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FEDERAL HOUSING RESPONSE TO
HURRICANE KATRINA

Tuesday, February 6, 2007

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

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

Present: Representatives Frank, Waters, Maloney, Velazquez,
Watt, Ackerman, Sherman, Meeks, Capuano, Clay, McCarthy,
Baca, Lynch, Scott, Green, Cleaver, Moore of Wisconsin, Davis of
Tennessee, Sires, Ellison, Klein, Wilson, Perlmutter, Donnelly;
Bachus, Baker, Castle, Gillmor, Jones, Biggert, Miller of California,
Capito, Feeney, Hensarling, Garrett, Pearce, Neugebauer,
Blackburn, Bachmann, and Roskam.

Also present: Representatives Taylor, Jefferson, Boustany, and
Melancon.

The CHAIRMAN. This hearing of the Committee on Financial
Services will come to order. I want to begin with an apology to
members of the public. It was not the decision of this committee
to expand the committee. You may note that there is a row of seats
facing the audience that ideally should be part of the audience, but
the committee has grown in size, and that has taken up some of
the room that would be for the public. We apologize for this. We
do have another room where people can listen. We promise not to
be too interesting, so those who only listen will not be too deprived,
and I welcome the witnesses.

This is a very important hearing. There are few areas in the
judgment of many of us on this committee where Federal policy has
failed to meet its responsibilities more clearly than in helping re-
spond to the terrible tragedy that hit people in Louisiana and Mis-
sissippi with Hurricane Katrina. There was, of course, a lot of con-
troversy about the response of the Government, particularly the
Administration here in Washington, and other governments at the
time. It is one thing for people not to be able to respond in a ter-
rible emergency in a period of a few days. It is, in my judgment,
inexcusable that this much later—a year-and-a-half after those
events—so little has been done. No one can use the justification of
an emergency or of unpreparedness. What we have is a conscious
decision not to remedy terrible conditions in which people should
not have to live.

The purpose of this hearing is not simply to document that fail-
ure, although documenting failure is an important part of any ef-
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fort to move forward. People say that we should ignore the past
and just look to the future, forgetting that dealing intelligently
with the future requires an understanding of what went wrong in
the past. Our intention—and I speak here for myself and the Chair
of the Subcommittee on Housing, the gentlewoman from California
who has been very much concerned with this since the day of the
terrible hurricane—is to listen, to elicit information, and within a
fairly short period of time, certainly by March, come forward with
legislation which we believe will begin to address problems that
have for so long been unaddressed. This committee has particular
jurisdiction over housing. There is shared jurisdiction. Insurance is
shared with the Committee on Homeland Security, and flood pro-
tection is shared with other committees.

But our jurisdiction is completely in the area of housing, and we
have a terrible problem in that a large number of housing units
were destroyed. The information we received was that in Lou-
isiana, 204,000 homes were destroyed or suffered severe damage;
in Mississippi, 61,000. Of those, 82,000 homes in Louisiana and
20,000 in Mississippi were renter-occupied, and we have two re-
lated problems: The ability of homeowners to rebuild and get back
into their homes; and a shocking neglect of the need for rental
housing. The absence of that rental housing is not simply a social
problem, but it is an economic problem, as well. An article in the
New York Times about a month ago reported the decision by the
Oreck Company to shut down a factory that they had reopened in
Mississippi after the hurricane to great praise, and one of the rea-
sons they gave, and there are always a lot of reasons and people
can be for or against a decision, but one of the reasons was that
they had a hard time getting workers because there was no place
for these workers to live. The economy of New Orleans, a service
economy with hotels and restaurants, requires housing where peo-
ple who work in those occupations can live. They will be renters
to a great extent. We have seen a complete failure on the part of
the Administration here in Washington to respond to that crisis,
and indeed, there have been efforts by the Administration to op-
pose things that we have put forward that would provide some of
the resources.

Now, let me just say, obviously a lot of governments are involved.
Our primary responsibility as a committee of the Congress of the
United States is to look at our responsibilities as part of the Gov-
ernment of the United States. People will be commenting and there
will be testimony from State officials from Mississippi and Lou-
isiana. And that is part of the mix, but the remedies we control,
the measures we will propose will deal with the Federal Govern-
ment’s response because it is the Federal Government for which we
bear responsibility, and in my judgment it is the Federal Govern-
ment which has failed completely to meet its responsibilities and,
indeed, to live up to the promises that were made by the President
and high officials of this Administration in the days immediately
after Hurricane Katrina. We have given out some paper that
makes that clear—that contrasts the President’s promises with the
failures.

And finally, let me say, people will say, why are you now getting
to this? In the period after the hurricane—
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I apologize for my condition, but unlike the condition of the peo-
ple in Louisiana, it will take care of itself. A cold goes away. A lack
of housing for people does not take care of itself, and it perpetuates
until action is taken.

The gentlewoman from California, when she was the ranking
member of the Subcommittee on Housing, and I was the ranking
member of the Full Committee, we spent as much time in this past
15 or 16 months in trying to sort out the problems in Louisiana as
anything else. She has been there. She plans to bring this sub-
committee there later this month. We tried very hard to sort this
out, and we were frustrated in our ability to do so. But now as
members of the majority, it is our intention to insist on answers,
including from the people who live there and the people who have
been trying to deal with it, as to how we can improve the situation,
what we, the Federal Government, can do to begin to meet a need
that should have been met 15 and 16 months ago, to help people
rebuild their homes and come back to their homes, and we then
plan to have a legislative package.

We have consulted with other committees, the Committee on
Ways and Means, which has jurisdiction over the tax credits and
others, and we will have a package. I believe that it is appropriate
for those of us in the Federal Government to apologize to the peo-
ple of the Gulf area, of Louisiana and Mississippi, to apologize for
having done so little to alleviate the pain that was inflicted upon
them through no fault of their own. I can’t undo the past 15
months, the past 16 months, but we can commit ourselves to doing
everything that is within the power of this committee to start to
do what we should have done a while ago.

I now recognize the ranking member of the committee.

Mr. BAcHUS. Let me start by thanking Chairman Frank for
scheduling this hearing and for his leadership of the committee.
This committee has a long history of working together effectively
in a bipartisan way, and I appreciate the positive working relation-
ship that we have established and look forward to building on that
relationship. Let me welcome my former Congressional colleagues.
You will be introduced in a very short time. I would also like to
welcome the folks from the affected States, as well as Deputy Sec-
retary Bernardi. We are all aware of the tremendous cost wrought
by Hurricane Katrina.

Most Americans recall the stark images that were broadcast by
the news media during that last week of August 2005, images of
suffering, devastation of neighborhoods, communities, dreams and
fortunes swept away in a very short time, and unfortunately, yes,
human lives swept away. A great American city, New Orleans, re-
duced to near primitive conditions. Along the Mississippi coast,
century old homes that had withstood storm after storm were no
longer there; they were lost forever. As frightening as all that was
for those of us who viewed Katrina’s wrath from a distance, via tel-
evision or news reports, only those who experienced it firsthand
can truly appreciate the devastation and anguish left in Katrina’s
wake. I remember Gene Taylor saying that if you are a Member
of Congress and you haven’t been there, you need to go there be-
cause it is worse than it is portrayed on TV. Those of us who went
there—and most Members of Congress did—found that to be the
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case. And it was in December of that year that Congress first ap-
propriated money for hurricane relief only a few months later.
Then in February, you will recall that President Bush, after con-
sulting with the Governors, put forth his budget recommendations.
I know for Louisiana it was $4.2 billion, and at that time all the
news reports said they thought that would be sufficient. So I know
there have been failures, but I know that at least in February
there was an agreement in this body shortly after the hurricane as
to what amounts of money were needed and were appropriated.

While many never lived to tell their stories and experiences of
Katrina, some did, and I understand that some of the people testi-
fying today actually went through the hurricane from start to fin-
ish. After the storm finished, here are some of the things that we
found. One is that it devastated an area of 90,000 square miles.
Now people, what is 90,000 square miles? Well, it is the size of
Great Britain. It is an area bigger than Utah, closer to the size of
Oregon, so imagine how widespread that is. That is historic.
770,000 Americans were left homeless, 1,464 deaths in Louisiana
alone. Almost 700,000—645,000, to be exact, people in Louisiana
displaced without a home. About 67,000 in Mississippi. A smaller
number in Alabama, my home State.

From a personal standpoint, I am particularly interested in hear-
ing the stories of those who continue to wrestle with the storm’s
difficult and frustrating aftermath, to learn how effective the bil-
lions of dollars in Federal aid have been in supporting the relief,
recovery, and rebuilding efforts.

Further, and I think this is most important, I hope that from this
hearing and others we will reach a consensus on some of the crit-
ical questions facing this Congress relative to this Nation’s disaster
response preparedness, such as determining which Federal agency
should lead the national response, in developing a strategy for
dealing with uninsured losses. I know that particularly in Lou-
isiana, people who thought they were fully covered found out that
it was flood insurance or that it was wind insurance and it didn’t
cover flooding. Once we determine an appropriate agency, it is of
utmost importance to determine its role and its primacy. Does the
State lead or does a Federal agency lead? Who supports? Who has
final authority? Katrina not only left physical devastation in its
wake, it left behind a reservoir of anger, strong emotions, and pain-
ful experiences. Our challenge is to channel those experiences and
those emotions into an appropriate response.

You have heard the chairman talk about his anger. We must not
let our anger and the anger of our witnesses today, a rightful an-
guish, inspire us only to more legislative anger. The people ad-
dressing us today as well as thousands of affected Americans de-
pend on us, Republicans and Democrats alike, not to get angry but
to get it right. So do those families who in the future may them-
selves experience a Katrina-like tragedy. In the past few years, we
have viewed the Middle East and events there and we have all, I
think, questioned and hoped that people there would set aside age-
long hostilities and grievances and come together and build a new
society, one founded on cooperation and brotherhood, not on re-
venge.



5

We face a similar challenge in this country. The natural inclina-
tion is for us to continue to criticize and denigrate the Katrina re-
lief efforts, but what is needed is altogether different, and that is
an honest commitment to come together and avoid the mistakes of
the past. In summary, Mr. Chairman, it is imperative that we not
waste our energy in concentrating on past mistakes, but rather
focus on ways to avoid them in the future. Thank you.

The CHAIRMAN. The next speaker will be the Chair of the Hous-
ing Subcommittee, who has devoted more time and energy to trying
to deal with this problem, I believe, than any Member not from the
affected area and, now that we are in a position to do something,
will be taking the lead in our efforts, in fact, to provide that long-
needed relief, the gentlewoman from California.

Ms. WATERS. Thank you very much, Mr. Chairman. I want to
thank you for holding this hearing, and I must admit that I was
skeptical about holding yet another hearing. We have held count-
less hearings in various committees of Congress, and there have
been so many visits both from the Senate side and the House side.
Members of various committees have gone to the Gulf region, in-
cluding, of course, New Orleans and all of the other cities, only to
find ourselves here today understanding that with all the money
that we have appropriated, and it looks as if it is $19.3 billion to
FEMA, $16.7 in Community Development Block Grant funds alone
and other moneys, that we still have displaced persons who do not
know what the future holds for them. They are living outside of
their home States, they are—some of them—their rents are being
paid by HUD and they are paying market rate rents for these tem-
porary quarters, some of which are not really habitable, worse than
some of the public housing that people are being told they can’t re-
turn to, and some of those folks who are being taken care of by
FEMA do not know from day to day whether or not FEMA will con-
tinue to provide the rental assistance for them, despite the fact
that they have no permanent housing.

What is very interesting about the situation is that, on one of my
five visits to New Orleans, I discovered there were many busi-
nesses that could not operate properly because they didn’t have the
personnel. And as a matter of fact, some of the big companies that
got demolition contracts were bringing in people from all over the
country, paying rental rates at hotels for them to stay to get in-
volved to be doing some of the work while, in fact, the residents
who were living in Dallas and Houston and all of these other places
wanted to come home, wanted jobs, but there was no housing for
them. I have visited these public housing projects, and I am
amazed at the number of public housing projects that have mini-
mal damage that could have been repaired. HUD again is paying
market rate for many of the public housing tenants to live in other
States, and these tenants all thought that they would be able to
come back home after these units were repaired. Because some of
the housing only suffered minimal damage, 2 to 3 feet of water at
the base of the project, many people thought they would be able to
come back home. They have since been told, “Oh, no, we are going
to tear them all down, and we will provide an opportunity for you
to be eligible for a unit in 5 to 6 years.” The residents are very
upset, not only can they not wait 5 to 6 years to expect to come
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back to affordable housing, but they don’t trust HUD. And most of
the whole six projects, they have lost two-thirds of the low-income
housing in these mixed developments where there is an attempt to
have market rate plus homeownerships and some public housing
units. They have lost again two-thirds of these public housing
units, and many of these people believe that not only does HUD
not want them back in public housing units but even some of the
city fathers and officials want to get rid of poor people, and this
is a convenient way by which to do it.

So the public housing residents have gotten with pro bono law-
yers, and they have filed a lawsuit, and the judge has been telling
HUD and the residents to work it out. HUD has insisted that it
must demolish many more units than the residents believe need to
be demolished. As a matter of fact, what is interesting about HUD
is that some of the units that they now include in demolition have
been approved since 1997, and they did not demolish them and re-
place them. The other thing that we are discovering about the
housing authority in New Orleans, for example, is that it has not
been maintained, that little money has been put into maintaining
these properties. In addition, since HUD made the decision that it
viflas going to demolish the units, they have done nothing to secure
them.

I walked through a number of these developments just a week
ago last Sunday. I spent a day looking and walking through, and
what I saw was this—some are in great disrepair. Much of what
happened is as a direct result of Katrina, but because the doors
have been left open, the vandalism has been great: copper piping
has been stripped out and the roofs in some of them are in dis-
repair. The rain has come in because there has been no attempt
to secure and maintain these developments. And so we have public
housing that is standing there, and even that public housing that
could have been unboarded and used to let people return was not
repaired to enable people to come back.

Now, let me just say a word about the homeowners; they are in
just as bad a shape. This Road Home Program in Louisiana is a
joke. We have given all of our CDBG money, over $16 billion I be-
lieve in CDBG money, to Louisiana and then come up with a state-
directed program out of the Governor’s office, supposedly to help
provide subsidies to homeowners, up to $150,000, and we find that
somewhere between 228 and 400 homeowners have been assisted
and not all with the full $150,000, out of 100,000 applicants. And
we find that there is a program that is not designed to really help
people but rather to keep people from getting the money because
they think somehow they may be involved in fraud.

Mr. Chairman and members, this subcommittee and this com-
mittee must undo this mess and undo it quickly, and I think we
can. The CDBG money is Federal money, and the States don’t get
an opportunity to take our money and do whatever they want to
do with it. In Mississippi, Mr. Taylor, they have done a little better
with over 10,000 units, homeowners who have been assisted, but
still I don’t think it is good enough, and then you will tell us a little
bit more about that. We intend to hold our hearings. We are going
to go to New Orleans. We are going to work with the tenants as
well as HUD and we are going to get some units opened back up.
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You are going to hear a lot about phased development and how we
can do this.

I welcome the opportunity to engage everybody today but the bot-
tom line, Mr. Chairman, is we have to move it. We have to do
something, and we have to guarantee that not only public housing
residents but homeowners are going to be treated fairly and our
money is going to be spent properly.

I yield back the balance of my time.

The CHAIRMAN. Pursuant to the agreement, I am now going to
recognize members of the minority and instead of 5 minutes, I will
make it 7 minutes to accommodate the extra, and pursuant to the
instruction from the ranking member, I will first recognize the gen-
tlewoman from Illinois for 4 minutes and then the gentleman from
New Mexico for 3 minutes, if that is acceptable. The gentlewoman
from Illinois is recognized.

And I should at this point make it clear that all members are en-
titled to submit written statements for the record without any ob-
jection. The gentlewoman from Illinois.

