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TRANSPORTATION AND HOUSING AND URBAN
DEVELOPMENT, AND RELATED AGENCIES
APPROPRIATIONS FOR FISCAL YEAR 2014

THURSDAY, APRIL 11, 2013

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.
The subcommittee met at 10 a.m., in room SD-138, Dirksen Sen-
ate Office Building, Hon. Patty Murray (chairman) presiding.
Present: Senators Murray, Collins, Coats, and Blunt.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

OFFICE OF THE SECRETARY
STATEMENT OF HON. SHAUN DONOVAN, SECRETARY
OPENING STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. Good morning. The subcommittee will come to
order.

This morning, we welcome Secretary Donovan to the sub-
committee to discuss the President’s fiscal year 2014 budget re-
quest for the Department of Housing and Urban Development
(HUD).

As we begin our discussion of next year’s budget, we have to real-
ly acknowledge where we are today. Because of the unwillingness
of some in Congress to compromise on fair and balanced deficit re-
duction, we are now living with sequestration and the arbitrary
cuts to Federal spending that it requires.

Some here in Washington, DC, have claimed that the impact is
minimal. That is not the story that people all across the country
who have to live with sequestration’s consequences are telling.

The truth is these cuts are having an impact. And in so many
cases, it is an impact that is being felt by the most vulnerable in
our society.

The cut to HUD’s section 8 voucher program, for example, is
more than $938 million, forcing housing authorities to make dif-
ficult choices to stay within their reduced budgets.

On the ground, that means tens of thousands of fewer vouchers
to help our low-income families find safe, affordable housing.

In my home State of Washington, the King County Housing Au-
thority announced it will not be reissuing vouchers, leaving our
low-income Washington families without access to affordable hous-
ing. Stephen Norman, who is the King County Housing Authority
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director, said immediately after he was forced to make these cuts
that, “Because rents are so high, many of these families may, quite
literally, find themselves out on the street as a result of these arbi-
trary cuts.”

They are not alone. Many housing authorities across the country
are being forced to make similar decisions.

In other communities, families that were in the process of finding
a place to live after spending months or years on a waiting list
have been told their voucher has been withdrawn.

They are losing hope and relief of finally having access to afford-
able housing. Instead, they are left with frustration and uncer-
tainty.

Those families are paying the price for the fact that Washington,
DC, continues to lurch from crisis to crisis instead of compromising
around a balanced deficit reduction plan.

As we continue to debate the future of the Federal budget, they
are a clear reminder that our decisions have consequences, because
this debate is about more than just numbers, it is about people’s
lives and the Nation’s values.

This debate is also occurring at a critical time for our economy.
After struggling through the great recession, the economy is finally
growing. But recent jobs reports highlight how fragile our recovery
is and that we cannot afford to push off the hard choices a budget
deal requires.

Our focus needs to be on creating jobs today, while laying a
strong foundation for the future.

A responsible plan will reduce the Nation’s deficit. But it cannot
be at the expense of the most vulnerable or investments in things
like infrastructure and education that are essential for a strong
economy.

The budget we recently passed in the Senate provides a path for-
ward that balances responsible spending cuts with necessary in-
vestments. And I look forward to working with my colleagues in
both the House and the Senate to try to enact a responsible budget
compromise.

This will require hard choices on all sides, but the American peo-
ple expect action.

So as we continue to work on the budget, we also have to begin
our work on the fiscal year 2014 appropriations bills. And today,
this subcommittee begins its work by examining HUD’s budget re-
quest.

The majority of HUD’s budget supports a critical part of the Na-
tion’s safety net—housing assistance. This includes funding for sec-
tion 8 vouchers, project-based section 8, public housing, and home-
less assistance grants.

These programs have long provided low-income Americans with
safe, affordable housing and shelter in time of crisis. These pro-
grams are even more important today as families struggle to find
affordable housing.

According to HUD’s recent report on the worst-case housing
needs, in 2011, there were over 8.5 million low-income renters who
spent more than 50 percent of their income on housing, lived in se-
verely substandard housing, or both.
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Perhaps even more troubling is the fact that this number has
grown by 43.5 percent since 2007.

As we struggle to address the growing housing needs with lim-
ited resources, Federal programs must be smarter and more agile.
Neither the taxpayers nor the millions of people who rely on these
programs can afford waste or inefficiency.

So it is incumbent upon HUD and this subcommittee to ensure
accountability. We have to look for ways to improve program over-
sight and delivery by ensuring people are following the rules, elimi-
nating outdated regulations, streamlining programs, and improving
coordination across Government programs to make the best use of
scarce resources.

Improving Federal programs goes beyond ensuring compliance. It
also means focusing on outcomes.

Successful housing programs are those that create new opportu-
nities for their residents so they can improve their lives and those
of their children.

In Washington State, I have seen exciting partnerships among
housing authorities, schools, community colleges, and employers
designed to reduce poverty and its lasting impacts.

These partnerships are built on an understanding that housing
can and should do more than meet the basic need for shelter.

Housing in strong, safe neighborhoods with access to good
schools, jobs, services, and transportation can help transform peo-
ple’s lives.

The President’s budget includes an initiative called Ladders to
Opportunity, which is focused on creating jobs, attracting private
investment, improving educational outcomes, and increasing eco-
nomic activity in high-poverty communities across the Nation.

Several proposals in HUD’s budget support this initiative, includ-
ing Choice Neighborhoods, the Rental Assistance Demonstration,
and the Neighborhood Stabilization Initiative.

In addition, the budget includes a new pilot program to help ad-
dress the needs of the growing low-income elderly population, fund-
ing to combat mold in Indian country, and expansion of the suc-
cessful Jobs-Plus program for public housing residents.

While all of these proposals address important issues facing
urban and rural communities across the country, we must evaluate
both their budgetary cost and HUD’s capacity to take on new ini-
tiatives.

HUD cannot effectively manage new initiatives at the cost of the
performance and oversight of their existing programs.

The Department must improve its oversight of public housing au-
thorities and other grantees; deliver on the needed investments in
its information technology (IT) systems; and continue to strengthen
the Federal Housing Administration’s (FHA) Mutual Mortgage In-
surance (MMI) Fund, which the budget anticipates needing to draw
on taxpayer funds for the first time in its history.

As our housing market continues its recovery, now is the time to
be thinking of the future of the Nation’s housing policy.

This conversation is appropriately focused on reforming our hous-
ing finance system to ensure a strong housing market, supported
primarily by the private market. But this conversation must also
address the future of affordable rental housing.
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Recently, the Bipartisan Policy Center’s Housing Commission re-
leased recommendations for the future of housing policy. My friend,
former Senator Kit Bond, was a member. Their recommendations
support homeownership and the need to reform our Nation’s hous-
ing finance system.

The commission also reaffirmed the importance of affordable
housing. Its recommendations provide a very good foundation for
beginning the discussion of our Nation’s housing policy, which I
look forward to continuing today.

PREPARED STATEMENT

And with that, I will turn it over to my partner, Senator Collins.
[The statement follows:]

PREPARED STATEMENT OF SENATOR PATTY MURRAY

The subcommittee will come to order. This morning we welcome Secretary Dono-
van to the subcommittee to discuss the President’s fiscal year 2014 budget request
for the Department of Housing and Urban Development (HUD). As we begin our
discussion of next year’s budget, we must acknowledge where we are today.

SEQUESTRATION’S IMPACT ON THE MOST VULNERABLE

Because of the unwillingness of some in Congress to compromise on fair and bal-
anced deficit reduction, we are now living with sequestration and the arbitrary cuts
to Federal spending it requires.

And while some here in Washington, DC, have claimed that the impact is mini-
mal, that’s not the story that people all across the country who have to live with
sequestration’s consequences are telling. The truth is these cuts are having an im-
pact. And in so many cases it’s an impact that’s being felt by the most vulnerable
in our society.

The cut to HUD’s section 8 voucher program, for example, is more than $938 mil-
lion, forcing housing authorities to make difficult choices to stay within their re-
duced budgets. On the ground, this means tens of thousands of fewer vouchers to
help low-income families find safe, affordable housing.

In my home State of Washington, the King County Housing Authority announced
that it will not be re-issuing vouchers, leaving low-income Washington families
without access to affordable housing. Stephen Norman, the King County Housing
Authority director, said immediately after he was forced to make these cuts that
“Because rents are so high, many of these families may, quite literally, find them-
selves out on the street as a result of these arbitrary cuts.”

And they are not alone. Many housing authorities across the country are being
forced to make similar decisions. In other communities, families that were in the
process of finding a place to live after spending months or years on a waiting list
have been told that their voucher has been withdrawn. They are losing the hope
and relief of finally having access to affordable housing. Instead they are left with
frustration and uncertainty. These families are paying the price for the fact that
Washington, DC, continues to lurch from crisis to crisis instead of compromising
around a balanced deficit reduction plan. As we continue to debate the future of the
Federal budget, they are a clear reminder that our decisions have consequences.

Because this debate is about more than just numbers, it is about people’s lives
and the Nation’s values. This debate is also occurring at a critical time for our econ-
omy. After struggling through the Great Recession, the economy is finally growing.
But recent jobs reports highlight how fragile our recovery is and that we cannot af-
ford to push off the hard choices a budget deal requires.

Our focus needs to be on creating jobs today, while laying a strong foundation for
the future. A responsible plan will reduce the Nation’s deficit. But it cannot be at
the expense of the most vulnerable or investments in things like infrastructure and
education that are essential for a strong economy.

