THE FUTURE OF HOUSING IN AMERICA:
OVERSIGHT OF HUD'S PUBLIC AND
INDIAN HOUSING PROGRAMS

HEARING

BEFORE THE

SUBCOMMITTEE ON
HOUSING AND INSURANCE

OF THE

COMMITTEE ON FINANCIAL SERVICES
U.S. HOUSE OF REPRESENTATIVES

ONE HUNDRED FOURTEENTH CONGRESS

FIRST SESSION

JULY 10, 2015

Printed for the use of the Committee on Financial Services

Serial No. 114-40

&

U.S. GOVERNMENT PUBLISHING OFFICE
97-152 PDF WASHINGTON : 2016

For sale by the Superintendent of Documents, U.S. Government Publishing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



HOUSE COMMITTEE ON FINANCIAL SERVICES
JEB HENSARLING, Texas, Chairman

PATRICK T. McCHENRY, North Carolina,
Vice Chairman

PETER T. KING, New York

EDWARD R. ROYCE, California

FRANK D. LUCAS, Oklahoma

SCOTT GARRETT, New Jersey

RANDY NEUGEBAUER, Texas

STEVAN PEARCE, New Mexico

BILL POSEY, Florida

MICHAEL G. FITZPATRICK, Pennsylvania

LYNN A. WESTMORELAND, Georgia

BLAINE LUETKEMEYER, Missouri

BILL HUIZENGA, Michigan

SEAN P. DUFFY, Wisconsin

ROBERT HURT, Virginia

STEVE STIVERS, Ohio

STEPHEN LEE FINCHER, Tennessee

MARLIN A. STUTZMAN, Indiana

MICK MULVANEY, South Carolina

RANDY HULTGREN, Illinois

DENNIS A. ROSS, Florida

ROBERT PITTENGER, North Carolina

ANN WAGNER, Missouri

ANDY BARR, Kentucky

KEITH J. ROTHFUS, Pennsylvania

LUKE MESSER, Indiana

DAVID SCHWEIKERT, Arizona

FRANK GUINTA, New Hampshire

SCOTT TIPTON, Colorado

ROGER WILLIAMS, Texas

BRUCE POLIQUIN, Maine

MIA LOVE, Utah

FRENCH HILL, Arkansas

TOM EMMER, Minnesota

MAXINE WATERS, California, Ranking
Member

CAROLYN B. MALONEY, New York

NYDIA M. VELAZQUEZ, New York

BRAD SHERMAN, California

GREGORY W. MEEKS, New York

MICHAEL E. CAPUANO, Massachusetts

RUBEN HINOJOSA, Texas

WM. LACY CLAY, Missouri

STEPHEN F. LYNCH, Massachusetts

DAVID SCOTT, Georgia

AL GREEN, Texas

EMANUEL CLEAVER, Missouri

GWEN MOORE, Wisconsin

KEITH ELLISON, Minnesota

ED PERLMUTTER, Colorado

JAMES A. HIMES, Connecticut

JOHN C. CARNEY, JRr., Delaware

TERRI A. SEWELL, Alabama

BILL FOSTER, Illinois

DANIEL T. KILDEE, Michigan

PATRICK MURPHY, Florida

JOHN K. DELANEY, Maryland

KYRSTEN SINEMA, Arizona

JOYCE BEATTY, Ohio

DENNY HECK, Washington

JUAN VARGAS, California

SHANNON MCGAHN, Staff Director
JAMES H. CLINGER, Chief Counsel

1)



SUBCOMMITTEE ON HOUSING AND INSURANCE
BLAINE LUETKEMEYER, Missouri, Chairman

LYNN A. WESTMORELAND, Georgia, Vice EMANUEL CLEAVER, Missouri, Ranking

Chairman Member ;
EDWARD R. ROYCE, California NYDIA M. VELAZQUEZ, New York
SCOTT GARRETT, New Jersey MICHAEL E. CAPUANO, Massachusetts
STEVAN PEARCE, New Mexico WM. LACY CLAY, Missouri
BILL POSEY, Florida AL GREEN, Texas
ROBERT HURT, Virginia GWEN MOORE, Wisconsin
STEVE STIVERS, Ohio KEITH ELLISON, Minnesota
DENNIS A. ROSS, Florida JOYCE BEATTY, Ohio
ANDY BARR, Kentucky DANIEL T. KILDEE, Michigan

KEITH J. ROTHFUS, Pennsylvania
ROGER WILLIAMS, Texas

(I1D)






CONTENTS

Hearing held on:

JULY 10, 2015 ..ottt st
Appendix:

JULY 10, 2015 ..ottt sttt

WITNESSES
FriDAY, JULY 10, 2015

Castro Ramirez, Lourdes, Principal Deputy Assistant Secretary, Office of
Public and Indian Housing, U.S. Department of Housing and Urban Devel-

opment (HUD) ...oiiiiiiiiiiie ettt e e este e s stee e s ve e s envae s sssneeenseeas
Garcia-Diaz, Daniel, Director, Financial Markets and Community Investment,
U.S. Government Accountability Office (GAO) .....ccceeeveevieriierieniieieeeeeeee e
APPENDIX
Prepared statements:
Castro Ramirez, Lourdes ........cccocceeeriiieieiiiieeniiieeriieeesieeeeeee e e ssveeesveeeen
Garcia-Diaz, Daniel .........cccococeiiiiiiiiieiiec e

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

Kildee, Hon. Daniel:
Written responses to questions for the record submitted to Daniel Garcia-
DHAZ oo

%)






THE FUTURE OF HOUSING IN AMERICA:
OVERSIGHT OF HUD’S PUBLIC AND
INDIAN HOUSING PROGRAMS

Friday, July 10, 2015

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING
AND INSURANCE,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2128, Rayburn House Office Building, Hon. Blaine Luetkemeyer
[chairman of the subcommittee] presiding.

Members present: Representatives Luetkemeyer, Westmoreland,
Royce, Garrett, Pearce, Posey, Barr, Rothfus, Williams; Cleaver,
Velazquez, Green, Moore, Ellison, Beatty, and Kildee.

Ex officio present: Representative Waters.

Chairman LUETKEMEYER. The Subcommittee on Housing and In-
surance will come to order.

Without objection, the Chair is authorized to declare a recess of
the subcommittee at any time.

Today’s hearing is entitled, “The Future of Housing in America:
Oversight of HUD’s Public and Indian Housing Programs.”

Before I begin, I would like to thank the witnesses for appearing
before the subcommittee today. We look forward to your testimony.

And just as a sidenote, a housekeeping note: We expect votes
sometime between 10:15 and 10:30, so we will have to recess for
a period of time to go vote. And hopefully, we can get as much done
as we can between now and then. We will come back after that if
there are further questions or if we haven’t gone through the sub-
stantive issues of the day.

So, with that, I recognize myself for 3 minutes to give an opening
statement.

Since Fiscal Year 2002, the Federal Government has given more
than $550 billion to HUD. Sixty percent of annual funding goes to
the Office of Public and Indian Housing. The Section 8 budget
alone has increased 71 percent between Fiscal Years 2002 and
2013.

Unfortunately for HUD, success isn’t measured in the number of
Federal programs or in dollars spent, and I have heard no indica-
tion from anyone that the growing need is anywhere close to being
met.

Today we will hear from the lady in charge of managing the $26
billion annual budget and 1,300 employees. Ms. Lourdes Castro Ra-
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mirez isn’t a stranger to reform. She led the San Antonio Housing
Authority, a Moving to Work (MTW) agency, and during her ten-
ure, instituted a number of innovative changes that undoubtedly
made the agency more efficient while providing new opportunities
to residents.

Ms. Castro Ramirez, you are now in a position to allow other
housing authorities and advocates to innovate and improve the
services they deliver. It is my sincere hope that throughout your
tenure, you champion the flexibility and innovation that will help
pave the way for more efficient and modernized housing programs
across the Nation.

We will also hear from Daniel Garcia-Diaz of the Government
Accountability Office. Mr. Garcia-Diaz has extensive knowledge of
HUD’s housing programs and will testify on the progress HUD has
made on previous GAO recommendations. It is my hope that we
will hear that HUD has acted on these recommendations.

We spend a lot of time discussing the need for reform in our Na-
tion’s housing programs. It is particularly important that this year,
which marks the 50th anniversary of HUD’s creation, we take time
to understand what is and isn’t working and how success is meas-
ured in each office at the Department.

As T have stated in the past, the status quo isn’t good enough.
The reality is that the funding situation isn’t going to get better.
Despite even the best attempts, asking for more Federal dollars
isn’t the solution. It is time to roll up our sleeves and work to-
gether to build a stronger Office of Public and Indian Housing and
a better HUD.

I thank both witnesses for appearing today. I look forward to a
productive hearing.

And with that, I yield 5 minutes to the ranking member of the
subcommittee, the gentleman from Missouri, Mr. Cleaver, for an
opening statement.

Mr. CLEAVER. Thank you, Mr. Chairman.

And thank you very much to the witnesses. I think this sub-
committee is perhaps one of the most active subcommittees in the
House, certainly within the Financial Services Committee. So I ap-
preciate all of the attention that you have given and are giving to
the issues of housing.

I will keep my remarks under 3 minutes because of the change
in the schedule today and the voting.

I wanted to just emphasize the important work that HUD does
as it relates to Public and Indian Housing programs.

Since 1937, HUD has been in the business of trying to help the
lowest-income Americans receive affordable and sanitary housing.
And, although this Department was created as a result of what
happened in the Depression, the truth of the matter is the Great
Recession has already led to widespread losses in terms of housing
and wealth in this country. People all over the country are still try-
ing to recover from what happened during the Great Recession.

About 2.3 million individuals now live in over 1.1 million units
of public housing. And I always like to try to do this, because I
think there are a lot of misconceptions and misinformation. There
are almost 1 million children living in public housing—almost 1
million in this country living in public housing. Thirty-one percent
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of these households are led by the elderly, and 21 percent of the
non-elderly are disabled. So about 52 percent of the individuals liv-
ing in public housing either are elderly citizens, need some assist-
ance, or they are disabled and need some assistance. And then, we
have all of these children.

So, contrary to what is thrown out here, that public housing is
for healthy people who just want to lay up and watch big-screen
TVs, which I don’t know where you buy them, living in public hous-
ing, but that kind of thing has to be eliminated.

The average length of time for families living in public housing,
the non-elderly, disabled, is 6.8 years. I think that we have to do
everything we can to help them. And I think the housing choice
voucher program is one of the ways in which we can do that, and
hopefully we can get into that a little more.

I yield back the balance of my time.

Chairman LUETKEMEYER. I thank the gentleman.

With that, we will go to our witnesses.

We welcome you to the subcommittee.

A quick tutorial on our lighting system there in front of you: you
have 5 minutes to give your remarks. When you get to yellow, you
have 1 minute left. Red means stop or close your remarks as quick-
ly as possible. That same system will work whenever we are asking
our questions here.

So, with that, we welcome Ms. Lourdes Castro Ramirez, the Prin-
cipal Deputy Assistant Secretary for the Office of Public and Indian
Housing at HUD, to the subcommittee. You are now recognized for
5 minutes for your testimony.

STATEMENT OF LOURDES CASTRO RAMIREZ, PRINCIPAL DEP-
UTY ASSISTANT SECRETARY, OFFICE OF PUBLIC AND IN-
DIAN HOUSING, U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT (HUD)

Ms. CASTRO RAMIREZ. Thank you, Chairman Luetkemeyer and
Ranking Member Cleaver, for inviting me to testify this morning
about what has been my life’s work: providing quality affordable
housing for our Nation’s most vulnerable citizens and supporting
families and their efforts to improve their circumstances.

HUD serves 4.6 million households through its rental assistance
programs, with 3.3 million of them either living in public housing
or participating in the housing choice voucher program. As the
Principal Deputy Assistant Secretary for the Office of Public and
Indian Housing, I oversee the public housing and housing choice
voucher programs as well as the Office of Native American Pro-
grams, which provides affordable housing funds to 556 federally-
recognized tribes.

The vast majority of the 3.3 million households served are elderly
or disabled or families with children. In fact, elderly or disabled
adults represent 51 percent of all households, and families with
children represent 38 percent.

Rental assistance programs—

Chairman LUETKEMEYER. Ms. Ramirez, can you pull the micro-
phone around so they can hear you a little better? Thank you. We
are being recorded here, and they are having a little difficulty pick-
ing up your words.



Thank you very much.

Ms. CASTRO RAMIREZ. Okay.

Rental assistance programs help improve lives by providing ac-
cess to higher-quality housing, reducing homelessness, fostering
stability, and making it possible for families with children to focus
on improving their future.

I am deeply committed to working with Secretary Castro and the
HUD team to move forward a bold agenda that includes expanding
housing opportunities; promoting economic self-sufficiency; reduc-
ing family, youth, and veteran homelessness; bridging the digital
divide; and improving health and educational outcomes for our resi-
dents.

We also want to expand housing opportunities for the nearly 13.7
million low-income households who are not receiving housing as-
sistance and are paying more than half of their income on rent, live
in substandard housing, or both. Despite a 96 percent occupancy
rate in public housing and a 98 percent utilization level in the
house choice voucher program, HUD is only able to serve one in
four income-eligible households.

Since 1965, HUD has increased the number of households receiv-
ing housing assistance from 600,000 to 4.6 million. In the Indian
Housing Block Grant Program, over the life of that program, grant
recipients have built, acquired, or rehabbed 113 housing units.

Without providing this assistance, studies have shown that there
would be a dramatic increase in homelessness and in the number
of extremely-low-income families. The roof that we provide is mak-
ing a difference in addressing the consequences of poverty by pro-
viding access to decent, safe, and affordable housing and promoting
economic mobility.

It is important to note that a growing number, 42 percent, of
adults that are receiving rental assistance have a job and earn
wages.

Whether it is through the expansion of workforce development
programs like the Family Self-Sufficiency Program and Jobs Plus,
providing critical housing for veterans through the HUD-VASH
program, or creating public-private investments through the Rental
Assistance Demonstration and Choice Neighborhoods program,
HUD is providing millions with stability and a better future.

HUD’s rental assistance programs have been significantly under-
funded for several years. I know firsthand, as the former executive
director of the San Antonio Housing Authority, just how difficult it
is for public housing agencies to develop and preserve an adequate
supply of affordable housing. Despite these funding limitations,
HUD, in partnership with public housing agencies and Native
American communities, is doing its best to responsibly manage and
maximize scarce resources to provide good housing, build strong
neighborhoods, and promote opportunities.

The funding levels in the Fiscal Year 2016 housing appropria-
tions bill would make serving even our current program partici-
pants much more difficult. Let me give you an example. Compared
to the President’s budget, the House bill would serve roughly
100,000 fewer families in the housing choice voucher program. Not
only does the House bill fail to provide funding to help restore
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vouchers lost to sequestration, the funding level is also insufficient
to renew the 28,000 existing vouchers.

In summary, all of our work to expand access to higher-quality
affordable housing, create and preserve that housing, and to con-
nect residents to jobs and educational opportunities is about one
simple thing: providing more families with an opportunity to share
in the American Dream.

We appreciate the invitation to discuss HUD’s rental assistance
programs with our colleagues from the Government Accountability
Office. I thank you for the invitation, and I look forward to the con-
versation.

[The prepared statement of Ms. Castro Ramirez can be found on
page 26 of the appendix.]

Chairman LUETKEMEYER. Thank you, Ms. Ramirez.

I now recognize Mr. Garcia-Diaz, the Director of Financial Mar-
kets and Community Investment at GAO, for 5 minutes.

STATEMENT OF DANIEL GARCIA-DIAZ, DIRECTOR, FINANCIAL
MARKETS AND COMMUNITY INVESTMENT, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE (GAO)

Mr. GARCIA-Di1azZ. Thank you.

Chairman Luetkemeyer, Ranking Member Cleaver, and members
of the subcommittee, thank you for the opportunity to discuss
GAOQO’s work on programs administered by HUD’s Office of Public
and Indian Housing (PTH).

PIH administers several programs including housing choice
vouchers, public housing, and Indian Housing Block Grants, that
assist the Nation’s poorest and most vulnerable households in ob-
taining safe, decent, affordable housing. PIH also operates pro-
grams designed to help assisted households become more economi-
cally independent through programs such as Moving to Work and
Family Self-Sufficiency.

My opening statement is based primarily on reports GAO issued
from 2012 through 2014 and will be limited to three areas: first,
HUD’s performance assessment of the MTW program; second, op-
portunities for greater efficiencies in the voucher program; and
third, general observations on key challenges faced by PIH.

The MTW program provides selected PHAs regulatory flexibili-
ties to design and test new models for administering their public
housing and voucher programs. Because MTW agencies are testing
new ideas to improve agency and tenant outcomes, robust assess-
ment is necessary to determine the relative success of different pro-
gram models.

However, in our April 2012 report on MTW, we identified a num-
ber of weaknesses that limited HUD’s ability to determine out-
comes in light of the program’s objectives, including a lack of per-
formance indicators and inconsistent information reported by indi-
vidual MTW agencies.

We are happy to report that HUD has implemented three of our
four recommendations addressing these weaknesses. For example,
in May 2013, HUD revised its reporting policies to require MTW
agencies to disclose quantifiable, outcome-oriented information on
their activities. In 2013, HUD established standard measures that
correlate with the program’s statutory objectives. In addition, HUD
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has recently provided us with information on the steps it will take
to identify lessons learned in a more rigorous fashion. We are cur-
rently reviewing this information.

I now turn to PIH’s largest program, the housing choice vouch-
ers.

In our 2012 report, we found that improved information on the
level of subsidy reserves that PHA should maintain could aid budg-
et decisions and reduce the need for new appropriations or be used
more effectively to assist additional households. Unused subsidy
funding can accumulate in reserve accounts when PHAs are not
able to spend all the funding they receive in a given year. HUD has
requested the authority to offset and in some cases redistribute ex-
cess reserves, but HUD has not developed specific or consistent cri-
teria defining what constitute excess reserves and how it would re-
distribute funding among PHAs, as we recommended in our 2012
report. I have received recent information that HUD is starting to
take action on that recommendation.