Mrs. BIGGERT. Thank you, Mr. Chairman, and thank you for
chairing this hearing. By all accounts, certainly Hurricane Katrina
was the most destructive and costly natural disaster in U.S. his-
tory. It led to the evacuation of a major city and the surrounding
areas and it destroyed housing and infrastructure on an unprece-
dented scale. During the 109th Congress, the Financial Services
Committee was at the forefront, I think, of the hurricane relief ef-
forts with three hearings and four briefings, with approximately 80
witnesses participating. In the months that followed this disaster,
the committee shepherded needed relief legislation to the Floor,
helping not only families in the immediate hurricane-ravaged
areas, but those who suffered in the aftermath due to flooding. But
the task of recovery and rebuilding in the Gulf Coast region con-
tinues to be monumental. We are 18 months removed from Hurri-
cane Katrina, yet the challenges seem unending. To many of those
affected, the recovery has been, to say the least, slow and
unending. Rebuilding has been hindered by the severity of the
damage, the need to limit future flood damage and the need to co-
ordinate the recovery among many levels of government. There are
still too many people who are without permanent housing, jobs,
and infrastructure. How best to go about the reconstruction of the
region and the problems facing the mortgage and financial services
industry are all issues that must be addressed.

One thing that is certain is that disasters will continue to hap-
pen. We need only to look at the devastating storms in Florida this
past week as a reminder. We in Congress need to learn from our
mistakes in the Gulf Coast. We must ask the difficult questions
about how the $110 billion has been spent in the localities, could
it have been spent more efficiently and cost-effectively? What ac-
countability should there be? What Federal organization should be
in charge of the Federal Government response? And what should
be done about uninsured losses? These are difficult questions, but
we must figure out how to get it right.

As the new ranking minority member on the Financial Services
Subcommittee on Housing, I certainly have a deep interest in this.
Clearly the availability of affordable housing is critical to the over-



8

all recovery after such a devastating storm. If there is no housing,
there are no businesses. If there are no businesses, there are no
jobs, and without jobs and businesses, residents will fail to return
and provide the economic base that will spur the economy for the
New Orleans metropolitan region.

I hope that today’s hearing will shed light on the issues that
Congress should consider in order to better plan for future disas-
ters and how to improve the capability of all levels of government
to respond to disasters effectively. And with that, I yield back.

The CHAIRMAN. I thank the gentlewoman. At this point the gen-
tlewoman from California would ask unanimous consent to be able
to insert some material into the record, some newspaper articles.
Is there objection? The Chair hears none. The gentlewoman may
proceed to insert those materials. And the gentleman from New
Mexico is now recognized.

Mr. PEARCE. Chairman Frank, I appreciate this hearing. Like all
Americans, I was deeply shocked and saddened by the events sur-
rounding Hurricanes Katrina and Rita. Hurricane Katrina’s impact
was of historic and devastating magnitude. Thousands of active
duty troops and National Guard forces all deployed to assist and
search in recovery efforts and to provide logistical and medical sup-
ports to supported areas. The President ordered the Department of
Homeland Security through the Federal Emergency Management
Agency to organize efforts between the Federal, State, and local au-
thcl)rities. And we all watched while it had less than spectacular re-
sults.

Last year Congress held hearings and introduced several pieces
of legislation in light of the Federal Government’s response to the
disaster. These included efforts to make the Department of Hous-
ing and Urban Development the primary Federal agency respon-
sible for coordinating housing assistance in connection with major
disasters resulting in long-term housing needs. We learned a great
deal from those efforts and their position not to rehash old criti-
cism but to constructively utilize lessons that we have learned.

As of this year, Congress has passed a series of supplemental
emergency spending bills totaling $81.6 billion. These relief pack-
ages came at a cost greater than any our country has ever seen in
the face of natural disasters. It is important to know that Congress
exercised oversight in these dollars to ensure that they are wisely
spent and truly reach those most in need. We must also under-
stand why portions of this funding has yet to be spent and what
}mp&zdiments exist that may encumber the efficient use of these
unds.

On a personal note, I watched as Hurricane Rita circulated 3
days over the Cancun area of Mexico. Shortly after that disaster,
a friend of mine visited in order to see what the condition of the
coast was for travel purposes. I will tell you that without billions
of dollars spent, the people began to clean up the mess, they began
to understand that their livelihood was dependent on tourism, and
there was a concerted effort to cure the problem.

Yes, I agree that we have underfunded and have not directed
funds properly, but the tremendous cost is being borne by people
in New Mexico who have had parts of their community burned by
forest fires and no national effort to help them. In my own town
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last year, a prairie fire pushed by 50- and 60-mile-an-hour winds
raced across 70 miles, burning right up to the edge of town, burn-
ing several businesses, and burning houses. The wind changed or
the entire town may have burned down, and yet we are being
charged in order to pay for people who lost possessions in a dif-
ferent natural disaster. We face tornadoes, we face other natural
disasters, and never is the Federal Government standing by to help
these people in New Mexico who have modest incomes averaging
in the $20,000 range. So as we rush to spend the Federal dollars
and to browbeat ourselves for not spending enough, remember the
tremendous cost is being borne by people who are being charged
flood insurance and yet they live in a portion of New Mexico that
will never see a flood, not in 500 years, not in 1,000 years, but they
are being charged higher rates in order to rebuild houses along the
Gulf Coast and sometimes those houses are not just primary
domiciles, sometimes those homes have been rebuilt multiple
times, and we need to ask serious questions about why we are
doing what we are doing.

I agree with the chairman of the subcommittee who found great
unsettlement at the minimal damaged apartments that were sim-
ply closed off and allowed to be stripped out. I, like most Ameri-
cans, would share the outrage that such practices were allowed to
happen in the aftermath of the hurricane. We will be happy to par-
ticipate in the oversight, and we will be happy to hold the govern-
Iinent accountable because that is what the Americans expect us to

0.

Thank you again, Mr. Chairman, for holding this hearing, and 1
yield back.

The CHAIRMAN. Let me now explain—this is a little unusual with
this hearing. It is a very important subject and we want to make
sure that a wide range of people are heard. The gentlewoman from
California will be heading the Subcommittee on Housing for this
committee to New Orleans for a field hearing in February. We will
be focusing today, and then, on specific ideas about what we can
do to make Federal resources available and make them available
in a way that leads to their being used efficiently.

We are now going to hear from four Members from the affected
areas, and I would ask unanimous consent at this point that the
four Members from the affected area subsequent to their testimony
be able to join us in participating in the hearing if they wish to do
so. Is there objection? The Chair hears none. They will get a chance
:cio question at the end of the regular membership if they wish to

0 SO.

Next, we will hear from a panel of government witnesses, after
which we will take a break. That is an unusual thing, but I don’t
want people to be rushed. I don’t want people to be sitting around
and the audience to dwindle. So, when we finish the government
panel, we will break; it will probably be around 1:00. We will break
for about an hour, and we will come back at 2:00. This will be a
late day for some. We will have two panels of witnesses, and I hope
as many Members as possible will stay. These are important mat-
ters for us to air. I don’t think a day out of our lives, given what
has been taken out of the lives of so many in the Gulf area, is too
much to ask. The gentlewoman from California.
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Ms. WATERS. Yes. I would like to submit several articles, two
from The Washington Post and one from the Wall Street Journal.
These are articles that have been written about the “Road Home:
Where is the Money?” I would like to submit these for the record
and to pass them out to our members.

The CHAIRMAN. Is there any objection? Hearing none, the permis-
sion is granted. I will now introduce our colleagues. We have the
gentleman from Mississippi, Mr. Taylor, who represents the area
in Mississippi that took the brunt of the hurricane. The gentleman
from New Orleans, Mr. Jefferson, who represents New Orleans and
on the Democratic side, the gentleman from Louisiana, Mr.
Melancon, who represents the area adjacent to New Orleans, also
very heavily hit by the flood. The gentleman from Alabama.

Mr. BAcHUS. I want to yield to the gentleman from Louisiana,
who is heading up the Water Resources Committee with the Corps
of Engineers, who has taken that position, the gentleman from
Louisiana, who has really led our efforts on Katrina.

Mr. BAKER. I thank the ranking member for yielding. I just
wanted to introduce Dr. Boustany to the panel. Most of you know
him as the Seventh District of Louisiana Republican. He came here
by way of a career as a thoracic surgeon, so I believe he has ele-
vated the Louisiana Congressional delegation’s abilities rather sig-
nificantly, for which we take all the credit.

The CHAIRMAN. We will now begin the testimony with the gen-
tleman from Mississippi.

STATEMENT OF THE HON. GENE TAYLOR, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MISSISSIPPI

Mr. TAYLOR. Thank you, Chairman Frank, for calling this hear-
ing. I want to thank you and all of my colleagues for the help you
have provided to me, and more importantly to the people of south
Mississippi, since Hurricane Katrina.

The flood insurance buy-in bill that you and Chairman Watt
drafted to help homeowners who had homeowner’s insurance but
not flood insurance eventually led to the Mississippi and Louisiana
homeowner assistance programs that were funded through the
CDBG. Although the House Republican leadership in the Bush Ad-
ministration blocked that bill, Senator Cochran was able to gain
approval for the homeowners assistance use of CDBG funds. The
Mississippi program is very similar to our bill except that it took
a year for HUD and the State to create and implement this new
program. Our bill would have provided relief more quickly to allow
homeowners to file flood insurance claims up to the amount of their
homeowner’s policy that would be funded with disaster appropria-
tions. We are very grateful for the CDBG funds, but HUD and
State created a slow bureaucratic procedure where the situation
called for expedited action. Homeowners had to wait for insurance
while the State tried to verify every detail with insurance compa-
nies, lenders, FEMA, SBA, and other agencies. Those companies
and agencies did not have the extra personnel or motivation to
quickly verify each claim. Homeowners should have been able to
provide copies of the documents, sign affidavits, and then get their
checks with the clear understanding that any fraud would be pros-
ecuted to the full extent of the law.
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While the State was treating every disaster victim with sus-
picion, the Mississippi Development Authority, the State’s economic
development agency, saw no problem in giving the contract to the
State Senate Finance Committee Chairman and two other State
legislators. I am sorry to report that the State Ethics Commission
said it was okay for a State agency to award a contract to a legisla-
ture who has influence over that agency so long as only Federal
funds and not State funds were involved. I hope your committee
will pass language to prevent this in the future.

In addition to the housing assistance grants, Mississippi is using
CDBG funds to build water and sewer infrastructure, to rebuild
public housing units, to rebuild utility infrastructure, and to tem-
porarily subsidize homeowner’s insurance in the State wind pool.
While I agree that these are important needs on our coast, I want
to ensure that homeowners receive all of the assistance that they
should from the grant program. For that reason, I ask the com-
mittee to require a full accountability of the grant program. There
should be a list of who was paid and how much they were paid.
These are Federal tax dollars, so we need to know that they were
spent fairly and appropriately.

Seventeen months after Katrina, south Mississippi’s recovery is
still delayed by the refusal of several insurance agencies to pay fair
wind claims. I wrote to Chairman Frank asking the Financial Serv-
ices Committee to conduct investigative hearings about the denial
of thousands of Katrina wind claims, wherever insurers could
blame flooding. I am very grateful that Chairman Watt, the chair-
man of the Oversight and Investigation Subcommittee, has sched-
uled a hearing for February 28th. I intend to present a case at that
time for a full investigation of the actions of insurance companies
and the engineering firms, adjusting firms, and the contractors
that they used to deny claims.

For thousands of destroyed properties in Mississippi, insurers as-
signed all damages to flooding covered by the National Flood Insur-
ance Program and none to their wind storm policies. The Mis-
sissippi Gulf Coast suffered several hours of very destructive hurri-
cane winds before the inundation by a storm surge. Insurers paid
billions of dollars of wind claims inland where they could not pos-
sibly blame flooding in the 79 counties north of the coast. Insurers
paid more than 250,000 claims totaling $3.5 billion. Claims were
paid in every county as far as 300 miles inland. Insurance claims
data from three coast counties show that the National Flood Insur-
ance Program in the Mississippi wind pool paid much more than
did private insurers. NFIP estimates it will pay approximately
18,000 flood claims in three Mississippi Gulf Coast counties for a
total of $2.6 billion. That is an average of about $142,000 per claim
where the average policy was $148,000. HUD will pay an addi-
tional $3 billion to CDBG funds to assist homeowners who did not
have flood insurance. I am convinced that the insurance adjusters
billed the flood program for some damage that should have been
covered by private wind insurance.

Last year Chairman Frank and Mr. Oxley helped make sure that
I could offer an amendment to the flood insurance reform bill to
have the Inspector General of Homeland Security investigate these
claims. This amendment passed by a voice vote. Although the Sen-
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ate did not pass the flood insurance bill, Senator Lott was able to
pass that provision to the Homeland Security Appropriations Act.
The Inspector General is required to report his findings by April
1st.

Insurance companies have a conflict of interest when we allow
them to decide whether to assign damages to the Federal Flood In-
surance Program or to themselves. The Flood Insurance Program
does not provide sufficient oversight to protect our Nation’s tax-
payers. The contract between NFIP and the insurance company re-
quires an adjuster to represent the flood program as well as the in-
surance company. The Federal regulations require the adjuster to
make a proper adjustment and to apply the same standards to a
flood claim as to a wind claim.

That certainly did not happen in Mississippi. There is docu-
mented evidence of cases in which insurance companies or their
contractors pressured engineers to revise their reports or ordered
a second report if the first report concluded that the damage was
caused by wind. Once they learned that they could not control all
of the engineers, State Farm simply stopped ordering engineering
reports. Instead the company issued a wind water claims proc-
essing protocol from its headquarters in Illinois, instructing their
adjusters to pay nothing on a wind claim if any damage could be
caused by flooding. State Farm used Haag Engineering and adjust-
ers from E.A. Renfroe to justify denials of wind claims. Both com-
panies have a history of questionable actions, including a 2006 de-
cision against State Farm’s denial of 1999 tornado claims in Okla-
homa. The Oklahoma jury found that State Farm—

The CHAIRMAN. The gentleman will have a chance to go into the
insurance issue in great detail in the February 28th hearing, and
v&ie do have a fairly packed day. So I would ask him to come to a
close.

Mr. TAYLOR. One page, Mr. Chairman. The Oklahoma jury found
that State Farm acted with malice and relentlessly disregarded the
duty to act fairly and in good faith by employing Haag Engineering
and Renfroe. In the February 28th hearing, I will ask Mr. Watt’s
subcommittee to investigate State Farm, Haag, Renfroe, and any
other partners that conspired against consumers and taxpayers.

Later this week, I intend to introduce a bill to create a multi-
peril insurance option to the National Flood Insurance Program.
That bill will create a new program to provide wind and flood cov-
erage in one policy in order to be fiscally responsible and honor our
commitment to pay-as-you-go budgeting. The premiums would be
based on actual risk with no subsidy. If this bill is enacted, prop-
erty owners will be able to buy insurance and know that the dam-
age will be covered. They will not have to hire lawyers, engineers,
and adjusters to try to prove what damage was caused by wind and
what damage was caused by water. If insurance companies get
away with placing the burden of proof on homeowners to prove that
the damage was caused by wind, I am afraid a lot of people would
not evacuate the next time a major hurricane approaches the Gulf
Coast. I have had friends tell me that they plan to stay behind next
time with a video camera so that they can document the damages.
There is an urgent need for a wind and water insurance policy for
the 53 percent of all Americans who live in coastal communities.
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In recent months insurance companies have canceled wind poli-
cies—

The CHAIRMAN. The gentleman has to conclude.

Mr. TAYLOR. Mr. Chairman, thank you very much.

The CHAIRMAN. I appreciate it. I understand that there is some
unfairness in the word-per-minute standard, but we do have to
stick to some overall time limit.

Mr. TAYLOR. I appreciate that, Mr. Chairman.

[The prepared statement of Representative Taylor can be found
on page 148 of the appendix.]

The CHAIRMAN. The gentleman from Louisiana, Mr. Jefferson.

STATEMENT OF THE HON. WILLIAM J. JEFFERSON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF LOU-
ISIANA

Mr. JEFFERSON. I am grateful to you, Mr. Chairman, and to the
members of this committee, particularly subcommittee Chairs Wa-
ters and Watt, for the attention they are already paying to our re-
covery. This hearing is just another example of the commitment of
this committee to rebuild the great City of New Orleans and the
towns and cities surrounding it.