The budget we recently passed in the Senate provides a path forward that bal-
ances responsible spending cuts with necessary investments. I look forward to work-
ing with my colleagues in both the House and Senate to try to enact a responsible
budget compromise. This will require hard choices on all sides, but the American
public expects action.
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As we continue work on the budget, we must also begin our work on the fiscal
year 2014 appropriations bills. And today, this subcommittee begins its work by ex-
amining HUD’s budget request.

The majority of HUD’s budget supports a critical part of the Nation’s safety net—
housing assistance. This includes funding for:

—section 8 vouchers;

—project-based section 8;

—public housing; and

—homeless assistance grants.

These programs have long provided low-income Americans with safe, affordable
housing and shelter in times of crises. These programs are even more important
today as families struggle to find affordable housing.

According to HUD’s recent report on the worst case housing needs, in 2011, there
were over 8.5 million low-income renters who spent more than 50 percent of their
income on housing, lived in severely substandard housing, or both. Perhaps even
more troubling is the fact this number has grown by 43.5 percent since 2007.

IMPROVING PERFORMANCE AND ACCOUNTABILITY

As we struggle to address the growing housing needs with limited resources, Fed-
eral programs must be smarter and more agile. Neither the taxpayers nor the mil-
lions of people who rely on these programs can afford waste or inefficiency. So it
is incumbent upon HUD and this subcommittee to ensure accountability. We must
look for ways to improve program oversight and delivery by:

—Ensuring people are following the rules;

—Eliminating outdated regulations;

—Streamlining programs; and

—Improving coordination across Government programs to make the best use of

scarce resources.

Improving Federal programs goes beyond ensuring compliance. It also means fo-
cusing on outcomes. Successful housing programs are those that create new opportu-
gities for their residents so that they can improve their lives and those of their chil-

ren.

In Washington State, I have seen exciting partnerships among:

—Housing authorities;

—Schools;

—Community colleges; and

—Employers designed to reduce poverty and its lasting impacts.

These partnerships are built on an understanding that housing can and should
do more than meet the basic need for shelter. Housing in strong, safe neighborhoods
with access to good schools, jobs, services, and transportation can help transform
people’s lives. The President’s budget includes an initiative called “Ladders to Op-
portunity”, which is focused on:

—Creating jobs;

—Attracting private investment;

—Improving educational outcomes; and

—Increasing economic activity in high poverty communities across the Nation.

Several proposals in HUD’s budget support this initiative, including:

—Choice Neighborhoods;

—The Rental Assistance Demonstration; and

—The Neighborhood Stabilization Initiative.

In addition, the budget includes a new pilot program to help address the needs
of the growing low-income elderly population, funding to combat mold in Indian
Country, and expansion of the successful Jobs-Plus program for public housing resi-
dents.

While all of these proposals address important issues facing urban and rural com-
munities across the country, we must evaluate both their budgetary cost and HUD’s
capacity to take on new initiatives.

HUD cannot effectively manage new initiatives at the cost of the performance and
oversight of existing programs. The Department must:

—Improve its oversight of public housing authorities and other grantees;

—Deliver on the needed investments in its IT systems; and

—Continue to strengthen FHA’s Mutual Mortgage Insurance Fund, which the

lﬁudget anticipates needing to draw on taxpayer funds for the first time in its
istory.

As our housing market continues its recovery, now is the time to be thinking of
the future of the Nation’s housing policy. This conversation is appropriately focused
on reforming our housing finance system to ensure a strong housing market, sup-
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ported primarily by the private market. But this conversation must also address the
future of affordable rental housing.

Recently, the Bipartisan Policy Center’s Housing Commission released rec-
ommendations for the future of housing policy. My friend, former Senator Kit Bond,
was a member. Their recommendations support homeownership and the need to re-
form our Nation’s housing finance system.

The Commission also reaffirmed the importance of affordable housing. Its rec-
ommendations provide a good foundation for beginning the discussion of our Na-
tion’s housing policy, which I look forward to continuing today.

With that I turn it over to my partner, Senator Collins.

STATEMENT OF SENATOR SUSAN M. COLLINS

Senator COLLINS. Thank you, Madam Chairman.

First of all, let me say that I am delighted to be working with
you once again this year, as we start the fiscal year 2014 appro-
priations process under the new leadership of both Chairman Mi-
kulski and Vice Chairman Shelby, as well as the members of this
subcommittee, including our colleagues, Senator Coats and Senator
Blunt, who have joined us today. I am always glad to see strong
representation on the Republican side of the dais here.

Mr. Secretary, it is also a great pleasure to see you again. I am
very happy that you are apparently going to be staying on in the
second administration, at least for a while, since I have found you
to be a real straight-shooter and dedicated to improving housing
opportunities for the people of this country. And I look forward to
continuing to work with you.

Obviously, we still have very serious budget issues to deal with.
And we must find a careful balance to ensure that we deal with
the ongoing unsustainable $16.7 trillion debt, while providing hous-
ing for our most vulnerable citizens.

As we begin to construct this spending bill, we continue to face
difficult decisions given these fiscal constraints. Sequestration is
going to make some of these decisions even tougher.

I am concerned for the Maine housing authority directors, with
whom I recently met, who told me they are being forced to reduce
spending at the expense of families in need. Some of them told me
that they were actually turning back vouchers because they did not
have sufficient administrative funds. And that certainly is of great
concern.

Yet, even though sequestration cuts have already taken effect,
the deficit continues to rise. The budget that HUD has submitted
is $47.6 billion for fiscal year 2014 and an increase of nearly $4.2
billion, or 6.67 percent, over the fiscal year 2013 sequestration lev-
els.

What would be helpful to me today, however, is to have you de-
scribe the total resources that are available to HUD, including off-
setting receipts, and to give us a comparison to the pre-sequestra-
tﬁ)n levels, as well. And I understand that you are prepared to do
that.

The vast majority of this funding will support renewals for rental
and homelessness assistance. The budget also provides for invest-
ment to revitalize neighborhoods and support economic develop-
ment initiatives in communities throughout the country.

As we prepare the budget, it is critical that we address the ongo-
ing challenges with homelessness, which remains a personal top
priority of mine.
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Chairman Murray and I continue to share this commitment, par-
ticularly for our Nation’s veterans. One out of every six men and
women in homeless shelters are veterans. And unfortunately, vet-
erans are 50 percent more likely to fall into homelessness com-
pared to other Americans.

I am pleased that the budget continues funding for HUD’s Vet-
erans Affairs Supportive Housing, the HUD-VASH program, at
$75 million. This level of funding, I am told, will allow us to serve
an additional 10,000 veterans.

And it is important to note that this program is working, that
veterans’ homelessness has fallen, and it fell by nearly 7.2 percent
from 2011 to 2012. That demonstrates that programs like this
work.

And that needs to be our focus. We need to focus like a laser on
what kinds of housing programs work, give us the biggest bang for
the buck, and what kind really have outlived their usefulness, are
not expansive, and, most of all, are not effective in serving families
in need.

In addition to programs that serve the homeless, HUD provides
important support for affordable rental housing.

Another important issue which we discussed at length is the
oversight and monitoring of HUD’s programs. In that regard, Mr.
Secretary, I want to thank you for your work on an investigation
in Maine into the Maine State Housing Authority section 8 voucher
program last year. I requested an investigation into the troubling
cases of serious code violations and other poor conditions that were
uncovered in Oxford County, Maine, and brought to me by the at-
tention of a local fire chief who was so concerned. And I appreciate
so much the work of your Department in addition to the work of
the inspector general.

It is critical that federally subsidized properties comply with all
health, safety, and quality standards. After all, it is inexcusable
that we are putting residents in units and apartments that had se-
rious violations of welfare and safety and health standards. But it
is doubly offensive when the taxpayers are subsidizing those unfit
units.

So those are just some of the issues. I am pleased with the in-
creased funding levels for section 202 housing for the elderly. This
program has provided over 400,000 affordable homes for very low-
income elderly individuals through a number of different financing
structures.

Many people are surprised to learn that Maine has one of the
largest elderly populations in the country. In fact, if you look at the
median age, we are the oldest State in the Nation, older than Flor-
ida even. That raises certain challenges.

There is one area that I want to highlight in closing, and that
is the funding level for the community development block grant
(CDBG) program. As you know, I believe that the level of $2.79 bil-
lion is truly disappointing. I am told that, if enacted, this would be
the lowest level of funding since 1976. And yet, this program re-
mains the most adaptable, the most welcomed community and eco-
nomic development Federal program for meeting the unique needs
of communities throughout this country.
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PREPARED STATEMENT

These are just some of the many issues we are going to have to
tangle with this year, and I look forward to working with the chair-
man and the members of this subcommittee as we consider HUD’s
fiscal year 2014 budget request.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF SENATOR SUSAN M. COLLINS

Thank you, Chairman Murray. I am delighted to join you as we start the fiscal
year 2014 appropriations process under new leadership of both Chairman Mikulski
and Vice Chair Shelby, as well as the new members of this subcommittee.

Mr. Secretary, it is nice to see you again. I look forward to continuing to work
with you to meet the housing and economic development needs of families and com-
munities throughout the Nation and I look forward to your testimony as we consider
the Department of Housing and Urban Development’s (HUD’s) fiscal year 2014
budget request.

As we begin to construct this spending bill, we continue to face difficult decisions
given the fiscal constraints we remain under. Sequestration will make these deci-
sions even tougher. I am also concerned for the public housing authorities who are
being forced to reduce spending at the expense of families in need. While sequester
cuts have already taken effect, the deficit continues to rise. We must, however, find
a careful balance to ensure that the Nation’s most vulnerable are provided for.

