouchers, can be an important preservation tool that safe-
guards tenants from increased housing costs and helps retain af-
fordable rental housing.

In most cases when an owner opts out of a Federal housing as-
sistance program, residents are issued tenant protection vouchers
that enable them to stay in their homes, or use the vouchers to
move if they choose to. However, there is a small subset of HUD-
assisted properties with maturing mortgages or expiring use re-
strictions that are not eligible for tenant protection assistance once
the affordability restriction ends. The FY12 Appropriations Act pro-
vided up to $10 million to provide tenant protection or enhanced
vouchers for residents of these properties located in low-vacancy
areas (the “Durbin-Brown” provisions). The FY12 Appropriations
Act also allowed HUD to project base that assistance, which would
preserve a property’s affordability while enabling tenant mobility.
Beyond FY12, Congress should continue and augment appropria-
tions for tenant protection vouchers for all tenants Durbin-Brown
intended to assist (HUD is making only $6 million available); plus,
the provision should be modified to remove the limitation to low-
vacancy areas.

The “Merkley-Brown” provisions of the FY12 Appropriations Act
should also be expanded beyond FY13 in order to allow ongoing
project basing of vouchers, in lieu of tenant-based vouchers, when
Rent Supplement (Rent Supp), Section 236 Rental Assistance Pay-
ment (RAP), or Section 8 Moderate Rehab contracts expire.

In addition, Congress should amend Section 8(0)(13) of the Hous-
ing Act, explicitly stating that all tenant protection assistance may
be in the form of project based vouchers, eliminating the 25 percent
cap on the number of units that may be project based at federally
assisted housing. The Merkley-Brown provisions authorized HUD
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to waive most features of Section 8(0)(13), but in the Rental Assist-
ance Demonstration HUD merely raised the cap to 50 percent.
Eliminating the cap and increasing the maximum contract length
of a project-based voucher contract from 15 to 20 years would make
project basing a more attractive and effective tool for preservation.

Finally, Congress should establish a national preservation inven-
tory that is publicly available and regularly maintained, requiring
HUD to provide each federally assisted property with a unique nu-
merical identifier. This will help residents, advocates, and preser-
vation-oriented developers identify properties that are at risk of
leaving the affordable housing stock so that preservation-oriented
developers can take the necessary steps to preserve properties as
affordable housing for low income people.
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STREAMLINING AND STRENGTHENING HUD’S
RENTAL  HOUSING ASSISTANCE PRO-
GRAMS—PART 11

TUESDAY, DECEMBER 11, 2012

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.
The Committee met at 10:31 a.m., in room SD-538, Dirksen Sen-
ate Office Building, Hon. Tim Johnson, Chairman of the Com-
mittee, presiding.

OPENING STATEMENT OF CHAIRMAN TIM JOHNSON

Chairman JOHNSON. I call this hearing to order.

I would like to welcome the Honorable Sandra Henriquez once
again to the Committee for a hearing entitled “Proposals to
Streamline and Strengthen HUD’s Rental Housing Assistance Pro-
grams, Part I1.”

Millions of American families struggle every day to afford a roof
over their heads. Currently, a person with a full-time job needs to
earn about $18.50 an hour in order to afford a modest, two-bed-
room rental at the national average. This is an amount far above
the minimum wage or the income provided by Supplemental Secu-
rity Income.

Affordability is not just a problem in the largest cities in the
country. The Sioux Falls Housing and Redevelopment Commission,
for example, has 3,800 families—nearly twice the number the agen-
cy currently serves—on the waiting list for housing assistance.

HUD’s Section 8 Voucher and Public Housing rental assistance
programs help over 3 million households, including low-income sen-
iors, people with disabilities, and families with children, find safe,
affordable housing. This assistance is funded by the Federal Gov-
ernment through HUD and delivered locally through a network of
local and State public housing authorities, or PHAs.

Despite the vital role these programs play in our national safety
net, they face a number of challenges. These include complex ad-
ministrative procedures, aging buildings in need of revitalization,
and Federal funding constraints that have local agencies struggling
to do more with less. The strains on local agencies have become so
difficult some PHAs have turned down HUD-VASH vouchers for
homeless veterans—or even shut down completely—due to a lack
of funding to administer the program.

(163)
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Given these challenges and the Nation’s fiscal position, it is es-
sential that our Federal programs operate effectively and effi-
ciently.

Earlier this year, Senator Menendez’s Subcommittee held a hear-
ing to gather stakeholders’ recommendations for improving these
programs. Many of these focused on commonsense ideas that have
been considered in both House and Senate Section 8 voucher re-
form bills in recent years, such as streamlining housing inspection
schedules, simplifying rent calculations, and improving PHAs’ abil-
ity to provide new housing opportunities through the use of project-
based vouchers. Some of these suggestions would also streamline
processes in HUD’s Section 8 project-based rental assistance pro-
grams.

We have invited Assistant Secretary Henriquez here to share the
Administration’s recommendations on this important topic. I look
forward to learning where there may be consensus around com-
monsense reforms that will strengthen the Section 8 and public
housing assistance programs for our families, local partners, and
taxpayers.