I want to make two important points that I think should be
made from the start. First, the Federal responsibility of our recov-
ery in New Orleans is different from that of any recent disaster.
The drowning of New Orleans was not caused by Hurricane
Katrina itself. Were it so, it would rightly be described as a dis-
aster caused solely by an act of God. Rather, according to the Inter-
agency Reforms Evaluation Task Force, IEPT report issued by the
U.S. Army Corps of Engineers, the Corps admits that its negligence
in the design, construction, and maintenance of our levees was the
cause of the destruction of the homes, businesses, and lives of hun-
dreds of thousands of our people. Thus, ours is principally, by the
Corp’s own admission, a manmade disaster or a Federal Govern-
ment agency-made disaster.

Second, this Federal Government agency-made disaster had been
made worse by the failure of the Federal response from Congress
and the President to use real numbers that match up to the scope
of the devastation of our area and that would actually pay the true
cost of recovering. This is not to say, of course, that we are not
deeply appreciative of the $110 billion that has been made. That
has been enormously helpful. In our area, $26 billion of this has
been used for the recovery of buildings and homes, schools and li-
braries, and so on out of $110 billion, and the rest has been spent
on other things. But the point is that the help that has been given
has not matched up to the help that is needed to, in real terms,
fully rebuild and to recover. And these numbers have largely been
just put together as a matter of what is possible as opposed to what
was actually necessary to get the job done.

Against this backdrop there are four things in the short term
that I would like to ask this committee to work with us on, which
are tactical and long-term larger problems. The first is affordable
housing. Before the storms, around 60 percent of New Orleans’ pop-
ulation rented housing. According to a survey of 680 randomly se-
lected evacuees in Houston’s shelters, conducted by the Kaiser
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Family Foundation, 64 percent of evacuees forced into shelters
were renters and 93 percent were African American. The affordable
housing units lost in Katrina represented about 30 percent of de-
stroyed or severely damaged rental housing. As of December 2006,
more than 4,000 families that reside in public housing had not re-
turned because their developments remained closed. Some of them
have made their way back to the city, only to find that their units
were boarded up, padlocked, and surrounded by fencing, despite de-
mands by residents who hold leases that these units be reopened.

Additionally, 32 percent of renters paid less than $500 a month
for rent before the storm. Post-Katrina, the average rent has risen
more than 70 percent. In 2005, prior to Katrina, there were 5,100
families residing in public housing units. Currently, fewer than
1,000 families have been able to return. And in June 2006, HUD
announced plans to demolish 5,000 salvageable units. This rep-
resents a discriminatory and an illogical policy of destroying homes
during a housing crisis. Moreover, many of these units proposed for
demolition can be repaired and modernized at a fraction of the pro-

osed cost. Demolition of these homes would cost approximately
5450 million more than simply repairing the units, and most re-
pairs are stemming from slight water damage and vandalism.

The second is the effect of the Flood Insurance Program. As Mr.
Taylor has alluded to, many of the homes in our area weren’t pro-
tected by flood insurance because the FEMA map said that they
didn’t have to be, that the levees would take care of it all, and they
would require—in many places like in the lower Ninth Ward we
have heard so much about, 66 percent of the homeowners living
there owned their own homes, and they had owned them for many
years, they had been passed down from generation to generation,
had no mortgage on them for the most part, and therefore had no
flood insurance requirement. The flood comes, they are relying on
FEMA estimates of risk, and their homes are lost, so they are pe-
nalized unfairly. We talked earlier about how to remedy this.

Mr. Taylor proposed some time ago and I think this committee
ought to still look at this whole issue of permitting people to retro-
actively get involved in the Flood Insurance Program. The Road
Home Program you heard Ms. Waters describe this morning and
others describe—we have gotten $10 billion of the CDBG money to
provide home rebuilding in our area. The State has chosen to ad-
minister this program through what is called the Louisiana Recov-
ery Authority, the LRA, with the help of an administrative con-
tractor called ICF. To date, as she has stated, over 100,000 applica-
tions for assistance have been made. Only about 300 people have
actually received Road Home grants. And while the creation of bu-
reaucracy by the State and the Administration’s program in order
to ensure against improper payment is laudable and necessary,
guidance from this committee with respect to the use of banks to
disperse these funds, deadlines for the disbursal of these funds and
permissible use of funds for administrative costs and grants to
business would be very helpful.

And finally, I would just like to mention the HUD disaster assist-
ance and voucher and rental assistance program. These programs
were designed for shorter term recovery periods than is the reality
for Katrina victims. The maximum assistance amount allowable
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per family of $26,200 should be revisited with a view toward lifting
it to meet present needs, and the deadlines that are being arbi-
trarily set for the cutoff of rental assistance is further stabilizing
the already disrupted lives of Katrina survivors. This is a par-
ticular problem for the elderly, for the disabled, and for families
with children.

I would like to thank this committee for this opportunity, and I
look forward to having us work on these four discrete issues as we
work on the larger issues which I think have to do with whether
or not we actually have met our Federal responsibility overall be-
cause I believe this number that we have talked about, this $110
billion, was a whole lot of money, was simply picked out of the air,
and was not based on any real assessment of what the needs are
for a full recovery. So I thank the chairman for this opportunity to
present to the committee.

The CHAIRMAN. The gentleman from Louisiana, Mr. Boustany.

STATEMENT OF THE HON. CHARLES W. BOUSTANY, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF LOU-
ISIANA

Mr. BousTANY. Thank you, Mr. Chairman. I appreciate the op-
portunity to testify before the committee, and I thank the members
of the committee as well. And I ask unanimous consent that my
full written statement be—

The CHAIRMAN. Without objection.

Dr. BousTANY. Mr. Chairman, the official title for this hearing,
“Federal Housing Response to Hurricane Katrina,” suggests that
there was only one storm that hit the Gulf Coast in 2005. In fact,
my southwest Louisiana district was directly hit by Hurricane Rita
on September 24, 2005, a second storm. The total damage from this
storm is estimated at approximately $10 billion, making Rita the
third most costly natural disaster in U.S. history. It is also called
the forgotten storm in my neck of the woods. The southwest Lou-
isiana parishes of Vermilion, Cameron, and Calcasieu are critical
components of our Nation’s energy security, including oil refineries,
pipelines, and petrochemical plants. Vermilion Parish is home to
the Henry Hub, the pricing point for natural gas futures contracts,
and the West Hackberry Strategic Petroleum Reserve in Cameron
holds about one-third of the U.S. strategic reserve. Furthermore,
this area will remain vital in the future as 25 percent of all natural
gas consumed in the United States will eventually come through
just one parish in my district, Cameron Parish, in the next few
years. In Calcasieu Parish, 75 percent of the roofs in the parish
were damaged or destroyed. About 13 percent of the nearly 20,000
properties in Vermilion Parish sustained major or severe damage,
with the remainder incurring roof damage, flooding, or both from
the storm surge. Cameron Parish was hit the hardest; 3,241 homes
sustained damage, 90 percent of the homes in Cameron Parish;
2,000 of those homes were completely destroyed and need to be re-
built. Based upon percentage, the damage in Cameron Parish ex-
ceeds the damage in Hurricane Katrina-hit areas in Louisiana, and
is about equal to the damage seen in the district of my colleague
from Mississippi.
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I have said from the very beginning of the recovery and rebuild-
ing process that the Federal Government cannot micromanage this
process, but it must provide support for local decisionmakers to cre-
ate the environment for vital partners, small business owners,
homeowners and others to rebuild, to return, and to become success
stories. The Congress has done a good job of providing money, but
the second part of our function is oversight, and that is why I am
pleased to hear that we are having this hearing. We need to see
why the money that has been appropriated is not getting into the
hands of those who actually need the money.

There are three issues that the Federal Government can have an
impact on, and these will be housing for workers, insurance for
homeowners and businesses, and looking at the Go Zone legisla-
tion. The unemployment rate has been around 3 percent since the
spring of 2006, coming down from a high of around 16 percent in
my district. Wages have increased by as much as 25 percent. The
demand for labor remains high and the shortage has been one of
t}flfe chief factors cited by local leaders as prolonging the rebuilding
effort.

I urge my colleagues to consider the impact of the housing short-
age on additional workers needed to do the rebuilding, and we need
to look at policies that will help bring this about. Homeowners and
small business owners are having difficulty obtaining insurance or
retaining policies after Rita. Homeowner premiums have increased
100 percent if they can find the policy to purchase and similarly
insurance for business owners has increased by as much as 75 per-
cent in 1 year.

I think the Federal Government can aid homeowners, families,
and small businesses by looking at ways to enhance the ability of
insurance companies to obtain reinsurance, which is a significant
problem, and to allow insurance companies to set aside tax de-
ferred reserves to pay for future large catastrophes like this.

In December 2006, Congress approved legislation to extend cer-
tain Go Zone provisions to the most heavily impacted areas. I want
to thank my colleagues for their support of this legislation and
hope that they will continue to support such measures to aid in the
economic recovery and rebuilding of the region.

I want to leave the committee with one last thought. After Hurri-
cane Rita I was driving, shortly after the flood waters had receded,
and I was driving through Vermilion Parish and came across a
home and there was a gentleman out there cleaning debris. The
yard was a mud flat with all kinds of debris, it smelled awful, and
I walked out to talk to this fellow to find out what had happened,
if this was his home. The fact of the matter was that it was his
wife’s home and she had returned to work and he was just trying
to start the recovery process with his sleeves rolled up, on his own.

I saw where floodwaters had come in 6- to 7 feet high, blew out
windows in this home, blew out doors, and when we walked into
the home there was 8 inches of mud and debris everywhere, fur-
niture, large pieces of furniture were thrown about, and you could
reall;(r1 appreciate the full effect, the full magnitude of what hap-
pened.

But, you know, when I walked into the living room, everything
was destroyed in that room except for one picture of the family on
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the mantlepiece right above. It was splattered with mud but it was
still there. And that symbolized to me what the strong-willed peo-
ple of southwest Louisiana are all about. They are not waiting for
the Federal Government, they are not waiting for the State govern-
ment. They are rolling up their sleeves and actually trying to get
the work done and the least we can do at the Federal level, and
State level is to provide some assistance.

Again, I thank you for allowing me to testify here and look for-
ward to any questions that might arise. Thank you.

The CHAIRMAN. The gentleman from Louisiana, Mr. Melancon.

STATEMENT OF THE HON. CHARLIE MELANCON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF LOU-
ISIANA

Mr. MELANCON. Thank you, Mr. Chairman. I want to thank the
Congress first of all for the appropriated moneys that they have
sent to the Gulf Coast region. While it is a good effort, there is still
a lot to be done. Mr. Chairman, I would like to thank you for hold-
ing these hearings. This is one element of a recovery, the housing
element, and there are many other elements that have to be ad-
dressed that have not been addressed.

I would like to thank the Speaker for allowing the committees to
begin the process of looking into the problems that we have and
looking for ways to resolve those problems. I would like to echo also
the comments made by my colleague, Mr. Boustany, and the fact
that this is not just Katrina, this is Katrina and Rita, two of the
most devastating storms to hit the coast of the United States, caus-
ing the most damage. And a lot of the people who are outside of
New Orleans, and we feel for New Orleans, and we want to help
New Orleans, and we will help New Orleans in spite of it not being
our district, but we need for people to understand that it is the en-
tire Gulf Coast, from the Mississippi line at Alabama to the Texas
line at Sabine River and actually somewhat into Texas and some-
what into Alabama.

It has been 18 months since Hurricane Katrina made landfall,
and almost 17 months since Hurricane Rita, and it feels good to
know that my colleagues remain committed and supportive of see-
ing the Gulf Coast rebuilt. As you are all well aware, Katrina made
history as one of the most devastating storms our Nation has ever
witnessed. Rita followed with just as much devastation.

The destruction wrought by the storms was unprecedented. Hun-
dreds and thousands of homeowners and renters were left without
a place to live, and sadly so many of the people are still in the
same position today. I have often heard figures citing a Federal re-
sponse totaling $118 billion for rebuilding of the Gulf Coast but the
problem the Gulf Coast residents are facing is that they aren’t see-
ing this money on the ground back at home.

This problem persists because of a litany of issues that continues
to expand. Among some of the most pressing Federal policy needs
is reform of the Stafford Act, which cannot currently deal with a
Katrina-sized catastrophe. Insurance policy reform. Private insur-
ance companies have given up on coastal Louisiana and other
places where it appears that they can’t make an easy buck. An un-
derfunded and behind schedule comprehensive hurricane protection
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system. This is critical to defending ourselves from the next big
storm. SBA disaster loan reform saw small businesses can revive
an economy that desperately needs the extra staying power. Fur-
ther extension of the Go Zone tax credits that include all areas se-
verely damaged by the storm. And of course an inadequate housing
policy, the purpose of this hearing today.

The current system is failing us. Public housing remains shat-
tered and low income rental housing is next to impossible to find,
or, for the lucky ones who can find it, they are finding it next to
impossible to afford. The longer it takes to provide this housing,
the longer our recovery will take and the more widespread the
damage to our economy will be.

I commend you, Chairman Frank and Ms. Waters, for turning
over the first stone in this recovery process. We have a long jour-
ney ahead of us but from what you will all learn from these wit-
nesses today, and from what will continue to reveal itself under
close scrutiny across-the-board in the recovery process, I am con-
fident that this Congress will allow the Gulf Coast to rebuild, in
the words of President, bigger and better than ever before.

I will keep this succinct as you have more important witnesses
to hear from, but again I appreciate the opportunity to be here and
I appreciate this Congress taking the necessary steps to help get
my constituents and other residents of Louisiana back in their
homes. Thank you.

The CHAIRMAN. The chairman now recognizes the gentleman
from Texas, Mr. Green, who has a major interest in this because
his district has been, and continues to be, a quite gracious host to
many of those who have been displaced. Let me say to the gen-
tleman, Mr. Boustany, I accept your point, and it is true that we
did mistitle this hearing, but as you can tell from your presence
here, we got the casting right, which is important. We did implic-
itly acknowledge that and we will make sure that in the future we
correct the title.

The gentleman from Texas had a unanimous consent request.

Mr. GREEN. Yes, sir, I would like to submit two letters sent to
the Director of FEMA concerning the termination of Section 408
housing assistance, and with unanimous consent, I would like for
them to be entered into the hearing record.

The CHAIRMAN. Is there any objection? The Chair hears none.

The Chair will ask unanimous consent to enter into the record
a letter just received February 5th from the Chair of the Federal
Reserve, the Chair of the Federal Deposit Insurance Corporation,
the Chair of the National Credit Union Administration, and the Di-
rector of the Office of Thrift Supervision. Several of us, the gentle-
woman from California, the gentleman from North Carolina, the
gentlemen, Mr. Jefferson and Mr. Melancon, from Louisiana, the
gentleman from Mr. Mississippi, Mr. Taylor, and the gentlewoman
from New York, Mrs. Maloney, wrote to these regulators asking
them to reaffirm their encouragement to financial institutions to
show forbearance for the people who are trying to pay off mort-
gages. What we have, I am very pleased to see, is a letter from all
of the regulators reminding banks that they are encouraged in a
responsible way to show forbearance and essentially make it clear
that no financial institution needs to fear being penalized because
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they show unusual flexibility as long as they say there is an ulti-
mate target towards loan repayment. They acknowledge your effec-
tive loan workout and recovery may involve protracted resolution.

We appreciate the regulators making that clear, and I ask unani-
mous consent that this correspondence be put in the record. With
that we will begin the questioning. I would ask the members to try
to keep the questioning of our colleagues brief. Let me just ask, to
begin, and some of you have done this and I don’t ask you to do
it now, but we plan to legislate, and this committee’s jurisdiction
is in housing, it is also in insurance, and we will be dealing with
the insurance matters in separate issues, but we would welcome
from you specific proposals as to what we can do, partly to make
more resources available, and partly to free up resources. We have
been told, for instance, that we need to extend the time when tax
credits can be used.

The gentlewoman from California, who has been on top of this,
raises questions about some of the matching requirements. Are
they too onerous for governments that are financially burdened?
We would welcome your recommendations as to that. We have, we
believe, money that will be coming as part of the bill dealing with
Fannie Mae and Freddie Mac in the first year that will be money
available for affordable housing. How we distribute that, that issue
will be before us.