The President’s fiscal year 2014 HUD budget request is $47.6 billion, an increase
of nearly $4.2 billion or 6.67 percent above fiscal year 2013 enacted levels. The vast
majority of this funding will support the renewals for rental and homelessness as-
sistance. The budget also provides for the investment to revitalize neighborhoods
and support economic development in communities throughout the country.

As we prepare the budget for fiscal year 2014, it is critical that we address the
ongoing challenges with homelessness, which remains a top priority of mine. Chair-
man Murray and I continue to share this commitment, particularly for our Nation’s
veterans. One out of every six men and women in homeless shelters are veterans,
and unfortunately, veterans are 50 percent more likely to fall into homelessness
compared to other Americans. I am pleased the budget continues funding for HUD’s
Veterans Affairs Supportive Housing (HUD-VASH) program at $75 million. This
level of funding will serve an additional 10,000 veterans nationwide. Veterans’
homelessness fell by nearly 7.2 percent from 2011 to 2012, demonstrating that pro-
grams like HUD-VASH work.

I continue to support the Homeless Assistance Grants program to prevent and end
homelessness. The budget proposes $2.38 billion for this program, which is $575
million over current levels.

In addition to programs that effectively serve the homeless, HUD also provides
support for affordable rental housing. The budget proposes nearly $20 billion for the
Tenant-Based Rental Assistance program, of which $1.685 billion is available for ad-
ministrative costs.

Another important issue is the oversight and monitoring of HUD’s programs. Mr.
Secretary, I want to thank you for your work into the investigation of Maine State
Housing Authority’s section 8 voucher program. Last year, I requested an investiga-
tion into the troubling cases of code violations and other poor conditions that were
uncovered in Oxford County. I appreciate the work of your Department, in addition
to that of Inspector General Montoya. It is critical that federally subsidized prop-
erties comply with all health, safety, and quality standards.

It is bad enough that taxpayers were charged for substandard units, but it is ap-
palling that residents were forced to live in such horrible conditions. The welfare
and safety of tenants must be safeguarded, and federally subsidized properties must
represent fair value to the tenant and the taxpayer alike.

Nationwide, more than 5.4 million families receive housing assistance through the
many programs offered at HUD. Altogether, more than 65 percent of HUD-assisted
households are elderly or disabled. I am pleased to see the increased funding levels
for the Section 202 Housing for the Elderly program. This program has provided
over 400,000 affordable homes for very-low-income elderly individuals through a
number of different financing structures in the past. Maine has one of the largest
elderly populations in the United States. In fact, Maine has the oldest median age
population in the United States.
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Finally, the funding level for the Community Development Block Grant (CDBG)
program, which is proposed at $2.79 billion is truly disappointing. If enacted, this
would reach the lowest level of funding since 1976. With 1,100 grantees served by
an estimated 7,000 local governments across the country, CDBG remains the largest
and most adaptable community and economic development Federal program for
meeting the unique needs within these communities.

These are just some of the many issues we are confronted with on our sub-
committee this year. Chairman Murray, I look forward to working with you as we
consider HUD'’s fiscal year 2014 budget request.

Senator MURRAY. Thank you very much. And, Senator Collins, I
appreciate the opportunity to work with you again this year on a
subcommittee we both care passionately about. It is great to work
with you.

Senator Coats, do you have an opening statement?

STATEMENT OF SENATOR DAN COATS

Senator COATS. Madam Chairman, I do.

I thank you. I look forward to serving on this subcommittee with
you and our ranking member.

Not to repeat, but I will repeat Senator Collins’ point that we are
operating during a time where the game has changed. Instead of
coming here every year on the Appropriations Committee and say-
ing, “how much more are we going to spend this year?” we are
faced with a fiscal crisis which requires us to say, how can we take
better care of the taxpayer dollars that are being sent here? How
can we better manage our Departments? How can we be more effi-
cient with perhaps less to spend or not as much to spend as we
would like? How can we separate the essential from the “well, we
would like to do this but can’t afford it right now,” from the “why
are we doing that in the first place?” Or maybe that had a suffi-
cient function going forward at one time, but we just cannot justify
that program.

All of this to address the fiscal issue in one of two ways: One,
how can we save money and turn it back and reduce our debt and
deficit? Second, how can we better transfer this money to essential
programs instead of wasting it on programs that do not seem to
work very well?

Let me just mention a couple things.

Mr. Secretary, I am not sure my time will allow me to be here
to ask this direct question, but I will just put it out there and you
can address it in a general way.

In 2012, the Government Accountability Office (GAO) found that
the Federal Government is operating 160 separate housing assist-
ance programs and tax expenditures within 20 departments, agen-
cies, costing about $170 billion. Is there room here to eliminate
some of this duplication or to consolidate some of this, so that we
do not have to have each separate entity here staffed all the way
down through the administrative positions, and so forth? Is there
room for this type of consolidation and coordination?

Every business in America has had to do this since the 2008 col-
lapse. And when we mentioned sequester, they say, “Five percent,
7 percent? I mean, we have had to do 15 percent. We have had to
do 18 percent. But we are a much more leaner, more efficient orga-
nization now.”
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We see that everywhere in the private sector, but we do not see
that in the Federal Government.

HUD provided a community development block grant in the
amount of $505,000 to a private entity, Sergeant’s Pet Care Prod-
ucts, Inc., which specializes in pet shampoo and toothpaste. Now,
maybe there is justification for this small business. I do not know.
But it is a private company. They are expected to bring in revenue
of $140 million in 2012. Why are we giving CDBG grants to private
companies who are earning revenues of over $100 million?

And last, according to HUD’s own inspector general, for 2012 fis-
cal year, he said HUD could have put over $3.2 billion to better use
and has paid over $1.3 billion in questionable costs. So that is $4.5
billion in public funds that perhaps could have shifted to provide
better housing or more effective housing, or not spent at all.

So just in a general way, Mr. Secretary, address the broader
question. You do not have to provide it here exactly the details of
this particular loan or justify this or that. The larger question of
what is HUD doing, what are you doing, to try to make your De-
partment more efficient, more effective, given the scarcity of funds
that we have, and the fact that we need to be more careful with
the taxpayer dollars. So when you have a chance to address that,
I would appreciate it.

And, Madam Chairman, thank you.

Senator MURRAY. Thank you very much.

Senator Blunt.

STATEMENT OF SENATOR ROY BLUNT

Senator BLUNT. Chairman, thank you for conducting the hearing.

Secretary, thank you for being here. I look forward to working
with you and Senator Collins on this important subcommittee.

And I have a statement for the record, and I will just submit it
for the record.

[The referenced statement was not available at press time.]

Senator MURRAY. Thank you very much.

With that, Secretary Donovan, we will turn it over to your open-
ing statement. And we do have a vote around 11 o’clock, but I
think we have sufficient time for your statement and questions
from those of us who are here this morning. I will turn it over to
you.

SUMMARY STATEMENT OF HON. SHAUN DONOVAN

Secretary DONOVAN. Thank you.
Chairman Murray, Ranking Member Collins, members of the
subcommittee, thank you for having me here today.

HOUSING AND COMMUNITIES

HUD'’s fiscal year 2014 budget proposal will help grow our econ-
omy from the middle class out by supporting the ongoing recovery
in our housing market and creating Ladders of Opportunity in com-
munities across the country.

As the President said, our economy is strongest when we expand
opportunity and reward the hard work of everyone. HUD’s budget
does this by supporting the creation and retention of 620,000 jobs.
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We followed four main principles in creating our 2014 budget.
The first was to continue support for the resurgent housing mar-
ket, while encouraging the return of private capital and rebal-
ancing the Nation’s housing finance system.

Today, the housing market is playing a key role in our economic
recovery. Rising home values lifted 1.7 million families back above
water, and home equity grew by more than $1.6 trillion in 2012.

FEDERAL HOUSING ADMINISTRATION

FHA continues to play an important role in this effort, insuring
nearly 1.2 million single-family mortgage loans in 2012. However,
due to reverse mortgages and other loans insured during the eco-
nomic crisis, the fiscal year 2014 budget projects that FHA will
need $943 million in support from Treasury. As you know, any de-
cision to draw from the Treasury depends on the actual perform-
ance of the fund during the current fiscal year.

We have taken aggressive steps to protect the fund and are al-
ready seeing strong results from those efforts, even with stress
from the troubled reverse mortgage program and the now banned
seller-assisted down payment programs. In fact, while the gross
budget authority HUD requests in 2014 is $47.6 billion, a 7-percent
increase over the fiscal year 2012 enacted level, offsetting receipts
from FHA and Ginnie Mae totaling $14.5 billion bring the cost to
the taxpayer to only $33.1 billion, almost 12 percent below the fis-
cal year 2012 enacted level.

Despite this progress, we continue to take responsible adminis-
trative action, and the fiscal year 2014 budget calls on Congress to
further assist in stabilizing the fund.

ASSISTED HOUSING

The second principle we used in developing our budget was to
protect current vulnerable residents. There are 5.4 million families
who live in HUD-assisted housing, a number we have increased by
more than 219,000 over the last 3 years through better manage-
ment.

These households earn just $12,500 a year on average and nearly
two-thirds have a member who is elderly or disabled.

Fully funding renewals consumes 84 percent of our proposed
budget just to keep current residents in their homes, support home-
lessness prevention, and provide basic maintenance to public hous-
ing.

And again, to echo your words, chairman, this has never been
more important with the staggering over 40 percent increase in
worst-case housing needs we have seen in just 4 years.