Are there any other Members

Senator REED. That is a good question.

[Laughter.]

Chairman JOHNSON. Jack, do you wish to make a brief opening
statement?

Senator REED. Mr. Chairman, thank you again for holding this
hearing. It is very important. Welcome, Madam Secretary, and I
look forward to your testimony. Thank you.

Thank you, Mr. Chairman.

Chairman JOHNSON. Thank you all. And I want to remind my
colleagues that the record will be open for the next 7 days for open-
ing statements and any other materials they would like to submit.

Now I will briefly introduce our witness, the Honorable Sandra
B. Henriquez, Assistant Secretary for Public and Indian Housing at
the U.S. Department of Housing and Urban Development. In this
capacity, she has day-to-day oversight of HUD’s public housing and
Section 8 voucher programs as well as HUD’s Office of Native
American Programs.

Assistant Secretary Henriquez, you may proceed with your testi-
mony.

STATEMENT OF SANDRA B. HENRIQUEZ, ASSISTANT SEC-
RETARY FOR PUBLIC AND INDIAN HOUSING, DEPARTMENT
OF HOUSING AND URBAN DEVELOPMENT

Ms. HENRIQUEZ. Thank you and good morning. Chairman John-
son, Ranking Member Shelby, Mr. Reed, and Members of the Com-
mittee, I thank you for inviting me here today to testify this morn-
ing on opportunities for reform of the Housing Choice Voucher and
public housing programs.

The voucher and public housing programs provide critically im-
portant housing assistance in communities across the Nation.
These programs serve extremely poor families, many of whom are
elderly or disabled. Not surprisingly, with the recent recession, the
demand for rental assistance has increased.
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HUD recognizes the urgent need to streamline and simplify its
rental assistance programs in order to reduce the administrative
burdens on public housing authorities and to increase overall effi-
ciency, while also generating Federal cost savings where possible.

In light of the persistent demand for deeply affordable rental
housing, we are also working hard to preserve public housing. My
testimony today will cover three important approaches: stream-
lining and simplifying our programs, further reforming the public
housing oversight structure to strengthen the portfolio, and in-
creasing flexibility to respond to local housing needs.

There is broad, external consensus among policy experts and
practitioners for a number of key reforms that will streamline and
simplify HUD’s rental assistance programs. In its fiscal year 2013
budget request, HUD put forward a number of reforms around
which there is consensus, and these include consolidating the
Voucher and Public Housing Family Self-Sufficiency programs and
opening eligibility to multifamily residents; enacting a rental policy
demonstration to test the effectiveness of different policies and en-
couraging family economic dependents and self-sufficiency, and au-
thorizing biennial inspections for Housing Choice Voucher units to
reduce administrative and financial burden. We are exploring fur-
ther streamlining measures that require statutory authority and
may be worth pursuing in fiscal year 2014.

Our commitment to streamlining and simplification extends to
the future of public housing as well. We recognize the importance
of aligning our oversight structure with basic property manage-
ment principles. Small public housing authorities view our existing
oversight structure—known as the “Public Housing Assessment
System,” or PHAS—as increasingly unworkable. They assert that
the program is heavy-handed, that small housing authorities pose
little risk to HUD, and that HUD should, therefore, scale back its
oversight of small agencies.

In response to these concerns, we have taken steps to adjust how
public housing are scored under the system, and we are willing to
change and consider other changes as well.

Broader reform that embraces traditional real estate manage-
ment practices will bring substantial administrative relief to PHAs
of all sizes, helping to put the public housing portfolio on a more
solid foundation. Reform of HUD’s oversight structure is the next
step on the path established nearly a decade ago with the imple-
mentation of “asset management”—a system where accounting,
budgeting, funding, and management are performed at the prop-
erty level rather than the public housing level.

The Rental Assistance Demonstration, a top priority of this Ad-
ministration, also known as RAD, addresses the contractual rela-
tionship between public housing authorities and HUD. It offers
participating housing authorities the option to convert to long-term
project-based Section 8 contracts which will enable them to lever-
age private investment on terms similar to those available to pri-
vate property owners participating in HUD’s multifamily programs.
We expect that RAD will help to reverse the loss of public housing
units and to preserve the portfolio going forward.

The Moving to Work Program was authorized in 1996 as a dem-
onstration as well to provide a limited number of housing authori-
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ties with the statutory and regulatory flexibility to test practices
that increase cost-effectiveness, reward employment and economic
independence, and increase housing choices for low-income fami-
lies. MTW has enabled housing authorities to pioneer innovative
approaches to serving homeless families, building resident earnings
and assets, achieving operating cost efficiencies, and leveraging pri-
vate capital.

For example, Home Forward, formerly known as the Portland
Housing Authority, in Portland, Oregon, used project-based vouch-
ers to provide housing to formerly homeless veterans, and the
building is served by a full-time resident services coordinator, and
services are provided by the VA program. Flexibility allows Home
Forward to provide security deposits to veterans using VA sup-
portive housing vouchers as well.