Another area for potential efficiencies involves streamlining the
administration of the voucher program. We recommended in our
2012 report that HUD consider proposing to Congress options for
streamlining the program’s administrative requirements. HUD has
implemented our recommendation. Specifically, HUD proposed a
number of statutory changes in its recent budget request. After re-
ceiving authorization in 2014, HUD published a proposed rule in
January of this year that would permit, among other things, PHAs
to conduct streamlined reexaminations of families with fixed in-
come. HUD expects to publish a final rule by the end of the year.

I would like to conclude by briefly mentioning three ongoing chal-
lenges that PIH will have to continue to manage.

First, improper payments. Public housing and vouchers are
among the programs at risk of having improper payments. We have
noted that HUD has significantly reduced improper payments since
2000. Further reductions will require sustained management atten-
tion.

Second, preservation of public housing units. A 2010 report esti-
mated $26 billion in capital needs for public housing. HUD has
multiple efforts under way that may help address these needs.
Continued HUD oversight of implementation of preservation efforts
will be critical to its success.

Finally, PHA monitoring. Work conducted by GAO and the IG
have identified issues with the effectiveness of HUD’s tools for
monitoring PHAs. The large number of PHAs nationwide and the
significant physical and financial challenges some of them face
highlight the importance of effective HUD oversight.

This concludes my opening remarks. I would be glad to answer
any questions you may have.

[The prepared statement of Mr. Garcia-Diaz can be found on
page 36 of the appendix.]

Chairman LUETKEMEYER. We thank Mr. Garcia-Diaz for his tes-
timony.

And, without objection, the written statements of both witnesses
will be made a part of the record as well.

Let me begin by recognizing myself for 5 minutes for questioning.
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Ms. Castro Ramirez, as I understand it, the overwhelming major-
ity of PIH funding is spent through formula grants. Yet, you have
a staff of more than 1,300. What do these 1,300 employees do if the
bulk of your budget is billed out through formula grants?

Ms. CASTRO RAMIREZ. Thank you, Mr. Chairman, for the ques-
tion.

As it relates to the Office of Public and Indian Housing and the
responsibility that we have to manage a $26 billion budget with
1,300 staff members, as we all know, we are entrusted to ensure
that these dollars are spent to enhance and provide adequate hous-
ing. And so the employees who work in the Office of Public and In-
dian Housing are responsible for ensuring that the regulatory re-
quirements, statutory requirements of these programs are being
monitored. They are also responsible for ensuring that we are
tracking performance.

And they are also responsible for providing adequate technical
assistance and oversight in the field level. We have a number of
field offices across the United States that work closely with PHAs
and also with Native American communities to ensure that the
local needs, the local housing needs, of their citizens and residents
of those communities are appropriately addressed.

Chairman LUETKEMEYER. Okay. You said you are tracking per-
formance. Do you have some metrics to show or that you are fol-
lowing to show success for your programs?

Ms. CASTRO RAMIREZ. Yes, we do have some metrics, Mr. Chair-
man.

One metric is our occupancy rate in public housing. Since this
Administration, since President Obama’s Administration, occu-
pancy in public housing has increased significantly. Six years ago,
it was at about 90 percent. We are now at 96 percent.

Another measurement of performance is how well public housing
agencies are spending their dollars to serve families from the wait-
ing list. As I indicated in my testimony, 98 percent of housing
choice voucher dollars are being used.

Chairman LUETKEMEYER. Mr. Garcia-Diaz, you are the ones who
sort of look over everybody’s shoulders, make sure things are being
done right. And I am sure you have some ideas. Do you believe
1,300 employees are necessary to oversee this program when a lot
of it is done on a contract basis?

Mr. GARCIA-D1AZ. While the funding of the programs is formula-
based, extensive oversight is required of the individual PHAs.
There are over 3,300 of them of varying size and complexity. I can’t
comment if 1,300 is exactly the right number or not, but that is the
kind of assessment that we would hope HUD would be doing.

As these programs are changing and evolving through things like
MTW, we would hope that HUD is looking at their structure, their
organizational structure, to make sure that it is responsive to the
current program needs and make any changes that they need to.

Chairman LUETKEMEYER. Okay. I guess the question is, are they
being well-managed and are they being well-run? Are those 1,300,
are they doing their job, or do we have some waste there?

Mr. GARCIA-DIAZ. Again, we haven’t looked at that particular
issue.

Chairman LUETKEMEYER. Okay.
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With regards to the number of vouchers that go unused, it looks
like we have stagnated between the 92 percent range to the 90 per-
cent range. Why do you believe that is so, Mr. Garcia-Diaz?

Mr. GARCIA-D1AZ. Was it regarding the public housing—

Mr. LUETKEMEYER. Yes.

Mr. GARCIA-DIAZ. —occupancy—

Chairman LUETKEMEYER. Yes. Section 8.

Mr. GARCIA-DIAZ. —or Section 8?

Chairman LUETKEMEYER. The Section 8 tenant-based voucher
programs from 2011 to the present have stagnated in the 90 per-
cent to 92 percent range.

Mr. GARCIA-DiAzZ. Okay. There is a variety of reasons that could
explain why not all the funding in the Section 8 programs gets uti-
lized. And it could be partly the PHA and their ability to manage
the program to their optimal occupancy rate. That requires PHAs
to manage attrition in the program. And so, depending on how ef-
fectively they manage that process, you could have a situation
where they don’t utilize all of the funding for that program.

Chairman LUETKEMEYER. Ms. Ramirez, what do you think is the
reason for that?

Ms. CASTRO RAMIREZ. There are several reasons. In addition to
what Mr. Garcia-Diaz mentioned, I would specifically stress that
not providing sufficient funding to housing agencies to administer
the housing choice voucher has decreased and impacted their abil-
ity to deliver this program appropriately.

As an example, in the last few years the administrative fee,
which supports the housing agencies’ ability to be able to use those
vouchers, has been cut by about 25 percent. In some cases, we have
received requests from housing agencies that are administering the
housing choice voucher program that they can no longer manage or
administer the program because there is not sufficient funding.

Chairman LUETKEMEYER. Thank you. I see my time is up.

With that, I will recognize the ranking member for 5 minutes,
the distinguished gentleman from Missouri, Mr. Cleaver.

Mr. CLEAVER. Thank you, Mr. Chairman.

And thank you. I failed to thank you in my opening comments,
but thank you for being here.

I was on the city council in 1990 and elected to mayor in 1991,
and President Bush—and it is little discussed—President Bush, the
first, promoted and eventually signed into law one of the best-kept
secrets of HUD, I think. It is called the Family Self-Sufficiency Pro-
gram. It is, I think, very creative. It allows for the promotion of
employment, and it asks that expansion for residents.

But maybe it would be of some help if you shared just an over-
view of the program, because, since I have been on this committee,
which is 11 years, I am not sure we have ever talked about it, and
I guess one of the reasons is because it works well. So would you,
Ms. Ramirez, please?

Ms. CASTRO RAMIREZ. Yes. Thank you, Representative Cleaver,
for the question regarding the Family Self-Sufficiency Program.

The Family Self-Sufficiency Program is a program that has been
proven to improve the economic standing and opportunities for the
families that we serve both in public housing and the housing
choice voucher program. Specifically, one of the key elements of the
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Family Self-Sufficiency Program is for public housing staff to work
closely with participants to develop a 5-year plan that leads to em-
ployment, educational opportunities, and, in many cases, to home-
ownership.

Let me share with you two important performance figures or
metrics. In the first year of participating in the Family Self-Suffi-
ciency Program, 71 percent of adults who participate show an in-
crease in their income. Another important metric is we are moni-
toring homeownership rate at the end of the FSS program, and, in
2014, 11 percent of FSS graduates, those that have completed the
program, moved into homeownership, became homeowners.

Mr. CLEAVER. And after the 5 years, what happens to the money
that they have been paying for the increased rental rate?

Ms. CASTRO RAMIREZ. Yes. So, during the course of the 5-year
program, families, as their incomes increase, there is an escrow
that is set aside that allows for families to be able to save those
dollars for homeownership, for education, or for expenses related to
the goals that they want to achieve.

Mr. CLEAVER. So they are able to collect that money that—

Ms. CASTRO RAMIREZ. Yes.

Mr. CLEAVER. —they have actually been paying?

I am not sure how many people are aware that I had to appoint
the housing authority, as mayor, and became extremely supportive
of this program, because my residents, my citizens, were involved
in the program and they were praising it.

And I just think—you know, I was in a parade on Saturday. And
one person, as I was walking down the street, only one person out
of maybe 3,000 wouldn’t take my candy. And I focused the rest of
the day on this one person. Now, 2,999 took it; I focused on one.
And I think it is a human characteristic that maybe we can’t move,
but we tend to go to the negative. And the programs that are func-
tioning, I think, like this program, many of the Members may not
even know about it because that is not what humans do. So I ap-
preciate that explanation of the program.

And I yield back the balance of my time.

Chairman LUETKEMEYER. The gentleman yields back.

With that, we go to the distinguished gentleman from Georgia,
the vice chairman of the subcommittee, Mr. Westmoreland, for 5
minutes.

Mr. WESTMORELAND. Thank you, Mr. Chairman.

Ms. Ramirez, are you familiar with the Small Housing Authority
Reform Program proposal, the SHARP?

Ms. CASTRO RAMIREZ. Yes, I am somewhat familiar with it.

Mr. WESTMORELAND. We have met with all of our—well, 90 per-
cent of our housing authorities in the district, and they are very
concerned. Most of my authorities are of the smaller type—35, 50,
70 units. And they are very concerned about some of the regula-
tions and requirements that are put on them.

Is there anything that you can think of that HUD could do ad-
ministratively, some things out of this proposal, that could be put
into effect immediately?

Ms. CAasTRO RAMIREZ. Yes, Representative. Thank you very much
for the question.
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I am keenly aware that many of the housing agencies that par-
ticipate in and administer these programs are small housing au-
thorities. And so our Department is focused on greater efficiency
and also identifying opportunities for flexibility and reducing ad-
ministrative burden.

Three examples that I would provide of the efforts: First, in the
President’s budget, there is language that would enable PHASs to be
able to have flexibility and fungibility in the use of their capital
funds and their operating funds, up to 30 percent. So, greater flexi-
bility in terms of the use of those dollars.

Second, we are finalizing a streamlining rule that will enable
small PHAs and also large PHAs to exercise some additional flexi-
bilities, such as moving to triannual certifications.

And lastly, the physical needs assessment, we are in the process
of developing a proposed rule to exempt small PHAs.

Mr. WESTMORELAND. Thank you. Because I think if you will go
and especially if you want to come visit some in my district, you
will find that these are very well-kept, very well-managed, resi-
dents love them, but they are under a tremendous amount of pres-
sure on some of the things that they have to do.

Let me ask you again, you came from the San Antonio Public
Housing Authority, which is a Moving to Work authority, is that
correct?

Ms. CASTRO RAMIREZ. That is correct.

Mr. WESTMORELAND. Do you think that the San Antonio bene-
fited from the Moving to Work status?

Ms. CASTRO RAMIREZ. Yes, I think it did benefit.

Mf{ WESTMORELAND. So you and I both are fans of Moving to
Work.

As a former director with the Moving to Work status, would you
ever want to relinquish that Moving to Work status and go back
to just a normal public housing authority?

Ms. CASTRO RAMIREZ. I think that the Moving to Work program
provides greater flexibility and enables PHAs to address local
needs and to be innovative in the way that they address local af-
fordable housing needs.

There is also responsibility associated with being an MTW agen-
cy, including ensuring that the families who are being housed con-
tinue to be—that MTW agencies are doing their best to substan-
tially serve the same number of families.

So the flexibilities that are afforded through MTW—one of the
reasons why we are so focused on improving monitoring and eval-
uation, as mentioned by GAO, is because we believe that those in-
novative practices that are taking place within the MTW agencies
are practices and policies that could be scaled up.

But, in order for us to be able to identify those policies that are
working, we need more data, more evaluation. And, in fact, our Of-
fice of Policy Development and Research is in the process of under-
taking a comprehensive study that would enable us to identify
some of those best practices.

Mr. WESTMORELAND. Most of us who have visited our public
housing authorities (PHAs) and are lucky enough to have some of
the Moving to Work authorities in our district have seen the tre-
mendous progress that they have made. And we are trying to en-
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courage that, but it seems like HUD kind of pushes back on us,
when we want to help people. And we really don’t understand that.
So hopefully, we can work together and make some of this move
a little bit faster.

I yield back.

Chairman LUETKEMEYER. The gentleman’s time has expired.

With that, we go to the gentlelady from California, the distin-
guished ranking member of the full Financial Services Committee,
Ms. Waters.

Ms. WATERS. Thank you very much.

I would like to continue this conversation about Moving to Work
programs. And let me just say that I think that probably every
Member of Congress and certainly members of this committee
would like to see people working, we would like to see them inde-
pendent, we would like to see them earning money and being able
to live where they want to live.

So when we talk about Moving to Work, those of us who question
it are not opposed to people becoming independent and being able
to make choices in their lives. But we don’t understand this Moving
to Work program. There are currently 39 Moving to Work agencies
with 430 units, or 13 percent of the total stock, and, after 20 years,
there is nothing to show for it.

So we find that, supposedly, we are told that in these Moving to
Work programs that people are employing work requirements, time
limits, higher rent requirements, et cetera, et cetera. But Moving
to Work agencies in 2014 shifted to other purposes or left unspent
$590 million of their voucher subsidy funds, which they could have
used to support 63,000 additional vouchers. And they used 81 per-
cent of their total appropriated voucher funds for vouchers, mean-
ing they spent 19 percent on other things, including reserves, on
and on and on.

So why don’t we know the results of Moving to Work programs?
Who can tell us about the success of them in real numbers? How
many people were trained, were given jobs? How many people
transitioned out of public housing into market-rate housing? What
is going on with voucher programs?

It sounds good. Moving to Work sounds excellent. And for people
who think that everybody in public housing is worthless and don’t
want to work—and they can get up and they can pound their fist
and talk about this great Moving to Work program. It sounds good.
But what is it, Ms. Ramirez? Tell me about Moving to Work and
the success of it.

Ms. CASTRO RAMIREZ. Thank you, Representative Waters, for the
question regarding Moving to Work.

In the President’s budget, our Department is proposing a modest
increase in the number of MTW agencies by 15 new MTW agencies
that would have to be high-performing agencies. And one of the
reasons why we are proposing a very modest increase is because
we agree with the statements that you have made, that it is very
important for us to be able to have good performance information,
good metrics that demonstrate the positive impact and also that
demonstrate the policies that have not worked to ensure that as
the Moving to Work demonstration and designation grows, we are
very mindful about the policies that are being implemented.
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I would just share, in my experience, in San Antonio, as a Mov-
ing to Work agency, we did not have time limits. The focus there
was about partnering with agencies to bring in workforce develop-
ment and education programs. And we did develop very specific
metrics. And I think one of the challenges in terms of macro infor-
mation is that each agency has developed very specific plans to
their local need—

Ms. WATERS. Okay. And I am going to interrupt you for a mo-
ment because—

Ms. CASTRO RAMIREZ. Yes.

Ms. WATERS. —I only have a short period of time left.

Ms. CASTRO RAMIREZ. Thank you.

Ms. WATERS. But why don’t you take the Moving to Work pro-
grams now and start demanding the information, come up with
some standards, so that you could get some credible information,
instead of expanding on Moving to Work that has not proven or
shown what they can do?

I know a lot about this. I created programs in South Central Los
Angeles that I actually wrote using Wagner-Peyser moneys and
Project Bill in Nickerson Gardens, Jordan Downs, and all those
public housing programs. I know what can be done. But I just don’t
see Moving to Work doing any of that.

And why are you expanding? Take the ones that are already in
existence and get that information from them.

Ms. CASTRO RAMIREZ. I completely agree. And we are in discus-
sions with all 39 agencies currently to make several improvements
to existing agreements, or agreements as we move to execute new
agreements.

And one of the elements that is under discussion with all 39 is
improving monitoring and evaluation, ensuring also that agencies
clearly understand the responsibility of continuing to substantially
serve the same number of families.

So that is well under way, and we look forward to following up
with your office with some additional information on that.

Ms. WATERS. Thank you.

Chairman LUETKEMEYER. The gentlelady’s time has expired.

With that, we will go to the gentleman from New Mexico, Mr.
Pearce, for 5 minutes.

Mr. PEARCE. Thank you, Mr. Chairman.

I thank both of the witnesses for being here and for your work
on improving housing for those who need it.

I appreciated your comments, Ms. Ramirez, and your testimony.

I think that I actually sense a feeling of excitement, really, for
the opportunity to reform some of the programs. When we began
work on NAHASDA 3 years ago, HUD was pretty resistant to some
reforms in HUD, and then they got supportive because they real-
ized that these would actually be productive, that they were re-
forms that made sense.

Likewise, many of the Indian tribes, the housing authorities were
resistant, but then they began to say: But we need to find the effi-
ciencies. Sometimes we have corruption; we need to get rid of that.
And we began to have very straightforward conversations.

So, I am actually approaching this piece of the housing with
some anticipation that you all, no matter what happens on the leg-
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islation, there are things I think you all can do internally, and I
would encourage that.

So I would like to kind of drill down in one specific area, if we
can. And I am not trying to catch you in a corner or anything, but
do you have a rough cost for Indian housing per square foot nation-
wide? Is that something that you all work on? Because the num-
bers I get in our district are very high, $200 to $300 a foot, when
BIA or some agency is in charge of getting the houses built. Do you
have any figures like that nationwide?

Ms. CASTRO RAMIREZ. I don’t have those figures with me, but I
can definitely follow up with—

Mr. PEARCE. Is $200 kind of out of the range? Is that abnormally
high, or is that something that you see occasionally? Do you have
a figure, the cost per square foot on the housing?

Ms. CASTRO RAMIREZ. Specific to Native American communities?

Mr. PEARCE. I am just talking about Native American housing
right now. That is the total focus.

Ms. CASTRO RAMIREZ. I would have to follow up with you in
terms of what the specific—

Mr. PEARCE. Okay. Let’s just begin the discussion that I think
I have seen those numbers and you would be far better—it looks
like you might have a note coming up, so if you need to read that,
that is fine.

But, again, my point is that I have just been going to the Indian
tribes and saying, look, why are you waiting on Washington? Just
build your own. Why don’t you get it set up to where private banks
can come on and lend money on the reservation? It is actually
much simpler than what you would think. And so we need longer-
term leases, because banks don’t want to build a house on a prop-
erty that might not be there next year.