EXISTING PARTNERSHIP

The third principle we followed was to build on existing partner-
ships, helping to create Ladders of Opportunity while embracing
smart, effective, efficient Government. As the President made clear
in his State of the Union Address, in too many hard-hit commu-
nities, the life chances of a child are determined not by her talents,
but by her ZIP Code. The Promise Zones proposed by the President
expand investments by HUD, the Departments of Education and
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Justice, and other agencies, while coordinating and streamlining
this work to maximize impact and reduce costs.

CHOICE NEIGHBORHOODS

The $400 million we have requested for our Choice Neighbor-
hoods program represents a significant increase that will allow us
to transform public and assisted housing in our hardest hit neigh-
borhoods and ensure our children are prepared for the 21st century
economy.

Building on the success of three rounds of neighborhood sta-
bilization funding, a $200 million Competitive Neighborhood Sta-
bilization Initiative within our community development block grant
program will address the needs of neighborhoods that continue to
suffer the negative effects of abandonment and foreclosure of pri-
vately owned housing.

Our reorganized Office of Economic Resilience, to be located
within HUD’s Community Development and Planning Division,
would offer $75 million in integrated planning and investment
grants that support local investments in infrastructure and other
development to create jobs and build diverse, resilient economies.

REGULATORY BURDENS

The final principle we used in creating this budget was to in-
crease efficiency, reduce regulatory burdens, and provide flexibility
to our partners, allowing them to better manage resources.

SECTION 8 REFORMS

I look forward to working with Congress to enact the section 8
reforms proposed in our budget, which would save approximately
$2.8 billion over the next 5 years and streamline outdated statutes
governing our public and assisted housing.

Expanding initiatives like the Rental Assistance Demonstration
and the Moving To Work program will allow more public housing
authorities the flexibility to pilot innovative strategies that will
better serve residents, consolidate programs, and save taxpayers
money.

TRANSFORMATION INITIATIVES

This budget also continues the transformation initiative, allowing
us to propose increased investments in programs we know work
and stop funding the ones that do not, and to hold our partners ac-
countable for the funding they receive.

Perhaps the best example of this approach is found in Opening
Doors, the administration’s plan to end homelessness, which has
dramatically reduced chronic and veterans’ homelessness over the
last 2 years.

VASH VOUCHERS

Because we know these programs save lives as well as taxpayer
dollars, our budget proposes 10,000 new VASH vouchers and a sig-
nificant increase in our homeless assistance grants.

Unfortunately, sequestration seriously threatens our ability to
serve families, communities, and even veterans across the Nation
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with hundreds of thousands likely to lose assistance we have
worked so hard to preserve.

While we are attempting to reduce these impacts, there is simply
no way to prevent serious damage this year, or the resulting con-
sequences for fiscal year 2014, unless sequestration is reversed
with the balanced deficit reduction plan proposed by the President.

PREPARED STATEMENT

I look forward to working with you, both on the fiscal year 2014
budget and on reversing the harmful cuts imposed by sequestra-
tion.

Thank you for the opportunity to testify today. I look forward to
your questions.

[The statement follows:]

PREPARED STATEMENT OF HON. SHAUN DONOVAN

Thank you, Chairman Murray and Ranking Member Collins, for this opportunity
to discuss how the Department of Housing and Urban Development’s (HUD’s) fiscal
year 2014 budget proposal will grow our economy from the middle class out—not
from the top down—while supporting the recovery in our housing market and econ-
omy. The investments in the Department’s programs that this budget makes are es-
sential to delivering on the President’s promise to make America a magnet for jobs
and manufacturing, equip every American with the skills they need to do those jobs,
and ensure that hard work leads to a decent living.

Overall, this budget furthers the Department’s mission of supporting home owner-
ship, access to affordable housing free from discrimination, and community develop-
ment. The 2014 President’s budget provides $47.6 billion for HUD programs to sup-
port these efforts, in addition to a receipts projection of $14.5 billion—representing
a net decrease of $3.2 billion from the 2012 enacted level. Increases are provided
to protect vulnerable families and employ proven tools to revitalize neighborhoods
with distressed HUD-assisted housing and concentrated poverty. To build more evi-
dence of what works, State and local public housing authorities are offered program
flexibilities in exchange for designing and rigorously evaluating innovative programs
and policies. The constrained fiscal environment also forced tough choices, including
funding reductions to programs that increase the supply of affordable housing.

The Department’s budget for fiscal year 2014 follows the roadmap the President
has laid out for jumpstarting our economy through educating, innovating, and build-
ing—Dby targeting our investments to the families and geographies that need them
the most, and putting American back to work. Specifically, this budget:

Supports the Mortgage Market and Helps Borrowers Who Are at Risk of Fore-
closure.—The Administration projects that the Federal Housing Administration
(FHA) will insure $178 billion in mortgage loans in 2014, supporting new home pur-
chases and refinanced mortgages that significantly reduce borrower payments. FHA
financing was used for 27 percent of home purchase loans in 2011, including an esti-
mated 41 percent of first-time homeowners. FHA’s loss mitigation program mini-
mizes the risk of financially struggling borrowers going into foreclosure, and since
the start of the mortgage crisis, it has helped more than a million homeowners. Re-
cent increases in FHA premium levels will boost FHA’s capital reserves and in-
crease Federal revenues.

The budget also includes $132 million for housing and homeowner counseling
through HUD and the Neighborhood Reinvestment Corporation (NeighborWorks).
Over half of these funds are dedicated to foreclosure assistance. NeighborWorks’ Na-
tional Foreclosure Mitigation Counseling program has assisted over 1.4 households
since its inception in 2008.

Provides Ladders of Opportunity for Anybody Willing To Work Hard and Play by
the Rules.—The budget provides $400 million for Choice Neighborhoods to continue
to transform neighborhoods of concentrated poverty into opportunity-rich, mixed-in-
come neighborhoods. This funding level, which is $280 million above 2012 enacted,
will be used to revitalize HUD-assisted housing and surrounding neighborhoods
through partnerships between local governments, housing authorities, nonprofits,
and for-profit developers. A portion of these funds will be targeted to designated
Promise Zones—high-poverty communities where the Federal Government will part-
ner with local leadership to create jobs, leverage private investment, increase eco-
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nomic activity, reduce violence, and improve educational opportunities. To further
support Promise Zones, the budget includes companion investments of $300 million
in the Department of Education’s Promise Neighborhoods program, $35 million in
the Department of Justice’s Byrne Criminal Justice Innovation Grants program, and
continues to support the Strong Cities, Strong Communities initiative as well as tax
incentives to promote investment and economic growth.

Supports Strategic Infrastructure Planning and Investments To Help Make Amer-
ica a Magnet for Jobs.—In addition to the hundreds of thousands of jobs that this
budget creates both directly and indirectly, it makes an essential contribution to the
Administration’s broader effort to discourage outsourcing and encourage
“insourcing.” Specifically, attracting new businesses to our shores depends on urban,
suburban, and rural areas that feature more housing and transportation choices,
homes that are near jobs, and transportation networks that move goods and people
efficiently—which is why this budget includes funding for the Office of Economic Re-
siliency which, as part of the Administration’s multiagency partnership between
HUD, the Department of Transportation, and the Environmental Protection Agency,
will administer $75 million in Integrated Planning and Investment Grants. These
grants will create incentives for communities to develop and implement comprehen-
sive housing and transportation plans, such as updates to building codes, land use,
and zoning ordinances that result in more resilient economic development, improve
housing supply response to demand, and increase affordable housing near public
transit. This funding, which builds upon the progress made through Sustainable
Communities program, would support about 30 additional regional and neighbor-
hood planning and implementation grants to enable communities to plan for their
economic future. This funding embodies the President’s commitment to being a new
kind of Federal partner to regions, States, and localities as they tackle planning and
economic development challenges in the 21st century.

Of course, smart planning requires sustained follow-through. That is why HUD
is committed to ensuring that its core community and housing development work
contributes to more and better transportation choices; promotes equitable, affordable
housing; helps communities address the lingering neighborhood impacts of the fore-
closure crisis; and aligns Federal policies and funding to remove barriers to local
collaboration. The budget provides ‘%3 billion for the Community Development Block
Grant (CDBG) program and neighborhood stabilization activities, and proposes re-
forms to better target CDBG investments to address local community development
goals. This funding level includes $200 million in new competitive funds to continue
mitigating the impacts of the foreclosure crisis. This funding will provide essential
new resources to help communities hardest hit by the foreclosure crisis while cre-
ating jobs through rehabilitating, repurposing, and demolishing vacant and blighted
properties. The budget also maintains its support for the proposed $15 billion
Project Rebuild program, which will leverage private capital to bring the benefits
of neighborhood stabilization to national scale.

Protects the Vulnerable Recipients of HUD Rental Assistance and Makes Progress
on the Federal Strategic Plan To End Homelessness.—The budget includes $20 bil-
lion for the Housing Choice Voucher program to help more than 2.2 million low-in-
come families afford decent housing in neighborhoods of their choice. This funding
level supports all existing vouchers and provides 10,000 new vouchers targeted to
homeless veterans. The budget also includes $10.3 billion for the Project-Based
Rental Assistance program to maintain affordable rental housing for 1.2 million
families, and provides $6.6 billion in operating and capital subsidies to preserve af-
fordable public housing for an additional 1.1 million families.

The budget provides $2.4 billion for Homeless Assistance Grants, $480 million
above the 2012 enacted level. This funding maintains the approximately 325,000
HUD-funded beds that assist the homeless nationwide and expands rapid re-hous-
ing and permanent supportive housing. Backed with new data and emerging best
practices across the United States, this evidence-based investment will make further
progress towards the goals laid out in the Federal Strategic Plan to End Homeless-
ness.