The Department is pleased that some of our most important
stakeholders from public housing authorities and low-income hous-
ing advocacy communities were able to negotiate through their dif-
ferences over MTW in order to advance broader Section 8 reform.
As the Committee crafts its legislation, we hope you will consider
the stakeholder approach.

Mr. Chairman, there is an irrefutable need for rental assistance
in communities across this Nation. At the same time, there is long-
standing consensus on a set of reforms that will streamline and
simplify administration of the Housing Choice Voucher and the
public housing programs. HUD is committed to improving not only
the administration of its programs, but its oversight of the public
housing programs as well, and we look forward to working with the
Committee and our industry partners to develop a property-based
oversight structure.

We also recognize that any expansion of the MTW program must
be coupled with measures to protect tenants, assure adequate HUD
oversight, and evaluate results.

I look forward to your questions. Thank you.

Chairman JOHNSON. Thank you for your testimony.

As we begin the questions, I will ask the clerk to put 5 minutes
on the clock for each Member.

As I mentioned earlier, PHAs in my State and around the coun-
try are struggling to provide services to families given inadequate
voucher administrative funding. How will the proposals we have
been discussing here reduce the burdens on PHAs, particularly
small agencies serving large areas, like those in South Dakota?

Ms. HENRIQUEZ. That is a good question, and thank you very
much. Our proposals to streamline and administer also look at the
options of forming consortia, having smaller agencies band together
in order to have economies of scale in administering their pro-
grams. In addition, we think that there are streamlined opportuni-
ties around inspections, around rent certifications that could hap-
pen particularly for those families on fixed incomes, and that could
happen on a less frequent basis because that income change is
small and is known year after year.

We also believe that the inspection protocols could move from an-
nual to biennial, particularly in housing authorities where there is
a known tenant population with less wear and tear on those units,
which indeed may free up housing authority staff, create effi-
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ciencies, economies, and allow housing authorities to spread their
precious resources further to serve the populations that are housed
in those properties.

Chairman JOHNSON. PHAs in my State have also described their
difficulties in keeping up with regulatory burdens and paperwork.
For example, South Dakotans have mentioned that they are often
asked to submit the same information multiple times. We must ob-
viously find a balance between the need to provide appropriate
oversight of taxpayer dollars with the needs of agencies, particu-
larly small agencies who have limited staff and funding.

Are you examining administrative actions that HUD can take to
reduce burdens on small PHAs?

Ms. HENRIQUEZ. Yes, we are examining particularly the report-
ing and regulatory burden on small PHAs, and indeed, we are try-
ing a couple of things in a couple of different areas.

One, as I said earlier, we want to look at what we can do to
streamline across the board.

Two, we are looking at our own data collection systems to make
sure that we ask for it once, we do not ask for it in duplicative
ways, and that when we ask for it, it is information that we are
going to use, not information that we are not. So we want to make
sure that our data collection is as tight as possible.

In addition, providing regulatory relief to small agencies in par-
ticular, there are some things that we think make totally good
sense from a property management and a monitoring perspective.
We want to take those not just for small agencies, but we want to
take them to scale, because if they are good for small agencies
doing real estate property management, then they are good for
other, larger agencies to do that same work as well.

And there are other issues around regulatory streamlining that
we would like to talk more with both the Committee and with
small agencies about what they need to really run their business
and balance that with what HUD needs for its own monitoring. We
realize that we need to look at risk and assess risk, and generally
small housing authorities, if you follow the money, small agencies
are less riskier propositions than larger housing authorities to get
the bulk of the HUD dollars. But we want to strike that balance
and make sure that we are being as effective and efficient with all
of our stakeholders.

Chairman JOHNSON. You have recommended increasing the med-
ical deduction used in income and rent calculations from 3 to 10
percent of income. Previous versions of the Senate’s SEVRA legisla-
tion and the AHSSIA bill under discussion in the House Financial
Services Committee take a broader approach to simplifying income
and rent calculations. These measures would streamline several de-
ductions in HUD’s complicated income calculations and replace
them with higher standard deductions.

Do you support this broader approach to simplifying deductions?

Ms. HENRIQUEZ. Yes, we do support a broader approach to sim-
plifying. We think that there will be less errors; it will be easier
for residents to understand the changes; it will be easier for hous-
ing authorities’ staff to actually compute and make less mistakes
in those computations. We also think that there needs to be a bal-
ance between standard deductions and—both on standard deduc-
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tions and pairing that with any changes in the medical deductions
so there is a balanced program. This is truly not to harm or cause
greater cost to be borne by the most economically vulnerable citi-
zens that we house in our programs.

Chairman JOHNSON. Senator Reed.

Senator REED. Well, thank you very much, Mr. Chairman, and
thank you, Madam Secretary. And as you know, one of the con-
sistent themes here both from your Department and from the
Chairman’s questioning is lowering the dead weight costs, for want
of a better term, on small public housing authorities. You are try-
ing to do that.