I am going to cut off my time right now, but I do invite my col-
leagues to continue, as they have been, to share with us. We have,
of course, the gentleman from Louisiana, Mr. Baker, who has
played a major role and we want to work with him.

The gentleman, Mr. Jefferson.

Mr. JEFFERSON. Mr. Chairman, if I might, the first thing that I
think this committee ought to pay real attention to is the issue of
public housing. It is so obvious that this is a wrong-headed policy.
It is keeping people out of town for no good reason, and these are
people who had their leases paid up, who actually had leases, legal
agreements to rent and to occupy space, and the Mayor announced
that the water was on, the lights were on, and they came back to
town and couldn’t get in the houses.

I think to the extent this committee can do it, you really ought
to direct HUD to revisit this whole area and to not engage in demo-
lition that will keep people out of town. Everyone is for improving
the housing developments down the line, and I think we can do
that. But we ought not as almost a penalty for folks trying to make
it %ack home, to not let them back in until we get everything just
right.

The second thing is you mentioned that the Gulf Opportunity
Zone legislation needs to be extended for the low income housing
tax credit and the GSA reform program that you talked about so
much that we want to see done as quickly as possible to provide,
I think you said, $4- or $5 million in assistance for rental units and
for the homeowners.

And the last thing is the HUD disaster voucher and rental as-
sistance programs. As I mentioned, some people, some families are
approaching the $26,200 cap because it was designed for much
shorter periods of disaster recovery than we are experiencing now
and the reality is that it is taking a long time because it has been
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such a devastating proposition for people. That needs to be lifted,
there needs to be some guides as to under what circumstances it
should be done, but it needs to be done.

And the other thing is that on the rental assistance program,
what happens there is that you keep getting these deadlines for
people who move out, they have nowhere to go, and what is the
point of that. There ought to be a more humane way to deal with
this whole set of issues than they are being dealt with now.

Finally, on the flood insurance issue, we have people penalized
back home because they had no flood insurance, but it was because
FEMA said they didn’t need to have it; it was okay. And they are
being penalized. As the folks back home who make up the Road
Home Program, they are saying to people, “You didn’t have flood
insurance, you get penalized for not having had it”, when of course
this doesn’t make any sense because FEMA said that they didn’t
need it.

So those specific three or four areas, I think, we can do a lot of
good in a hurry if the committee will take those up in the next few
months and get something passed in that regard.

The CHAIRMAN. Just two points. One, the gentlewoman from
California and I have talked, and we intend to try to legislate, we
have spoken to Mr. Thompson from Mississippi, the chairman of
the Homeland Security Committee. The relationship between HUD
and FEMA is hopelessly tangled up and we need to straighten that
out.

Mr. JEFFERSON. The last thing I forgot to mention was the Com-
munity Disaster Loan Program, the forgiveness issue. We did for
the first time in this Congress require our local governments to pay
back these community disaster loans. We have never done that be-
fore in the history of this Congress. We did it, I don’t know why
we did it, but it was done.

The CHAIRMAN. We can undo some of that, and that is one of the
specifics we will be examining. We plan to sort out the responsibil-
ities between FEMA and HUD, along with the Homeland Security
Subcommittee. My own initial view is that FEMA ought to be the
emergency provider, but at some point very soon after that HUD
ought to be involved because we do agree that there have been
some problems there.

Mr. Baker.

Mr. BAKER. I thank the chairman for this time. Mr. Jefferson, I
am going to be pretty brief because I want to get to my other two
Louisiana colleagues, and I don’t mean to intentionally ignore my
Mississippi friend, but this is so unusual to get the delegation at
a meeting like this and to talk through where we are. Am I correct
in assuming Road Home for you in your district is not working
well?

Mr. JEFFERSON. That is a correct assumption.

Mr. BAKER. If you were to look at the Road Home balance, I un-
derstand, as of the most recent data, and it can be updated later
by other witnesses, there are about $31 million worth of awards to
506 families, averaging $62,000 per home. That means of the $7.5
billion for Road Home we probably have somewhere around $7.45
billion not yet actually contractually obligated.
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This is the hard part. If we were to take advantage of the chair-
man’s kind offer on the GSE bill, which could generate $500 million
to $1 billion more, given the HUD, FEMA, State government, local
government, everybody’s problems in communicating with each
other, would you welcome a more direct line of expenditure coming
from the Federal Government to identified professional recipients
to, for example, go build a pilot project in a community which is
affordable housing somewhere else, maybe a model community
which would have a grocery story location, or a school location, not
just housing locations?

If I am assessing your view correctly, the Road Home, even if it
were implemented perfectly, is not community restoration, it is
about helping individual homeowners, and that, my friend, I don’t
believe will work. Do you agree?

Mr. JEFFERSON. I agree with you as long as we make the proper
resources available to do it; I agree that you have to restore com-
munities.

Mr. BAKER. It is more about getting it done than how we do it
at this point, isn’t that correct?

Mr. JEFFERSON. I think—I hate to concede how we do it but I do
think what is most important now is to get it done. I will agree
with this also, that there are lots of problems I have with the way
the Road Home is structured, you may have some too. I don’t know
if it was a good idea to have the LRA and ICF and all of these
other people doing things. I don’t know if it wouldn’t have been bet-
ter to have the money go to parishes and having the four parishes
that were involved.

Mr. BAKER. I am not ready to jump to a specific remedy today.
All T am trying to get is conceptual agreement among us that what
we have now isn’t working, we still have resources technically
ava}illab?le, and maybe we can have a different course. May I jump
to that?

Mr. JEFFERSON. I agree with that. I go back to the Baker bill,
which has some of these concepts in it.

Mr. BAKER. Now you are really cooking.

Mr. JEFFERSON. I think it was a very good idea and after we all
negotiated it turned out to be a wonderful program that never got
implemented. Several of the features in that bill, I think, were good
features.

Mr. BAKER. Quickly, Doctor, do you have any comment? Do you
believe that Road Home is working for Rita?

Mr. BousTany. I would agree with all the comments that my col-
league here just mentioned and we are experiencing the exact same
thing in my district.

Mr. BAKER. Mr. Melancon.

Mr. MELANCON. Obviously the outward appearance is that they
are struggling with it. There are going to be some representatives
of LRA and I think they would probably be the best people to ad-
dress the questions of what the problems really are.

Mr. BAKER. My last comment. At one point along the way, for the
rest of our members of this committee, a great deal has been said
about $110 billion. We have not seen $110 billion. And in fact,
when you look at some of the FEMA’s own accounting numbers, in
one-quarter of all money sent to the State for recovery, 24.9 per-
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cent in one quarter went to FEMA. I think those numbers are still
north of 20 percent.

So when we are haranguing about the inefficiency of Louisiana
State government, let’s not look past Washington ourselves. We are
doing a pretty bang-up job of eating up a lot of the money on our
own.

Mr. MELANCON. If I could, one of the things, and I think the peo-
ple with the LRA will be here, and I will be happy to give this to
the committee to take a look at it. The $110 billion that is being
touted as spent just in Louisiana has been $59 billion that is allo-
cated to Louisiana. Of that, $18 billion was handled by the govern-
ment for debris cleanup, housing for the employees, and transpor-
tation back and forth or whatever, $14.7 billion was for NFIP flood
insurance which was for premiums paid by people who had a pol-
icy, not because we gave them money. Then the rebuilding effort
is $26.4 billion. I think roughly $10 billion was to be for the Road
Home Program.

The CHAIRMAN. If the gentleman would submit that. Without ob-
jection, we will make it a part of the record.

Mr. TAYLOR. Mr. Chairman, if I may. As you know, I serve on
the Armed Services Committee, about 100 yards down the hall
from here. The generals and the admirals all tell us that within
our lifetimes, we will see a weapon of mass destruction attack on
the United States, and the thing that really hit me after Katrina,
in addition to everything else, is that a weapon of mass destruction
attack on the United States is going to look a lot like south Mis-
sissippi looked after that storm; no electricity, no water, and no
food. The vehicles did not operate either because they had been
under water; they had no fuel.

And so it is important, whether it is called the Road Home,
whether it is through CDBG or Federal flood insurance that we do
have a national program to try to get people back in their houses,
that the mistakes that were made in Mississippi and Louisiana are
not repeated, and that this is the proper forum to correct them.

The CHAIRMAN. I thank you. I should add, too, that there was a
reference to the Community Disaster Loan Program; primary juris-
diction of that is in the Small Business Committee. Fortunately,
the Chair of the Small Business Committee sits on this committee,
and I know that she is eager to work with people in correcting that.
We will get to her.

The gentlewoman from California.

Ms. WATERS. Let me say that Mr. Baker has left but I agree with
him that you can’t rebuild communities in the way that is antici-
pated by the Road Home Program, and I also would like to say to
our members that despite the fact that oftentimes it is said that
the Federal Government should not try to administer local pro-
grams, I am going to push very, very hard for the feds to redesign
how to get the money to the homeowners.

We will not simply sit back and say that—we can’t point fingers
and let the past bygones be bygones. We are not going to continue
and cannot continue to allow our CDBG money to be mismanaged
in the way that it is with the Road Home Program and any other
program that is supposed to be getting money in the hands of the

people.
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Now, having said that, I think that I have—and the chairman
has—basically made it very clear that we are very concerned about
the Road Home Program and we are going to move very aggres-
sively on it. Let me talk about public housing now. This is a serious
issue that can be resolved. It is my belief that the judge in this
case is waiting on both sides for us to get together and work this
out and make it work. And I think we all need to hone in on this
problem and let the judge and everybody know that we are for re-
turning everybody back to public housing who want to come back.
And we have to do it immediately and we have to get those units
rehabbed.

Secondly, we also have to think about the waiting lists that have
been there for years with people wanting to come into public hous-
ing who have not been able to get into public housing. We also
have to ask why haven’t the units that were approved for redevel-
opment been done after all of these years, and why is it now we
have to take a broad brush and talk about tearing down all of these
units and redevelopment.

I would like to know if the four of you and anybody else rep-
resenting the area could possibly get together in support of the
public housing residents and sign off on letters that would urge
precisely what we are talking about in getting people back quickly
into units that can be rehabbed and use phased redevelopment so
that you get the rehab units. Then we can get people back and they
can go on with some kind of redevelopment for the future and not
wait to tell people you can come back in 5 or 6 years. Will every-
body agree to something like that?

Mr. JEFFERSON. Absolutely.

Mr. MELANCON. I agree, and my only regret is we are 17 months
after the fact that we are talking about so I commend you for
bringing it to the attention not only of the Congress but to the peo-
ple of America.

Mr. BousTaNYy. This is an issue in Calcasieu Parish for me in my
district and I would be happy to work with the committee in any
way possible to see what we can do to come up with a reasonable
solution. We are way beyond the time that steps should have been
taken, but I agree, better late than never.

Mr. JEFFERSON. Absolutely, it is a great initiative, and I would
fully support the community’s work in that regard.

Mr. TAYLOR. The same.

The CHAIRMAN. She didn’t ask me but I just want to join in on
that. It is absolutely essential. It is going to be the policy of the
committee to the extent that those of us in the majority can make
it, please do not do poor people the favor of tearing down the places
they now live in so 7 years from now they can have better places
to live in. It is going to be our policy that it is very nice to promise
poor people better houses than they now have, and after you have
built them you can displace them from where they are living, but
the promise of a nice house by and by is no substitute for a place
to live right now, and we will be insisting on one-for-one replace-
ment with rare exceptions and the replacement has to precede the
displacement.

Ms. WATERS. Mr. Chairman, yes. Let me just say that the one-
for-one replacement is extremely important and the reason I ask
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our members today if they can agree on basically what I have pro-
posed even though it is not specific yet is because it is going to be
important to try and get the local elected officials, State elected of-
ficials, and the Members of Congress all together on this issue be-
cause the people think that there is an underlying effort to get rid
of poor people and to tear down these units and send them off into
the wild blue yonder without knowing where they are going to live.
And I think to the degree that everybody gets together and sends
this message, that HUD will bend over backwards. I have met with
the Secretary and I have met with some other representatives of
HUD and it seems to me that they have been moving and backing
down a bit the more I propose, and so I think we can work this
out, yes, sir.

Mr. BousTANYy. I would just add, I agree with Mr. Baker’s com-
ments about building communities and I would ask the committee
to look at my hometown of Lafayette, Louisiana, where we are
doing some very innovative things with public housing and looking
at programs that would enhance homeownership, programs that
help build homeownership for those who are in public housing
today, and the head of the housing authority is doing a wonderful
job down there and I would ask the committee to perhaps look at
that as it moves forward.

Ms. WATERS. Mr. Chairman, I was in Lafayette and I am aware
of some of the things going on there, but what we have to focus
on right now is getting people back into public housing. Most of the
housing had been taken off the market in terms of being available
for people, and one of the things we have to be very, very careful
about with homeownership is reducing the number of units that
are available to poor people in the interest of homeownership. We
can have mixed use development, but we have to always have one-
on-one replacement.

The CHAIRMAN. I would just say, too, that the Chair of the Hous-
ing Subcommittee has just articulated what will be the policy of
the majority on this full committee.

The gentleman from Texas.

Mr. NEUGEBAUER. Thank you, Mr. Chairman, and I appreciate
you holding this hearing. What I would like to do for the panel is
to make a brief statement that these communities that you live in
and represent so well were built by the private sector; they weren’t
built by government. I would tell you that your biggest friend, your
biggest hope quite honestly in rebuilding your communities is not
FEMA, not HUD. They always cut me off.

And so what I would hope we would do, and I agree with Ms.
Waters in the respect that we don’t need to go move people out and
put them somewhere in a temporary holding pattern until we build
them a new place, but what I do think we need to do is to be very
strategic about the housing that we build.

And so my first question to the panel, and the gentleman from
Mississippi, I am not going to leave you out, I am going to let you
also be a part of this, tell me about the housing activity, the re-
building that is going on in your district right now.

Mr. TAYLOR. I appreciate the gentleman’s question. Let me start
by saying that when it came to something incredibly important to
people, which is insurance, our Nation led the way in being fair
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with people. I didn’t have one single complaint from one con-
stituent about not getting paid from their Federal flood insurance
plan. I have had thousands of complaints of people in the private
sector.

And so when you talk about rebuilding, part of the problem with
rebuilding is that the insurance industry didn’t pay people’s claims.
So here is a person, I will start with myself, I will start with Sen-
ator Trent Lott, I will start with Federal Judge Lou Guirola, your
house is gone and your insurance agent says that they don’t see
any wind damage, despite NOAA saying there were 5 hours of hur-
ricane force winds before the water ever showed up.

So you take a school teacher, retired military, retired policeman,
under those circumstances, they have just lost their house. They
still have a mortgage. The insurance didn’t pay it. So part of their
rebuilding problem is no insurance.

The second thing that happens is one by one these are small
communities, your insurance agent finds you and says, “Oh, by the
way, when you rebuild we are going to quadruple your rates.” That
has been an incredible hesitancy for people to rebuild because gee,
I didn’t get paid last time, now you are going to charge me 4 times
more money and you probably won’t pay me then.

Again, when you are talking about rebuilding, you cannot ignore
insurance, and it is the number one issue in south Mississippi right
now, and again I would remind people it is cool to be down on the
Federal Government but I want to tell you the only group that was
fair with the people in south Mississippi was the National Flood In-
surance Program. That is a program that needs to be refined but
preserved.

Mr. NEUGEBAUER. To get back to my original question, is there
building going on in your community?

Mr. TAYLOR. It is painfully slow because people didn’t get paid
and the second part is just the scale of what happened. No one
could have imagined 20,000 houses disappearing overnight. And we
are fortunate enough to be small town America where you know
your contractor, you know your plumber, and you know your elec-
trician. Well, you are going to wait.

I finally got a framer after 16 months to show up on my prop-
erty. Believe me, I really do understand this. So that has been a
huge part of the problem, but it makes, to Ms. Waters’ point, it
makes public housing that can be saved and saved quickly an ex-
tremely high priority because of the need to get labor in there to
do the sort of things that need to be done.