Puts HUD-Subsidized Public and Assisted Housing on a Financially Sustainable
Path.—This budget also recognizes that we can no longer tolerate a federally sup-
ported rental housing system that is “separate and unequal’—one which expects
public housing authorities (PHASs) to house over 1 million families in public housing
while subjecting them to overly burdensome regulation and denying them access to
private capital available to virtually every other form of rental housing. To bring
the public housing program toward mainstream real estate financing and manage-
ment practices and begin to address the $26 billion in capital needs, the Department
will continue to implement the Rental Assistance Demonstration (RAD) enacted in
2012. At the same time, the budget provides $10 million for a targeted expansion
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of RAD to public housing properties in high-poverty neighborhoods, including des-
ignated Promise Zones, where the Administration is also supporting comprehensive
revitalization efforts.

Improves the Way Federal Dollars Are Spent and Builds Evidence of What
Works.—The budget proposes to scale up the Moving To Work (MTW) program,
which gives high-performing State and local public housing authorities (PHAs) var-
ious flexibilities in their use of Housing Choice Voucher and public housing funds.
In exchange for this flexibility, PHAs will help design and test innovative policies
to support self-sufficiency and other positive outcomes for families, streamline and
consolidate program delivery, and reduce long-term costs. In addition, PHAs will re-
port on outcomes associated with their MTW activities, and those that choose to im-
plement work requirements, time limits on assistance, or major rent reform initia-
tives will participate in rigorous evaluations.

The budget also modernizes the Housing Opportunities for Persons With AIDS
(HOPWA) program to better reflect the current case concentration and under-
standing of HIV/AIDS and ensure that funds are directed in a more equitable and
effective manner. This update includes a new formula that will distribute HOPWA
funds based on the current population of people living with HIV/AIDS, fair market
rents, and poverty rates in order to target funds to areas with the most need. It
also makes the program more flexible, giving local communities more options to pro-
vide targeted, timely, and cost-effective interventions. The budget’s $332 million in-
vestment in HOPWA, in combination with the proposed modernization, will assist
local communities in keeping individuals with HIV/AIDS housed, making it easier
for them to stay connected to treatment, and therefore improving health outcomes
for this vulnerable population.

Makes Tough Choices.—The budget provides $950 million for the HOME Invest-
ment Partnerships Program, 5 percent below the 2012 enacted level. At this funding
level, HOME will provide grants to State and local governments to supply almost
40,000 additional units of affordable housing for low-income families. This funding
reduction is mitigated by the investment of $1 billion in mandatory funding for the
Housing Trust Fund to finance the development, rehabilitation, and preservation of
affordable housing for extremely low income families.

The budget provides a total of $526 million for the Housing for the Elderly and
Housing for Persons with Disabilities programs, $13.6 million below the 2012 en-
acted level. This funding level will support all 150,000 existing units in these pro-
grams, but limits new construction to $40 million for additional supportive housing
units. These investments directly support research that will build our under-
standing of the intersection between supportive housing and healthcare costs, and
help identify what works best in allowing seniors to age-in-place.

Reforms Government So That It’s Leaner, Smarter, More Transparent, and Ready
To Succeed.—The American economy of the future requires a Federal Government
that is efficient, streamlined, and transparent. As such, the budget proposes reforms
to HUD rental assistance programs that would save nearly $400 million in fiscal
year 2014 without reducing the number of families served—by streamlining pro-
grams and reforming policies. Moreover, this budget once again calls for the flexible
use of resources through the Transformation Initiative, which the Department will
use to invest in technical assistance to build local capacity to safeguard and effec-
tively invest taxpayer dollars; conduct innovative research, evaluations of program
initiatives and demonstration programs so we can fund what works and stop fund-
ing what doesn’t; and upgrade the IT infrastructure that tracks and monitors our
programs.

In short, this budget will achieve substantial results not only for vulnerable, low-
income Americans but also for hard-hit local and State economies across the coun-
try. Its carefully targeted investments will enable HUD programs to serve millions
of families in thousands of communities nationwide, helping to make America a
magnet for jobs, and ensuring that our workers have the skills they need for those
jobs. Consistent with its budget proposals in the first term, HUD’s fiscal year 2014
budget is structured around the five overarching goals the Department adopted in
its Strategic Plan 2010-2015. These goals reflect the Department’s—and my—com-
mitment to “moving the needle” on some of the most fundamental challenges facing
America. Indeed, every month, I hold HUDStat meetings on one or more of these
goals, to assess progress and troubleshoot problems in order to: (1) ensure that HUD
is as streamlined and effective as possible in the way that we administer our own
programs and partner with other Federal agencies; and (2) hold our grantees ac-
countable for their expenditure of taxpayers’ hard-earned dollars.
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GOAL 1: STRENGTHEN THE NATION’S HOUSING MARKET TO BOLSTER THE ECONOMY AND
PROTECT CONSUMERS

This Administration entered office confronting the worst economic crisis since the
Great Depression—as mortgages were sold to people who couldn’t afford or under-
stand them, while banks packaged them into complex securities that they made
huge bets on—and bonuses with—other people’s money. And while the largest fac-
tors contributing to this crisis were market driven, the American people have turned
to Congress and the Administration for leadership and action in righting our Na-
tion’s housing market. HUD remains firmly committed to working together with
communities and individuals to cope with these unprecedented challenges.

Responding to the Market Disruption

The Federal Housing Administration (FHA) and Government National Mortgage
Association (GNMA) continue to have a significant impact on the Nation’s economic
recovery. The activities of the Federal Government are critical to both supporting
the housing market in the short term and providing access to homeownership oppor-
tunities over the long term, and doing both in a way that minimizes risks to tax-
payers.

In 2014, HUD is requesting $400 billion in loan guarantee authority for the Mu-
tual Mortgage Insurance Fund, which will provide an estimated 1.2 million single-
family mortgages (at a projected $199.3 billion in loan volume) and $30 billion in
loan guarantee authority for the General and Special Risk Insurance Fund, which
will provide an estimated 273,000 units in multifamily housing properties and an
estimated 75,700 beds in healthcare facilities. The need for this investment is clear
as FHA has stepped up in recent years to address the unprecedented challenges
wrought by the housing crisis, playing an important countercyclical role that has
offered stability and liquidity throughout the recession. While a recovery of the
housing market is currently underway, FHA continues to act as a crucial stabilizing
element in the market, and to assure ongoing access to credit for qualified first-
time, low-wealth or otherwise underserved borrowers. However, FHA’s expanded
role is and should be temporary.

FHA'’s share of the mortgage market has gone from a low of 3.1 percent of loan
originations in 2005, up to a peak of 21.1 percent in 2010, and more recently down
to 16.5 percent in the 4th quarter of 2012 (U.S. Housing Market Conditions Report,
4th Quarter 2012). In fact, the number of FHA single family loan endorsements has
declined to levels comparable to those seen in fiscal years 2002 and 2003, when
FHA’s market share was lower than it is today, indicating that FHA’s current
slightly elevated market share is primarily due to a substantial decrease in the size
of the total mortgage market rather than exceptionally high FHA loan volumes. As
the market continues to recover and private capital returns at more normal levels,
FHA'’s role will naturally recede.

As has been true throughout its history, FHA is particularly important to bor-
rowers that the conventional market does not adequately serve, including qualified
borrowers who would otherwise be shut out of the mortgage market. Fully 60 per-
cent of all African American and Hispanic homebuyers using mortgages rely upon
FHA financing and over 30 percent of all FHA-insured homebuyers are minorities.
According to the latest Home Mortgage Disclosure Act data, half of all African
Americans who purchased a home in 2011, and 49 percent of Hispanics, did so with
FHA financing.

Redoubling Efforts To Keep Homeowners in Their Homes

While there is work still to be done, HUD is proud of the progress this Adminis-
tration has made in tackling ongoing foreclosure challenges. Between April 2009
and February 2013, more than 6.4 million foreclosure prevention actions were
taken—including nearly 1.7 million FHA loss mitigation and early delinquency
interventions and 1.5 million homeowner assistance actions through the Making
Home Affordable program, including more than 1.1 million permanent modifications
through the Home Affordable Modification Program (HAMP)—saving these house-
holds an estimated $18.5 billion in monthly mortgage payments.

As part of the Administration’s commitment to help responsible homeowners stay
in their homes, we have actively sought to use our current programs and authorities
to make homeownership sustainable for millions of American families. Examples of
our efforts include:

—Streamline Refinance.—An option that allows borrowers with FHA-insured
loans who are current on their mortgage to refinance into a new FHA-insured
loan at today’s low interest rates without requiring additional underwriting,
permitting these borrowers to reduce their mortgage payments. This program
benefits current FHA borrowers—particularly those whose loan value may ex-
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ceed the current value of their home—and by lowering a borrower’s payment,
also reduces risk to FHA. And, because we see potential for more widespread
use of this product, FHA made changes to the way in which streamline refi-
nance loans are displayed in the Neighborhood Watch Early Warning System
(Neighborhood Watch) to encourage lenders to offer this product more widely to
homeowners with FHA-insured mortgages.

—Changes to FHA’s Loss Mitigation Waterfall. —A mortgagee letter published on
November 16, 2012, outlined changes to FHA’s loss mitigation home retention
options. One of the key elements of this update was moving FHA’s Home Af-
fordable Modification Program (HAMP) product up in FHA’s loss mitigation wa-
terfall so servicers could more quickly offer deeper payment relief to struggling
FHA borrowers, resulting in an increase in the number of borrowers being able
to retain their homes.