So, many of the tribes are now doing that. They are asking us
to come in. The ones in New Mexico are saying, you all come help
us write our mortgage rules. Because we would be happy to do it.
We just weren’t aware there was a problem.

And if we can get it to where more people can get private financ-
ing, we don’t have to wait for government financing. A lot of the
Indians are making very good money. And they would rather live
on the tribal lands, but they can’t get the loan. And so they stay
in the town, they build a community there, and then the fabric of
the tribes begins to break down.

So that is the first thing, to see if we can’t ease those rules. And
you all could do that. We have suggested this in our legislation, in
that pilot program, that you all, frankly, I think, could get that
done internally.

The second piece is that the tribe should be the first repossessing
agent, because they don’t want banks repossessing property that is
on the tribal grounds. I said, look, you know who culturally
wouldn’t fit in that neighborhood and who would. And they are,
again, very receptive to that.

So this year I visited a tribe in New Mexico that is building their
own houses, and they are using tribal labor. There are actually a
couple that are doing this, and one tribe is at $57 a foot. So if you
all could figure out how to get past the bureaucracy that is driving
this thing towards $200 a foot back into the $57 per foot—another
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tribe had $48 a foot—we could start building 4 and 5 times the
houses. And I think that is what we are after.

So I will give you the last minute to—so tribal-owned institu-
tions, you all need to be backing them up, make sure they are not
building junk houses, because you know how that would work. But,
anyway, comment, if you would?

Ms. CASTRO RAMIREZ. Yes.

First, Representative Pearce, let me thank you for introducing
the reauthorization of NAHASDA, the Native American Housing
Self-Determination Act. For the last 18 years, this specific Act has
empowered Native American communities to ensure that they are
deciding and determining how best to address the needs within In-
dian country, and there is tremendous work that has been done.

As it relates to the specific information on the cost per unit, we
will follow up and look forward to visiting with you on this.

Mr. PEARCE. Just count us in as a partner.

I yield back my time.

Ms. CASTRO RAMIREZ. Thank you.

Chairman LUETKEMEYER. The gentleman’s time has expired.

We do have votes that have been called. I am going to try and
squeeze in two more people, if we can, before we have to recess.

With that, I recognize the gentlelady from New York, Ms. Velaz-
quez, for 5 minutes.

Ms. VELAZQUEZ. Thank you, Mr. Chairman, and Mr. Ranking
Member.

I would like, Ms. Ramirez, to continue and to expand on the
questions that were asked by Ms. Maxine Waters.

In your submission of limited expansion of the MTW, the request
does not, however, include the full set of protections contained in
the 2012 stakeholder agreement. Why is that?

Ms. CASTRO RAMIREZ. Yes, Representative Velazquez. Thank you
for your question.

The request to expand to 15 agencies does include some elements
of the discussions that were contained in the stakeholder—

Ms. VELAZQUEZ. But my question is, there was an agreement
that was negotiated and committed to by HUD. Why wasn’t that
included in your request? And how, then, are you going to make
sure that tenants will be protected from the unintended con-
sequences of the Moving to Work program?

Ms. CASTRO RAMIREZ. Yes, thank you for the follow-up question.

So there are some inherent—

Ms. VELAZQUEZ. I understand. Why some and not the full agree-
ment? Because there is going to be a lack of credibility.

Ms. CASTRO RAMIREZ. Right.

So the protections—one of the statutory provisions in MTW is
that an MTW agency that is participating in the demonstration
must demonstrate that they are substantially serving the same
number of families as they were prior to moving to MTW. And we
believe that is an important element of ensuring that residents are
protected and ensuring that those services continue.

Ms. VELAZQUEZ. That doesn’t answer my question. Okay. And I
just would like to hear—people are frustrated, Members are frus-
trated, because you continue to ask for expansion of the program,
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and yet we don’t know if tenants are being protected, if their rights
have been violated.

Mr. Garcia-Diaz, the GAO has found that HUD has not ade-
quately monitored the performance of MTW agencies, and this lack
of oversight often comes at the expense of residents. HUD has pro-
posed a limited expansion of MTW but still has not provided Con-
gress with any real data on the program. Can you please explain
your findings and why a rigorous, standardized evaluation of MTW
is so critical?

Mr. GARCIA-DIAZ. Yes.

So our work in the past has shown that, really, for the longest
time this program has been operating with no systematic data on
the statutory objectives of the program. MTW is not just about effi-
ciency and cost-effectiveness, but it is also about improving work
opportunities and housing choice.

And we had recommendations that HUD develop standard defini-
tions on how it defines these objectives so that it could be applied
and that the agencies can collect consistent data and report it up.

So, for the longest time, we have had a huge missed opportunity
to find out what is going on with this program. And, now, recently,
starting from 2013 and on, HUD has started to define terms, en-
courage a little more consistency in the data collection, and have
amended contracts so that all the MTW agencies are collecting and
reporting similar data to HUD that can be consolidated so that we
can say something about the program.

Ms. VELAZQUEZ. But, to this day, based on the facts, we cannot
conclude that it is working.

Mr. GARCIA-D1az. Until the data results come out—

Ms. VELAZQUEZ. Thank you.

Mr. GARCIA-DIAZ. —it is hard to judge on the effectiveness of the
program.

Ms. VELAZQUEZ. Thank you.

Ms. Ramirez, conversions on the RAD would create construction
and rehabilitation jobs subject to Section 3 requirements. However,
Section 3 has not been properly enforced. And I am concerned that
inadequate oversight causes residents to miss out on job opportuni-
ties. What are HUD’s specific plans to ensure that Section 3 is en-
forced, specifically as related to RAD?

I have been working on Section 3 for almost 20 years, and for
20 years it has been a missed opportunity, a real disaster. So can
you please—because when we deal with the backlog that exists in
New York City with NYCHA in terms of repairs, this is a way to
get able bodies to get jobs—and they are seeking jobs, because
every week we do workshops trying to get residents to find jobs.
Fut yet you don’t have the proper mechanisms in place 20 years
ater.

Chairman LUETKEMEYER. The gentlelady’s time has expired.

With that, we go to the gentleman from California, Mr. Royce,
for 5 minutes.

Mr. RoYCE. Thank you, Mr. Chairman.

And thank you very much to our witnesses here.

And, Deputy Assistant Secretary Castro Ramirez, I would like to
address an issue with you briefly that was touched on in your pre-
pared testimony, and also Mr. Westmoreland brought this up.
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Your predecessor in your position made a public commitment at
a February 2014 Moving to Work summit in support of extending
for 10 years all MTW contracts for public housing authorities with
rental assistance utilization rates of 90 percent or higher.

And specifically, last March, she wrote the housing authority of
the County of San Bernardino, and I will quote from her letter: “I
am willing to extend your MTW agreement to the fiscal year end-
ing in 2028, providing your HCV utilization level is at or above 90
percent.”

And she continued in that letter: “An amendment to the MTW
agreement is being drafted for those agencies that are already dem-
onstrating a high utilization level and will be provided as soon as
possible.”

This amendment hasn’t materialized. And, in fact, rather than
offering a contract extension last fall, the Department began to
push more restrictive provisions for existing MTW agencies.

So San Bernardino County has implemented a 5-year-term-limit
program for tenants, which has increased family incomes and
helped many find gainful employment. And, in fact, in between
April 2013 and September 2014, their MTW initiatives saw a 24.6
percent reduction of unemployed household heads and a 52.4 per-
cent average income jump.

The current uncertainty created by HUD threatens this success.
Many of these 5-year contracts now extend beyond the scheduled
2018 MTW expiration date. San Bernardino does not know whether
they will keep their program flexibility past 2018 and whether they
can fulfill current commitments to their tenant families.

And, Deputy Assistant Secretary, can you explain, particularly
since HUD committed to doing this 16 months ago, why MTW
agencies like San Bernardino have not been granted an extension,
provided they are well-run, their utilization exceeds 90 percent,
and HUD is not disputing their funding formula?

Ms. CASTRO RAMIREZ. Yes. In response to the question about the
existing MTW discussions to extend agreements, I do want to point
out that, as mentioned earlier by Representative Waters and Rep-
resentative Velazquez, it is very important that, as we continue to
both extend or expand the Moving to Work demonstration, we need
to ensure that there is strong language about monitoring and eval-
uation and that MTW agencies are serving families and expanding
housing opportunities.

And the ongoing discussions that are happening with the 39
agencies have enabled us to be able to identify four new things that
are important in ensuring the success of MTW. One is that the dis-
cussions that we are having with the 39 agencies include updating
administrative and legal requirements. The second is ensuring that
there is a strong evaluation component. The third is addressing
funding inequities that affect a few of the agencies.

Mr. RoYCE. Right.

Ms. CASTRO RAMIREZ. And, lastly, that there is strong language
about how we are going to ensure that families are being served.

Mr. ROYCE. But when could we expect to see an amendment to
the current MTW agreement? That is the question for me. Because
it doesn’t make sense for HUD to let well-run agencies twist in the



17

Windi and so my hope was that it could be resolved very expedi-
tiously.

Ms. CASTRO RAMIREZ. Our hope is that could also be achieved,
Representative Royce. In fact, we have provided the draft contract
language to all 39 agencies just in the last 2 weeks.

Mr. ROYCE. So maybe in a couple of months? What do you think?

Ms. CASTRO RAMIREZ. We are hoping that can be done. We have
provided the contract language that includes these four principles
that I have just outlined for you.

Mr. RoycE. Okay. Let’s hope it could be done very soon, and I
appreciate your good efforts if it can be.

And thank you so much.

Chairman LUETKEMEYER. The gentleman yields back.

With that, we are going to go vote. We expect to be back in 30
to 45 minutes. For those Members who haven’t asked questions, we
will be back. Hopefully, we will be back shortly.

With that, the committee stands in recess, subject to the call of
the Chair.

[recess]

Chairman LUETKEMEYER. The subcommittee will reconvene. And
I thank the witnesses for your indulgence.

We expect a couple more Members here shortly, but in the mean-
time we will go to the gentleman from Texas, Mr. Williams, for 5
minutes.

Mr. WiLLiaMS. Thank you, Mr. Chairman.

And I would like to say hello to a fellow Texan, Ms. Ramirez.

It is nice to see you both. Thank you for being here.

Ms. Ramirez, if you were able to create a program from scratch
for public and assisted housing, what would it look like in 2015?
And how would it differ from programs created back in the 1960s?

Ms. CASTRO RAMIREZ. Thank you, Representative Williams, for
the question.

I would focus on strengthening the programs that are already in
place. The housing choice voucher program, as we all know, serves
2.2 million households across America. And, recently, there was a
study released that demonstrates that the housing choice voucher
program is lifting families up. It is reducing homelessness. And so,
I would ensure that rental assistance programs are at the core.

I would also continue to invest in public housing. We know that
just over a million households are served by the public housing pro-
gram, but it is critically important to provide the capital funds that
are necessary.

And then the third element is invest in opportunities that create
jobs, further job opportunities, education, and supportive services.
I firmly believe that affordable housing is a platform to improve
the lives of the families who are served, and I have seen firsthand
that quality affordable housing coupled with services and resources
enables families to do better.

Mr. WiLLIAMS. Thank you.

And let me move on. As I was preparing for this hearing, I was
given an article on what the Dallas Housing Authority, which
neighbors the district I represent in Texas, was doing to change the
model for how housing vouchers are currently being used by low-
income families. And when I read that—I support new ideas and
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new concepts like they talk about; I am not so sure that this may
be the answer.

So my question to you, Ms. Ramirez, again—and it came out of
The New York Times. In that article published on July 7th, enti-
tled, “Vouchers Help Families Move Far From Public Housing,” it
was reported that housing vouchers were created in the 1970s to
help poor families and their children escape from public housing,
but they largely failed to improve the prospects of their recipients.
Many of the 2.2 million households that are receiving them at any
given moment, particularly minorities, remain clustered in low-in-
come neighborhoods in what amounts to virtual housing projects.

So three questions, really quickly. Do you agree with the state-
ment reported by The New York Times?

Ms. CASTRO RAMIREZ. I agree with the fact that the housing
choice voucher program provides families opportunities to access
communities of opportunity.

Mr. WILLIAMS. Second, to what extent does HUD measure how
families and children escape public housing and improve their pros-
pects?

Ms. CASTRO RAMIREZ. We do have very specific measurements
within our Family Self-Sufficiency Program and also within our
Jobs Plus program.

Within public housing and the Section 8 housing choice voucher
program, while families and children are participating in the pro-
gram, as we all know, we are required to ensure that adequate sub-
sidy is being provided, and we track and ensure that families are
being served through the rental assistance programs that we pro-
vide.

Mr. WiLLiaMS. Okay.

And, lastly, do you believe that HUD has made progress in the
last 20 years in improving the lives of families receiving housing
assistance?

Ms. CASTRO RAMIREZ. I do believe that HUD and specifically the
Office of Public and Indian Housing has improved the lives of the
families that we serve. As I stated at the beginning, we have in-
creased rental housing assistance from 400,000 in 1965 to 4.6 mil-
lion in 2015.

And, beyond that, we have also established some very important
and innovative and interagency collaborative efforts, such as the
partnership that we have with the VA that enables us to house vet-
erans who are homeless. In fact, this is a priority for this Adminis-
tration, and it is a priority for our Secretary and for our Depart-
ment. And the progress that we are making is significant. There
has been a drop of 33 percent in homelessness among veterans in
the last 4 years.

Mr. WiLLIAMS. Thank you. If you haven’t read that article, it is
a good article to read. Thank you for your testimony.

Mr. Chairman, I yield back.

Chairman LUETKEMEYER. I thank the gentleman for yielding
back.

And we go to the ranking member, Mr. Cleaver, for some follow-
up. You are recognized for 5 minutes.

Mr. CLEAVER. Thank you, Mr. Chairman.
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Are we involved in any efforts to make improvements in the
housing voucher program? And what are the deficits that you see
now? Either of you, Mr. Garcia-Diaz or Ms. Ramirez?

Ms. CASTRO RAMIREZ. Yes, Representative—

Mr. CLEAVER. Let me—I—

Ms. CASTRO RAMIREZ. Yes.

Mr. CLEAVER. I have a rural county, Saline County. I was
stunned to find out when the head of the economic development
corporation there said that they had over 1,000 homeless people
throughout 2 of the rural counties, Lafayette and Saline Counties,
which means nothing here, but homelessness is still a very serious
problem. And it is no longer just an urban problem.

But the problem is we have very little effort in the rural parts
of the country to deal with the homeless issue. And so, if you can
tell me the deficits. I would also like to know about how we can
expand these programs to the rural areas successfully.

Ms. CASTRO RAMIREZ. Yes, Representative Cleaver.

As it relates to the housing choice voucher improvements, there
are a number of efficiencies and improvements that have been in-
stituted, including being able to track information on units that are
leased and ensuring that we are providing funding that is very
close to what the utilization has been by producing more accurate
data, more reports to the public housing agencies, and monitoring
their utilization rate.

In fact, two-thirds of the staff who are in PIH are out in the field,
on the ground, working closely with PHAs to ensure that the hous-
ing choice voucher program is serving the needs of the jurisdictions
that they serve.

As it relates to rural housing and, more specifically, I would say,
as it relates also maybe to Native American communities, one of
the things that we are doing is, largely because of the recommenda-
tion from the GAO with regard to improvements, we have created
a series of resources including a Web site that is very robust in
speaking to best practices and opportunities for Native American
communities to leverage their existing Federal resources to create
more housing. We also have focused our training and technical as-
sistance to build greater capacity, because we know that there is
ongoing need for additional resources across Indian country.

Mr. GARcIA-DiAZ. And I would add three areas that I would see
where improvements could be made in the voucher program.

One is certainly continued oversight of the PHAs to ensure that
they are managing their programs as effectively as possible, that
they are utilizing, using, as many of those vouchers as possible.

The other area is administrative streamlining. I think there are
a lot of opportunities there to turn a very complicated program into
something that is a little more simple. And PHA staff can actually,
rather than worry about 44 income exclusions and deductions, they
can look at how they can perhaps do outreach to landlords to help
success rates for the voucher program. So, aside from the adminis-
trative efficiencies, I think there are potentially some positive spill-
over effects for the tenants.

And then, finally, understanding how vouchers in a service-rich
environment, what kind of impact that might have on tenants, in
particular to the F'SS programs and other initiatives that may be
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happening under the MTW program. Voucher traditionally is one
that has been viewed as being just housing, just rental assistance,
but this combination of service coordinators or case management
see{ns to have some potential to, in some cases, break the poverty
cycle.

Mr. CLEAVER. I don’t think we will have time for an answer, but
one of the things that I have observed with the housing voucher
program is you still end up essentially putting people in virtually
the same area. I think when the program was started, there was
this belief that you can have what we have euphemistically called
scattered site housing. I am not sure that does it, because of the
cost difference in the various parts of the community. I am not sure
I know how to solve that problem.

Thank you.

Chairman LUETKEMEYER. The gentleman yields back.

With that, we go to the gentleman from Minnesota, Mr. Ellison,
for 5 minutes.

Mr. ELLISON. Allow me to thank the Chair, and the ranking
member, and the witnesses today.

Mr. Garcia-Diaz, sir, I want to thank you and the GAO for doing
some good reports about CDFIs. And the GAO did report, as you
noted, it found that collateral restrictions—well, let me put it like
this. Did the GAO report find that the collateral restrictions dis-
couraged some non-depository CDFIs from joining the Federal
Home Loan Bank?

Mr. GARcIA-DiIAZ. Yes, that is correct. We interviewed Federal
Home Loan Bank officials and interviewed individual CDFIs and
asked them about the range of challenges they face in not only be-
coming members of the Federal Home Loan Bank System, but also
obtaining low-interest-rate advances to help finance some of the
economic development activities that they undertake.

And one of the key challenges to obtaining advances was that
CDFIs didn’t have the eligible collateral. They tend not to hold
mortgage-related assets. They hold small-business loans, for in-
stance. And so non-depository CDFIs are not subject to the same
exception that some smaller banks enjoy under the Federal Home
Loan Bank System.

Mr. ELLISON. What good for community development could come
if CDFIs were allowed to pledge non-mortgage collateral?