One issue that has come recently to our attention is that the
agency always has recognized that in the awarding of FSS grants
this year, there were some errors.

Ms. HENRIQUEZ. Correct.

Senator REED. You are trying to correct those errors. We have a
housing authority in North Providence that is in that process. And
this is another sort of example of particularly smaller public hous-
ing authorities where, when they have to go back and redo the
work, et cetera, it just adds to their administrative costs.

But could you give us sort of some insight as to what happened
and what are you doing?

Ms. HENRIQUEZ. Yes, thank you for that question. I sometimes
refer to it as “cosmic convergence.” There were several things that
went wrong, and they all went wrong at the same time, and, hence,
we find ourselves having made a mistake in the award and the cal-
culations for those awards for the Family Self-Sufficiency grants on
the voucher side.

As it relates to small housing authorities, or any housing author-
ity that applied under the NOFA earlier this year, we are not ask-
ing for a resubmission. We are going to reprocess starting at the
point where HUD made its first mistake, and that was our data
pull.
I want to be very clear. The NOFA, as written, made a point. It
said: We will do a data pull from our data base that looks at the
year-long number of families registered under the Family Self-Suf-
ficiency program at any particular housing authority. We will post
that data on a Web site, and the link is in the NOFA. So if you
clicked on the NOFA electronically, it automatically took you to
that posting.

In addition, we said please check the posting to see the numbers
we have for your particular housing authority, and the NOFA said
if you disagreed with that number, could you please then submit
a supplemental or an ad hoc report to accompany your submission.
And we used then that submission as the way to calculate the
funding for those housing authorities that submitted the ad hoc re-
port.

Even with that, our data pull was a point in time as opposed to
an entire year, and so it didn’t take into account—you might have
had a thousand people at the beginning of the year, people grad-
uated during the year, and you are replacing them, and so your
number is lower at the point of time pull. That was mistake num-
ber one.
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So what we are doing is we are asking—in fact, a letter went out
Friday to all housing authorities that submitted about 750 of them
that said we will be reprocessing, here is the information, this is
the reposting, this is where you will find it, please, again, check the
reposting, pull your own numbers, resubmit, and from that point
forward we are going to then actually reprocess all of those applica-
tions and make the adjustments where people—some people got
awards that should not have, some people got lower awards, some
people got higher amounts than they were due.

When all is said and done, because it is a mistake of the Depart-
ment, we do not want housing authorities and cascading down to
residents who use the services of a self-sufficiency coordinators, we
do not want folks to be harmed. And so for people who should not
have been awarded money, we are going to make available extraor-
dinary admin fees for them so they can continue, if they have al-
ready hired people and made employment commitments, that they
will not be harmed and will be able to move forward and not have
to take a loss and lay people off.

Senator REED. Thank you, Madam Secretary. Just let me make
two points, because my time is winding down.

One, you in your proposal for essentially merging or consoli-
dating both the FSS voucher program and the FSS program for
public housing authorities, I think that is part of your design. That
is reflective of legislation that I have submitted.

Ms. HENRIQUEZ. Yes.

Senator REED. And I think it makes sense.

The second point—and you alluded to it, too—is this notion of
banding together, spreading overhead costs, it is something I think
we should all explore. You know, I am sure there are communities
in South Dakota and New Jersey and Rhode Island where there is
one housing official trying to cope with all of this in a really dif-
ficult climate, and so to the extent that we can incentivize this sort
of coming together, maybe not formally but through sort of joint
services or joint overhead, that would be very, very good. So any
advice you have for us going forward, we would appreciate that.
But thank you, Mr. Chairman, and thank you, Madam Secretary.

Ms. HENRIQUEZ. Thank you, sir.

Chairman JOHNSON. Senator Crapo.

Senator CRAPO. Thank you very much, Mr. Chairman. First of
all, I apologize. I am only going to be able to be here for just a cou-
ple of moments, but I did want to stop by and indicate to you, the
Chair, as well as to our witness and to the other Members of the
Committee that in these difficult budget times that we see and the
understanding that I think we all have that funding issues are crit-
ical, I think it is important for us to focus on the kind of regulatory
activity that the Department can bring and the focus it can bring
to these housing issues. I think that the deregulation of Section 8
is very critical and important and strengthening, and I would hope
in that process that the Moving to Work Program could get a
strengthening and a renewed strong focus as we move forward.

But I just wanted to stop in and indicate my support for the
process that is moving forward and encourage that we work closely
together on it.
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And, again, I apologize. I have been in four places this hour, and
I have got another one to get to. So I apologize, and I am going
to have to step right out.

Chairman JOHNSON. Madam Secretary, do you have any com-
ments about these issues?

Ms. HENRIQUEZ. We just look forward to working with the Com-
mittee both in strengthening our regulatory oversight that is ap-
propriate and balancing that with the needs of housing authorities
to get their work done to serve the people who are housed in those
programs. So thank you very much, sir.

Chairman JOHNSON. Senator Menendez.