—Housing Counseling.—In 2014, HUD is requesting $55 million in housing coun-
seling assistance, to improve access to quality affordable housing, expand home-
ownership opportunities, and preserve homeownership, all of which are espe-
cially critical in today’s economic climate. With this funding, HUD estimates
that 2,650 HUD-approved counseling agencies employing an estimated 8,000
newly certified housing counselors, will assist a total of 2.5 million renters and
owners. HUD-approved counselors help clients learn about purchasing or refi-
nancing a home; rental housing options; reverse mortgages for seniors; fore-
closure prevention; loss mitigation; preventing evictions and homelessness; and
moving from homelessness to a more stable housing situation. In 2012, 2,410
HUD-approved housing counseling agencies, with grant funds from HUD and
other funding sources, assisted over 1.9 million renters and owners.

HUD’s new Office of Housing Counseling has several initiatives to ensure bor-
rowers have access to all rights and remedies afforded to them to stay in their
homes. HUD has worked closely with interested States to determine effective
ways in which funds from the National Mortgage Servicing Settlement can be
used to expand housing counseling resources, resulting in more than $300 mil-
lion in settlement funds committed to housing counseling or legal services for
affected borrowers. HUD-approved housing counseling agencies continue to pro-
vide foreclosure prevention services, reaching 774,000 families in fiscal year
2012. In addition, FHA is exploring ways to further integrate housing coun-
seling into its loss mitigation program, offering distressed FHA borrowers addi-
tional resources with which to assess their options and make decisions appro-
priate to their situation.

—Short Refinance Option.—In 2010, FHA made available an option that offers un-
derwater non-FHA borrowers, who are current on their existing mortgage and
whose lenders agree to write off at least 10 percent of the unpaid principal bal-
ance of the first mortgage, the opportunity to refinance into a new FHA-insured
mortgage. FHA made enhancements to the program in March of last year and
announced an extension to the expiration date of the program in order to in-
crease the number of borrowers who will benefit from this initiative.

—Strengthening FHA and Paving the Way for Private Capital To Return.—The
President’s budget shows that FHA, while still under stress from legacy loans,
has made significant progress and is on a sound fiscal path moving forward.
Like nearly all mortgage market institutions, FHA sustained significant losses
due to the precipitous fall in the housing market and home prices, and is put-
ting additional funds aside this year to cover those legacy losses. But, again,
like most mortgage lenders, recent and future books of mortgage business are
expected to bring healthy gains.

Throughout the economic crisis, as the FHA’s fiscal health faced challenges, this
Administration took swift and effective action to protect the FHA and the American
taxpayer alike, as FHA continued to fulfill its dual mission of supporting the hous-
ing market during tough times and providing access to homeownership for under-
served populations. FHA is currently insuring the strongest loans in its history. In
contrast to legacy loans, and thanks in large part due to changes the Administration
has put in place regarding pricing, lender enforcement, and risk reduction, the
books of business FHA has insured since 2010 are vastly superior to any others
from recent years, as measured by early delinquencies and other metrics. In addi-
tion, the Administration has raised annual insurance premiums for most FHA mort-
gages by 0.8 percentage points, greatly increasing revenue for the FHA fund. And
healthier house prices have reduced FHA losses on defaulted mortgages.

Due to the higher quality and large volume of current loans, we project FHA will
generate $18 billion in receipts during fiscal year 2013, including $3 billion gen-
erated from the new premium increase that went into effect April 1, 2013, and re-
versal of a policy that caused FHA to forfeit collection of mortgage insurance pre-
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mium (MIP) after a loan reached 78 percent of its original principal balance. Fur-
ther, as a result of these same changes, the fiscal year 2014 budget projects FHA
receipts of almost $13 billion, even as FHA market share and loan volume continues
to be reduced (down to 13.9 percent according to U.S. Housing Market Conditions
Report, 3rd quarter 2012).

For FHA’s legacy loans, the President’s budget forecasts the FHA Mutual Mort-
gage Insurance (MMI) Fund, which provides the fiscal capital to support FHA’s sin-
gle family and reverse mortgage guarantees, will use $943 million of its mandatory
appropriation authority to supplement its reserves at the end of fiscal year 2013.
The MMI Fund currently has approximately $32 billion in cash available to pay
claims, so this is not a cash problem; it is one of setting the right size of loan loss
reserves aside. The $943 million figure is based on an annual Office of Management
and Budget (OMB) re-estimate of the reserves FHA will need to hold as of Sep-
tember 30, 2013, for the payment of expected losses over the next 30 years on its
portfolio of guaranteed loans as of last September, based upon Federal Credit Re-
form Act (FCRA) scoring. This potential appropriation is largely due to the existing
reverse mortgage (HECM) portfolio. This product, particularly as it has been struc-
tured to date, is sensitive to home prices and economic conditions. This results in
a negative value of $5.248 billion and a disproportionately negative impact to the
Fund from the HECM program. The actual need for a mandatory appropriation
from the Treasury General Fund to the MMI fund will not be determined until Sep-
tember 2013, and will be based on FHA’s realized revenues through the end of the
fiscal year. Notably, any mandatory appropriation to FHA would not involve ap-
proval from Congress, as all Federal loan programs have this standing authority.
As we consider this potential appropriation, let us not forget that FHA played a cru-
cial, countercyclical role in bringing the housing market from the brink of collapse
to a place where it is positive and growing again.

GOAL 2: MEET THE NEED FOR QUALITY, AFFORDABLE RENTAL HOMES

In an era when more than one-third of all American families rent their homes and
over 8.5 million unassisted families with very low incomes spend more than 50 per-
cent of their income on rent and/or live in severely inadequate conditions, it is more
important than ever to provide a sufficient supply of affordable rental homes for
low-income families—particularly since, in many communities, affordable rental
housing does not exist without public support. HUD’s fiscal year 2014 budget main-
tains HUD’s core commitments to providing rental assistance to some of our coun-
try’s most vulnerable households as well as distributing housing, infrastructure, and
economic development funding to States and communities to address their unique
needs. Overall, 84 percent of HUD’s total fiscal year 2014 budget authority re-
quested will provide rental assistance to over 5.4 million residents of HUD-sub-
sidized housing, including public housing and HUD grants to homeless assistance
programs. And, I am proud to say that, despite an era of challenging budgets, we
have increased the number of families served through our rental assistance pro-
grams every year.

Families Receiving HUD Rental and Homeless
Assistance
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Detailed data shows how vulnerable these families are to the economic downturn.
In HUD’s core rental assistance programs, including tenant-based rental assistance
(TBRA), public housing and project-based rental assistance (PBRA): 72 percent of
families are extremely low-income (below 30 percent of area median income) and an
additional 20 percent are very low-income (below 50 percent of area median income).
The devastating effect of the tough economic environment on the housing cir-
cumstances of poor Americans was underscored this year, when HUD released its
latest Worst Case Housing Needs study results. HUD defines worst case needs as:
renters with very low incomes who do not receive Government housing assistance
and who either pay more than half their income for rent, live in severely inadequate
conditions, or both. The report showed an increase of 43.5 percent in worst case
needs renters between 2007 and 2011. This is the largest increase in worst case
housing needs over a 4-year period in the quarter-century history of the survey. The
need for HUD investments in this area is clear.

Preserving Affordable Housing Opportunities in HUD’s Largest Programs

This budget provides $20 billion for HUD’s section 8 TBRA program, which is the
Nation’s largest and preeminent rental assistance program for low-income families.
For over 35 years it has served as a cost-effective means for delivering safe and af-
fordable housing in the private market. This 2014 funding level is expected to assist
approximately 2.2 million families by renewing existing vouchers and issuing new
incremental vouchers to homeless veterans.

The budget also provides a total of $6.6 billion to operate public housing and mod-
ernize its aging physical assets through the public housing operating ($4.6 billion)
and capital ($2 billion) funds, a critical investment that will help approximately 1.1
million extremely low- to low-income households obtain or retain housing. Similarly,
through a $10.3 billion request in funding for the PBRA program, the Department
will provide rental assistance funding to privately owned multifamily rental housing
projects to serve over 1.2 million families nationwide.

Reducing Administrative Burdens and Increasing Efficiency

This budget recognizes the need to simplify, align, and reform programs to reduce

administration burdens and increase efficiency across programs by:

—Enabling PHAs To Combine Operating and Capital Funds.—To both simplify
the program and reduce the administrative burden on State and local public
housing authorities, the budget provides all PHAs with full flexibility to use
their operating and capital funds for any eligible capital or operating expense.

—Providing Flexibility for Public Housing Authorities To Improve Supportive
Services for Assisted Households.—The budget proposes streamlining and flexi-
bility measures to help PHAs improve supportive services for assisted families.
The Family Self-Sufficiency (FSS) program will be consolidated and aligned to
enable PHAs to more uniformly serve both TBRA and public housing residents.
This program aims to connect residents to resources and services to find and
retain jobs that lead to economic independence and self-sufficiency. In addition,
the budget authorizes PHAs to use a portion of their public housing and TBRA
funding to augment case management and supportive services coordination pro-
vided through FSS or provide other supportive services to increase opportunities
for residents.

—Expanding the Moving To Work (MTW) Program.—The budget proposes to scale
up the Moving To Work (MTW) program, which gives high-performing State
and local public housing authorities (PHAs) various flexibilities in their use of
Housing Choice Voucher and public housing funds. In exchange for this flexi-
bility, PHAs will help design and test innovative policies to support self-suffi-
ciency and other positive outcomes for families, streamline and consolidate pro-
gram delivery, and reduce long-term costs. In addition, PHAs will report on out-
comes associated with their MTW activities, and those that choose to implement
work requirements, time limits on assistance, or major rent reform initiatives
will participate in rigorous evaluations.