Mr. NEUGEBAUER. I think the question about public housing, I
have been in the homebuilding business and so one of the things—
and I used to renovate housing. At some point in time, the econom-
ics of renovating something don’t make economic sense and so I
think what we have to be careful there is that we have the stew-
ardship of the American taxpayers’ money and so what I think we
have to determine is: Is that money better leveraged with the pri-
vate sector in other kinds of housing initiatives that would have a
longer economic, long-term life than just going in and throwing
good money for a quick fix that has very little long-term upside.

Mr. Jefferson.



26

Mr. JEFFERSON. Just to the public housing point, as I said in my
statement, from all the evidence we have, to repair the public hous-
ing is $450 million less expensive than to demolish it and rebuild.
The insurer for the Housing Authority of New Orleans has done its
own little look-see and it found that 20 buildings in the. C.J. Peete
public housing development back home would cost less than $5,000
each to repair most of the units, and a few would cost more than
$10,000 each.

So these places were places where families lived before the
storm. What is perplexing is why they aren’t as good to live in now
as they were before the storm. Nothing happened. Many of them
weren’t affected by the water because they are on the second, third,
or fourth floor, so consequently people could move back in. We don’t
see why the policy is as it is except they just don’t want to let folks
back in town.

On the other part that you mentioned, I think there is a lot of
self-help going on. People are really trying hard to get back in.
They are waiting for insurance that doesn’t come through. The SBA
loan program isn’t working for them properly. But they are still
nonetheless coming in and trying somehow or other to get back
home.

The last thing is the point I made starting out, that we ought
to look at this in a different way than just an act of God. In our
case, particularly in New Orleans where the levees broke, where
the Corps comes back and does a study and concludes that yes, it
is a reason why, the breaches in the levee that were the fault of
the Corps in design and construction mainly was the reason why
the city drowned.

In any event there is a larger Federal responsibility, it would
seem to me, than in the ordinary case of just an act of God. So I
urge the committee to look at it along those lines as well as we go
through these difficult issues.

Mr. NEUGEBAUER. Mr. Chairman, I request an additional 30 sec-
onds for microphone malfunction.

The CHAIRMAN. Mr. Boustany, then we will finish up.

Mr. BOUSTANY. Just very briefly. It has been important to recog-
nize that you cannot separate the insurance issues from the hous-
ing issue and a labor shortage issue. The three are linked. And as
we go forward in looking at how do we devise policies, we have to
keep that in mind.

But secondly, I want to mention how important the GO Zone leg-
islation was. It was tremendous. That was an example of a well-
designed program that really spurred rebuilding in my district and
it is impossible to underestimate or overestimate how important
that was. It was a very important program and it is something that
I think needs to be extended to a certain point in time when we
know that we have completed this recovery.

The CHAIRMAN. Thank you. Ms. Velazquez.

Ms. VELAZQUEZ. Thank you, Mr. Chairman. As you know or
maybe you don’t know this, but the SBA Disaster Loan Program
is the primary source of long-term financing for homeowners and
small businesses and the problem that we saw throughout the
whole Katrina, Rita experience is that SBA response was totally in-



27

efficient and ineffective, and that is due to the fact that for the last
5 years the Bush Administration cut SBA’s budget by 50 percent.

So, given that reality, they didn’t have the manpower to respond
in an effective way to a disaster of this magnitude. So not only
didn’t they have the manpower, the computer system was not ade-
quate, and what we found was that more than 50 percent of home-
owners’ applications and small business applications were declined,
and when you compare that to the California earthquake, that was
extremely high.

The other problem that we saw with the Disaster Loan Program
is that out of the $8 billion that they approved in loans for the Gulf
Coast, only 20 percent a year-and-a-half later has been disbursed.
We will be conducting a hearing on Thursday and we are working
on revamping the Disaster Loan Program for SBA, and I invite you
to either—if you have any witness that could share with us their
experience or if you want to come and participate in those hear-
ings, you are welcome to do so. But we are going to be working on
legislation to retool and revamp the whole Disaster Loan Program.

The other problem that we saw is that when it comes to home-
owners and low-income communities their credit score is going to
be very low so they do not have the collateral that they need. In
that case a loan might not be the answer for those people; it might
be a grant program. And we are going to be working in putting to-
gether a grant program that we assist the people to get some as-
sistance, some cash to deal with the problems that they are facing
in the Gulf Coast.

Mr. BousTaNy. I would say, first of all, whenever you have a
major disaster like this it is important not to turn your back on po-
tential public and private partnerships. One of the great things
that happened early on would have been the use of local talents in
banks, because a lot of information was lost but there is local infor-
mation that is still held by those who work in these banks, and
partnering the SBA with local banks might have helped to get us
around many of the problems that we experienced.

Ms. VELAZQUEZ. Since it was proven that they didn’t have the
manpower or the capacity to effectively respond, we are looking
into the private sector, financial institutions to work with SBA.

Mr. JEFFERSON. Your point is exactly correct, back home without
SBA authority there is no loan director, there is no public informa-
tion director, and there is no director of technology. Because they
make cuts, they eliminate these positions and the individual who
is administering the program is doing these jobs and his job. So it
is impossible to provide a real comprehensive service where these
critical areas are left open because of underfunding, as you have
pointed out, on an ongoing basis.

The second thing is these turn-downs have really helped to slow
down this recovery. In our area, the attitude has been that we
don’t know when this place is going to come back, we don’t know
when you are going to be up on your feet again, therefore it is a
turn-down. Somehow or another we have to look through this and
figure out when a disaster of this magnitude takes place, how do
we deal with it? Your point about the grants may very well be
what we will have to look toward.



28

Ms. VELAZQUEZ. It is a lack of planning on the part of SBA. They
didn’t have a disaster plan in place. We do have resources out
there like the small business development centers. They are
trained, they can process loan applications in a timely manner, but
they did not have a centralized effort to respond to a disaster of
this magnitude.

Mr. MELANCON. If I could, Mr. Chairman, just quickly. Some of
the problems we have run into, Ms. Velazquez, is that FEMA is
asking—not asking but telling the homeowners who are getting
any of the moneys from the insurance company, whether it is flood
or property or from Road Home, as it comes they have to pay off
the SBA loan. The Katrina effect has a price of rebuilding at about
150 percent of what it used to be to build anything. You have to-
tally devastated homes that have to be torn down, which is one of
the points I wanted to try to make to Mr. Neugebauer. You have
water that stood for several months up to 20 feet. Those houses are
uninhabitable. The integrity of those houses is not there.

But on the SBA situation, and they have programs that they
could have used to put some businesses back, and I have one spe-
cific instance and they did not want to utilize that program.

The CHAIRMAN. Thank you. The Chair has—we are going to have
to yield more closely to the 5-minute rule. We do have to move on.

Now the gentleman from Alabama.

Mr. BAcHUS. Thank you. I am going to direct this question main-
ly to Congressman Jefferson, representing New Orleans, and Con-
gressman Melancon, you represent the area outside New Orleans.
This sort of demonstrates to me maybe a problem in what I have
as a member trying to figure out the true picture.

I was told, and the figures we got, are that there were 7,379 pub-
lic housing units in New Orleans prior to Katrina, so about 7,400.
Now of those, only 5,100 had families in them. So I would suppose
that meant that 2,300 were vacant, is that correct?

Mr. JEFFERSON. I think that is correct. I am not quite sure why
they were vacant, because there was a big waiting list for them,
but I think that is correct.

Mr. MELANCON. If I can speak to it. I think the problem with the
public housing not being occupied has to do with the Section 8
housing program whereby private owners are—and so the money
has been taken away from the public housing sector and put into
the Section 8, and now what has happened too is that the rents are
driven up so you are expending that money even quicker than it
was expended before.

I don’t represent New Orleans, so I don’t profess to know about
the housing situation, occupancy or otherwise.

Mr. BAcHUS. I am saying at first blush you wonder about that.
There are 10 major public housing communities other than you are
talking about the Section 8, there are 770-some units scattered
elsewhere, Section 8, so that accounts for 700-something, I guess.
But of the 10 public housing units that were in New Orleans, obvi-
ously a large amount of those units were vacant, I would think.

Mr. JEFFERSON. As I said, I misspoke, there weren’t 18,000, it
was something like 1,800 on the waiting list. I suppose the units
may have been in disrepair; I am not quite sure why they weren’t
open.
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Mr. BAcHUS. I think that is a wonderful question, why do you
have a waiting list and a bunch of vacant units? At least that is
the information we got.

Secondly, how many of those units were destroyed in Katrina, of
the 7,4007

Mr. JEFFERSON. Remember, in some places the units weren’t af-
fected at all. In some places there was no effect. In other places it
was only the first floor. The second, third, and fourth floors were
not affected by the floodwaters. So the issue in most cases would
be you go into the first floor areas, either make them available for
people to live in right away or at least clear them so people can
go upstairs.

Mr. BAcHUS. I understand that. I am just trying to weed out, try-
ing to kind of get to a number. 7,400 before the storm, how many
after the storm that you could have moved someone back into? How
many were not damaged? Does anybody know?

Mr. MELANCON. I would think maybe the LRA folks might have
that statistic. I don’t really know. I do know that in Orleans Par-
ish, HANO runs the housing authority and that probably could be
gotten from them directly, the exact number.

Ms. WATERS. Would the gentleman yield?

Mr. JEFFERSON. I am told by the folks who know that at least
two of the public housing developments, C.J. Peete and Lafitte,
largely could have moved in there.

Mr. BAcHUS. How many are we saying?

Mr. JEFFERSON. I don’t know.

Mr. BACHUS. Just give me a ballbark figure.

Mr. JEFFERSON. I am reluctant, but of the 5,000 families that
were in public housing before, virtually all of them could have
moved back is what I am being told here by folks who know more
than I do about it. But I can’t give you the answer. I would be glad
to try to supply it to you specifically.

In any case, we are talking only about the ground floor apart-
ments in every instance. That would be a fourth of what we had
available—

Mr. BacHUS. Even the ground floor. One figure that I have indi-
cates that maybe 4,300 of them could have been destroyed or dam-
aged. Is that what they have proposed to replace? They say they
are going to replace all of them.

Ms. WATERS. The problem is HUD has not agreed that any of
them were—could be returned to because their decision to tear
them down did not allow them to agree that any of them could be
repaired for return.

Mr. BACHUS. Now they say they don’t—they can’t move back in
them because they are going to replace them, but does that mean
the undamaged units or just the damaged units?

Ms. WATERS. What the residents have done is they have gone
through the housing developments and identified all of these units
that are habitable that are not damaged, particularly as Mr. Jeffer-
son said, where you only have minimum damage to the first floor
and the units above are in perfect condition.

Mr. BACHUS. Down the line the question I am going to ask is
why are you replacing units that have minimal damage? But I
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guess my first question is I have had nobody that has been able
to tell me how many units—

Mr. JEFFERSON. Remember, this is 18 months later so within the
first 4, 5, or 6 months even those damaged on the first floor could
have been straightened out.

The CHAIRMAN. We are going to have HUD in the next panel.

Mr. BACHUS. Only 1,000 families have returned so I am not sure
that there is not another 1,000 units they could move back into
right away.

The CHAIRMAN. We are going to have HUD and another group
that might have something to say about this for tenants. So we will
be getting in a later panel of people who know that. These are very
important questions and they will be very central there. Let’s move
on. I would say to the members if members can forego asking ques-
tions now, we will give extra time later. We do want to move on.
But we are not going to cut anybody off.

Mr. Watt.

Mr. WATT. Thank you, Mr. Chairman. I think I just want to
make one point and I should be able to make it briefly by asking
Mr. Jefferson whether in addition to the public housing that has
not been occupied, there were several hospitals, I understand,
where the first floors were substantially damaged. Can you just tell
us what has happened with allowing or not allowing patients, med-
ical patients to move back into second, third, or fourth floors of
those hospitals versus what has happened with the public housing
residents, allowing them to move back in the second, third, or
fourth floor units?

Mr. JEFFERSON. I think the gentleman’s question is a point for
a very powerful argument; that is to say, if we could and we did
successfully gut out and clean up the ground floor of hospital build-
ings and we have permitted people to go up on the second floors
and so on and be treated, people who were actually sick and ailing,
certainly the argument is profoundly for the notion we can do the
same thing in public housing, do the first floors and let people live
upstairs without any threat to them or their families.

And so we certainly did it back there because it was necessary
to open up the hospital facility, particularly private ones where it
didn’t depend upon the Stafford Act to get them going, but they
had private insurance, they used it, they came in and cleaned ev-
erything on the first floor and moved patients up and got back into
business. Still can do that today. I thank the gentleman for his ob-
servation.

Mr. WATT. 17 or 18 months later has HUD done anything to re-
place the public housing units that they said they were going to de-
stroy as opposed to allowing people to return? What steps, if any,
have they made to build any new public housing units?

Mr. JEFFERSON. None that I know of. They have taken the occa-
sion when people are out of town to talk about demolition, when
before the storm there was no talk about replacing these units at
all. One would have to ask why after the storm. I observe that it
is convenient because people are not there to be at the table to
fight for themselves and while they are away HUD is taking this
action without input from the tenants and from the community. It
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is a disaster that is happening there now, a second disaster on top
of what they have already suffered.

Mr. WaTT. Thank you, Mr. Chairman. I yield back.

The CHAIRMAN. The gentlewoman from Illinois.

Mrs. BIGGERT. Thank you, Mr. Chairman. Dr. Boustany, you
mentioned that there was some movement or progress since
Katrina and Rita in moving more families towards permanent
housing, towards homeownership versus rental of the public hous-
ing. Could you expand on that a little bit?

Mr. BOUSTANY. Actually, it wasn’t since the hurricanes, it has
been an ongoing program, which I think has some valuable lessons
to offer. I was urging the committee to look at that as part of a
comprehensive look at all of this.

Mrs. BIGGERT. Do you think that is a good goal after this with
the lack of moneys involved that people would have?

Mr. BousTany. I think it is an admirable goal and I think we
have seen some success and also satisfaction upon the part of those
who have been able to move on to homeownership. So simply I
think it is part of the equation. It may not be the sole answer, but
it is part of a comprehensive look at the housing issues.

Mrs. BIGGERT. Thank you. There is a disturbing AP story from
today about how there has been so many—I will start out, it says
that the U.S. Government gave $84.5 million to more than 10,000
households right after Katrina, but the census figure shows that
there were fewer than 8,000 homes that existed there at the time,
and then there is another story about a woman who—she has al-
ready been prosecuted, but she had an application over the Inter-
net claiming damage to her home in New Orleans, and come to find
out, she never lived in Louisiana. She received $65,000 in disaster
aid, court records show.

In your areas have you experienced this and do you think that
the government, whomever is responsible, FEMA, is trying to get
bﬁlck $300,000 from people who have fraudulently said they lived
there.

Mr. MELANCON. If I could, there was, for example, a sex change
operation, and Gucci purses paid for with this money by people
who didn’t live in the disaster zone. Anytime the government is
handing out checks, there are people who are going to deceive, and
I hope they get every dime of it back and prosecute those that they
catch because it is a disservice to the American public and to the
people who deserve it.

From a standpoint of what transpired, that was FEMA putting
those dollars out. They didn’t have a plan, obviously. They put out
credit cards at first or debit cards and that was a whole other fi-
asco. People in Houston got them, people in Atlanta didn’t get
them, Dallas didn’t get them, Alexandria, Lafayette, wherever. So
there was supposed to have been a plan.

FEMA is supposed to be emergency response. They should know
what they should be doing and shouldn’t be doing, and they don’t.

Mrs. BIGGERT. Do you think this is still a challenge or that there
has been progress made? Mr. Taylor.

Mr. TAYLOR. One of the things that I mentioned, again, was that
we are extremely grateful for the help we have received through
our Nation. One of the things I hope this committee will pass is
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a full public accounting of where the CDBG funds went, just for
your reason. These are small communities. I think that is wonder-
ful. We all know each other, we know whose houses are gone, we
know whose houses got clobbered, and we know which houses
didn’t have any damage at all. The people will be the best judge
of all as to whether or not these funds were spent properly if there
is an accounting of where the money went, and I would welcome
that as one of the things that come out of this committee.

Mrs. BIGGERT. Thank you. I yield back.

The CHAIRMAN. The gentleman from New York.