Senator MENENDEZ. Thank you, Mr. Chairman, and thanks for
calling this hearing. We had a hearing in the Subcommittee that
laid a foundation, and I am pleased to see the Secretary here to
build upon it.

Madam Secretary, we have been discussing reforms to Section 8
for some time now, and I think there is a tendency to forget how
incredibly pressing the need for action really is. Affordable housing
advocates and housing authorities back in New Jersey are telling
me that these reforms cannot wait and that they are urgently
needed now. So can you give the Committee a sense of the impact
over time if Congress fails to act relatively soon, after such a long
time of having this discussion, to implement specific reform provi-
sions? What flows from that?

Ms. HENRIQUEZ. That is a really good question. Thank you, Sen-
ator.

I am taking a moment because I want to sort of get centered, be-
cause I think that there are lots of potential issues that will flow
from this.

As you know already, administrative fees, which is the money
that housing authorities get for leasing units under the Section 8
side, as those fees decrease, the workload does not. So what they
have to do, the kinds of questions they have to ask, the kinds of
documentation that is required on an annual basis does not de-
crease in spite of the fact that the funding to do that work has de-
creased, which has meant that housing authorities in some in-
stances have had to lay people off. And that has led to longer wait-
ing lists for people. Then people are on waiting lists longer, so they
have lived in more difficult conditions longer.

It has also meant that as you have laid off people with decreas-
ing funding, that housing authority employees themselves will find
themselves in difficult straits as well.

The way in which we think about how that program gets man-
aged gets more difficult. The less people but more workload or
similar workload means potential for more error. Potential for more
error means potential for wasted taxpayer dollars. And so we really
do need to think about streamlining so that the work gets done, the
people get house as quickly as possible, and the operations and the
business processes for housing authorities are streamlined and effi-
cient so that errors are minimized and maximizes the dollars, the
precious resources we have.

Senator MENENDEZ. I appreciate that. How about housing au-
thorities refusing to run their voucher programs and turning down
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VASI:)I vouchers to assist homeless veterans and the loss of hard
units?

Ms. HENRIQUEZ. We have seen that in several instances, and, in
fact, not just VASH vouchers, but we are seeing about a dozen
housing authorities have decided that they are not going to operate
a voucher program anymore, and they have made arrangements to
convey that operation, to consolidate that operation with another
larger housing authority.

It means that the folks who need the subsidy, the affordability,
are not getting served. It means that the amount of work that it
takes to do the job well is not able to be supported. And it means
most of all that we will have homeless veterans and other families,
homeless families, in emergent conditions, and that should not be
tolerated.

Senator MENENDEZ. Let me just quickly—there are some core re-
form provisions that I would like to get your comment on. One is
having a stable voucher renewal fund policy that would create pre-
dictability, because I am told it is very hard for housing authorities
to plan for the year ahead when they do not know exactly what
that will do; also to clarify how much money housing authorities
can hold in reserves for a rainy day without those funds being
taken back or offset; and also the flexibility provisions that are
being—that have been discussed in project-based vouchers, ena-
bling housing authorities to better assist families, especially elderly
and disabled families, families transitioning out of homeless, to live
in affordable housing communities of opportunity to receive serv-
ices onsite.

How would that predictability, clarity in the funding side, and
the flexibility translate into more families served, if it does trans-
late into that?

Ms. HENRIQUEZ. Predictability is something that we would en-
dorse wholeheartedly. It means that a housing authority can plan
its business moving forward, it will understand its resources, and
it can then tabulate its expenses and figure out how best to run
its program.

I would say that that does not just benefit the housing authority
and its employees; it benefits the residents who are participating
in those programs on the voucher side. We have heard in the past
issues around shortfalls or money not being—not having sufficient
funds to make sure that everybody who needs to be housed or be
renewed, have their voucher renewed, will be able to do that. And
this will make sure that we do not have to have those discussions
again. So tenants will be protected, and participants would be pro-
tected in that regard.

Further, I believe that a fixed formula funding, renewal funding,
will mean that housing authorities are able to buildup small re-
serves. It right now is at about 3 weeks, and a 3-week reserve in
a multi-billion-dollar program is really not a lot of money, particu-
larly when you are running a voucher program which is tied to
market real estate forces. And so while there are fair market rents
and there are limits and so on, the natural tendency for a housing
authority is to want to house as many people on its waiting lists
as possible. That is why we are all in this business. Having that
predictability will allow them to do that, particularly when it is
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coupled with understanding what your reserve levels are and that
will not be swept, and understanding that one of the things we
keep asking for as well is the reallocation authority for the Sec-
retary. So in some markets, it may be easier to lease, and you may
have more room. And some housing authorities may not be able to
lease as readily, and they will not use all of the money that has
come to them. And so the ability to reallocate so we can continue
to house and maximize housing across this Nation is something
that we would look forward to as well.

Senator MENENDEZ. Mr. Chairman, thank you very much, and
thank you, Madam Secretary, for your answers. I look forward to
working with the Chair and his leadership hopefully in the next
Congress to see if this is something that we within the housing
context could prioritize, because I think there are two shared goals
here: getting more people to have a place to call home and, second,
saving taxpayers’ money. So thank you very much.