Rebuilding Our Nation’s Affordable Housing Stock

Over the last 75 years, the Federal Government has invested billions of dollars
in the development and maintenance of public and multifamily housing, which serve
as crucial resources for some of our country’s most vulnerable families. Despite this
sizable Federal investment and the great demand for deeply affordable rental hous-
ing, we continue to see a decline in the number of available affordable housing
units. Unlike other forms of assisted housing that serve very similar populations,
the public housing stock is nearly fully reliant on Federal appropriations from the
Capital Fund to make capital repairs. Funding and regulatory constraints have im-
paired the ability for these local and State entities to keep up with needed lifecycle
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improvements. The most recent capital needs study of the public housing stock, com-
pleted in 2010, estimated the backlog of unmet need at approximately $26 billion,
or $23,365 per unit. Available funding is vastly insufficient to meet accruing needs
of approximately $3 billion per year. Under the strain of this backlog, and without
financing tools commonly available to other forms of affordable housing, the public
housing inventory loses an average of 10,000 units annually through demolitions or
dispositions.

Rental Assistance Demonstration

In addition to the public housing stock, the Rental Assistance Demonstration
(RAD) program targets certain “at-risk” HUD legacy programs. The 24,000 units as-
sisted under section 8 Moderate Rehabilitation (MR) are limited to short-term re-
newals and constrained rent levels that inhibit the recapitalization of the properties.
The approximately 21,000 units assisted under Rent Supplement (RS) and Rental
Assistance Program (RAP) have no ability to retain long-term project-based assist-
ance beyond the current contract term. As a result, as their contracts expire, we can
no longer depend on these projects to be available as affordable housing assets.

Conversion to long-term section 8 rental assistance, as permitted under RAD, is
essential to preserving these scarce affordable housing assets and protecting the in-
vestment of taxpayer dollars these programs represent. Long-term section 8 rental
assistance allows for State and local entities to leverage sources of private and pub-
lic capital to rehabilitate their properties. While the Department expects and con-
tinues to process public housing conversions of assistance without additional sub-
sidy, HUD requests $10 million in fiscal year 2014 for the incremental subsidy costs
of converting assistance under RAD for very limited purposes. Such funding will be
targeted only to public housing projects that are: (1) not feasible to convert at cur-
rent funding levels; and (2) located in high-poverty neighborhoods, including des-
ignated Promise Zones, where the Administration is supporting comprehensive revi-
talization efforts. The Department estimates that the $10 million in incremental
subsidies will support the conversion and redevelopment of approximately 3,300
public housing units that would not otherwise be feasible to convert and sufficiently
stabilize over the long-term, while helping to increase private investment in the tar-
geted projects and surrounding neighborhoods.

In addition to the funding request, each of the legislative requests in the 2014
budget for RAD are designed to allow for maximum participation by those PHAs
and owners whose current funding levels are sufficient for conversion. In the first
component of RAD, an increase in the 60,000 unit cap to 150,000 units, and the ex-
clusion of section 8 MR properties from the cap will both allow for a greater portion
of both the public housing and MR stock that can convert at no cost to the Federal
Government to participate in the demonstration.

Small Building and Housing Finance Agency Securitization

Nearly a third of the Nation’s renters, more than 20 million households, live in
small, unsubsidized housing. These 5- to 49-unit properties tend to be owned by
small businesses—the engines of our communities—and are typically more afford-
able to low- and moderate-income families. But these properties are at risk of con-
tinued disinvestment because they can be expensive to finance. Small building own-
ers are less likely than other multifamily property owners to be able to secure fi-
nancing to make repairs and improvements. Small properties are less likely to have
mortgage financing (86 percent of large multifamily properties are mortgaged, com-
pared to 61 percent of small multifamily properties). Just 14 percent of all fiscal
year 2010 FHA-insured properties were for projects with fewer than 50 units.

To address this problem, the fiscal year 2014 budget includes a legislative provi-
sion to support small building finance, and to strengthen the Risk Share program
as a rental finance tool, seeks Congressional authority for Ginnie Mae to guarantee
securities containing FHA Multifamily Risk Share loans, thereby increasing liquid-
ity and decreasing cost of capital. This proposal would apply to both State and local
Housing Finance Agency Risk Share lenders under section 542(c) and new Risk
Share lending under section 542(b). The proposal would also amend section 542(b)
of the statute to allow for flexibility in how affordability is determined in order to
make it a more effective tool to recapitalize existing naturally affordable 5-49 unit
rental properties.

Increasing the Production of Affordable Housing Capital Projects

In addition to developing tools to address the growing capital needs of America’s
public housing stock, HUD is committed to expanding the supply of affordable rent-
al homes in safe, mixed-income communities that provide access to jobs, good
schools, transportation, and most importantly, economic self-sufficiency. Accordingly,
in fiscal year 2013 HUD is working together with its partners to identify ways to
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make the Low Income Housing Tax Credit (LIHTC) program a more flexible and
nimble tool for the creation and preservation of affordable housing. As the primary
tool of the Federal Government for developing and rehabilitating affordable rental
housing, the LIHTC program is administered by State agencies with assistance and
guidance from the Treasury Department and the Internal Revenue Service. It at-
tracts capital to low-income rental housing by satisfying some of the Federal income
tax obligations of investors in certain low-income rental properties.

Since its addition to the tax laws in 1986, the LIHTC program has been used to
create 1.8 million in affordable rental-housing units across the country. Annually,
the program supports 95,000 jobs and generated $2.7 billion in State, local, and Fed-
eral revenues. In fiscal year 2014, as part of an ongoing effort to better align Fed-
eral rental programs, HUD, the Departments of Treasury and Agriculture, the Do-
mestic Policy Council (DPC), the Office of Management and Budget (OMB), and the
National Economic Council (NEC) will continue partnering to allow greater flexi-
bility to State and local agencies that administer LIHTC programs, as well as to
developers and investors, to continue to enable the creation of affordable housing
in markets where it is needed the most.

Specifically, the revenue provisions of the 2014 budget update several revenue
proposals that were included in the 2013 budget, and the budget also introduces two
new proposals:

—A new proposal for Private Activity Bond Conversion authority that will create
much needed flexibility in how States implement the LIHTC program. Specifi-
cally, this request will allow States to convert a portion of their tax-exempt Pri-
vate Activity Bond authority (volume cap) into allocated (so-called 9 percent)
LIHTCs to accomplish several goals. First, for many complex preservation
projects this proposal eliminates the need for going through unnecessary bond
issuance procedures, which reduces transaction costs. Second, not only does the
proposal allow States to increase their pool of 9 percent credits, but it brings
more projects into the competitive LIHTC allocation process. This effectively
gives States more authority to better prioritize projects with limited resources.
Third, it would let States avail themselves of the greater flexibility that they
have to increase eligible basis (and thus to increase credits) for high-priority
projects that are subject to the LIHTC allocation cap (as compared with projects
subject to the tax-exempt bond cap).

—A new proposal for a Selection Criterion for Preservation of Affordable Housing.
Adding this criterion to Qualified Action Plans under IRC Sec. 42(m)(1)(C) will
encourage States to consider how to address the preservation needs of afford-
able housing.

—A modification and permanent fix to the Congress’ temporary 9 percent credit
floor provisions in HERA and the American Taxpayer Relief Act of 2012. This
proposal to improve the computation of allocated credit rates will revise the
present value formula for allocated LIHTCs to increase the annual credit per-
centage rate and more accurately reflect market practice.

—An income averaging proposal from the President’s fiscal year 2013 budget that
would encourage a greater range of incomes in LIHTC-supported affordable
housing by allowing developers to choose an income-limitation requirement that
would be satisfied if households in the low-income units have an average income
no greater than 60 percent of AMI, with no household above 80 percent AMI.
An additional provision would allow certain existing tenants to remain in resi-
dence without impairing the developer’s entitlement to LIHTCs.

—A LIHTCs earned by Real Estate Investment Trusts (REITs) proposal from the
President’s fiscal year 2013 budget that is designed to diversify the pool of in-
vestors for LIHTCs and to increase the overall demand for LIHTCs. The pro-
posal would allow a REIT that earns LIHTCs to provide a tax benefit to its in-
vestors by paying them tax-exempt dividends in an amount almost triple the
amount of the REIT’s LIHTCs.

Finally, the recent Worst Case Housing Needs report underscores what has been
the case since well before the recent recession, namely, that extremely low-income
renters face the most severe housing shortage and cost burden of any Americans.
The 2014 budget once again proposes $1 billion in mandatory appropriations for the
Housing Trust Fund (HTF) to address this critical shortage of housing where it is
most desperately needed. Enacted in 2008, the HTF was designed to provide capital
resources to build and rehabilitate housing to fill this precise—and growing—gap in
the Nation’s rental housing market. The time has come for Congress to provide this
crucial funding.
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GOAL 3: UTILIZE HOUSING AS A PLATFORM FOR IMPROVING QUALITY OF LIFE

Stable housing provides an ideal platform for delivering a wide variety of health
and social services to improve economic, health, and broad-based societal outcomes.
For some, housing alone is sufficient to ensure healthy outcomes, while others re-
quire housing with supportive services to assist with activities of daily living or
long-term self-sufficiency, as well as proximity to crucial services. HUD’s fiscal year
2014 budget acknowledges this reality by making critical investments in housing
and supportive services, and partnering with other Federal agencies to maximize re-
sources and best practices. Moreover, these investments will save money in the long
term, by avoiding overuse of expensive emergency and institutional interventions.