Mr. GARCIA-DIAZ. In theory, it should expand their capacity to
lend for the CDFI purposes of community development. And the
Federal Home Loan Bank advances are a good source of capital fi-
nancing assistance for these institutions.

Mr. ELLISON. So, me and my Republican colleague Steve Stivers
of Ohio have a bill called the Small Business and Community In-
vestment Expansion Act of 2015, and we are looking for cosponsors.
Thank you.

Anyway, Ms. Ramirez, thanks for your excellent work, and I am
glad to have a chance to talk to you about affordable housing. I
know, in my own district, we have a lot of problems. I am sure you
are not surprised.

Experts say that about 80 percent of families earning below
$30,000 a year pay more than half their income in housing. There
is a shortage of more than 7 million affordable rental homes in low-
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income. Nationwide, only one in four eligible families receive hous-
ing assistance. And in my own town of Minneapolis-Saint Paul
area, there are more than 14,000 families waiting for housing as-
sistance.

Can you talk about the critical role that HUD’s Public and In-
dian Housing plays in providing affordable rental housing for the
lowest-income Americans?

Ms. CAasTRO RAMIREZ. Thank you very much, Representative Elli-
son, for your question about the importance of continuing to pre-
serve and expand affordable housing.

As it relates to the Office of Public and Indian Housing, one of
our core goals and priorities is to ensure the preservation of exist-
ing resources, because, as you pointed out, there is a growing need.
In fact, at this point in time, we are only able to serve one in four
income-eligible households.

Beyond the core public housing and housing choice voucher pro-
grams, many investments also have occurred in the redevelopment
and creation of mixed-income communities by public housing agen-
cies in partnership with HUD and other public and private devel-
opers or partners. Specifically, I think that it is important for us
to continue to invest in the Choice Neighborhoods initiative that
has demonstrated successful models to redevelop and attract pri-
vate investment.

Mr. ELLISON. Thank you, ma’am.

And I just would like to ask you to offer your views on this issue.
Sometimes in this body we talk in terms of cultures of dependency
and how HUD programs and programs like it create dependency
and thereby somehow harm low-income people. But my experience
has been that, when people get an opportunity for some housing as-
sistance, that puts them in a position to really move on to more
self-dependence, independence.

Do you have any views on this issue?

Ms. CASTRO RAMIREZ. Representative Ellison, I completely agree
with you.

I started my work in public housing working at Imperial Courts
in South L.A., leading a program called the Jobs Plus National
Demonstration Program. And I saw firsthand that families desire
and are working to improve their lives, and, if appropriately sup-
pfr‘f;ad and provided with the resources, they will take advantage
of that.

And, in fact, the Jobs Plus National Demonstration Program,
which ran over 5 years, is an evidence-based program that dem-
onstrated that investing in families, providing greater opportuni-
ties to jobs, and creating a community that supports work has an
impact in improving the quality of life and the trajectory for fami-
ies.

So I think it is important to acknowledge that the housing pro-
grams that we provide are not being just simply delivered to fami-
lies; families are actively engaged in improving their lives.

Mr. ELLISON. I have to yield back now, but I want to thank you
both for being awesome public servants.

Ms. CASTRO RAMIREZ. Thank you.

Chairman LUETKEMEYER. The gentleman’s time has expired.

With that, I will wrap up the questions for today.
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And I want to just mention that, Ms. Ramirez, you have your son
with you this afternoon—

Ms. CASTRO RAMIREZ. Yes.

Chairman LUETKEMEYER. —dJorge. Is that right?

You are a student at the University of Boulder; is that right? I
have a daughter who lives in Denver—it is a great place out west,
right? Very good. Well, welcome.

Ms. CASTRO RAMIREZ. Thank you.

Chairman LUETKEMEYER. And I didn’t realize that until now.

I have a couple of questions. Ms. Ramirez, to start with you, I
know that in one of the documents with regard to some of the plan-
ning that you were doing, you intended to raise or proposed to raise
the minimum rent from what was $50 up to $135.

Can you expand on that a little bit—why were you going to do
that, how you were going to structure that?

Ms. CASTRO RAMIREZ. Currently, there is a study that is under
way that involves five Moving to Work agencies that will enable
them to test out various rent reforms, including whether or not
raising the minimum rent would improve and save funds but also
not impact families.

Our current policy is—we are at a $50 minimum of rent, but
local jurisdictions and PHAs, based on the needs, based on the pop-
ulation they are serving, establish whether it needs to be adjusted
downward.

I think one of the things that is important to point out, Chair-
man Luetkemeyer, is that in the programs that we administer,
both the housing choice voucher program and the public housing
program, families are contributing to the cost of rent. Thirty per-
cent of their income goes towards rent. And so I just want to reem-
phasize that there is a 30 percent requirement.

Chairman LUETKEMEYER. Okay.

One more question for you, and then we will get to Mr. Garcia-
Diaz here. Very quickly, what is HUD’s perspective on the stake-
holder agreement on Moving to Work that was created in 2012 by
then-Secretary Donovan with regard to public housing authorities
and advocacy groups?

Ms. CASTRO RAMIREZ. Our current proposal is, as I mentioned
earlier, we are working and in discussions with the 39 MTW agen-
cies to improve the agreements moving forward. We also have in
the President’s budget a request for a modest increase in the num-
ber of MTW agencies—

Chairman LUETKEMEYER. Can you specifically direct your com-
ments to the stakeholder agreement?

Ms. CASTRO RAMIREZ. I think one of the important aspects of the
stakeholder agreement was ensuring that there is proper evalua-
tion and monitoring. And so those elements are included and em-
bedded in the extension agreement—

Chairman LUETKEMEYER. Does HUD still support the stake-
holder agreement, is the question.

Ms. CASTRO RAMIREZ. We have adopted and included elements of
the stakeholder agreement in our existing discussions with the 39
MTW agencies.

Chairman LUETKEMEYER. Okay. That really doesn’t answer it.
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Mr. Garcia-Diaz, as a GAO oversight specialist here, with re-
gards to the PIH, specifically that group, can you point out the
weaknesses that we need to be concerned about as a committee?

Mr. Garcia-Diaz. For PIH, the three areas I would focus on
would be monitoring and oversight of the public housing agencies,
modernization and streamlining, and performance measurement
and evaluation. HUD needs to ensure that they are providing the
support and oversight to ensure that funds are being used appro-
plgiltely, that the programs at the local level are as effective as pos-
sible.

The other area is modernization and streamlining. A lot of these
programs are essentially legacy programs, either coming from the
Great Depression or from the 1960s or the 1970s—

Chairman LUETKEMEYER. How do you streamline?

Mr. GARCIA-DiAZ. And then streamlining.

Chairman LUETKEMEYER. Give me an example.

Mr. GARcIA-DI1AZ. Of streamlining?

Chairman LUETKEMEYER. Yes.

Mr. GARCIA-DIAZ. Opportunities exist for streamlining in how it
is administered. So, in the intake process, there are a lot of re-
quirements in documenting people’s incomes, and that takes a lot
of time. In fact, a lot of those things take up almost half of the time
of the PHAs, which is time that detracts from other things that
might provide immediate supports to the tenant.

Chairman LUETKEMEYER. Okay. Very good.

I was curious whether we had in report form some of your com-
ments here. Do you have a study on that, or have you had a report
out that we could look at?

Mr. GARCIA-DIAZ. Yes. And I can send you the references.

Chairman LUETKEMEYER. Okay. Because I think it is important
that we look at that.

With that, I am out of time here, so let me be respectful of every-
body else’s time and move on. I would like to thank the witnesses
for being here today.

The Chair notes that some Members may have additional ques-
tions for this panel, which they may wish to submit in writing.
Without objection, the hearing record will remain open for 5 legis-
lative days for Members to submit written questions to these wit-
nesses and to place their responses in the record. Also, without ob-
jection, Members will have 5 legislative days to submit extraneous
materials to the Chair for inclusion in the record.

With that, this hearing is adjourned.

[Whereupon, at 11:58 a.m., the hearing was adjourned.]
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Thank you Chairman Luetkemeyer. and Ranking Member Cleaver for inviting me to testify this
morning about what has been my life’s work — providing quality. affordable housing
opportunities for the nation’s most vulnerable families, and supporting efforts to improve their
circumstances. We appreciate the invitation to discuss HUD’s rental assistance programs with
our colleagues from the Government Accountability Office. Their Office and ours have worked
successfully together to improve the nation’s assisted housing programs.

The Department of Housing and Urban Development (HUD) serves 4.6 million households
through rental assistance programs, with 3.3 million of them either living in public housing or
participating in the Housing Choice Voucher (HCV) program. Of those 3.3 million. 1.1 million
households are living in public housing and 2.2 million households receive assistance through
the HCV program.

I am honored to have recently joined the dedicated HUD team and the Office of Public and
Indian Housing. overseeing the public housing and voucher programs. as well as the housing
assistance provided to the 566 federally recognized tribes we support through the Indian Housing
Block Grant Program.

Each year, HUD's rental assistance programs help improve families lives, by providing access
to higher quality affordable housing. reducing homelessness. fostering stability. revitalizing
neighborhoods. and making it possible for families with children to focus on improving their
children’s future.

The vast majority of the 3.3 million households receiving rental assistance are elderly or
disabled. or familics with children. In fact. elderly or disabled aduits represent 51 percent of all
houscholds.  Families with children represent 36 percent of all households. Additionally.
approximately 76 percent of households scrved arc at or below 30 percent of arca median
income.

As we responsibly carry-out our work. we are constantly reminded of the millions of low-income

American households who are not receiving government assistance, and pay more than half of
their income in rent. live in substandard housing. or both.
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Thus. cven at current funding levels, with 96% occupancy in our public housing program and at

98% budget utilization in our HCV program, HUD is only able to provide rental assistance to 24
g prog > p

percent of the 19 million income-eligible households. or one of every four eligible households.

When Secretary Castro testified before this committee in June 2015 there was considerable
attention paid to HUD's 50" anniversary and questions about our role as one of the federal
agencies critically engaged in America’s effort to end poverty. Since 1965, HUD has increased
the number of households receiving housing assistance from 600.000 to 4.6 million.

The roof that HUD provides may not end poverty, but it is certainly making a significant
difference in addressing the consequences of poverty by providing access to decent. safe and
affordable housing and creating opportunities for sclf-sufficiency.

This year also marks the 78th anniversary of the U.S. Housing Act of 1937, the national
legislation creating housing opportunitics for Jower-income people. Today’s hearing provides me
with an opportunity to discuss in more detail the positive impact of the Public and Indian
Housing programs on the millions of families receiving housing assistance and to share with the
Committee HUD s vision for the future of these programs.

Creating a Better Future for Low-Income Families

From tackling the rental affordability crisis and promoting self-sufficiency, to bridging the
digital divide and improving health and education outcomes — the Office of Public and Indian
Housing (PJH) has  worked closely with Public Housing Authorities and Native American
communities. to provide good housing. build strong neighborhoods. and promote opportunities.

PIH is focused on building that brighter future for our public housing and voucher participants,
and tribal communities by focusing on five major areas:

Preserving and expanding affordable housing;

Improving family opportunities;

Enhancing program flexibilities for Public Housing Authorities (PHAs):
Reducing administrative and regulatory burden; and

Improving PIH oversight and strengthening PHA governance.

R

Preserving and Expanding Affordable Housing

It's no secret that much of our nation’s public housing is in need of significant investment. There
is currently a backlog in capital needs, and we have lost an average of 12.000 uniis of public
housing every year. mainly due to disrepair. The truth is. federal dollars will not fully address
these issues and there is no “one size fits all” sofution for the public housing stock. HUD. PHAs
and other public and private partnerships are necessary to reduce the capital backlog. rehabilitate
the current stock and continue to serve low-income families.
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Congress gave us some breathing room by lifting the Rental Assistance Demonstration (RAD)
cap to convert 185,000 units in FY2013. And it is clear that this program is necessary. as HUD
currently has 915 active transactions, representing 109,429 units in the RAD conversion process.

RAD is a public-private partnership that’s working and while it is not the only tool. it is a vital
tool that is helping us preserve and sustain public housing for the long term.

To bring our rental housing system into the 21st century and continue to address the capital
backlog, the President’s Budget eliminated the cap on the number of conversions and contained
other proposals that would facilitate the conversion and preservation of additional public housing
and other HUD-assisted properties under RAD.

In addition to addressing obsolete housing units. we remain focused on revitalizing communities
and expanding affordable housing options. Choice Neighborhoods is a critical component of the
Administration’s place-based ecfforts to target high poverty communities with joint federal
investments. working together with local partners to increase economic activity, improve
educational opportunities. leverage private investments. reduce violent crime. and enhance
public health.

Onc great example is Choice Neighborheods™ transformative work in the City of Boston. The
City’s Quincy Corridor Choice Neighborhoods Transformation Plan has resulted in the
redevelopment of Woodledge/Morrant Bay, inctuding the renovation of Quincy Commons,
Upham West, and mixed-income units, and the construction of 129 replacement units and 33
non-replacement units (with an additional 40 non-replacement units under construction). To
date, HUDs investment of $15 million has leveraged an additional $78 million in other funds.

Over a four-year period. HUD has provided $350 million for Choice Implementation grants.
which have leveraged more than $2.6 billion of additional public and private investment.

Due to the success of the program and high demand for Choice Neighborhoods grants. the
President proposed $250 million in the Fiscal Year 2016 Budget to support the transformation of
additional severely distressed public and assisted housing in underserved communities. The
President’s 2016 Budget also proposes to give the Secretary discretion in awarding up to 5
percent of Choice Neighborhoods Initiative funds to small community Main Street grants. Since
FY 2004, 22 Main Strect grants have been awarded. for a total of approximately $17.5 million.

In addition to emphasizing reinvestment in our public housing stock and communities. the
President’s Budget aiso recognizes the need for additional Housing Choice Vouchers and
requested an additional 67.000 vouchers ($512 million) to restore vouchers lost due to
sequestration. These vouchers would help homeless families. Native Americans, youth, and
survivors of domestic and dating violence. among others,

Preserving and expanding affordable housing is also a eritical component in PlIl's Native
American housing programs. The President’s 2016 Budget proposed to fund the Indian Housing
Block Grant (IHBG) at $660 million. The Indian Housing Block Grant (IHBG). the largest
program under NAHASDA. has infused almost $11.3 billion to support a range of affordable
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housing and community development activities in Native American communities over the past
18 years. Over the life of the program. THBG recipients have built or acquired more than 37.000
affordable housing units in Indian Country, and substantially rehabilitated mote than 76,000
affordable housing units. THBG recipients also currently maintain more than 46.000 HUD units
developed under the Housing Act of 1937, THBG units also play a critical role in preventing
and ending homelessness in tribal communities.

As of July 1, 2013, the Indian Housing Block Grant program had obligated almost $11.3 billion
to recipients (FYs 1998 through 2015), which was reflected in the Line of Credit Control System
(LOCCS). Of that amount. 91.52 percent had been disbursed.

Lastly. one of HUDs highest priorities is to prevent and end homelessness among Veterans
experiencing homelessness. In 2010, the President set ambitious goals to end homelessness,
including veteran homelessness. Since that time, we have made significant progress. The
number of Veterans experiencing homelessness has declined significantly and communities like
New Orleans and Houston are leading the way in ending Veteran homelessness.

But despite the best efforts of PHAs, States. local communities, and non-profit partners. progress
in ending homelessness for other populations — people experiencing chronic homelessness.
families. and youth — has been set back by the 2013 sequestration and by a continued lack of new
resources.

Improving Family Opportunities

A budget reflects one’s values, and it’s clear to me that the President’s 2016 Budget reflects the
ideals and values that we hold dear.

The President’s Budget recognizes that accelerating growth begins with an cconomy that
strengthens the middle class and lifts more hardworking Americans of modest means into the
middle class. That’s why the President’s Budget empowers HUD to continue building on its
mission  of  supporting  equitable  community development,  promoting  responsible
homeownership, and expanding access to rental subsidy and affordable housing programs that
are both free tfrom discrimination and available to Americans with the lowest incomes.

In addition to increasing access to affordable housing, the 2016 Budget would also provide
additional support for programs that enhance stability, promote cconomic mobility, and decrease
dependency on government. A growing number - 42 % - of adults receiving rental assistance
(non-elderly. non-disabled) have a job and carn wages. This is a promising statistic and
reinforces the need to provide low-income families with opportunities to promote workforce
development and increase their income through evidence-based programs.

The President’s Budget requests $100 million for Jobs-Plus. a job creation program that helps
public housing residents increase their employment potential and earned wages. Through Jobs-
Plus. public housing residents will receive on-site employment and training services, financial
incentives that encourage work and “neighbor-to-neighbor™ information sharing about job
openings, training. and other employment-related opportunitics. In the Jobs-Plus demonstration.
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residents in developments where the program was well-implemented earned about 14 percent
more per vear than residents in comparison developments.  Subsequent research by MDRC
indicates that this earnings diffcrence was sustained—and could even grow--after the program
cnded.

The Budget also calls for an expansion of the Family Self-Sufficiency (FSS) program to allow
owners of project-based rental assistance (PBRA) projects to compete for funding. The FSS
program helps public housing, voucher and PBRA participants save money. As part of the five-
year program. participants set goals for themselves related to their education. job prospects.
homeownership. and meet with case managers on a regular basis to track their progress. FSS
participants put any extra moncy earned from salary increases into an escrow instead of paying
higher rent. which helps them build assets and puts them on the right track to self-sufficiency.

Since the program’s inception. 72,000 households have participated in the program and 56
percent of FSS participants in the program for at least a year show an increase in carned income.
In 2014, 11.3 percent of FSS graduates went on to become homeowners.

Pl is also focused on cxpanding opportunities for American Indian and Alaska Native
communities.

I want to thank Representative Pearce and the Members of the committee for making the
reauthorization of the Native American Housing Assistance and Self Determination Act
(NAHASDA) a priority ~ it is essential to furthering housing opportunities and building
sustainable communities throughout Indian Country.

The President’s Budget proposes opening the Jobs-Plus program to tribes with a $15 million set-
aside.  This competitive program would provide support to help residents living in housing
assisted under the NAHASDA obtain employment and increase earnings. There is also $10
million for a teacher housing pilot through the Indian Community Development Block Grant.