Mr. MEEKS. Thank you, Mr. Chairman. Let me ask Mr. Jeffer-
son—and first let me join the gentlewoman from California, in that
to me the public housing issue, and as I heard you testify, as I lis-
tened intently in my office, is the number one issue of getting those
individuals back into their homes. Because it seems to me that
until they get back, that gives all other excuses for not doing other
things within those communities like the redevelopment of the
schools, the businesses, and other businesses coming. They won’t
be there unless there are schools and other opportunities.

My question to Mr. Jefferson is: Is there any link that you see
with reference to the overall economic development of those com-
munities with the lack of individuals coming back to the public
housing area?

Mr. JEFFERSON. Absolutely. The people in public housing, some
would like to suggest, don’t get up and go to work every day, but
that is, of course, not true. Almost everybody there, there was a re-
quirement, unless you had a child under such and such an age, you
still had to be either actively looking for work for 20 hours or find-
ing work or whatever, but everybody else had to be on a job, and
they were. In fact a lot of the folks are working not one but two
small jobs in hotels and restaurants. In a hospitality community
like ours, the company cannot be expected to come back without
the people who are low-income workers back in town, and a lot of
these folks were in the public housing so it is critical to the recov-
ery of our economy. A lot of business people right now are sup-
porting the public housing tenants who are here for that very rea-
son. They want to see them come back to town because they need
their workers back in town, people need to be there, and of course
the other things, a lot of the children who aren’t in school yet, a
lot of the hospital care that we have been looking to get back, it
all depends on the low-income workers coming back to town. We
hope it will be better than it was before, we hope the jobs will pay
more than they did before, we hope we can create a new economy,
more diversity and all that, but the truth of it is there is still a
great demand for the workers who are out of town who lived in
public housing before to come back, and it is a large number of peo-
ple, 5,000 families, maybe 20,000 people who are not back and who
could be back in town.

The reason we can talk about this so much is because when we
talk about public, private, and all that, public housing is what it
is, public housing built by the government, maintained by the gov-
ernment, people pay rent and all of the rest of it. It is the thing
we can fix most directly, and the folks who are most vulnerable,
and some of the public housing people are also senior and disabled,
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and all of the rest feeds into this, and it is just a disgrace that we
haven’t fixed this problem yet.

The CHAIRMAN. The gentleman from New Mexico.

Mr. PEARCE. Thank you, Mr. Chairman. I will just make a couple
of comments, and then I will yield back. First of all, it is amazing
how eventually we all come back to the moral decisions; is it fair,
is it right, is it just? I hear from your perspective that there are
many comments of the lack of justice. Those things begin to be not
quite so clear if we have other considerations. For instance, I heard
the National Flood Insurance Program was the only program that
worked properly. I will tell you, if we have a billion dollars a year
income into that program, the losses were $21 billion we bailed out
to the National Flood Insurance Program from the last Congress by
$21 billion, maybe even $23 billion. I suspect if we had given a
bailout to the private insurers, that they could have been more
generous. So we have to ask ourselves, was that fair?

Also, the observation that insurance rates have gone up. I had
a complaint last week from a guy who had a vehicle accident and
his insurance went up. Is it fair to charge him a greater rate for
his insurance or should that responsibility for his location at that
time be borne by others?

And, again, I am bringing up the point that when I look through
later documents, I see the William J. Fletcher housing, $83 million
divided by 347 units, $239,000 per low-income unit. We don’t live
in $239,000 high-income units in New Mexico and yet we are asked
to pay for these units to be rebuilt, and I ask about the fairness.
That was not just in that one unit. If we go into the Lafitte section,
it is $247,000. If we go into the B.W. Cooper units, it is $268,000.
So these units are extraordinarily high priced for low-income units.

I am trying to make my comments and yield back to the chair-
man. You all can then respond if you like. The Section 8 moneys,
yes, I agree that they are misspent, but I will tell you that last
week the omnibus money was taken away from New Mexico in a
rerouting of the Section 8 formula. We lost in one area of my State
100 people off of low income. That is what we are going to lose of
low-income assistance. Another area described is going to lose 1
month of rent for everybody in the system.

And so yes, it is a question of fairness, but that fairness begins
to, when you look nationwide, begins to have a different relevance.
Mr. Chairman, I know that I have prompted many comments, but
I yield back and if you want people to answer, I am more than
happy to have the discussion. But it is your time. Thank you. I
yield back.

Mr. TAYLOR. Mr. Chairman.

The CHAIRMAN. The gentleman yielded back. Briefly, the gen-
tleman from Mississippi.

Mr. TAYLOR. In a question of fairness, I hope I made it very clear
that I want our Nation to look into the policy that allows the pri-
vate sector to adjudicate a claim and decide whether a private com-
pany is going to pay the claim or the Flood Insurance Program.
Flood insurance lost $20 billion. The private sector made $45 bil-
lion in profits after paying Katrina claims. You want to look into
fairness, look into that. If you want to look into fairness, should it
be fair for those insurance companies to be exempt from the anti-
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trust laws, to be able to call each other up and say, let’s raise our
rates. We all do it, nobody gets in trouble.

Is it fair for insurance companies to be able to say by the way,
I am not playing my claims, how about you don’t pay your claims
and you don’t pay your claims, and then there is no peer pressure
for us to pay our claims.

That industry made $45 billion in profits after Katrina. They
made $60 billion last year. I really hope this Congress will look
into the fairness of the insurance industry.

The CHAIRMAN. Speaking of peer pressure, I will begin to get a
great deal from my peer committee chairs if we continue to dis-
regard jurisdiction entirely. So we do have to try to stick to the
question of housing in Katrina. And let me now recognize the gen-
tleman from Massachusetts.

Mr. CapuaNoO. Thank you, Mr. Chairman. Mr. Chairman, I don’t
have any specific questions for this panel because the truth is over
the last year-and-a-half these four gentlemen, particularly the
three whom I have worked with the closest, have driven me abso-
lutely insane with their commentary and pushing and shoving us
to do the right thing. I will tell you that honestly, gentlemen, I
would hope some day to be as strong an advocate for my constitu-
ents as you have been for yours.

I will also say—the only thing I have left to say honestly is as
a Member of this Congress, as an American I am embarrassed by
what we have done to your constituents or, more importantly, more
precisely, what we haven’t done for them. I think this entire mess,
the fact that you are even here today is a black mark on the his-
tory of this country, of how little we have done for our fellow Amer-
icans when none of them asked for this. This was not a choice by
anyone; it was a natural disaster.

The fact that we are here today talking about it, I know it makes
you gentlemen angry, it makes me angry as well, and I would only
hope that this Congress does what it can to make your constituents
whole, so that we can move forward. This issue does raise lots of
questions of what we should be doing in the future.

That is separate from what we should have done for people on
the ground who got hurt. And again, I just want to thank you for
being such strong advocates for your constituents, and I can only
tell you your pushing me has prompted me to commit myself again
to doing what we can to make this right.

The CHAIRMAN. The gentlewoman from Minnesota, Mrs.
Bachmann.

Mrs. BACHMANN. No, Mr. Chairman. Thank you.

The CHAIRMAN. You were next on the list that I was given. The
gentlewoman? No? Okay.

Then did the gentleman from New Jersey wish to be recognized?
Oh, well, the Chair is pleasantly surprised.

The gentlewoman from Tennessee.

Mrs. BLACKBURN. Thank you, Mr. Chairman.

I just have a couple of quick comments. I want to thank the four
panelists for their testimony, and I would note for the record that
my parents live in the Jones County, Mississippi, portion of Mr.
Taylor’s district, and so I had the opportunity to be down there
right after Katrina hit.
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Just two quick comments. First of all, the four of you have each
mentioned the importance of public-private partnerships in housing
initiatives going forward, and my question to you is do you have
a list of best practices that you would recommend or guidance that
you would suggest that literally would have to be included?

And then the second thing you mentioned, the ineffectiveness of
Road Home, and I wondered if you had—to the gentleman from
Louisiana—a specific reason for what you thought was the reason
for that ineffectiveness.

And, Mr. Chairman, that is the only two questions I have, so I
will go ahead and yield back and then whatever they would like
to add to the discussion.

Mr. BacHUS. Would the gentlewoman yield any additional time
she has left?

Mrs. BACHMANN. I yield to the ranking member. Yes, thank you.

The CHAIRMAN. The gentleman is recognized. The gentlewoman
yielded. The gentleman from Alabama.

Mr. BACHUS. If they would answer the question.

Mr. MELANCON. To the Road Home, I think you will have that
opportunity in the next panel or the panel after to ask what the
difficulties and the problems are, to explain why they are not mov-
ing any faster.

From a standpoint of the public-private partnership, I think that
is where the community that is out there, the bankers, the Fannie
Maes and whomever else, ought to be bringing it to the people of
jurisdiction and saying, this is something we can do. I am not a
banker, I am not a homebuilder, so I don’t know where to start,
but I do know—and we talked about the cost of units, Mr. Pearce
did. The cost of units is an element of the Federal Government
doing it, saying that is what it is going to cost. I don’t have a clue.
I don’t have jurisdiction on it, but I do know—and I regret to see
anybody lose housing anywhere in this country for any reason;
however, if we didn’t have a deficit, we wouldn’t be looking at this
problem. We would have been able to probably appropriate without
the need to worry about disadvantaging people in other parts of the
country.

This whole thing from the get-go has kind of been backwards.
The FEMA trailers should have been for the people to live in to go
back and reconstruct after the water finally got out. Instead,
FEMA was paying for hotel rooms, apartments, trailers, and any-
thing that was available in the disaster area to put FEMA contrac-
tors in, the FEMA people in and everybody who is going to make
some money or oversee what is going on, while they wanted all the
disaster victims to live 10, 20, 40, 50, or 60 miles out in these
makeshift camps that they have put up. And we should have been
putting those workers there, making them commute in, putting
trailers in the communities where the people want to get back and
rebuild.

You can’t go back and work, you can’t go back and rebuild, un-
less you have someplace to live. And then, of course, the utilities,
the law enforcement, the health care, the schools, that is a hin-
drance to anybody coming back that has a family. There are people
who want to come back. The living conditions with 5,000 miles of
sewer lines just in the city of New Orleans that have to be tested
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and figured out what is good, what is not good. So if that is the
case, then that probably equates to gas lines, water lines, telephone
lines, and power lines, you know.

So it is very complex, and I wish we could address it all and say,
yes, we will do it, and we finish. But it is not that way.

The CHAIRMAN. I thank the gentleman.

The gentleman from Missouri.

Mr. CLAY. Thank you, Mr. Chairman.

Two quick questions, one to Representative Taylor. Representa-
tive, what percentage of residents have returned to your district
since the hurricane? And have the businesses reopened and been
properly staffed? Does Mississippi have a similar setup as Lou-
isiana, like the Louisiana Recovery Authority, and if so, how does
that work?

Mr. TAYLOR. The State of Mississippi—I think it is fair to say
that in the southernmost part of Mississippi, the Fourth Congres-
sional District, that the population has not changed much. What
has happened is that people who lived right on the coastline might
now live 30 miles inland. People who lived 10 miles inland might
live 40 miles inland.

In my home county, 90 percent of all the homes were either de-
stroyed or substantially damaged. That is a huge housing deficit to
accomplish in a short amount of time, and it has not been accom-
plished. So you still have a heck of a lot of people—starting with
myself, I am living off the generosity of my brother and his fam-
ily—a heck of a lot of people living on other people’s couches or in
a FEMA trailer.

We had—at the high point we had 35,000 south Mississippi peo-
ple living in FEMA travel trailers. That number is probably still
close to 30,000, and it is not their will to rebuild that is the ques-
tion, it is the ability to rebuild. They didn’t get the insurance
money. It is hard to find a contractor. Businesses, for example,
Northrop Grumman shipyard, a major supplier to the Nation, has
a 1,000-worker deficit at the shipyard, and a lot of it is due to
housing. People who might be handy might be rebuilding their own
homes before they go back to work at the yard, or they might take
a job building homes until they decide to go back to the yard. An-
other major shipbuilder has brought in 1,000 people from overseas,
I regret to say, and actually had to put up the housing for them
onsite because there is no housing in the private sector.

So to Ms. Waters’ question, housing is just an enormous problem.
It is going to be a challenge for probably the next decade to get peo-
ple just back to where they were the day before that storm.

Mr. Cray. Thank you for your response. I look forward to work-
ing with you on meeting those housing needs.

Let me ask Mr. Jefferson, and this will be my final question. I
read recently in the New York Times about the Army Corps of En-
gineers’ decision to—whether to restore and rebuild the levee that
protects the east bank versus the west bank. What kind of impact
will that have on the people who want to resettle both areas? And
do you agree with the decision of the Army Corps?

Mr. JEFFERSON. No, I don’t agree with the decision of the Army
Corps. The Army Corps is talking about a better way—it almost
sounds like a public housing discussion here—a better way to do
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a more comprehensive plan, and some other part down the river,
that will do away with the need to build the west bank levee,
whereas before they had plans to do that because they thought it
was necessary for short-term flood protection.

There is still a need for that, and there will be a need for it this
next hurricane season, so we are urging the Corps to finish the job
where it started the levee system and then go to the more expen-
sive, wonderful thing that will happen down the road 6 or 7 years
from now. But it shouldn’t leave people unprotected as it goes
about its work. As it now develops a better idea, we ought not to
penalize until we wait, because the next hurricane season isn’t
going to respect that observation of the Army Corps.

The Corps, as I said to you earlier, has to be held more account-
able for what it does here. Anytime—for 84 years the Corps has
had immunity. I haven’t talked with Chairman Frank, but I know
it is not in the jurisdiction of this committee, but for 84 years, part
of that time, it only had to deal with rivers and building levees for
rivers, which is a lot less of an issue than protecting against hurri-
canes. And they had that responsibility now since the late 1960’s,
and they are treating it without the sort of urgency that you need
to treat this, this situation with, the idea that they can actually
themselves be the cause of major disasters. And they have now de-
termined that they were the cause of the disaster that drowned our
city, because the day after the storm, of course, people were willing
to go back, pick up the branches, and do some other things, and
get their roofs fixed and go back to work, and then the levees
broke, and the place was flooded.

The CHAIRMAN. I do have to—we are having enough trouble cov-
ering housing. I need some restraint here. Anything further?

Mr. CLAY. I yield back.

The CHAIRMAN. The gentlewoman from New York. I do urge
Members to stay on our topic.

Mrs. McCARTHY. I thank my colleagues for the testimony, but I
have no questions at this time. A lot of the questions I have will
actually go to the next panel.

The CHAIRMAN. Thank you.

The gentleman from California.

Mr. BAcCA. Thank you very much, Mr. Chairman. Thank you for
holding this hearing.

First of all, my question is to the general body, and I would like
to have Congressman Jefferson probably lead off the original ques-
tion. In light of FEMA’s—I would like to give FEMA credit. I can’t
help but notice its quick response to the assistance of families who
were impacted by the recent tornado in Florida. It was a quick re-
sponse in that area.

How would you compare FEMA’s response to the recent disaster
in Florida to its failure to respond to families displaced by Katrina?
It is a concern that I have. I mean, we immediately jumped on it,
and it is to their credit that we did, yet we have not responded,
and that impacts all of us. And it has been 18 months, and we are
having a hearing right now. We are having you here to testify. Can
you please get your general feelings and how your constituents feel
about the lack of response?
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Mr. JEFFERSON. Well, there is no comparison about the pace of
response in Florida and the pace of response that we experienced
with Katrina. I would hope FEMA figured out something about
how to do this job better over this period of time. But for us looking
back, there is a whole lot more that we can do to make this thing
work better.

FEMA completely failed us in the rescue and recovery and—res-
cue and immediate rescue and I guess the debris pickup and all
that sort of business, and now in the long-term recovery we are ex-
periencing new and different problems.

If I might just say, one of the big issues now with FEMA on our
recovery side of it is this—I guess this falls under this committee’s
jurisdiction because it relates to housing. The infrastructure part
of it, the facilities part of it, you can’t—as Mr. Baker said, whole
communities have to be recovered. You have to have a police sta-
tion and this and that, hospitals up, and libraries. You have to
have all of those things working. FEMA is fussing with our city
about what valuations are ours, a huge set of issues. The city says
it takes $100 million to build back a sewer system. FEMA says it
takes $10 billion. They never get together on it. And so we are ex-
periencing very different issues now with FEMA, wholly apart from
the quick response to when folks just get hit by the storm. Down
the line they are making some very critical, bad decisions now that
we ought to take a good look at and figure out how we can do a
better job. Thank you.