Preventing and Ending Homelessness, Serving Our Nation’s Most Vulnerable

Nowhere is the relationship between housing and supportive services clearer than
in the successful efforts in communities around the country to address homeless-
ness, which have led to nearly 20 percent reductions in veterans homelessness and
a 10 percent reduction in chronic homelessness over the past 2 years.

Additionally, this work has yielded a substantial body of research, which dem-
onstrates that providing permanent supportive housing to chronically ill, chronically
homeless individuals and families not only ends their homelessness, but also yields
substantial cost saving in public health, criminal justice, and other systems. This
year’s budget once again invests in this critical effort, by providing $2.381 billion
in Homeless Assistance Grants, including competitive programs that annually serve
over 1.5 million homeless families and individuals. This includes funding for the
Emergency Solutions Grants program, which will continue the work of the Home-
lessness Prevention and Rapid Re-Housing Program (in the form of a $60 million
set aside)—funded by the Recovery Act—that in the last 3 years alone has helped
prevent or end homelessness for over 1.4 million people nationwide.

Moreover, HUD continues to focus on the unique needs of homeless veterans
through both its targeted homeless programs and its mainstream housing programs
using successful methods and interventions. Currently, an estimated one out of
every six men and women in our Nation’s homeless shelters are veterans, and vet-
erans are 50 percent more likely to fall into homelessness compared to other Ameri-
cans. HUD is committed to providing affordable housing units to this unique home-
less population, and has partnered with the Departments of Health and Human
Services (HHS) and Veterans Affairs (VA) to develop targeted approaches to serve
the homeless veteran populations. Accordingly, this budget includes $75 million for
HUD’s Veterans Affairs Supportive Housing (HUD-VASH) program, which com-
bines tenant-based voucher assistance with case management and clinical services
tailored to veterans and their families. This funding will provide 10,000 new vouch-
ers to help veterans move from our streets into permanent supportive housing, in
addition to the nearly 48,000 already allocated HUD-VASH vouchers, as well as the
10,000 vouchers that will be awarded through the fiscal year appropriation.

Investing in Leveraging and Serving Our Most Vulnerable

This budget provides a total of $526 million for the Housing for the Elderly and
Housing for Persons with Disabilities programs, which includes $40 million to sup-
port 4,100 additional supportive housing units. Doing more with less, the budget
proposes reforms to the Housing for the Elderly program to target resources to help
those most in need, reduce the up-front cost of new awards, and better connect resi-
dents with the supportive services they need to age in place and live independently.

Historically, HUD has provided both capital advances and operating subsidies to
nonprofit sponsors to construct and manage multifamily housing for low-income peo-
ple with disabilities. In an effort to maximize the creation of new affordable units
in a time of funding restraints, in fiscal year 2012 HUD began providing operating
assistance to State housing agencies that formed partnerships with State healthcare
agencies for service provision to low-income persons with disabilities. These funds
are used to set aside supportive units for this target population in affordable hous-
ing complexes whose capital costs are funded through Low-Income Housing Tax
Credits, HOME funds, or other sources. Investing section 811 funds under this au-
thority allows HUD to rely on the expertise of the State housing agencies to admin-
ister the award and on the State healthcare agency to identify the most critical pop-
ulation to be served and guarantee the delivery of appropriate services. In fiscal
year 2014, HUD is requesting similar authority for the Section 202 program. Draw-
ing on lessons learned from implementation in the section 811 program, HUD will
take advantage of efficiencies inherent in these same agencies’ oversight responsibil-
ities for tax credits, HOME funds or similar housing funding.
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GOAL 4: BUILD INCLUSIVE SUSTAINABLE COMMUNITIES FREE FROM DISCRIMINATION

The American economy suffers when significant numbers of its labor force experi-
ence individualized or systemic discrimination, or when families live in isolated
neighborhoods of concentrated poverty. An American economy built to last requires
an increased supply of affordable rental homes in safe, mixed-income communities
that provide access to jobs, good schools, transportation, high-quality services, and
most importantly, economic self-sufficiency. As such, HUD’s fiscal year 2014 budget
puts communities in a position to plan for the future and draw fully upon their re-
sources, most importantly their people.

Each year HUD dedicates approximately 15 percent of its funds to the capital
costs of housing and economic development projects throughout the country.
Through this investment, HUD and its partners are able to provide better opportu-
nities for people living in neighborhoods of concentrated poverty and segregation,
and offer choices that help families live closer to jobs and schools. Programs such
as the Community Development Block Grant (CDBG) and Choice Neighborhoods
provide funding for locally driven solutions to overarching economic development
challenges in areas of need. As with HUD’s rental assistance programs, HUD’s cap-
ital grants—including the Public Housing Capital Fund, Choice Neighborhoods,
CDBG, and HOME—are focused on assisting areas of great need, including commu-
nities with high unemployment.

Preserving HUD’s Major Block Grant Programs for Community Development and
Housing

Through both formula and competitive grants, HUD has partnered with local or-
ganizations and State and local governments to fund innovative solutions to commu-
nity development challenges. Underpinning these partnerships is the fundamental
philosophy that local decisionmakers are best poised to drive a cohesive develop-
ment strategy, based on a keen perception of local needs and priorities. In fiscal
year 2014, HUD is requesting a total of $3.14 billion in funding for the Community
Development Fund. These programs aim to support economic development initia-
tives and projects that demonstrate the ability to connect private sector growth to
some of our country’s most distressed citizens and communities.

As part of CPD programming, the Community Development Block Grant (CDBG)
remains the largest and most adaptable community and economic development pro-
gram in the Federal portfolio for meeting the unique needs of States and local gov-
ernments. Since its inception in 1974, CDBG has invested over $135 billion in eco-
nomic development at the local level, investing in infrastructure, providing essential
public services and housing rehabilitation, and creating jobs primarily for low-and
moderate-income families. In fiscal year 2014, HUD is requesting that $2.8 billion
in CPD funds be dedicated to the CDBG formula program. Altogether, CDBG fund-
ing annually reaches an estimated 7,000 local governments across the country, in
communities of all shapes and sizes.

To begin to respond to concerns that CDBG formula funds need to be better tar-
geted to need and be used more effectively, the budget proposes several reforms to
the program. The budget includes changes to establish a minimum CDBG grant
threshold and eliminate the community “grandfathering” provision. This will ensure
that communities receive grants large enough to be effective in advancing the goals
of the program. Local governments affected by these changes would not lose access
to CDBG funding; funding would be available through an urban county or State-
administered CDBG program. In addition to better targeting CDBG formula funds,
the budget provides $200 million in community development funding for a new com-
petitive grant program targeted to areas hardest hit by the foreclosure crisis and
specific activities that support neighborhood stabilization. Where appropriate, these
grants will be linked to the above-mentioned Promise Zones initiative. HUD will
seek input from stakeholders over the coming months regarding further pro-
grammatic changes that would improve the targeting of CDBG formula funds and
strengthen their accountability and performance.

Often, CDBG dollars alone are not sufficient to complete crucial economic develop-
ment projects that communities desperately need. In those instances, HUD offers
another potent public investment tool in the form of the Section 108 Loan Guar-
antee program. Section 108 is the loan guarantee provision of the CDBG program
and allows States and local governments to leverage their CDBG funds into feder-
ally guaranteed loans in order to pursue large-scale physical and economic invest-
ment projects that can revitalize entire neighborhoods or provide affordable housing
to low- and moderate-income persons. In fiscal year 2014, HUD is requesting Sec-
tion 108 loan guarantee authority of $500 million and is proposing to implement a
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fee-based program that will eliminate the need for budget authority to cover the pro-
gram’s credit subsidy.

Assisting Native Americans and Native Hawaiians

Through innovative programming, HUD has found new ways to partner with
American Indian and Alaska Native tribal governments to help these communities
craft and implement sustainable, locally driven solutions to economic development
challenges. HUD recognizes the right of Indian self-determination and tribal self-
governance, and has fostered partnerships that allow tribal recipients the flexibility
to design and implement appropriate, place-based housing programs according to
local needs and customs. In most of these communities, housing and infrastructure
needs are severe and widespread, disconnected from transportation networks and
isolated from key community assets including jobs, schools and healthcare facilities.
In fiscal year 2014, HUD is requesting a total of $739 million to fund programs that
will directly support housing and economic development in American Indian, Alas-
kan Native, and Native Hawaiian communities nationwide, including:

—$650 million for the Indian Housing Block Grant program, which is the single

largest source of funding for housing on Indian tribal lands today

—$70 million for Indian Community Development Block Grants, a flexible source

of grant funds for federally recognized tribes or eligible Indian entities, re-
uested within the Community Development Fund.

—%13 million for Native Hawaiian Housing Block Grant program, to develop

homeownership units as well as support the prevention of foreclosures and the
romotion of responsible homeownership.

—56 million for the Indian Housing Loan Guarantee Fund.

Transforming Neighborhoods of Poverty

The President has made it clear that we must build our economy from the middle
class out. But that necessity is imperiled when a fifth of America’s children live in
poverty, at a cost of $500 billion per year—fully 4 percent of GDP—due to reduced
skills development and economic productivity, increased later life crime, and poor
health, and a growing population lives with the problems of concentrated neighbor-
hood poverty—high unemployment rates, rampant crime, health disparities, inad-
equate early care and education, struggling schools, and disinvestment—all of which
isolate them from the global economy.

That’s why HUD’s fiscal year 2014 budget provides $400 million for the pro