Since joining HUD four months ago, I have had the opportunity of visiting both the Salt River
Pima Maricopa Reservation in Arizona and the Pine Ridge Reservation in South Dakota. | have
come away with both a deep respect for the work that is underway to address the challenges in
Indian Country and with a greater determination to continue government-to-government efforts
to bring additional housing, cducation and self-sufficiency support to these communities.

Enhancing Program Flexibilities

HUD's “Moving to Work™ (MTW) demonstration allows PHAs to make local decisions about
how to operate their programs rather than be constrained by a one-size-fits-all approach. The
demonstration also affords PHAs the opportunity to test innovative solutions designed to reduce
costs. enhance tenant outcomes. and promote the program’s overall effectiveness. MTW PHAs
have implemented a range of policies designed to preserve and increase the overall affordable
housing inventory, increase housing choice, achieve administrative efficiencies. increase
earnings for low-income families. reduce homelessness and improve educational outcomes.
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| know first-hand just how impactful these program and funding flexibilities can be from my
time as the CEO of the San Antonio Housing Authority, an MTW agency. [ was able to
implcment several programs that enabled my former agency to increase the number of familics
served. and to help public housing residents prepare for employment through a variety of job
readiness programs.

Under the President’s FY 2016 request. HUD would responsibly and incrementally expand the
number of MTW agencies by 15 PHAs. The President’s 2016 Budget request cstablishes the
core foundation of HUD's critical policy and program parameters for an MTW expansion.
focusing on strengthening reporting and evaluations while retaining core tenant protections and
providing the flexibilities that PHAs need to be the nation’s housing policy innovators. HUD's
Office of Policy Development and Research is presently conducting two major evaluations
related to MTW. to measure the effectiveness and performance of the current demonstration
program.

Since 2008, HUD has undergone extensive efforts to improve evaluation and monitoring of the
MTW demonstration including: standardizing program terms, conditions and flexibilities by
establishing a Standard MTW Agreement: requiring additional evaluative information from
MTW agencies through common reporting tools; enhancing monitoring by integrating MTW
agencies into current HUD data systems: and establishing dedicated staff to provide technical
assistance and monitor the program. HUD has also implemented seven of GAO’s eight
recommendations to improve oversight of the program. HUD has defined program terms and
requirements: implemented standard performance metrics for similar MTW activities: and
established additional controls and monitoring strategics to better oversee the demonstration.

HUD is further strengthening the MTW demonstration for the existing 39 MTW PHAs.
Discussions with the 39 PHAs are ongoing. and continuing the negotiation process is critical for
the sustained success of the MTW program. HUD has focused on four principles: 1) making
necessary legal and administrative changes to the agreements. 2) enhancing monitoring and
evaluation, 3) addressing funding inequitics. and 4) ensuring that the number of families served
is commensurate with funding levels. We are incorporating into the new agreement a more
detailed evaluation component for activities that most directly affect program participants. This
aspect addresses the GAO’s concern about how HUD measures the effectiveness and
performance of the MTW demonstration.

In this time of scarce resources and in recognition that the “one sive fits all™ approach doesn’t
work for the public housing stock, HUD is committed to providing additional funding
flexibilities for the remaining 3.950 non-MTW agencies. The President’s Budget has two
proposals that would provide additional tools for PHAs that could assist in preserving their
public housing stock.

First. PHAs with 250 or more units would be allowed 1o transfer up to 30 percent of their capital
or operating funds to be used for both operating and capital needs.  Currently. large PHASs can
only use operating funds for capital improvements to pay debt service. rather than for dircet
expenditure on capital improvements. even when operating funds could meet capital backlog
needs. As a result. PHAs must pay financing charges to use existing funds for rehabilitation of
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development costs.  With this flexibility. approximately 800 large PHAs could transfer an
additional $162 million of capital funds to operations. as well as use their operating reserve
directly for capital expenditures.

Second, HUD proposes to allow PHAs to establish a capital fund replacement reserve.
climinating the two-year obligation and four-year expenditure requirements. HUD would
specify a new timeframe for expenditure and limits on the reserves. and those reserve amounts
would be held by Treasury. The replacement reserve would improve the ability of PHAs.
especially smaller PHAs. to address their backlog of capital needs by allowing PHAs to
accumulate funding for large capital projects.

Taken together, both of these proposals would provide PHAs with more options, in addition to or
in place of RAD and Choice Neighborhoods for preserving their affordable housing stock.

Reducing Administrative & Regulatory Burden

There are a number of proposals in the President’s FY 16 budget request that are focused on
providing additional flexibilities and reducing administrative burden for PHAs. Some of those
provisions have been discussed in this document (e.g.. expansion of MTW agencics.
establishment of a capital fund replacement. allowing for PHAs with 250 units or more of public
housing to transfer up to 30% of their capital funds to operating funds, or vice versa). Other
proposals that provide flexibilities and streamline operations are as follows:

Unreimbursed Medical Expenses:

This proposal revises the threshold for deduction of medical and related care expenses.
The change would increase the threshold for the deduction of medical and related care
expenses from 3 to 10 percent of family income. reducing administrative burden for
PHASs and generating savings.

Streamlining Fair Market Rents (FMR):

Currently, HUD publishes two Federal Register Notices per year that includes
information pertaining to any and all Fair Market Rent methodology changes as well as
the actual FMR values themselves (resulting in a 50-60 page document in the Federal
Register). While the Department still intends to publish Federal Register notices
announcing the Proposed and Final FMRs, including information pertaining to any and
all methodology changes, the language in the 2016 President’s Budget would provide
cost savings and administrative relief for HUD from the burden of publishing the actual
values in the Federal Register and instead direct readers to a 11UD website maintained by
the Office of Policy Development and Research.

Utilities Conservation Pilot:

This proposal would streamline the application process for PHAs and also extend energy
initiatives o a broader range of PHASs by adjusting the rolling baseline of utility
consumption if PHAs commit to achieving a reduction in energy consumption within a
certain timeframe.
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Sponsor-Based Voucher Assistance:

This is a proposal from the President’s Budget in prior years. It allows PHAs to use 5
percent of their Section 8 vouchers as a set aside for assisting homeless persons who are
screencd and admitted by a non-profit organization — ultimately streamlining the intake
process and leveraging the non-profit’s supportive services.

PIH appreciates the work of Congress in recent years to reduce burdens on PHAs by enacting
streamlining provisions such as biennial Housing Quality Inspections for the HCV program and
a multi-vear NOFA for the Family Self-Sufficiency program. These changes allow PHAs to
better focus their resources in operating the core programs.

PIH understands that PHAs are currently operating major housing programs in an environment
of insufficient funding and a complex regulatory structure.  PIH is therefore committed to
proposing not only legislative changes. but also reviewing and streamlining existing regulations
and PIH/PHA processes to create efficiencics. A Proposed Streamlining regulation was issued in
January! and the Final Streamlining regulation is currently under development.  PIH believes
that streamlining the programs processes and operations is an iterative process. and an ongoing
effort.

Improving PIH oversight and Strengthening PHA Governanee

The vast majority of PHAs overseen by HUD deliver exceptional service in spite of constrained
funding and increased workload. With nearly 4.000 PHAs nationwide. PIH has moved to a risk-
based approach to strengthen our oversight.

Pl adopted an Enterprise Risk Management (ERM) program to facilitate early detection of
problems and target intervention at PHAs that fali short of standards. This model allows us to
target limited resources to higher risk PHASs nationwide. and to prioritize intervention as
appropriate.

In addition to ERM, PIH’s field operations utilizes a standardized risk assessment tool that
includes key data from existing HUD systems with a qualitative survey completed by HUD staff
to determine if a PHA is high. moderate, or low risk. By identifying the level of risk posed by an
agency or property. PIH can then direct appropriate resources and take a proactive approach.

For PHAS that are designated as troubled or substandard under the Public Housing Assessment
System (PHAS). PIH implements the PHA Recovery and Sustainability (PHARS)

model. PHARS promotes improvement of financial management and governance. which are
common root causes of troubled or substandard status.

" "Streamlining Administrative Regulations for Public Housing. Housing Choice Voucher,
Multitamily Housing. and Community Planning and Development Programs — Proposed Rule".
published January 6, 2015, hitp://www.gpo.gov/fdsys/pkg/FR-2015-01-06/pdf/2014-30504.pdf
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Since incorporating substandard PHAs into the PHARS process. there has been a 15%
improvement in performance. with 158 substandard P1IAs now achieving standard performer or
better status.

Reducing the number of troubled and substandard PHAs also means fewer agencies in
administrative receivership. It should be noted that of the 4.000 PHAs we oversee. only 4 (.1
percent) find themselves in receivership — that is a 60 percent reduction since 2009.

Lastly. PIH will be launching a free, web-based. 9-module training tool called “Lead the Way:
Public Housing Agency Governance and Financial Management Training for Board Members
and Executive Staff™ later this month. The training is designed to assist board members and PHA
exccutives in understanding their governance and fiduciary responsibilities and to give them the
skills to become better stewards of federal resources. We are also working closely with the
Office of the Inspector General to develop a module on Risk Management, Internal Controls and
Program Integrity.

I would be remiss if 1 did not acknowledge the support of the Office of Inspector General and the
Departmental Enforcement Center in helping PIH's field operations team improve and
strengthen oversight and controls. PIH has and will continue to work closely with both offices to
improve our level of PHA oversight and training.

Resource Challenges

The work happening in Pl is exciting and 1 am extremely proud of it. However. for every
policy and program step forward. funding cuts place both HUD and PHAs in a “do more with
less™ position, forcing choices that to lead to program and operational cutbacks and ultimately,
serving fewer familics.

As | stated earlicr. current funding levels only provide enough funding to assist one in four
income-eligible families. The funding levels in the FY2016 House appropriations bill released
last month would make serving even our current program participants more difficult, and would
certainly challenge PIH’s goals to increase and preserve affordable housing and contribute to
other Department goals.

In particular, PIH is concerned about the significant cuts for the following programs:

* Housing Choice Vouchers: The House bill is six percent less than the President's
Budget.  Compared to the President’s Budget. the House bill would serve roughly
100,000 fewer families. Not only does the House bill fail to provide funding as requested
to help restore vouchers lost due to the 2013 sequestration, the funding level is
insufficient to renew 28,000 existing vouchers or provide full funding for tenant
protection needs.

¢ Choice Neighborhoods: The House Budget significantly underfunds this program.
funding it at only $20 million or 92 percent less than the President’s budget request.
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Each Choice Neighborhoods implementation grant is approximately $30 million, so the
House bill will not even fund one full grant.

e Public Housing Capital Fund. The Housc bill's 15 percent cut of $289 million to the
Public Housing Capital Fund from HUD’s Budget would cause further deterioration of
public housing.

s Rental Assistance Demonstration. The House bill would prevent the modernization of
more public housing and affordable housing units by maintaining the cap for HUD's
RAD. In addition. HUD requested $50 million in incremental subsidies for the RAD
program. which was not included in the House bill. RAD transactions thus far have
leveraged roughly $1 bitlion in construction improvements to HUD-assisted properties.

e Jobs-Plus. The House bill would prevent HUD from providing more low-income
Americans an opportunity to obtain job training and a good salary by only funding the
Jobs-Plus program with $15 million. well below HUD's requested $100 million.

Conclusion

This Administration has been focused on developing new, innovative policies that use rental
housing assistance as a platform for helping family’s access opportunities and make other life
improvements. Whether it is through expansion of workforce development programs. or creating
communities of choice and opportunity: HUD is providing millions with stability and a better
future.

PIH programs are more important than cver for low-income and working class familics seeking
decent, safe and affordable housing.

I ook forward to working with each of you to ensure that we are building on best practices.
measuring our progress, and meeting the critical demand for resources necessary to preserve and
improve the quality of HUD housing, revitalize neighborhoods, catalyze private investment, and
give familics struggling to make ends meet the support they need to realize their dreams.

Thank you for the opportunity to appear before you today. T would be pleased to answer your
questions.
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ayic2ots
HUD PUBLIC AND INDIAN HOUSING
PROGRAMS

Progress on Prior GAO Recommendations to
Enhance Accountability and Efficiency

What GAO Found

As of June 2015, the Department of Housing and Urban Development (HUD) had
addressed some of GAO's 16 prior recommendations for four programs: Moving
to Work (MTW), Family Self-Sufficiency (FSS), Housing Choice Voucher
{voucher), and Indian Housing Block Grant (IHBG). But other recommendations
require further attention. Specifically:

« HUD has addressed seven of eight recommendations GAO made in Aprit
2012 to improve assessment of MTW, capture lessons learned, and enhance
program oversight. The MTW program is intended, among other things, to
give state and local housing agencies flexibility to design and test innovative
strategies for providing housing assistance. HUD agreed or partially agreed
with most of GAO's recommendations. However, it has yet to fully implement
a process for systematically identifying lessons learned.

«  HUD has taken initial steps to address GAQO'’s two recommendations from a
July 2013 report to develop and implement (1) a process to better ensure
that data on FSS grants were complete and (2) a strategy for regularly
analyzing FSS participation and outcome data. The FSS program is
designed to help families receiving HUD housing assistance become self-
sufficient through case management and referrals to supportive services
such as education and training. HUD agreed with the recommendations and
has revised its data collection and analysis procedures. But it has not yet
provided full documentation of these efforts so that GAO can assess its
actions.

= HUD has implemented one of three recommendations GAO made in a 2012
report on the voucher program. The voucher program subsidizes private
market rents for about 2 million low-income househalds. HUD neither agreed
nor disagreed with these recommendations. But HUD has addressed one
that is aimed at streamiining the program’s administration by, among other
things, publishing a proposed rule that includes measures to simplify
administrative processes. HUD has not yet provided GAO evidence that it
has implemented the two other recommendations, one on informing
Congress about excess state and locat housing agency reserves and one on
informing Congress about HUD's criteria for redistributing these reserves.

« HUD has implemented two of three GAO recommendations from a March
2014 report on the IHBG program. IHBG annually provides more than $800
million in housing assistance to about 570 federally and state-recognized
Indian tribes. Consistent with GAO's recommendations, HUD has broadened
its soficitation of input from block grant recipients and developed a focation
on its website to coliect and disseminate best practices on housing
development. HUD has also taken steps to address a third recommendation
to collaborate with other agencies that work with indian tribes to improve
interagency coordination on environmental reviews for fribal housing
development. The agencies’ efforts to develop a coordinated environmental
review process are ongoing

United States Government Accountability Office
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Chairman Luetkemeyer, Ranking Member Cleaver, and Members of the
Subcommittee:

| am pleased to be here today to discuss our work on programs
administered by the Office of Public and Indian Housing (PiH) within the
Department of Housing and Urban Development (HUD). PIH programs
help some of the nation’s most vulnerable households—inciuding low-
income families and members of Native Americans tribes—obtain safe,
decent, and affordable housing. PIH aiso operates complementary
programs designed to help assisted households become more self-
sufficient and economically independent. PIH programs accounted for
approximately 80 percent of HUD's budget authority for fiscal year 2015,
or about $26 billion. The size of this investment, coupled with the nation’s
fiscal challenges and unmet affordable housing needs, underscores the
importance of managing these programs as efficiently and effectively as
possible.

My testimony today is based primarily on four reports we issued between
March 2012 and March 2014." Appendix | provides a list of
recommendations from these reports and their status. | will discuss (1)
HUD's progress on our prior recommendations to improve assessment of
the Moving to Work (MTW) demonstration program and Family Self-
Sufficiency (FSS) program; (2) our previously reported options and
recommendations to HUD to increase the efficiency of the Housing
Choice Voucher {voucher) program; (3) HUD's actions to address our
prior recommendations on the implementation of the Indian Housing
Block Grant (IHBG) program; and (4) additional ongoing challenges
facing PIH.

To conduct the work for the four reports issued from 2012 to 2014, we
relied on several analytical methods, including reviewing legislation,
regulations, and studies; analyzing HUD and public housing agency
budget, financial, and program data; and reviewing HUD policies,
procedures, and program documentation and comparing them to federal

'GAQ, Housing Choice Vouchers: Options Exist to Increase Program Efficiencies,
GAO-12-300 (Washington, D.C.: Mar. 18, 2012); Moving to Work Demonstration:
Opportunities Exist to Jmprove Information and Monitoring, GAO-12-490 (Washington,
D.C.: Apr. 18, 2012); Rental Housing Assistance: HUD Data on Seif-Sufficiency Programs
Should Be Improved, GAQ-13-581 (Washington, D.C.: July 8, 2013); and Native American
Housing: Additional Actions Needed to Better Support Tribal Efforts, GAQ-14-255
{Washington, D.C.: Mar. 27, 2014).
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requirements. We also interviewed officials from HUD and public and
tribal housing agencies, as well as representatives from organizations
advocating for affordable housing, residents of federally subsidized
housing, and American Indians, Alaska Natives, and Native Hawailans.
Our prior reports each include a detailed description of our scope and
methodology. To update the status of recommendations from these
reports, we reviewed new or revised HUD policies, procedures, and
reports and interviewed HUD officials. For this testimony, we also
reviewed information on HUD's estimates of improper rental assistance
payments reported for fiscal years 2010 through 2013 (the most recent
estimate available). We performed the work on which this testimony is
based in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Background

The assistance PIH provides to low-income families encompasses three
broad program areas:

« public housing, which offers units for eligible tenants in properties
generally owned and administered by state and local public housing
agencies (PHA);

- tenant-based rental assistance, which provides vouchers that eligible
households can use to rent houses or apartments in the private
housing market; and

« Native American programs, which provide block grants and loan
guarantees 1o tribal entities for housing development and assistance
and housing-related services.

Specific programs administered by PiH include, but are not limited to, the
following:

«  MTW Demonstration Program. HUD implemented the MTW
demonstration program, which was authorized by the Omnibus
Consolidated Rescissions and Appropriations Act of 1996, in 1999.2

?Pub. L. No. 104-134, 110 Stat. 1321, 1321.281
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The program is intended to give participating PHAs the flexibility to
design and test innovative strategies for providing and administering
housing assistance. The program has three statutory purposes: {o
reduce costs and achieve greater cost-effectiveness in federal
housing expenditures, give families with children incentives to obtain
employment and become self-sufficient, and increase housing choices
for low-income families.® To put in place the innovations intended
under the program’s authorizing legislation, PHAs may request
waivers of certain provisions in the United States Housing Act of
1937, as amended.? For example, PHAs may combine the funding
they are awarded annually from different programs—such as public
housing capital funds, public housing operating funds, and voucher
funds—into a single, authority-wide funding source. As of June 2015,
39 PHAs were participating through the end of their fiscal year 2018.