Mr. BACA. T hope race didn’t play a part in part of it. Do you feel
that race played a part in any of this? It seems like we reacted
now—

Mr. JEFFERSON. Race and poverty are always suspect categories
in this country, and we certainly—as I told you earlier that 94 per-
cent of the people who were displaced in Houston were African
American, and 64 percent of our folks who were living in affordable
housing. So you have to kind of look at these things and see wheth-
er or not there is some connection. I think it is an important ques-
tion to ask and an important question to get a real solid answer
to, response. We don’t have an answer to it yet exactly, but we
have our suspicions about what happened.

Mr. BACA. Any other Member want to respond?

Mr. TAYLOR. I think FEMA treated everybody equally bad. It was
nondiscriminatory.

Mr. BACA. Thank you.

The CHAIRMAN. The gentleman from Georgia.

Mr. ScorT. Thank you, Mr. Chairman.

You know, I represent the Atlanta area in my district, which rep-
resents the counties around Atlanta in the metro area, and we are
home to the second largest group of evacuees from the New Orle-
ans area, next to Houston. So we are very concerned about this
failure, and it is a failure. It is an astounding catastrophic failure
of leadership at the national, State, and local levels.

And there are two things that really symbolize this failure to me.
One is the fact that in the President’s State of the Union message
last week, not one time was the word “Katrina” mentioned. That
is astounding to me. And the other one was that evacuees were
kicked out of motel rooms when they needed them most while
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FEMA had trailers in a cow pasture in a place called Hope, Arkan-
sas. How ironic, Hope. Those two things, very symbolic.

I just wanted to ask a quick question about housing though. And
I want to try to get at this issue of getting money down into the
area, getting additional funds as soon as possible. And many of the
funds that we have already appropriated here in Congress require,
for example, significant matching grants to programs such as com-
munity development block grants.

My question is to each of you. Are the requirements for local gov-
ernments to provide matching funds holding up the projects? And
if that is the case, should not Congress waive the matching fund
requirements? And then secondly, I would like to go back and get
at some assessment of the status of those trailers, manufactured
housing, that are sitting in those cow pastures in Hope, Arkansas.

Could either of you respond to just those two issues on the fund-
ing and what is going on with those trailers in Hope, Arkansas?

Mr. TAYLOR. To give you some idea, the trailer contract in Mis-
sissippi was let, cost-plus noncompete contract, to an outfit called
Bechtel. We put a pencil to it, and it turns out Bechtel was paid
$16,000 per trailer by the time you averaged it out, to haul the
trailer about 60 miles, plug it into an electrical outlet, hook it up
to a water hose, and find a sewer tap. People do this every week-
end when they go on vacation. $16,000 per trailer. I realize it is
not the jurisdiction of this committee, but it is the jurisdiction of
Congress to look into that.

On the second part, in the case of Waveland, Mississippi, the city
hall, the fire station, every store in town was gone, and cities live
on sales tax. And so absolutely, to the greatest extent possible, the
Federal share has to be waived for these communities on a case-
by-case basis. Some cities actually did okay, because if they still
had stores, they had a lot of revenue from sales tax. But certainly
there ought to be some flexibility on a case-by-case basis for those
communities that were absolutely clobbered to have the fee waived.

Mr. JEFFERSON. There is an exhibit prepared by some of our folks
from Louisiana which shows that for every major storm in recent
times, we have had waivers, except you see our block is an empty—
there is no check there. And at a time when it costs more than any
other case, $6,700 per capita, to try to work on recovery here, there
has been no waiver. And in our City of New Orleans, we have had
restored about 25 percent, a little bit more of that, of our tax base.
And so we have no way on God’s Earth to make this work, and our
State, of course, has had to carry a lot of new additional burdens.

I think it is only fair, because of the magnitude of the storm, and
I said before, I repeat myself, because of the participation of the
Corps in bringing about this disaster, that it would be a good re-
sponse now to permit—at least for the time that it will take for our
city to restore itself to the full taxing authority—to have a waiver
on the Federal level to make it possible for our recovery to take
place fully.

The CHAIRMAN. The gentleman from Texas.

Mr. GREEN. Thank you, Mr. Chairman. And I would like to, if I
may, address initially, Mr. Chairman, the question of razing—that
would be R-A-Z-I-N-G—thousands of units of public housing
rather than raising, R—-A-I-S-I-N-G, these same units at a time
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when thousands of persons are in need of housing. A future prom-
ise seems to be the carrot.

Well, we have a saying in my church, “Pie in the sky by and by
is fine, but there is nothing wrong with something sound on the
ground while you still around.” A lot of the folks who are in Hous-
ton, Texas, some 20,000, I am told, will probably not be around by
the time we raise, we elevate, and we construct public housing in
New Orleans.

With reference to those who contend that free enterprise and mo-
rality should be the acid test, let me remind my good friends that
when 9/11 occurred, we allowed free enterprise and morality to be
the acid test, but notwithstanding this, we still find that each of
the families received about $3.1 million. $3.1 million, 42 percent of
that coming from the Federal Government, pursuant to the RAND
Institute for Social Justice.

We cannot treat people in New York better than we treat people
in New Orleans. People deserve the same treatment when they
have been hit by a horrific disaster comparable to what happened
in 9/11, and I support what happened in terms of compensating
those victims. We have to do a similar thing for the people in New
Orleans. And I think that this Administration has failed miserably,
because we had an opportunity to develop a paradigm for going for-
ward, a paradigm for all time, if you will, that would deal with
when people are displaced, that would deal with resettlement of
those persons who are on public assistance who have been dis-
placed in terms of their immediate shelter, their long-term shelter,
their intermediate shelter, health care, and counseling.

We have students in the schools in HISD who have not had suffi-
cient counseling. They have not been given the assistance that they
need to adjust to their new environment. Their parents, many of
them, have not been counseled.

There must be a way for us to revisit all of this and to develop
a paradigm that is going to help us in the future because it is my
belief that this is not the last disaster that we are going to have
to contend with. We ought to have a national disaster insurance
program, national disaster insurance, regardless as to whether it
was a tornado or hurricane or earthquake. When you are hurt and
you are living in the richest country in the world, there is nothing
wrong with expecting your friends and neighbors to be of assist-
ance, as was the case with 9/11. We need national disaster insur-
ance.

And finally, I want to compliment both the chairman and the
subcommittee chairwoman for the outstanding job done, and I look
forward to visiting New Orleans again.

I will just mention this in closing. When we went to Louisiana
the last time, we had one person from the other side with us, and
that was the then-chairperson of the Housing Subcommittee. I am
inviting my colleagues, please, let’s go to Louisiana together, and
let’s work together to do something to help the survivors of Katrina
and Rita.

I yield back, Mr. Chairman.

The CHAIRMAN. Any witnesses wish to comment? If not, the gen-
tlewoman from Wisconsin.
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Ms. MOORE. Thank you, Mr. Chairman. Thank you for this dis-
tinguished panel of my colleagues.

I actually have been perusing the testimony of the other panels
who are to come before us, and some of the things that they have
said really do—really are appropriate for me to ask this political
panel what is their take on that. In particular, I have been reading
the written testimony of the chairman of the Louisiana Recovery
Authority, and it is very—the conclusions that I have reached have
been very disturbing to me, and I am wondering if you all would
comment on it. And I would appreciate a bipartisan response, per-
haps Mr. Boustany as well as Mr. Jefferson or Mr. Taylor.

The public law authorizing dispensing of some of these housing
funds that President Bush—Public Law 109-148 was signed by
President Bush on December 30, 2005, and Mississippi received full
funding of its program in December, and it was 6 months later be-
fore Louisiana received any funding. There was—the legislation
capped funding for any one State at no more than 54 percent of the
total appropriated, even though Louisiana received 75 to 80 percent
of the total damage from both Katrina and Rita. So it would appear
to me—and it is a conclusion that I would welcome for you all to
dispel—that assistance was rendered to folks on a partisan basis.
And we have heard a lot about race being involved and so on, but
this is clearly—at least I have concluded that there is some par-
tisanship involved, and I would love for any of you to rebut that.

You know, why would Mississippi get full funding 6 months—I
mean, right away, right after the storm, and it was 6 months later?
Why would the funding be capped at 54 percent for any one State,
even though—I am sorry Mr. Chairman. Okay.

The CHAIRMAN. No, that was an accident, but if the gentlewoman
wants to have time to answer the questions, we should—

Mr. TAYLOR. Number one, Mississippi was hit with a hurricane.

Ms. MOORE OF WISCONSIN. I am sorry?

Mr. TAYLOR. Number one, Mississippi was hit with a hurricane.
As horrible as it was, it was over in 24 hours. We knew how bad
it was going to be. We knew what had to be done. And, yes, 83 per-
cent of all of the homes that were flooded were in Louisiana, but
we had a much higher percentage of homes that were destroyed
outright. So you are comparing a hurricane in my district, a hurri-
cane in Mr. Melancon’s district, to a flood in Mr. Jefferson’s district
where it took several months just to drain the city.

Secondly, I cannot begin to thank Senator Cochran enough. One
of the reasons Mississippi did very well is that, thank goodness, we
had the chairman of Senate Appropriations on the day this horrible
thing happened to our State, and I am grateful that he did it.

Ms. MOORE OF WISCONSIN. He was a Republican chairman.

Mr. TAYLOR. He is a good guy. I don’t care which party he is in.
He took care of my people. And we all know that being a chairman,
it puts a person in a position to help people, and Senator Cochran
was a hero of Mississippi in this instance.

But I hope that you would distinguish between the hurricane
that hit Mississippi where, as horrible as it was, we knew Monday
afternoon what had to be done. In Louisiana’s case, that flood lin-
gered on for months.

The CHAIRMAN. Mr. Jefferson.
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Mr. JEFFERSON. Thank God for Senator Cochran and Mississippi.

Two things can’t be right here. If the number in Mississippi was
right, then the number in Louisiana is way wrong. I mean, I am
not sure anybody sat down and tried to figure out exactly what it
would take on a real-dollar basis to restore Mississippi, what it
would take on a real-dollar basis to restore Louisiana, but if some-
body did figure out that it took $5 billion in Mississippi’s case and
Louisiana had 4 to 5 times the loss of houses and 10 times the loss
of businesses, then it would take at least another 4 to 5 times more
then Mississippi’s amount to get Louisiana straight.

So I don’t begrudge Mississippi’s money. I am sure there was a
bunch of politics going on there. But I would just hope that right
now we can revisit this whole matter of what does it really take
to fund the recovery; that somebody for a minute take a little time
and make a real application of the scope of our losses as against
the money provided for our recovery and see whether or not they
match up right. And they don’t. I can tell you that right now.

There ought to be in the pipeline for Louisiana without regard
to how well the local folks are at administering the money, if there
is such a thing as that. There just isn’t enough money starting out
to match up to the scope of the damages even though it is a huge
amount of money that we talk about here. As Mr. Melancon point-
ed out—I am sorry—the $110 billion, $26 billion goes to rebuild
public facilities and housing and levees and roads and all that. So
it is just not—it was never a realistic way to approach this, just
numbers pulled out of the air, and it wasn’t—sort of politics won
out at the end of the day.

The CHAIRMAN. Mr. Boustany.

Mr. BousTaNy. Thank you, Mr. Chairman.

There were two different supplementals that had community de-
velopment block grant money. The first clearly was not enough for
Louisiana. I am not sure why it ended up being what it was at that
stage. After that, after that supplemental, there was an extraor-
dinary degree of cooperation between the Louisiana Recovery Au-
thority and Mr. Powell representing the Administration to come up
with a figure that was deemed appropriate, and that is what we
ultimately voted on. So basically, in effect, the LRA got what it
asked for at the time, using Mr. Powell and his cooperation and the
work—bipartisan work in Congress. And that is what happened.

Now, is that figure—I think an appropriate question is to ask at
this stage, why isn’t the money actually in the hands of the people?
Because a lot of that money has not gotten into the hands of the
people, and that is a question you should ask, and we all need to
find out the answers. Thank you.

Thg CHAIRMAN. Does the gentleman from Missouri have ques-
tions?

Mr. CLEAVER. Thank you, Mr. Chairman.

I would like to thank my colleagues for their willingness to come
before us. And I have had the opportunity to go into New Orleans
and, with the committee chaired by the Chair of the Subcommittee
on Housing, Maxine Waters, we had a chance to discuss some of
the issues with FEMA. I have a thousand questions, but I will only
ask one, because maybe some of you have gotten this concern ex-
pressed to you.
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I received a phone call from Jessica, at Tennessee State, and
Nora, who is out of a school in Missouri. They were students in
New Orleans at Dillard University, which was completely covered
with water. My son had just graduated from Dillard, but stayed
there to do a play at Tulane, a summer Shakespeare series, so he
was also there.

These students received money from FEMA, and most of them
went out, purchased clothing, laptops, whatever they could, with
the $2,000 to compensate for what they lost. About 4 months ago,
students now in schools elsewhere are receiving letters from FEMA
asking that the money be returned. Do any of you have any idea
what is going on?

Mr. MELANCON. I think it is just government at its best.

The CHAIRMAN. We will have a chance to ask FEMA that ques-
tion. The Members might not know.

Mr. CLEAVER. I have one of the letters from FEMA.

The CHAIRMAN. FEMA will be on the next panel, unless the Di-
rector of FEMA has left now.

Mr. CLEAVER. I can’t wait. Thank you. That is all, Mr. Chairman.

The CHAIRMAN. I thank the Members. And it is unusual to have
this degree of questioning with the Members, but it is also unusual
for Members representing areas to have undergone this devasta-
tion. And I am sorry this is taking so long, but I don’t see any way
around it, and we are now going to proceed to the next panel. We
will take a 5-minute break. I do ask for people’s indulgence. This
is worth a day of our lives. We will take a 5-minute break, and
then we will have the next panel.

[Brief recess]

The CHAIRMAN. The committee will come to order. The next
panel will consist of: Roy Bernardi, Deputy Secretary, Department
of Housing and Urban Development; David Garratt, Acting Direc-
tor of Recovery, FEMA; Walter Leger, chairman, Housing and Re-
development Task Force, Louisiana Recovery Authority; and Gray
Swoope, executive director, Mississippi Development Authority. We
will begin with the Deputy Secretary. And you all have unanimous
consent to submit your entire statements. So you may just proceed
with your statement. There is no need to thank us for having the
hearing or tell us what the hearing is about because we already
know that. Let’s get right to substance.

STATEMENT OF THE HON. ROY A. BERNARDI, DEPUTY SEC-
RETARY, U.S. DEPARTMENT OF HOUSING AND URBAN DE-
VELOPMENT

Mr. BERNARDI. Okay, Mr. Chairman. Today I want to share with
you HUD’s recovery efforts in the Gulf Coast following the devasta-
tion caused by the 2005 hurricanes. We have made great strides in
the recovery effort, yet there are still many challenges that lie
ahead, especially in Louisiana. This testimony focuses on three
things: The $16 billion, $700 million in Community Development
Block Grant supplemental funds for long-term recovery; the recov-
ery of New Orleans public housing; and the continuing affordable
rental housing challenges.

In response to the disasters, the Federal Government has com-
mitted more than $100 billion to help the Gulf Coast, including, as



44

I mentioned, $16.7 billion for the CDBG program, the legislation
passed by the Congress for the CDBG program was clear in its in-
tent. The Federal Government would not and should not dictate to
local communities how to rebuild. Those closest to the ground
should do that. That is why the Gulf States and their Governors
were designated with the principal responsibility for the design, the
implementation, and the performance of their rebuilding efforts,
with HUD having an oversight role as good stewards of the tax-
payer dollar. We understood the importance of approving those
funds quickly and getting the money into the hands of State lead-
ers as fast and as responsibly as possible. We will continue to offer
guidance and ensure compliance with the law, including the pre-
vention of waste, fraud, and abuse.