Ms. HENRIQUEZ. Thank you.

Chairman JOHNSON. You support the idea of permitting PHAs to
form consortia for purposes of forming partnerships to administer
their public housing programs. Congress initially authorized the
use of consortia in 1998, yet I understand barriers remain to PHAS’
taking full advantage of this authority.

What is HUD doing to remove barriers to use of consortia and
facilitate PHAS’ participation in consortia if they determine it will
meet their local needs?

Ms. HENRIQUEZ. There are several actions we are taking right
now. First of all, consortia are allowed in voucher-administering
agencies, but not on the public housing side, and so we are looking
to extend the ability to have that happen in the public housing pro-
grams.

In addition, right now under a consortia housing authorities, let
us say three or four housing authorities band together to get some
economies of scale, to simplify their operations, but they still have
to fill out three or four separate reports to HUD because they are
still seen as three or four separate public housing entities. And so
we are looking at ways—again, this is why streamlining and ad-
ministrative flexibility is so important, because we are trying to fig-
ure out ways in which housing authorities could file one report, for
example, that would cover their agencies. We would still ask each
housing authority to file for its own tenants and its own partici-
pants into what we call our PIC data base, which is our personal
information and every single household in the voucher program on
the public housing side. We would ask that under Family Self-Suf-
ficiency there is one report that is done that covers what the goals
are early on in the program and then if they have met those goals
at a year-end report. And so we are looking at all sorts of ways—
in fact, we have been working with a number of housing authori-
ties, all range of sizes across the country, asking them what infor-
mation do they need to run their day-to-day business about which
they make their business decisions, and then translating that into
what about that information we could collect and use—since they
are doing it already, that we could then use to monitor them as
well so that we are not asking for different information or in a dif-
ferent format than they already collect it.
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Chairman JOHNSON. You mentioned your support for the Rental
Assistance Demonstration enacted in fiscal year 2012—or RAD—in
your remarks. Can you update us on the status of this demonstra-
tion? Second, can you also comment on a draft House proposal to
authorize funds for use in this conversion demonstration and how
these funds might be used to preserve assisted housing?

Ms. HENRIQUEZ. Yes, thank you, sir. So the Rental Assistance
Demonstration Program was authorized in fiscal year 2012. It is
designed initially as a two-application period for public housing
properties because we knew that there were housing authorities
ready to submit and others who really wanted to spend some time
thinking through their applications at a later date.

The initial application period ended October 24th, just several
weeks ago. We got a number of applications. That is still being tab-
ulated in terms of how many, but they range from small housing
authorities to medium to large housing authorities who have put
proposals together, and we can provide greater tabulation once
those initial awards are made. And on an ongoing rolling basis, ap-
plications are coming in after the October 24th date. We will look
at those after this initial cut has been reviewed.

As you know, the previous bill said that we could get up to
60,000 units in at no cost, and either using project-based contracts
or project-based vouchers. In addition, in that 60,000 cap is also
authorizing for multifamily programs, rent supplement, RAP—
rental assistance payments—and Section 8 mod rehab.

So while we strongly support this program as a way to preserve
public housing to get enough capital infused using private sector
tools, financing tools, to get private money into the public arena to
help rehabilitate and maintain these properties, we do know that
there are a number of properties for whom this does not work be-
cause they have a larger capital need. And so we look forward to
what we have seen in previous iterations on the House side, addi-
tional money going into that program which would help housing
authorities with greater capital needs leverage greater amounts of
private sector equity.

But what we are seeing, which is really helpful, is housing au-
thorities using a variety of tools for mixed finance deals to make
this happen. Again, it puts them on the same real estate platform
as everything else in the real estate marketplace, using the equity
from properties to leverage capital improvement dollars, to make
sure that properties are maintained at current standards and will
continue to improve and continue to be available to serve the peo-
ple who live there now and for future generations who need the
economic stability.

Chairman JOHNSON. I would like to thank you, Assistant Sec-
retary Henriquez, for your testimony and for being here with us
today.

This hearing is adjourned.

Ms. HENRIQUEZ. Thank you.

[Whereupon, at 11:09 a.m., the hearing was adjourned.]

[Prepared statements supplied for the record follow:]
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Chairman Johnson, Ranking Member Shelby, and Members of the Committee,
thank you for inviting me here today to testify regarding opportunities to reform
the Housing Choice Voucher and public housing programs.

As you know, the voucher and public housing programs provide critically impor-
tant housing assistance in communities across the Nation. These programs serve ex-
tremely poor families, many of whom are elderly or disabled, or both. While the me-
dian income of American families today is just above $50,000, voucher and public
housing families have substantially lower incomes.! Not surprisingly, with the re-
cent recession, the demand for rental assistance has increased.

At the same time, we have been tightening our belts at the Federal level, and
HUD recognizes the urgent need to streamline and simplify its rental assistance
programs 1in order to reduce the administrative burdens on PHAs and increase over-
all efficiency. In our FY12 and FY13 budget requests, we included measures that
reduce administrative burdens and increase efficiency, as well as generate Federal
cost savings.