« FSS Program. FSS was authorized in 1990 to help families receiving
vouchers or living in public housing become self-sufficient through
case management and referrals to education, training, and other
supportive services. HUD has historically received separate FSS
appropriations for public housing residents and Housing Choice
Voucher recipients, but Congress combined the appropriations in
fiscal year 2014.° PHAs use grant funds to pay program coordinators
who link residents to the supportive services they need to achieve
self-sufficiency. Families in the FSS program sign contracts with their
PHAs requiring that all family members become independent of cash
welfare assistance and that the head of the family seek and maintain

%in addition to addressing the program’s three statutory purposes, agencies participating
in MTW must meet five requirements. They must (1) serve substantially the same totat
number of eligible low-income families that they would have served had funding amounts
not been combined; (2) maintain a mix of families {by family size) comparable to those
they would have served without the demonstration; {3) ensure that at ieast 75 percent of
households served are very low income, as defined by Section 3 of the United States
Housing Act of 1937, (4) establish a reasonable rent poticy to encourage employment and
self-sufficiency; and (5) assure that the housing provided meets HUD's housing quality
standards.

442 U.5.C. §§ 1437 et seq.
®See Pub. L. No, 11376, 128 Stat, 5, 611 (2014).
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employment.®

« Voucher Program. The voucher program was authorized under
Section 8 of the United States Housing Act of 1837, as amended.” In
recent years, the voucher program has helped provide affordable
rental housing to about 2 million very low- or extremely low-income
households annually.® Approximately 2,400 PHAs administer the
voucher program on HUD’s behalf. Under the program, an assisted
household pays either 30 percent of its monthly adjusted income in
rent or the PHA-established minimum rent {up to $50). The remainder
of the rent—the difference between the lesser of the unit's gross rent
(rent plus utilities) or a local “payment standard” and the household's
payment—is paid through a HUD-subsidized “voucher.” The payment
standard is based on the HUD-determined fair market rent for the
locality, which HUD annually estimates for metropolitan and
nonmetropolitan areas.® Participating PHAs can set payment
standards (that is, pay subsidies) of between 90 and 110 percent of
the fair market rent for their areas. The voucher program is not an
entitiement program. Therefore, the amount of budget authority
Congress provides through annual appropriations limits the number of
households that the program can assist. Historically, appropriations
for the voucher program (or for other housing programs) have not
been sufficient to assist all households that HUD identified as having
worst-case housing needs—households with very low incomes that
pay more than 50 percent of their incomes in rent, live in substandard

SFor the FSS program, welfare assistance means income assistance from federat or state
welfare programs and includes only cash maintenance payments designed to meet a
family’s ongoing basic needs. It does not include nonrecurrent, short-term benefits or food
assistance and emergency rental and utilities assistance, among other things. See 24
CFR § 984.103. Completion of the contract occurs when the PHA determines that (1) the
family has fuffilled all of its responsibilities under the contract; or {2} 30 percent of the
family's monthly adjusted income equals or is greater than the Fair Market Rent amount
for the unit size for which the family qualifies. 24 C.F.R. § 984.303(g). Families are
expected to complete their contracts within § years, although a PHA may extend a family’s
contract for up to 2 additionat years in some circumstances. 24 C.F.R § 984.303(c), (d).

742 U.8.C § 1437H0).

8Very low-income households are those with incomes at or below 50 percent of the area
median income; extremely low-income households are those with incomes at or below 30
percent of the area median income.

SUnder 42 U.S.C. § 1437f(c)(1). HUD annually must publish fair market rents for the
voucher program. See related regulations at 24 C.F.R. Part 888.
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housing, or both.*

« IHBG Program. Native American tribes primarily receive assistance
for low-income housing through the IHBG program under the Native
American Housing Assistance and Self-Determination Act of 1996
(NAHASDA) program.”™ NAHASDA reorganized the system of
housing assistance that HUD provided to Native Americans by
eliminating or incorporating several separate programs into a single
block grant program—the IHBG program—and created the Title Vi
Loan Guarantee (Title Vi) program to assist grant recipients with
private market financing. HUD's Office of Native American Programs
within PiH administers NAHASDA. {HBG is a formula grant program,
and participating tribes may choose to receive housing funds directly
or through a tribally designated housing entity (TDHE) that
administers the housing program on their behalf. As of January 2015,
566 federally recognized and 5 state-recognized Indian tribes with
membership levels ranging from a few hundred to a few hundred
thousand are eligible to receive IHBG funds annually to provide their
members with adequate and affordable housing. Families eligible for
NAHASDA-funded assistance must be low-income indian families—
those whose income does not exceed 80 percent of the area median
income—residing on a reservation or in an Indian area.

Each year, Congress appropriates funding for subsidies for renewal (existing) and
incremental (new) vouchers and administrative expenses. HUD then aliocates the
program funding to PHAS, which are expected to use all aliocated subsidy funding for
authorized program expenses. However, if PHAs' allocated amounts exceed the total cost
of their program expenses in a given year, their unused subsidy funds must be maintained
in subsidy reserve accounts. HUD also pays administrative fees to PHAs based on the
number of units leased (vouchers used) as of the first of sach month. As with subsidy
funding, if the appropriated amount does not fully cover agencies’ fees, HUD will reduce
the amount of funding each PHA receives to fit within the appropriated amount.

Pub. L. No. 104-330, 110 Stat. 4016 {1996) (codified, as amended, at 25 U.S.C. § 4101
et seq.)
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HUD Has Taken Initial
Actions to Better
Assess the Moving to
Work and Family Self-
Sufficiency Programs

I our prior work on the MTW and FSS programs, we concluded that HUD
could take additional steps to understand program outcomes. We made
eight recommendations in our April 2012 report on the MTW program,
seven of which have been implemented.'? We made two
recommendations to HUD concerning FSS in a July 2013 report on self-
sufficiency programs.’® HUD has not fully implemented either of these
recommendations. The following discussion addresses selected
recommendations from these reports that focus on improving program
assessment. (See app. | for a full list of the recommendations from these
reports and their status.)

HUD Has Taken Steps to
Improve What is Known
about the Moving to Work
Program

in our April 2012 report on the MTW program, we identified a number of
weaknesses that limited HUD's ability to determine program outcomes as
they related to statutory purposes.™ First, we found that guidance on
reporting performance information did not emphasize the importance of
accurate outcome-oriented information. We noted that PHAs participating
in MTW (MTW agencies) reported annually on their activities, including
efforts to reduce administrative costs and encourage residents to work.
But the usefulness of this information was limited because it was not
consistently outcome oriented. For example, for similar activities designed
to promote family self-sufficiency, one MTW agency reported only the
number of participants, which is generally considered an output, and
another agency did not provide any performance information. To be
consistent with the GPRA Modernization Act of 2010 (GPRAMA), we
noted that HUD's guidance on reporting performance information should
indicate the importance of outcome-oriented information. '

Second, we reported in 2012 that HUD had not identified the performance
data needed 1o assess the results of similar MTW activities across PHAs

2GAD-12-490.

3GAO-13-581. This report alsa addressed HUD's Resident Opportunity and Seff-
Sufficiency Service Coordinators program, which provides funding to hire service
coordinators to assess the needs of public housing residents and coordinate available
resources in the community to meet those needs. The report made two recommendations
to HUB concerming this program, both of which have yet to be implemented (see app. 1).

"GAD-12-490.
"Spub. L. No. 111-352, 124 Stat. 3866 (2011)
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or of the program as a whole.'® Obtaining performance information from
demonstration programs is critical, because the purpose of a
demonstration is to test approaches to identify those that provide positive
results. "7 Since 2009 HUD had been requiring agencies to provide
information on the impact of MTW activities, including benchmarks and
metrics, in their annual MTW reports. We found that while these reports
were informative, they did not lend themselves to quantitative analysis
because the reporting requirements did not call for standardized data,
such as the number of residents who found employment.

Further, we found that HUD had not established performance indicators
for MTW. According to GPRAMA, federal agencies should establish
efficiency, output, and outcome indicators for each program activity as
appropriate. Federal internal contro! standards also require the
establishment of performance indicators.'® As we noted in 2012, specific
performance indicators for the MTW program could be based on the three
statutory purposes of the program. For example, agencies could report on
the savings achieved (reducing costs).

In light of these shoricomings, we recommended that HUD (1) improve its
guidance to MTW agencies on providing performance information in their
annual reports by requiring that such information be quantifiable and
outcome oriented, (2) develop and implement a plan for quantitatively
assessing the effectiveness of similar activities and the program as a
whole, and (3) establish performance indicators for the program.

HUD subsequently implemented all three of these recommendations.
Specifically, in May 2013 HUD revised the reporting requirements for
MTW agencies and began requiring them to report quantifiable and
outcome-oriented information on MTW activities. Also, in 2015 HUD
developed a five-step plan to quantitatively assess both the effectiveness
of similar activities across agencies and the program as a whole.
According to this plan, HUD will assign standard metrics for afl of the
implemented and proposed activities of each MTW agency and ensure

GAQ-12-490

7GAO, Program Evaluation: Improving the Flow of Information to the Congress,
GAO/PEMD-85-1 (Washington, D.C.: Jan. 30, 1995).

"8GAQ, Standards for Interal Control in the Federal Government. GAO/AIMD-00-21.3.1
{Washington, D.C.: November 1999).
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that agencies conducting similar activities report annually on the same set
of metrics. HUD has taken steps to implement this plan by, for example,
issuing guidance to MTW agencies on how to assign the metrics to
activities. Additionally, in 2013 HUD established standard measures that
correlate with each of the statutory objectives of the MTW program. For
each measure, HUD will be able to calculate quantitative resulits for the
program as a whole and determine whether they are positive, neutral, or
negative.

Finally, we indicated in our 2012 report that while HUD had identified
some lessons learned on an ad hoc basis, it did not have a systematic
process in place for identifying them. As previously noted, obtaining
impact information from demonstration programs is critical.’® Since 2000,
HUD had been identifying some activities that could be replicated by
other PHAs. For example, a HUD-sponsored contractor developed five
case studies to describe issues and challenges involved in implementing
MTW. However, these efforts had shortcomings. In most cases, the
lessons learned were chosen based on the opinions of BUD or contracted
staff and largely involved anecdotal (or qualitative) data rather than
quantitative data. We reported in 2012 that because HUD had not
developed criteria and a systematic process for identifying lessons
learned, HUD was limited in its ability to promote useful practices for
broader implementation. We recommended that HUD create a process to
systematically identify lessons learned. HUD agreed and in response
stated that once its revised reporting requirements were implemented, the
resulting data would inform an effort to establish lessons learned. As of
June 2015, HUD had provided information on the steps it will take to
systematically identify promising practices. We are in the process of
reviewing this information to determine if it fully satisfies our
recommendation.

TSGAO/PEMD-95-1.
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HUD Has Begun Taking
Steps to improve
Participation and Outcome
Data on the Family Self-
Sufficiency Program

in a July 2013 report, we found that the number of families participating in
HUD's FSS program could not be refiably assessed.® According to HUD
guidance, PHAs that received FSS grants were required to update
information about each participating family at least annually. As a part of
these updates, PHAs were expected to indicate whether the family was
actively participating in or had exited the program. For those families that
had exited the program, PHAs were required to indicate whether they had
compileted the program or stopped participating for other reasons. in
general, PHAs were to report these data using HUD's Public and Indian
Housing Information Center (PIC) system.

We found that many PIC records lacked information on when and why the
participating family exited the FSS program before completion. For
example, while HUD’s PIC data indicated that 14,690 families began
participating in the FSS program in fiscal year 2006, data on exits for the
5-year program were missing for nearly half of these families. According
to HUD officials with responsibility for implementing the FSS program, the
records could have been incomplete or incorrect for several reasons. For
example, if a participating family had left public housing or the voucher
program, the responsible PHA might not have updated the FSS portion of
PIC to reflect the departure. The officials also told us that no HUD staff
had been given specific responsibility for monitoring the completeness of
participants’ records in PIC. We determined that not analyzing the extent
to which PHAs had reported required data limited HUD’s ability to
effectively oversee the program.

During our work for the July 2013 report, we also noted that HUD required
PHAS to enter summary output and outcome data annually in a
spreadsheet-based reporting tool. These data were to include, among
other things, the number of households that had increased their incomes
or moved to nonsubsidized housing and the number of residents that had
obtained high school diplomas. However, we found that PHAs also had
not consistently reported such information, a condition that was
exacerbated by a lack of program-specific reporting guidance. Further, we
found that HUD lacked a strategy for using the data it collected on the
FSS program, whether through PIC or its spreadsheet-based reporting
tool. Internat control standards underline the importance not only of

2GA0-13-581.
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collecting but also using information to achieve programmatic goals—in
this case, helping families increase self-sufficiency.

To address limitations in HUD’s oversight of the FSS program, we
recommended that HUD develop and implement a process to better
ensure that data on FSS participant grants were complete.?' We stated
that such a process should include steps to identify missing data and the
reasons for the omissions and to help ensure that the data were
complete. HUD agreed with this recommendation and in May 2014
implemented modifications to the PiC system. According to HUD, the
modifications established a system of checks within PIC that would alert
PHA users if the information they submitted was incomplete or appeared
fo be incorrect. In June 2015, HUD reported that between June 2014 and
May 2015 the new system had generated 36,802 alerts notifying PHAs
that they needed to correct their information before resubmitting it to
HUD. According to HUD, the agency also has taken initial steps to
improve its spreadsheet-based tool and prevent PHA users from
submitting incomplete data. HUD officials told us that they would provide
documentation of PHAS' use of the tool and HUD's analysis of the data
collected by July 30, 2015. While HUD's actions to date appear to be
broadly consistent with our recommendation, we will determine whether
HUD has satisfied our recommendation after we obtain and review this
documentation.

While acknowledging the difficulty of determining the outcomes of self-
sufficiency activities, our July 2013 report concluded that HUD could have
done more fo review participant accomplishments across programs. To
improve what is known about and better inform Congress on residents’
progress towards self-sufficiency, we recommended that HUD develop
and implement a strategy for regularly analyzing FSS participation and
outcome data. We noted that such a strategy could include identifying
PHAs from which fessons could be learned as well as PHAs that might
need assistance improving completion rates or outcomes. HUD agreed
with this recommendation, and in March 2014 the agency established
criteria for identifying high-performing and poorly performing FSS
grantees using data from PIC. According to HUD, the agency will annually

Federal internal control standards state that transactions shouid be promptly recorded to
maintain their refevance and value to management, and HUD's own reporting guidance
also directs grant recipients to record program start dates, exit dates, reasons for exiting
the program prior to completion, and completion dates.
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assess changes in earned income and FSS program graduation rates,
among other factors. In June 2015, HUD stated that it would provide
documentation of the use of the criteria to identify high-performing and
poorly performing FSS grantees. We will determine whether HUD has
fully implemented our recommendation when we receive this
documentation.

HUD Has Taken
Steps to Streamline
the Voucher Program,
but Further
Opportunities Exist to
Increase Efficiencies

in our March 2012 report, we identified several options that, if
implemented effectively, could reduce voucher program costs or aliow
PHASs to assist additional households.?? First, improved information on the
tevel of subsidy reserves that housing agencies should maintain could aid
budget decisions and reduce the need for new appropriations. Second,
agency officials have noted that the voucher program’s requirements are
complex and burdensome and that streamlining these requirements could
reduce costs. Finally, changing the method for calculating households’
payments toward rent—known as rent reform-and consolidating voucher
administration under fewer housing agencies could also reduce program
costs. These options involve difficult policy decisions that will affect some
of the most vuinerable members of the population and alter long-standing
program priorities and practices. Our 2012 report made recommendations
to HUD that pertain to the subsidy reserve and administrative streamlining
options we identified.

Improved Information on
Public Housing Agencies’
Subsidy Reserves Could
Aid Budget Decisions

As we reported in March 2012, improved information on the level of
subsidy reserves PHAs should maintain could aid budget decisions and
reduce the need for new appropriations. PHAs had accumulated subsidy
reserves—that is, unspent funds—that Congress could use to (1) reduce
program appropriations through a rescission and offset and potentially
meet other needs or (2) direct HUD to assist more households.? PHAs
may under-lease or receive more funding than they can spend in a year.
Uniess rescinded and offset, PHAs can accumulate unused subsidy
funding in reserve accounts held by HUD and spend it for authorized

225es GAO-12-300. We also discussed steps Congress and HUD had already taken to
manage cost increases. For example, in 2003, Congress changed the voucher program'’s
funding formuia to tie renewal funding for vouchers to actual costs and leasing rates,
rather than the number of authorized vouchers {used or unused).

237 rescission is legislation enacted by Congress that cancels the availability of previously
enacted budget authority before it would otherwise expire
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expenses in future years. HUD has requested the authority to offset and,
in some cases, redistribute "excess” reserves—those beyond what is
needed to fund defined contingencies. But HUD has not developed
specific or consistent criteria defining what constitutes excess reserves or
how it would redistribute funding among PHAs.

In our March 2012 report, we concluded that providing Congress with
better information on subsidy reserves could help ensure that disbursed
funds would be used to assist households rather than remain unused.
This assessment was consistent with the results of previously issued
work, in which we concluded that agency reporting about key areas such
as financial management or program reforms shouid inform congressional
decision making.* We recommended in our 2012 report that HUD
provide information to Congress on (1) the estimated amount of excess
subsidy reserves and (2) criteria for redistributing excess reserves among
PHAs, while also determining a level of subsidy reserves PHAs should
retain on an ongoing basis to effectively manage their voucher programs.
HUD neither agreed nor disagreed with our recommendations. HUD
officials subsequently toid us that, upon request, they provide information
to congressional appropriators on subsidy reserve levels, including
balances above certain minimum reserve levels. However, HUD has not
yet determined what level of subsidy reserves PHAs should retain or
provided Congress with criteria for redistributing excess reserves. As a
result, we consider these recommendations to not be implemented.

Administrative Reforms
Could Streamline
Burdensome
Requirements and Reduce
Costs

As we indicated in our March 2012 report, in various budget requests for
2004 through 2012 HUD requested the authority to put in place reforms
that could decrease voucher program subsidy costs, administrative costs,
or both. These reforms include streamiining complex and burdensome
requirements and improving the delivery and oversight of rental
assistance.

We recommended in our March 2012 report that HUD consider proposing
to Congress options for streamlining and simplifying the administration of
the voucher program and making corresponding changes to the
administrative fee formula to reflect any new or revised administrative

#GAO, Government Performance: GPRA Modernization Act Provides Opportunities to
Help Address Fiscal, Performance, and Management Challenges, GAQ-11-466T
{Washington D.C.. Mar. 16, 2011).
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requirements,® We stated that such proposals should be informed by the
results of HUD's administrative fee study and the experience of the MTW
program. HUD neither agreed nor disagreed with our recommendation.
However, consistent with our recommendation, in the President’s budgets
for fiscal years 2013-2016, HUD proposed a number of statutory changes
to streamline administrative requirements for the voucher program. in
addition, in January 2015 HUD published a proposed rule that included a
number of program and administrative simplification measures for the
voucher program.? For example, the proposed rule includes a provision
that would permit PHAs to conduct streamlined annual reexaminations for
famities with fixed incomes. According to HUD, the department will
publish a final rule no later than December 2015, Further, in April 2015
HUD released its voucher program administrative fee study.?” The study
found that the current administrative fee funding did not fully cover the
amount needed to effectively and efficiently administer the voucher
program. HUD has indicated that it plans to commence work on
developing a proposed rule for a new administrative fee formula based on
the findings of the study. On the basis of HUD's actions, we consider our
recommendation fo be implemented.

Rent Reform and
Consolidation Could
Reduce Costs or Increase
Households Served, but
Both Actions Involve
Trade-offs

As we indicated in our March 2012 report, changes to the caleulation of
households’ payment toward rent (rent reform) and the consolidation of
voucher administration under fewer PHAs could yield substantial cost
savings, allow PHAs to serve additional households if Congress were to
reinvest annual cost savings in the voucher program, or both.
Furthermore, these options are not mutually exclusive—that is, the cost

21 that report, we noted that efforts to identify specific reforms were in line with the goals
of the Government Performance and Resuits Act of 1993 (GPRA), which Congress
enacted in part to inform its decision making by helping to ensure that agencies provided
objective information on the relative effectiveness and efficiency of their programs and
spending. GPRA, § 2(b)(5). The GPRA Modernization Act of 2010 updated the federal
government’s performance measurement framework established in GPRA.

2680 Fed. Reg. 423 (Jan. 6, 2015). In part, the proposed measures are pursuant to
authorization provided by Congress in the Consolidated Appropriations Act, 2014. For
example, see Pub. L. 113-78, Division L, § 220, 128 Stat. 630 {2014) (authorizes PHASs to
inspect voucher units not fess than biennially rather than annually)

THup, Housing Choice Voucher Program Administrative Fee Study, draft final report
prepared by Abt Associates and RHS Phineas Consulting (Washington D.C.: April 2015).
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savings or additional households served could be greater if both options
were implemented.

We found that because about 90 percent of voucher program funds are
used to pay subsidies, decreasing the subsidy, which would increase the
household contribution toward rent, would yield the greatest cost savings.
Our March 2012 report estimated the effect of several options that
changed either the minimum rents households were required to pay or
used different formulas for calculating required household payments. In
identifying and assessing these options, we reviewed proposals included
in draft legisfation and reports from HUD, the Congressicnatl Budget
Office, and housing industry groups. We also considered changes certain
PHAs had implemented. We estimated the effect—both in terms of cost
savings and the additional households that could be served if Congress
chose to reinvest the savings in the program—of requiring assisted
households to pay

« higher minimum rents (ranging from $50 to $300),

« 35 percent of their adjusted income in rent,

« 30 percent of their gross income in rent (with no adjustments), or
« a percentage of the applicable fair market rent.

For example, increasing minimum rents to $75 would yield an estimated
$67 million in annual cost savings or allow PHAs to serve an estimated
8,600 additional households. Requiring assisted households to pay 30
percent of their gross income (rather than income adjusted for certain
deductions and exclusions) in rent would yield an estimated annual
savings of $513 million or allow PHAs to serve an estimated 76,000
additional households, based on household characteristic and rent data
as of December 2010. A rent structure based on gross income would
eliminate the deductions and exclusions that households currently may
claim. Simplification of the rent calculation could also reduce the potential
for improper payments resulting from program administrator rent
calculation errors,

While each of these options could reduce costs or create administrative
efficiencies, each also involves trade-offs that should be considered
before any changes are implemented. Under each option, some
households would have to pay more in rent than they currently pay.
Setting a minimum rent of $75 would increase the rent for 11 percent of
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assisted households, and requiring households to pay 30 percent of gross
income would increase the rent for 86 percent of households.?® The
options also would have varying effects on different types of households,
such as families with children, persons with disabilities, and the elderly.
We also noted disparities by geographic area, such as high-cost versus
low-cost rental markets. For example, setting household rental payments
based on a percentage of the applicabie fair market rent would place
greater burdens on households in high-cost areas.

Finally, our March 2012 report found that consolidating voucher program
administration under fewer PHAs could yield a more efficient oversight
and administrative structure and cost savings for HUD and PHAs. HUD
spends considerable resources in overseeing the more than 2,400 PHAs
that administer the voucher program. According to a 2008 HUD study, the
department dedicated from more than half to two-thirds of its oversight
resources to PHAs that administered 400 or fewer vouchers and 10
percent of all units. According to agency officials, consolidating voucher
administration under fewer agencies would decrease HUD’s oversight
responsibilities.

HUD Has Begun
Collecting Additional
Feedback and
Disseminating
Promising
Approaches for Indian
Housing Block Grant
Activities

In our March 2014 report on tribal housing challenges, we found that
Indian tribes and TDHESs participating in the IHBG program faced both
external and internal challenges in carrying out affordable housing
activities.? Some of the challenges that tribes faced included the
following:

« Remoteness and lack of adequate infrastructure. Many of the
tribal housing officials we interviewed told us that tribes’ remote
locations or lack of adequate infrastructure to support housing led to
higher development costs. For example, one Arizona tribe saw its
costs double because materials had to be brought in by helicopter.
Officials from a Nevada tribe told us that the tribe’s land base was
undeveloped, requiring the tribe to invest resources to put
infrastructure in place before buifding homes for tribal members.

28pcross all the scenarios we considered, we estimated that from 2 to 92 percent of
households would experience an increase in their manthly payment. Sefting a minimum
rent of $50 would affect the fewest households and increasing rent to 35 percent of
adjusted income would affect the most

?GAO-14-255

Page 15 GAO-15.747T



53

According to the officials, sewer pipes in one of the tribe's
communities were failing and in need of upgrades. The officials added
that another community had significant bedrock that likely would
require blasting before infrastructure could be added to the area, and
the nearest main road was 5 miles away.”

« Differing federal environmental review requirements. NAHASDA
regulations state that the environmental effects of activities carried out
with assistance from the program must be evaluated in accordance
with the National Environmental Policy Act of 1969 (NEPA), as
amended (42 U.8.C. §§ 4321-4347), and related authorities. Under
NEPA, agencies evaluate the likely environmental effects of projects
they are proposing using an environmental assessment or, if the
project is more likely o significantly affect the environment, a more
detailed environmental impact statement.® When tribes combine
IHBG and other federal funds on a project—something NAHASDA
allows—they must follow each agency's particular NEPA
requirements.®? IHBG recipients identified mandatory environmentat
reviews as an area in which differing federal agency requirements
contributed to project delays and increased costs when IHBG and
other funds were combined.

We concluded that a coordinated environmental review process for
tribal housing similar to one proposed for water and wastewater
projects by a federal infrastructure task force would address the issue

3%Qur 2010 report on NAHASDA previously identified housing-related infrastructure as a
pressing need in tribal areas. See GAQ, Native American Housing: Tribes Generally View
Block Grant Program as Effective, but Tracking of Infrastructure Plans and investments
Needs Improvement, GAO-10-326 (Washington, D.C.. Feb. 25, 2010).

*'nder NAHASDA regulations, an Indian tribe may choose to assume environmental
review responsibilities. Should a tribe decline to accept the responsibilities, HUD will
perform the environmental review. In general, a HUD environmental review must be
completed for any NAHASDA-assisted activity before a recipient may acquire, rehabilitate,
convert, lease, repair, or construct property. Should a tribe assume environmental review
responsibilities, no funds may be committed to a grant activity before the tribe's
completion of the environmental review, HUD's approval of the request for release of
funds. and certification by a certifying officer of the fribe that the tribe, among other things,
has fully carried out its environmental review responsibilities

32White this practice, known as leveraging, provides recipients with additional funding to
meet their housing needs, it can also trigger a complicated and costly exercise for them.
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of costly multiple reviews. > We recommended that to increase
consistency and reduce time and cost for IHBG recipients HUD, the
U.8. Department of Agricutture, the Department of the Interior, and
the Indian Health Service should initiate an interagency effort to
develop and implement a coordinated environmental review process
for all agencies overseeing tribal housing development. We suggested
that the agencies determine if designating a lead agency would be
appropriate. HUD agreed with the recommendation. In June 2015,
HUD told us it would continue collaborating with the other agencies to
develop a coordinated environmental review process that would
simplify efforts to develop tribal housing.* HUD said that the
collaborating agencies hoped to have some recommendations on the
process by September 2015.

« Potential reduction in training opportunities and program
support. In fiscal year 2012, HUD instituted new training and
technical assistance procedures according to revised language in the
NAHASDA appropriation legislation. These procedures changed both
the way that HUD made funds available to provider organizations and
IHGB recipients’ options for requesting training and technical
assistance. Specifically, Congress stopped appropriating a set-aside
to the National American Indian Housing Council (NAIHC)—which had
previously served as the primary provider of external training and
technical assistance to IHBG recipients—and directed HUD to provide
grants on a competitive basis to national and regional organizations. %
Also, as a result of the changes, recipients can no longer contact
NAHC directly to set up training as they had before, but instead must
go through HUD. Some IHBG recipients were skeptical about
changes that reduced NAIHC's role. We found that HUD was soficiting
feedback to assess the provision of training and technical assistance,
but only from tribes that were already using the new procedures. We

3 The federal infrastructure task force we referred to in the 2014 report includes the
Alaska Native Tribal Health Consortium, the Department of the Interior’s (interior) Bureau
of Reclamation, the Environmental Protection Agency, HUD, the Indian Health Service
(1HS), and the U . Department of Agriculture (JSDA)

341HS and Interior also concurred with our recommendation regarding interagency
coordination on environmental reviews for tribal housing. USDA did not provide a written
response but did not disagree with the recommendation.

SUntil fiscal year 2012, Congress appropriated approximately $2 million to $3.5 miltion
annually as part of a set-aside in the NAHASDA appropriation to NAIHC.
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concluded that a more comprehensive approach would include input
from tribes that had not yet used HUD's new procedures so that their
concerns could be addressed. Additionally, we found that HUD had
not shared promising housing practices across grant recipients in an
easily accessible manner. We recommended that HUD (1) expand its
training feedback mechanism to include input from recipients that had
not yet used the new procedures, and (2) collect and disseminate
promising approaches that recipients had used to address housing
challenges.®® HUD disagreed with the first recommendation, noting
that it already had a fully functioning feedback mechanism for training
and technical assistance. However, HUD subsequently outlined
actions it had taken to broaden its solicitation of input from IHBG
recipients through various outreach efforts, including events attended
by tribal housing officials. HUD has also developed a location on its
website that collects and disseminates best practices on housing
development to tribes, TDHESs, and the general public. As a result, we
consider both recommendations to be implemented.

HUD’s Office of
Public and Indian
Housing Faces Other
Ongoing Challenges

As we and HUD's Inspector General have found in previously issued
work, PIH faces a number of ongoing program management challenges.
Among these are reducing improper rental subsidy payments (over- and
underpayments), preserving and improving affordable federally assisted
rental properties, and overseeing the performance of PHAs.

+ Reducing improper rental subsidy payments. HUD’s rental
assistance programs, which include public housing and voucher
programs, are among the programs at risk of having significant
improper payments. As we found in a 2005 report, HUD initiated the
Rental Housing Integrity Improvement Project in 2001 to address this
problem, which stems in part from tenant underreporting of income.¥
Under this effort, HUD has provided PHAs with fraud detection tools,
such as the Enterprise Income Verification system, which makes
tenant income and wage data available to PHAs. According fo HUD

34n prior work, we found that collaboration among entities with a common goal is most
effective when mechanisms such as a means of collecting input from all stakeholders are
in place. See GAQ, Managing for Results: Key Considerations for Implementing
interagency Collaborative Mechanisms, GAQO-12-1022 (Washington, D.C.. Sept. 27,
2012).

3TGAO, HUD Rental Assistance: Progress and Challenges in Measuring and Reducing
Improper Rent Subsidies, GAO-05-224 (Washington, D.C.: Feb. 18, 2005}
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annual financial reports, steps taken by the agency reduced estimated
improper rental assistance payments for the public housing and
voucher programs from $2.4 biflion in 2000 to $0.66 biilion in 2010.
HUD's most recent estimate, which applies to payments made in
2013, was $0.79 biflion. Further reducing the amount of net
overpayments could allow HUD to assist additional households but
will require sustained management attention.

« Preserving and improving affordable federally assisted rental
properties. A 2010 report by @ HUD contractor estimated that the
existing capital needs for public housing totaled $26 billion and that
approximately $3.4 billion in ongoing capital needs would accrue
annually.*® Congress provided nearly $4 billion in funds under the
American Recovery and Reinvestment Act of 2009 to help PHAs
address the backlog of capital projects, and we reported several times
between 2009 and 2012 on how PHAs were using these funds to
rehabilitate and modernize public housing.®® However, a substantial
backlog of public housing capital projects remains. To address this
backlog and improve the condition of public housing, the Rental
Assistance Demonstration (RAD) program was created in 2011, RAD
allows PHAs to convert units subsidized under the public housing
program to long-term (typically 15 to 20 years), project-based voucher
or rental assistance contracts.* In addition, RAD gives owners of
properties receiving rental assistance under three HUD “legacy”
programs the opportunity to enter into long-term contracts that
facilitate the financing of improvements.*' Over the next several
years, rental assistance contracts will expire for about 38,000
affordable housing units currently subsidized through these legacy

bt Associates Inc.. Capital Needs in the Public Housing Program, a report prepared for
the Department of Housing and Urban Development (Cambridge, Mass.: Nov. 24, 2010).

Fgee, for example, GAQ, Recovery Act: Housing Programs Met Spending Mifestones, but
Asset Management information Needs Evaluation, GAG-12-634 (Washington, D.C : June
18, 2012).

""Project»based vouchers tie the assistance to the property—and preserve the property’s
long-term affordability—because residents with project-based vouchers can benefit from
the subsidy only if they remain in the specific unit.

The three programs are the Rent Supplement, Rental Assistance Payment, and
Moderate Rehabilitation pragrams. These programs are referred to as “legacy” programs
because the contracts were entered into in the 1960s, 1970s, and 1980s, and no new
contracts can be authorized under the programs,
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programs. Absent new contracts, owners of these units will no longer
be required to maintain affordable rents or make their units available
to low-income residents. Property owners and PHAs (for the public
housing program) can leverage the subsidy payments under the
newly converted contracts to raise capital through private debt and
equity investments to make improvements. In an April 2014 report, we
found that HUD had developed an effective process for converting
units subsidized under the legacy programs to project-based vouchers
under RAD.*? Continued HUD oversight of program implementation
will be key to ensuring that RAD achieves its property preservation
and improvement objectives.

« Overseeing PHA performance. PIH has faced challenges in
overseeing the performance of PHAs that receive HUD funds to
operate the public housing and voucher programs. HUD uses a rating
tool called the Public Housing Assessment System to evaluate the
overall condition of PHAs and measure their performance in several
areas, including physical condition, financial condition, and
management operations. Additionally, HUD uses its Section Eight
Management Assessment Program to measure the performance of
PHAs that administer the voucher program. PHAs that perform poorly
on these assessments may be designated as "troubled,” triggering
enhanced HUD oversight. Further, HUD has the authority to place
PHAs with severe, persistent management problems under
administrative receivership. Our prior work and work conduct by
HUD's Inspector General have illustrated the types of challenges HUD
has faced in carrying out these oversight responsibilities. For
example, as we found in a 2009 report, the Public Housing
Assessment System was not intended to identify inappropriate uses of
public housing funds and was limited in its ability to detect potential
mismanagement.*> Additionally, in a 2012 report, HUD's Inspector
General found that HUD had not developed adequate controls to

“2GA0, HUD Rental Assistance Demonstration: Information on Initial Conversions to
Project-Based Vouchers, GAO-14-402 (Washington, D.C.: Apr. 24, 2014).

BGAO, Public Housing: HUD's Oversight of Housing Agencies Should Focus More on
Inappropriate Use of Program Funds, GAO-09-33 (Washington, D.C.: June 11, 2009). in
this report, we recommended that HUD (1) regularly summarize and evaluate the resuits
of audits of PHAs to identify common problems, monitor emerging issues, and evaluate
overall monitoring and oversight processes; and (2) develop mechanisms—such as
financial indicators~—and use them as part of its ongoing monitoring and review of housing
agencies’ use of public housing funds, HUD implemented these recommendations
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ensure that the Section Eight Management Assessment Program was
effective in identifying underperforming PHAs.* That same year, the
Inspector General found that HUD did not effectively oversee and
manage the administrative receivership of the East St. Louis Housing
Authority.*® The large number of PHAs nationwide (about 3,300) and
the significant physical and financial challenges some of them face
highlight the importance of effective HUD oversight of these housing
agencies.

In conclusion, our reviews of public and Indian housing programs since
2012 have identified a number of areas in which PIH could strengthen its
program assessments, increase efficiencies, and enhance collaberation
efforts. HUD has made progress in implementing some of our
recommendations, but additional actions are needed to address others.
We look forward to continuing to work with this committee in overseeing
PiH and other HUD programs to ensure that they are operating in the
most effective and efficient manner. As you know, we are conducting
ongoing work for this committee examining broad management issues at
HUD, including risk management and program oversight and evaluation,
that may further address some of the topics | have discussed today.