At the same time, and in light of the persistent need for deeply affordable rental
housing, we are working hard to preserve public housing. For example, the Depart-
ment’s Rental Assistance Demonstration (RAD) is providing participating PHAs
with new options for addressing the capital needs of properties, enabling them to
leverage private investment on terms and conditions similar to those available to
private property owners participating in HUD’s multifamily programs. We expect
that RAD will help to reverse the loss of public housing units and eventually place
the inventory on a more sound, sensible regulatory footing for the long term. In the
meantime, administrative streamlining is key to holding on to what we have. We
also recognize that both preservation and administrative streamlining will be well
served by continuing—and completing—HUD’s transition to a project-based frame-
work for public housing. HUD recognizes both the necessity and the wisdom of mov-
ing in the direction of an oversight model for public housing that is more closely
aligned with the multifamily project-based Section 8 portfolio and with traditional
asset and portfolio management principles.

Finally, the Department believes that PHAs should enjoy greater flexibility to re-
spond to local housing needs, which in some cases means testing innovative strate-
gies and engaging in partnerships tailored to local circumstances. The Department
recognizes that greater flexibility must be coupled with measures to protect tenants,
assure adequate HUD oversight, and evaluate results.

Streamline and Simplify

The Department is aware that there is broad external consensus among policy ex-
perts and practitioners for a number of key reforms that will streamline and sim-
plify HUD’s rental assistance programs. In its FY13 budget request, HUD put for-
wa{dda number of reforms around which there is such a consensus. These reforms
include:

1. Revising the threshold for medical deductions. The current threshold for the de-
duction of medical and related care expenses is 3 percent of family income. HUD
proposes to increase the threshold to 10 percent of family income. This change
would generate estimated savings of $150 million in the first year of enactment ($30
million in the voucher program, $23 million in public housing, and $98 million in
project-based Section 8).

2. Consolidating the Family Self-Sufficiency program. Currently, there is a Family
Self-Sufficiency (F'SS) program for the voucher program and another for the public
housing program. The programs are separate and administered independently. HUD
proposes to consolidate the two programs and expand eligibility to project-based Sec-
tion 8 owners, opening the program to multifamily tenants.

3. Modifying the definition of extremely low-income. In areas where median incomes
are extremely low (e.g., rural areas), working poor families may be skipped over for
rental assistance, even if their incomes put them below the poverty level. This is
the case for the voucher program, especially, because 75 percent of new admissions
each year must have incomes at or below 30 percent of the area median. HUD pro-
poses to define an extremely low-income (ELI) family as a family whose income does

1The average annual income of voucher program participants is approximately $12,500; for
public housing families, the figure is slightly more than $13,500.
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not exceed the higher of the Federal poverty level or 30 percent of the area median
income. This provision will generate estimated savings of $155 million (in the vouch-
er program only) in the first year after enactment.

4. Enacting a rent policy demonstration. Currently, HUD can test and evaluate dif-
ferent rent-setting policies only at Moving to Work (MTW) agencies, since other
agencies are not authorized to alter their rents beyond what is permitted in statute.
HUD proposes to carry out a rent policy demonstration at any agency “for the pur-
pose of determining the effectiveness of different rent policies in encouraging fami-
lies to obtain employment, increase their incomes, and achieve economic self-suffi-
ciency, while reducing administrative burdens and maintaining housing stability.”

5. Establishing a flat rent floor. PHAs are required to establish a flat rent “based
on the rental value of the unit” and to offer public housing families the option of
paying the flat rent or an income-based rent. In order to align public housing flat
rents more closely with market rents, HUD proposes to establish a flat rent floor
set at 80 percent of the applicable FMR. To assure that no family’s rent would in-
crease by more than 35 percent in any one year, the increase would be phased in
where applicable. Once fully implemented, this provision would reduce costs by ap-
proximately $400 million.

6. Changing the definition of a PHA to include a consortia of PHAs. Currently, there
is statutory authority for PHAs to form consortia for the purposes of administering
the voucher program, but not for administering public housing. HUD proposes to
amend the definition of a “public housing PHA” to include a “consortium of PHAs”
so that PHAs will be able to reduce their administrative costs and achieve operating
efficiencies by combining their operations, should they choose to do so.

7. Authorizing biennial inspections for HCV units. Currently, HCV units must be in-
spected on an annual basis, regardless of whether such units have a record of reg-
ular compliance with HUD’s physical condition standards. To reduce the administra-
tive and financial burden on PHAs and high-performing landlords, HUD proposes
to authorize biennial inspections, enabling PHAs to concentrate their inspection re-
sources on the more marginal and higher-risk units. Importantly, residents would
retain their right to request an inspection.

While each of the above-described provisions requires statutory authority, we
have established a cross-program working group to identify streamlining and sim-
plification measures that HUD can implement through regulation or notice and are
moving aggressively to implement these measures. In addition, we are exploring fur-
ther streamlining measures that require statutory authority and may be worth pur-
suing in FY14.