Chairman Luetkemeyer, Ranking Member Cleaver, and Members of the
Subcommittee, this concludes my prepared statement. | would be happy
to respond to any questions that you may have at this time.

‘“HUD, Office of inspector General, The Section Eight Management Assessment Program
Lacked Adequate Controfs To Accomplish Its Objective, 2012-AT-0001 (Atlanta, Ga.: Aug
3, 2012). The Inspector General recommended that HUD develop and implement
improved controls over the Section Eight Management Assessment Program as it
currently existed and improve its controls over how field offices performed program
requirements. HUD has implemented these recommendations.

#SHUD, Office of Inspector General, HUD Did Not Effectively Oversee and Manage the
Receivership of the East St. Louis Housing Authority, 2012-KC-0003 (Kansas City, Kans.:
September 5, 2012). The Inspector General recommended that HUD develop and
implement a receivership plan for the Authority that included sufficient assessments,
decision points, measurable goals, and accountability mechanisms; imprave its structure
for managing receiverships: permanently fill the director position within the Office of
Receivership Oversight; and develop adequate accountability mechanisms for HUD staff
whose primary responsibilities involved receiverships. HUD has implemented the iast
three of these recommendations. According to the Office of Inspector General, action on
the first recommendation has been suspended pending the cutcome of a legal action
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For further information about this testimony, please contact me at 202-
GAO Contact and 512-8678 or garciadiazd@gao.gov. Contact points for our Offices of
Staff Congressional Relations and Public Affairs may be found on the last page
Acknowledgments of this statement. Individuals making key contributions to this testimony

include Steve Westley, Assistant Director; Don Brown, Analyst-in-Charge;
Bernice Benta-Jackson; Emily Chalmers; Andy Finkel, Tarek
Mahmassani; Cory Marzullo; John McGrail; Lisa Moore; Josephine Perez;
Paul Schmidt; and Paige Smith.
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Appendix I: Content and Status of Relevant
GAO Recommendations

The following table summarizes the status of our prior recommendations
to the Department of Housing and Urban Development (HUD) from our
Aprit 2012, July 2013, March 2012, and March 2014 reports that discuss
Office of Public and Indian Housing (PIH) programs. We classify each
recommendation as either open (the agency has either not taken or
completed steps to implement the recommendation) or implemented. The
recommendations are listed by report.

Table 1: Status of Recent GAO Ri dati C ing PIH, June 2015

Product Recommendation Status
GAO-12-480: Moving to Work Demonstration: Opportunities Exist to improve information and Monitoring (Aprit 2012}

To improve what is known about the effectiveness of the Moving to Work (MTW) program, the Secretary  implemented
of HUD shoutd improve HUD's guidance to MTW agencies on providing performance information in their

annual reports by requiring that such information be quantifiable and outcome-oriented to the extent

possibie.

To enhance the ability to identify MTW practices that could be applied more broadly, the Secretary of Open
HUD should create a process to systematically identify lessons learned.,

To improve HUD's oversight of the MTW program, the Secretary of HUD should issue guidance that implemented
clarifies key program terms, such as the three statutory purposes of the program and the five statutory
requirements that MTW agencies must meet.

To improve what is known about the effectiveness of the MTW program, the Secretary of HUD should implemented
develop and implement a plan for quantitatively assessing the effectiveness of similar activities and the
program as a whole, including the identification of standard performance data needed.

To improve what is known about the effectiveness of the MTW program, the Secretary of HUD should Impiemented
establish performance indicators for the MTW program as a whole.

To improve HUD's oversight of the MTW program, the Secretary of HUD should develop and implement  Implemented
a systematic process for assessing compliance with statutory requirements.

To improve HUD's oversight of the MTW program, the Secretary of HUD shouid conduct an annual risk  Implemented
assessment for the MTW program and implement risk-based monitoring policies and procedures such as
those currently being considered for site visits.

To improve HUD's oversight of the MTW program. the Secretary of HUD should implement control Implemented
activities designed to verify the accuracy of a sample of the performance information that MTW agencies
self-report.
GAQ-13-581. Rental Housing Assistance: HUD Data on Self-Sufficiency Programs Should Be improved (July 2013)
To better inform Congress and improve what is known about residents’ participation in key grant Open

programs designed to facilitate resident self-sufficiency, and their progress toward self-sufficiency, the
Secretary of the Deparimant of Housing and Urban Development should develop and implement a
process to better ensure that data on Family Self-Sufficiency (FSS) participant grants are compiete; such
a process should inctude steps for identifying missing data, identifying the reasons for missing data, and
faking steps to help ensure data are complete.
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Appendix i: Content and Status of Relevant
GAO Recommendations

Product Recommendation Status

To better inform Congress and improve what is known about residents’ participation in key grant Open
programs designed to facilitate resident self-sufficiency, and their progress towards self-sufficiency, the
Secretary of the Department of Housing and Urban Development should develop and implement a

process to belter ensure that PHAs awarded Resident Opportunity and Self-Sufficiency Service

Coordinators (ROSS SC) grants annually report required participation and outcome data that are

comparable among grant recipients; this process should include the issuance of program-specific

reporiing guidance

To better inform Congress and improve what is known about residents’ participation in key grant Open
programs designed to facilitate resident self-sufficiency, and their progress towards self-sufficiency, the
Secretary of the Department of Housing and Urban Development should develop and implement a

strategy for regularly analyzing FSS participation and outcome data; such a strategy could include

identification of public housing agencies (PHA) from which lessons could be leamed and PHAs that may

need assistance improving completion rates or outcomes.

To better inform Congress and improve what is known about residents’ participation in key grant Open
programs designed to facilitate resident seif-sufficiency, and their progress towards self-sufficiency, the
Secretary of the Department of Housing and Urban Development should develop and implement a

strategy for regularly analyzing ROSS SC participation and outcome data; such a strategy could inciude
identification of PHAs from which lessons could be learmed and PHAs that may need assistance

improving participation rates or outcomes.

GAQ-12-300: Housing Choice Vouchers: Options Exist to Increase Program Efficiencies (March 2012)

To help reduce voucher program costs or better ensure the efficient use of voucher program funds, the  Open
HUD Secretary should provide information to Congress on housing agencies’ estimated amount of

excess subsidy reserves. In taking these steps, the Secretary should determine a level of subsidy

reserves housing agencies should retain on an ongoing basis to effectively manage their voucher

programs.

Further, the Secretary should consider proposing to Congress options for streamiining and simplifying Implemented
the administration of the voucher program and making corresponding changes to the administrative fee

formuia to refiect any new or revised administrative requirements. Such proposals should be informed by

results of HUD's ongoing administrative fee study and the experience of the MTW program.

To help reduce voucher program costs or better ensure the efficient use of voucher program funds, the  Open
HUD Secretary should provide information to Congress on ifs criteria for how it will redistribute excess

reserves among housing agencies so that they can serve more households. In taking these steps, the
Secretary should determine a level of subsidy reserves housing agencies should retam on an ongoing

basis to effectively manage their voucher programs.

GAQ-14-255: Native American Housing: Additional Actions Needed to Better Support Tribal Efforts (March 2014)

To increase consistency and reduce time and predevelopment cost for Native American Housing Cpen
Assistance and Self-Determination Act of 1996 (NAHASDA) grant recipients, an interagency effort

similar to that of the federal infrastructure task force but specific 1o tribal housing should be initiated with
participants from Indian Health Service, HUD, Department of the tnterior, and the U.S. Department of
Agriculture to develop and implement a coordinated environmental review process for all agencies

overseeing tribal housing development. In addition, the agencies should determine if it would be

appropriate to designate a lead agency in this effort.

To better ensure that NAHASDA grant recipients receive adequate training, technical assistance, and Implemented
support, as the Office of Native American Programs (ONAP) finalizes new training and technical

assistance procedures for NAHASDA grant recipients, ONAP should expand ifs existing mechanism fo

seek and incorporate feedback and input from all recipients, including input from recipients that have not

yet used the new procedures, in order to better ensure that its training and technical assistance

procedures meet recipients’ needs
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Appendix I: Content and Status of Relevant
GAD Recommendations

Product Recommendation Status

To better ensure that NAHASDA grant recipients receive adequate training, technical assistance, and implemented
support, ONAP shouid collect and disserminate promising approaches that recipients have used to
address housing challenges

Source: GAC. | GAD15-747
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Questions for the Record
Response by
Daniel Garcia-Diaz, Director
U.S. Government Accountability Office

Rep. Dan Kildee — July 10, 2015 ~ Housing and Insurance Subcommittee Hearing Entitled "The

Future of Housing in America: Oversight of HUD’s Public and Indian Housing Programs”
Question 1

| have been a champion of NAHASDA long before | came to Congress, and | have been happy
to see that the House has passed a reauthorization bill in both the 113th and 114th Congress.
The bilt we passed is a compromise bill, and while | don’t agree with all of it, | know it is

incredibly important that we act to ensure we fulfill our trust obligations to Indian Country.

That said, with the exception of one or two tribes, the funding for NAHASDA is not enough to

ensure that there is enough safe and affordable housing for everyone on tribal lands.

Can you briefly discuss what resources and funding are necessary to ensure that tribal

communities are able to improve and build the full amount of housing that is needed?

Please also discuss what the level of interest has been in the demonstration pilot program that
is outlined in Title VIl of H.R. 360 — the Native American Housing Assistance and Self-
Determination Reauthorization Act of 2015.

GAOQO Response

We have not conducted work to determine the specific resources and funding needed to meet
the housing needs of Native American tribes participating in NAHASDA. However, in 2011, the
Office of Policy Development and Research of the Department of Housing and Urban
Development (HUD) began a congressionally mandated study of the housing needs of Native

Americans, Alaska Natives, and Native Hawaiians. HUD's interim report on this study was made
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available online in March 2014." The report found, among other things, that Native Americans
living in large tribal areas were more than 3 times as likely as other Americans to live in
overcrowded housing and more than 11 times as likely to live in housing without adequate
plumbing facilities. The report also found that the percentage of Native American households
with housing affordability problems had continued to increase. Some individual tribes and tribally
designated housing entities (TDHE) have opted to conduct their own housing need
assessments. For example, the Navajo Housing Authority, the largest Indian Housing Block
Grant recipient, conducted an assessment of housing needs on the Navajo reservation from
2008 to 2011. The study found that not only did the reservation need 34,000 new housing units
but also that 34,000 existing homes needed major rehabilitation. As the TDHE for the largest
Native American tribe, the Navajo Housing Authority received an annual grant of $82 million in
2013. In addition, long-standing administrative challenges and other unigue conditions that we
reported on in 2014 allowed the TDHE to accumulate a reserve of grant funds that it could use

to begin addressing a backlog of needs ?

Our 2010 report on NAHASDA focused in part on how NAHASDA met the housing needs of
smaller tribes.® We characterized recipients as “small” if they received less than $250,000
annually in NAHASDA funds. We noted that roughly 20 percent of small tribes that received
NAHASDA funding (22 out of 102) in fiscal year 2008 reported developing new housing while
participating in NAHASDA. Those recipients told us that they generally had to accumulate grant
funds over several years to develop housing and in the interim provided services such as
tenant-based rental assistance to members. We also noted that NAHASDA allows tribes and
TDHEs to leverage funding from other sources to finance eligible housing activities. But
NAHASDA participants experienced some barriers to leveraging, including participants’ limited

administrative capacity and burdensome requirements associated with multiple funding sources,

HUD’s Office of Native American Programs stated that it had not received any inquiries from
NAHASDA recipients regarding the demonstration program proposed in the Native American
Housing Assistance and Self-Determination Reauthorization Act of 2015 (H.R. 360) as of

"HUD, Continuity and Change: Demographic, Sociceconomic, and Housing Conditions of American Indians and
Alaska Natives (Washington, D.C: Jan. 2014). Report available onfine at
http:/Awww.huduser.org/portal/publications/commdevi/housing_conditions.hirni.

2GAO, Native American Housing: Additional Actions Needed to Better Support Tribal Efforts, GAQ-14-255
(Washington, D.C.: Mar. 27, 2014).

*GAO, Native American Housing: Tribes Generally View Block Grant Program as Effective, but Tracking of
infrastructure Plans and Investments Needs Improvement, GAQ-10-326 (Washington, D.C.. Feb. 25, 2010).
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September 1, 2015. The proposed demonstration program would require interested NAHASDA
recipients to enter into partnership with an investor to address the tribe’s housing needs. HUD
would need to approve the plan. According to the reauthorization language, the plan would be
similar in content to the annual housing plans that all NAHASDA recipients were required to
submit to HUD. It would also establish responsibilities and deadlines for the partnering tribe and
investor and include any grant amounts the tribe had pledged as a return on investment.
According to HUD, the agency does not plan to proceed with any tribal outreach unless the

program is enacted into law.

The National American Indian Housing Council (NAIHC), which represents tribal housing
interests, told us that as of September 1, 2015, NAHASDA recipients had not contacted the
organization to express interest in the proposed demonstration. The NAIHC official told us that
he believed the demonstration had value because it would give tribes and TDHESs the option to
participate and seek additional opportunities to develop housing—an opportunity that was

consistent with NAHASDA's underlying concept of tribal self-determination.

However, a tribal housing official with whom we had previous contact on NAHASDA-related
engagements recently shared a different perspective with us. The official told us that the
proposed demonstration could pose issues for tribes because it could negatively affect Indian
preference in employment and contracts, as well as jurisdiction and quality control.* The official
also indicated that tribes already had opportunities similar to those the proposal would offer
through programs such as the Title VI Loan Guarantee under NAHASDA, Section 184 Indian

Home Loan Guarantee, and the Low-Income Housing Tax Credit program.
Question 2

My second question is regarding our capital funding for public housing. We are in a self-fuffilling
prophecy in that we bemoan the condition of our public housing, yet we specifically decline to
allocate full funding for capital improvements for our public housing. H.R. 2577—the fiscal year
2016 appropriations bill for Transportation, HUD, and related agencies—included a 10% cut to
an already underfunded Public Housing Capital Fund. How we expect to have quality public
housing when we cannot find the wherewithal to fund improvements, | have no idea. Will you
talk briefly about how much funding is needed in order to assure that we have safe and quality
public housing for everyone who may need it?

*A recipient shalt apply the tribal employment and contract preference laws adopted by the Indian tribe benefiting
from funds received under NAHASDA.
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GAO Response

A 2010 report by a HUD contfractor estimated that the amount required to cover existing capital
needs for public housing totaled $26 billion. The study further estimated that approximately
$3.4 billion in ongoing capital needs would accrue annually. The capital fund program is the only
source of federal funding dedicated to addressing the rehabilitation and development needs of
the public housing inventory. However, funding from this program remains below annual

accrued needs.

Congress provided nearly $4 billion in funds under the American Recovery and Reinvestment
Act of 2009 to help public housing agencies (PHA) address the backlog of capital projects, and
GAO reported several times between 2009 and 2012 on how PHAs were using these funds to

rehabilitate and modernize public housing.

Another program intended to address this backlog and improve the condition of public housing
is the Rental Assistance Demonstration (RAD) program, which was created in 2011. RAD
allows PHAs to convert units subsidized under the public housing program to long-term
(typically 15 to 20 years), project-based rental assistance contracts or project-based vouchers.
As | noted in my statement, continued HUD oversight of program implementation will be key to

ensuring that RAD achieves its property preservation and improvement objectives.
Question 3

There have been several proposals to expand the number of PHAs that participate in the
Moving to Work program. Most recently, the Transportation, HUD, and related agencies
appropriations bill, H.R. 2577, proposes requiring 300 additional PHAs to participate in the
program, a major increase over the 39 agencies currently participating.

« How many staff does HUD currently have to administer the MTW program?
s Does HUD have the capacity—for example, staffing and travel funds—to oversee an
additional 300 agencies?

GAO Response
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According to HUD, as of August 2015, there were four full-time MTW Coordinators, who each
manage from 8 to 15 agencies. The agency plans to hire one additional MTW Coordinator as

well as a Financial Analyst.

In our 2012 report on the MTW program, we raised concerns about HUD’s ability to effectively
manage an expanded MTW program. At that time, 35 public housing agencies were
participating in the MTW program. First, we found several weaknesses in the agency’s oversight
of the program, including a lack of risk-based monitoring. Specifically, HUD had not tailored its
monitoring efforts to reflect the perceived risk of individual MTW agencies. We recommended
that HUD implement risk-based monitoring procedures. In response to our recommendation,
HUD provided GAO with updated procedures in March 2015 that described the factors that HUD
officials would consider when determining whether to conduct site visits to individual MTW

agencies every year or every other year.

Second, our 2012 report also found that some research organizations questioned HUD's
capacity to oversee additional MTW agencies. For example, the Urban Institute reported that
the approval process that HUD was using at the time of the institute’s 2004 review of the MTW
program would not be feasible for an expanded program because of the administrative burden
involved ® At the time of our 2012 review, HUD had four full-time MTW coordinators.® According
to the director of the MTW Office at the time, HUD needed more resources to oversee MTW
agencies than it did to oversee non-MTW agencies. We concluded that if additional agencies

were added under the current program design, HUD would likely need additional resources.

HUD officials told us that although the department considered a variety of factors such as
agency size and the complexity of the MTW program being implemented, the agency’s ability to
conduct site visits depended on funding and staffing resources. For example, HUD’s site visit
schedule for 2013 and 2014 showed that in 18 cases, it could not conduct an in-person site visit
(as its procedures required) because of insufficient funding, staffing, or both. Currently, HUD is
overseeing 39 MTW agencies, 4 more than were participating in the program in 2012, with the
same four full-time MTW coordinator positions that it had then. Although HUD plans to hire an

Martin D. Abravanel, Robin E. Smith, Margery A. Tumner, Elizabeth C. Cove, Laura E, Harris, and Carlos A.
Manjarrez, Housing Agency Responses to Federal Deregulation: An Assessment of HUD's “Moving to Work”
Demonstration (Washington, D.C.: The Urban Institute, 2004). At the time of the 2004 study as well as our review,
HUD reviewed each individual request to waive specific provisions of the 1937 Housing Act before approving annual
plans.

®There were three additional coordinators who were each responsible for a single MTW agency.
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additional MTW coordinator and a dedicated financial analyst, questions remain about the
agency's capacity to effectively monitor an expanded MTW program.
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