A Stronger Foundation for Public Housing

Our commitment to streamlining and simplification extends beyond the provisions
identified above. As we look a bit further out on the horizon and consider the future
of public housing, in particular, we recognize the importance of aligning our over-
sight structure with basic asset management principles.

Small PHAs, in particular, view our existing oversight structure—known as the
“Public Housing Assessment System,” or PHAS—as increasingly unworkable. They
assert that PHAS is heavy-handed, that small PHAs pose little risk to HUD, and
that HUD should therefore scale back its oversight of small PHAs. I understand and
appreciate these concerns. We have taken some steps to adjust how PHAs are scored
under PHAS, and we are willing to consider others. We are interested, however, in
pursuing broader reform in this area in the interest of protecting tenants and the
taxpayer’s substantial investment in public housing. Reform that embraces tradi-
tional asset management principles and practices will also bring substantial admin-
istrative relief to PHAs of all sizes, helping to put the public housing portfolio on
a more solid foundation.

Reform of HUD’s oversight structure is the next step along a path whose initial
direction was established during the prior Administration, with the implementation
of “asset management.” Asset management entailed movement from a system where
accounting, budgeting, funding, and management were all performed at the agency
level to a system where these functions are now performed at the project level.

Movement along this path picked up a strong head of steam with enactment of
the Rental Assistance Demonstration (RAD), which is a top priority of the Depart-
ment. RAD addresses the contractual relationship between PHAs and HUD. By of-
fering PHAs the option to convert to a long-term, project-based Section 8 contract,
RAD facilitates lending to and investment in individual public housing properties.
Without a doubt, asset management laid the groundwork for RAD by beginning to
build an operating history at the individual project level. This information is criti-
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cally important to the lenders and investors who will be underwriting public hous-
ing preservation transactions under RAD.

Moving HUD’s oversight of public housing to a true asset management model is
the next step on the path toward putting the public housing portfolio on a stronger
foundation and reversing the portfolio’s isolation from the affordable housing main-
stream. As we move ahead, we look forward to working with the Committee and
our industry partners as we pursue this important change.

Moving to Work

The Moving to Work (MTW) program was authorized in 1996 as a demonstration
program. The purpose of the program is to provide a limited number of PHAs 2 with
the statutory and regulatory flexibility to test approaches to providing housing as-
sistance that reduce costs and increase cost-effectiveness, reward work and employ-
ment, and increase housing choices for low-income families.

Since its enactment, MTW has enabled PHAs to pioneer innovative practices
around approaches to serving homeless families, building resident earnings and as-
sets, leveraging private capital through the project-basing of vouchers and other
strategies, and achieving operating cost efficiencies through streamlined approaches
to income recertifications, inspections, and the calculation of utility allowances. For
example:

e Home Forward (Portland, Oregon) made an award of project-based vouchers to
a local not-for-profit organization that provides housing to formerly homeless
veterans. The building is served by a full-time resident services coordinator, and
supportive services are provided by the Veteran’s Health Administration. Home
Forward also uses its single-fund flexibility to provide security deposits to vet-
erans using Veterans Affairs Supportive Housing vouchers to lease rental units.

e The King County Housing Authority (KCHA) is able to leverage its MTW flexi-
bilities to build programs involving local partners that bring their own sources
of funding to the table. For example, KCHA developed a Resident Opportunity
Plan (ROP) in partnership with the local YWCA; Bellevue College, Hopelink;
and Washington State’s Department of Employment Security. Through the
ROP, participating residents receive wrap-around services and financial assist-
ance so they can acquire the skills needed to increase their earned income and
ultimately graduate from federally assisted housing. KCHA’s flexibility under
MTW provides it with the latitude to refine the program iteratively and incre-
mentally, improving resident outcomes as the program progresses, while also
supplementing the sources of funding brought by other partners, which are typi-
cally constrained to particular activities.

e The Cambridge Housing Authority implemented a tiered rent structure that
combines elements of an income-based rent and a flat rent. Rents are estab-
lished for various income bands and set at 30 percent of adjusted income at the
low end of each band. This approach, which is combined with a hardship exemp-
tion, produces much-needed rent simplification for both the PHA and residents.

As you know, the Department supports the principles of MTW, including appro-
priate recordkeeping, reporting requirements, and rigorous evaluation. We look for-
ward to working with the Committee as it considers potential reforms and improve-
ments to the MTW program.

Conclusion

Mr. Chairman, there is an unquestioned need for rental assistance in commu-
nities across the Nation. At the same time, there is longstanding consensus around
a set of reforms that will streamline and simplify administration of the Housing
Choice Voucher and public housing programs. HUD is committed to improving not
only the administration of these programs, but its oversight of the public housing
program, in particular. Finally, the Department recognizes that greater flexibility
for PHAs must be coupled with measures to protect tenants, assure adequate HUD
oversight, and evaluate results. Thank you for your consideration of these com-
ments, and I look forward to addressing your questions.

2There are currently 35 MTW agencies.
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