Recovery is taking time. States have only spent $1 billion, $200
million of the $10.5 billion in emergency CDBG funds that HUD
has awarded. Leading the way has been Mississippi’s Homeowner-
ship Assistance Program, which has disbursed more than 11,000—
I understand 12,000 checks now to families to help compensate
them for their losses so they can rebuild their lives. Mississippi has
also used critical CDBG recovery funding to complete a master
plan for infrastructure that develops long-term regional solutions to
the water, sewer, and storm drainage needs of Gulf communities.
While the task before Mississippi is a tremendous one, the task be-
fore Louisiana is substantially greater. Its homeownership program
alone has over 100,000 applicants. Only a handful of loans have
been closed to date, we believe, and we hope that the State will
soon achieve a rapid escalation of program implementation over the
next 6 months.

I would like to take this opportunity to explain the situation with
public housing in New Orleans and its history. Mr. Chairman and
members of the committee, even before the storms hit, public hous-
ing in New Orleans was in a difficult state. Some buildings were
70 years old and had not been kept up, they were crime-ridden,
and in many circumstances the units were health hazards. In fact,
the Housing Authority of New Orleans, or HANO, did such a poor
job of managing their properties that HUD was forced to take them
over 5 years ago, long before Katrina struck the city. Also before
Katrina hit, a decision was made to redevelop some of these public
housing units in favor of mixed income housing. For example, in
Atlanta, the redeveloped areas there have borne huge social and
economic improvements such as higher test scores for children in
schools, less crime, and more livable communities, and we want to
do the same thing in New Orleans. Despite what some may say,
it is going to take more than just a little bit of cleanup, some spick
and span, if you will, to make most of these units livable. That is
why they were slated for demolition before the storm, and the
storm made a bad situation even worse. That said, we are com-
mitted to bringing back public housing residents, and we are fixing
units to allow residents to return in a phased-in manner until rede-
velopment moves forward.

As Secretary Jackson said in August of 2006 when he visited
New Orleans, every family who wants to come home should have
the opportunity to come back. We have always felt that way. We
always will, and we will work on making sure that happens. We
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will continue to work with the local community to redevelop New
Orleans public housing so families will have an opportunity to re-
turn to better and safer neighborhoods.

We have also been aggressive in our efforts to provide rental
housing assistance to displaced families and individuals. HUD has
also worked to provide previously HUD-assisted families and home-
less individuals who were displaced by the storm with housing dur-
ing this period by paying rental subsidies to over 30,000 persons.
We have also assisted close to 25,000 families in finding affordable
rental units.

While New Orleans public housing is an important and viable
piece to providing affordable rental housing in the region, it rep-
resents only a small number of the 112,000 rental units in the five-
State Gulf Coast region that were seriously damaged by the storm.
In total, 13 percent of the damaged rental stock in the Gulf region
was subsidized housing. Before the storm, there was moderately af-
fordable shelter in New Orleans but the situation has worsened
dramatically since the hurricanes, as we all would have imagined.
Not only are there 112,000 fewer rental units in the five States,
there is also increased demand for nondamaged units. In response
to the rent inflation, HUD has increased the fair market rents for
New Orleans by 45 percent since the storm. In the immediate
aftermath of the hurricanes, the Department’s goal is to repair, re-
habilitate, and rebuild the affordable housing projects to the great-
est extent possible to ensure that the residents could return home.

At this time out of 82,000-plus units in the area impacted by
Katrina, there has been a permanent loss of only 263 affordable
rental housing units, and that is for the FHA multi-family port-
folio. The path ahead for rebuilding affordable rental housing is
daunting. The Federal Government has done a lot to help the
States, and I am confident that the States are working to address
the many challenges. It is a path, however, that is going to take
longer than anyone would have anticipated, longer than anyone
would like.

Mr. Chairman, members of the committee, people need help now.
We remain committed to helping these families, using all the re-
sources available to recover and stimulate economic development
and restore hope to communities throughout the Gulf.

Thank you.

[The prepared statement of Secretary Bernardi can be found on
page 162 of the appendix.]

The CHAIRMAN. Mr. Garratt.

STATEMENT OF DAVID GARRATT, ACTING DIRECTOR OF
RECOVERY, FEDERAL EMERGENCY MANAGEMENT AGENCY

Mr. GARRATT. Thank you. Chairman Frank and members of the
committee, I recognize that the committee’s focus today is centered
on the ongoing efforts to rebuild housing in the Gulf Coast region,
so I will focus my comments on the FEMA recovery programs and
initiatives that directly relate to this important and continuing ef-
fort. Under Section 408 of the Robert T. Stafford Disaster Relief
Emergency Assistance Act, FEMA is authorized to provide housing
assistance to individuals and households, a program which includes
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rental assistance, home repair assistance, home replacement assist-
ance, and direct housing. I will discuss each briefly.

Beginning with rental assistance, FEMA may provide rental as-
sistance for eligible individuals whose homes have been made un-
inhabitable or inaccessible due to the disaster and whose insurance
benefits do not cover alternative living expenses. In the case of
Hurricane Katrina, the majority of this assistance has been pro-
vided to evacuees residing outside the damaged area. In total, more
than $2.1 billion of rental assistance has been distributed to over
672,000 households. Currently 35,000 households continue to re-
ceive a form of rental assistance payment.

Under home repair assistance, eligible applicants from Hurri-
canes Katrina and Rita are authorized to receive up to $5,200 in
home repair assistance. Repairing a home to make it livable where
that option exists is a preferred remedy because it keeps people in
their homes, in their communities, and is cost effective. However,
in an event as massive and destructive as Hurricane Katrina, this
is not always a viable option, as many families suffered major dam-
age to or total destruction of their homes. However, for the many
families that sustained minor or moderate damage to their homes,
this is often the fastest and best housing assistance remedy. Today
FEMA has provided over $318 million in home repair payments,
helping make more than 129,000 homes habitable across the Gulf
region.

Home replacement assistance. FEMA is authorized to provide up
to $10,500 in home replacement assistance to eligible victims of
Hurricanes Katrina and Rita. Thus far in the four Gulf States most
heavily impacted, Alabama, Louisiana, Mississippi and Texas,
FEMA has provided more than $329 million to over 29,000 house-
holds to assist them towards the purchase of replacement housing.
It is important to note that neither the repair nor replacement as-
sistance that FEMA provides is intended to substitute for insur-
ance, nor can FEMA assistance duplicate any insurance benefits.

In most disaster settings, temporary housing needs can be ade-
quately addressed by FEMA rental repair replacement assistance.
However, as we are all acutely aware, Katrina was no typical dis-
aster. Katrina destroyed or significantly damaged tens of thou-
sands of housing resources, greatly limiting our standard tem-
porary housing options. In such a situation where traditional fixed
housing resources are not available, FEMA can provide direct hous-
ing assistance in the form of temporary housing units to eligible
applicants. Direct housing assistance can be acquired from the Fed-
eral Government by purchase or lease, such as apartments, but
most often through the provision of manufactured housing—travel
trailers and mobile homes. Following Katrina, both options were
employed. Direct leases were secured to house evacuees outside the
impacted area and manufactured housing was provided within the
heavily damaged areas of Louisiana, Mississippi, and Alabama,
providing the option for many disaster victims to remain in their
communities close to their jobs, families, friends, and their chil-
drens’ schools. In some cases families were able to remain on their
own property.

At present, more than 91,000 applicants continue to receive a
form of direct housing. Over the course of the last 17 months,
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FEMA housed more than 120,000 households in temporary housing
units. As a sign of progress, the total number of households cur-
rently living in temporary housing has decreased to 91,000 and 96
percent of the housing requests have been resolved. Eighty percent
of temporary housing units are on private sites where individuals
are rebuilding their homes. Direct housing is initially authorized by
the Stafford Act for up to 18 months from the date of the disaster
declaration, but the President may extend that period if he deter-
mines that due to extraordinary circumstances it would be in the
public interest to do so.

President Bush directed FEMA to provide an extension of both
direct housing and financial housing assistance programs. This new
extension allows FEMA to continue to provide housing assistance
through August 31, 2007. It also gives us additional time to con-
tinue our work with the disaster victims, Federal, State, and local
partners, and volunteer organizations to transition victims to more
permanent housing solutions.

Congress recently took some important legislative steps to help
us address the challenges of disaster housing both for those af-
fected by Hurricane Katrina and those who may be faced with
similar housing needs in the future. In the 2006 supplemental,
Congress appropriated $400 million to FEMA for a pilot program
that could identify and evaluate new alternatives for housing dis-
aster victims in the aftermath of a disaster. This legislation re-
quired that FEMA target the funding and assistance to these
States most affected by the hurricanes of 2005. Accordingly, Ala-
bama, Florida, Louisiana, Mississippi, and Texas were invited to
submit applications as part of a competitive process to identify the
most innovative and promising alternative disaster housing solu-
tions. This competitive grant process was designed to ensure that
those proposed projects that met the greatest number of selection
criteria received first consideration.

The alternative housing pilot program grant guidance was re-
leased on September 15, 2006, and applications from the five Gulf
Coast States were due on October 20th. Each of the five eligible
States submitted applications which collectively contained 29 dis-
crete proposals. The 29 proposals totaled almost $1.2 billion in re-
quested grant money, well in excess of the $388 million made avail-
able for award, with the remaining $12 million reserved for nec-
essary administrative costs and other costs. The Department of
Housing and Urban Development, a key partner of ours in this
pilot program, will lead a formal evaluation of all approved pilot
projects. Five projects were selected by FEMA for potential grants
across the four States that submitted competitive applications.
Each project is being reviewed to ensure viability and upon suc-
cessful completion of that review will move forward the funding.

The Fiscal Year 2007 homeland security appropriations bill also
made broad changes to the Stafford Act, many designed to allow
FEMA greater flexibility in meeting future disaster housing needs.
Key changes include the requirement for a pilot program that will
allow for the repair of pre-existing rental units under FEMA hous-
ing assistance as well as the requirement to develop a national dis-
aster housing strategy. There are many other changes, and work
on all of them is under way.
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While finding housing for the many displaced households of Hur-
ricane Katrina has been and will continue to be a challenge, FEMA
remains committed to providing or coordinating continued assist-
ance to these victims, together with our Federal, State, local, and
private voluntary agency partners. We will continue to pursue as-
sistance solutions that will effectively and compassionately help in-
dividuals and households recover and re-establish their lives in the
Gulf Coast region.

. Thank you. I am prepared to answer any questions you may
ave.

[The prepared statement of Mr. Garratt can be found on page
299 of the appendix.]

The CHAIRMAN. Thank you, Mr. Garratt.

Mr. Leger.

STATEMENT OF WALTER LEGER, CHAIRMAN, HOUSING AND
REDEVELOPMENT TASK FORCE, LOUISIANA RECOVERY AU-
THORITY

Mr. LEGER. Thank you, Chairman Frank, Congressman Bachus,
Congresswoman Waters, and members of the committee. Good
morning. My name is Walter Leger. Before August 29, 2005, I was
a resident of Saint Bernard Parish. I now live on higher ground in
New Orleans. My parish, my community, had 27,000 homes, all but
three severely or substantially damaged. We are still looking for
those three. A vast majority of our community is gone, has moved
away, and many will not come back.

I thank you for allowing me to speak to you today in connection
with Katrina and Rita, the first and third largest disasters in the
history of this country. The Louisiana Recovery Authority was cre-
ated as nonpartisan by Governor Blanco and coordinated recovery
efforts related to the two storms. I am a volunteer or I should say,
I guess, a draftee, having been asked by Governor Blanco to serve
on the board and as chair of the board’s Housing and Redevelop-
ment Task Force.

Katrina and Rita caused an estimated $100 billion in damages
in Louisiana alone. About $40 billion of these losses were covered
by insurance. We are sincerely thankful for the estimated $26 bil-
lion Congress set aside to help us rebuild our homes and infra-
structure and levees, but that still leaves a gap of $34 billion, or
about $20,000 in unrecovered losses for every Louisiana household.

Your focus today is on how we are reinvesting the generous ap-
propriations from Congress for housing. Like many of the other
members of the LRA, I lost my home to 14 feet of water. More than
200,000 homeowners and renters in south Louisiana suffered the
same, or actually a worse fate. They lost their photographs, their
family albums, every single belonging, and everything that made
their house a home. They also lost their dry cleaners, their den-
tists, their schools, and their churches.

The LRA developed the broad policies for the Road Home Pro-
gram. We do not implement or enforce the policies. The State De-
partment of Divisions Administration is involved in that. The Road
Home Program is the largest single housing program ever created,
providing eligible homeowners with a grant to cover the gap be-
tween insurance and the cost of repairs up to the pre-storm value
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of their home with a cap of $150,000 and up to $50,000 in forgiv-
able loans to low-income homeowners. We estimate more than
120,000 homeowners will benefit from this program funded by $6.4
billion in CDBG and $1.1 billion in Stafford Act housing mitigation
funds, whether or not they had some insurance and whether or not
they resided inside or outside a flood plain.

Let me outline the action taken since Congress fully funded this
program in 2006, 7%2 months ago. The same week we received pro-
gram approval, the State’s Department of Administration signed a
private contract to implement the program. The company set up 10
housing centers throughout Louisiana and one in Houston, Texas.
More than 105,000 applications have been received and recorded.
Housing counselors have conducted over 72,000 in-person appoint-
ments with applicants, and nearly 30,000 homeowners have been
notified of benefit awards, totaling $2.5 billion, a commitment and
obligation of contractual $2.5 billion. While only 500 homeowners
have received their actual awards, many more are in the pipeline.
This is not fast enough. It must move faster. We in Louisiana got
our full funding for our various programs 10%% months after the
storm, 72 months after Mississippi got full funding, but we are
moving as quickly and as fast as possible, but there have been
problems.

The CDBG funds came down to us wrapped in red tape. One par-
ticular area that should be addressed immediately is the SBA’s fail-
ure to distinguish the difference between a grant and a loan. They
are requiring homeowners to repay SBA loans with their Road
Home grants; that is, take the $2 billion that we were given to help
homeowners and give it right back to the Federal Government.

Another obstacle is the Federal requirement that we deduct in-
surance proceeds and FEMA payments from our awards. Verifying
these deductions is time consuming and, worse, it requires the vol-
untary cooperation of dozens of insurance companies, of which Con-
gressman Taylor spoke.

An additional area of concern relates to our use of Hazard Miti-
gation Grant Program funds as required by Gulf Coast Recovery
Chairman Powell. The State did not want to use moneys in this
way, but we were told that the Administration would not support
additional funding that was negotiated, that was not all we asked
for, unless we agreed to use these funds. As of today, FEMA has
been unwilling or unable to approve nearly $1.2 billion of funding
that is desperately needed for the Road Home Program. We ask for
your assistance there.

Let me briefly, if I may, tell you about the rental programs.
About 82,000 rental units received major or severe damage from
the storms. In response, we set aside a total of $1.5 billion in
CDBG funds, which will supplement the estimated $1.7 billion
worth of private investments triggered by Congress’ expansion of
the low-income housing tax credit program in the GO Zone legisla-
tion. In total, with this $3.2 billion of investments we hope to cre-
ate an estimated 35,000 units in a broad mix of deeply affordable
units, mixed income development, and a one-to-four unit programs.
Using approximately $667 million in CDBG funds, we hope to pig-
gyback with the tax credits, and also while funding developers in
these projects, we will be funding permanent supportive housing
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for the elderly, deeply affordable units, and permanently support-
able housing for the disabled and market rate units.

These projects have enormous potential, yet increased construc-
tion, labor, utility, and insurance costs have made some deals
unfeasible. To ensure that the units at risk are successfully devel-
oped, we request that Congress extend the December 31, 2007,
placed-in-service deadline to December 31, 2009, and extend the
December 2008 placed-in-service deadline to December 31, 2010.

Briefly, the small lenders program, the LRA’s small rental prop-
erty program, will provide gap financing of $869 million for the re-
pair of about 18,000 small rental units, landlords who own one to
four unit properties and who owned it before. The incentive will be
$18,000 or $72,000 no-interest nonrepayable loans, assuming that
you agree to deep affordability on a competitive basis with others
applying for the program. The funds aren’t sufficient to comply
Wiﬂ& all of our rental needs, but we are being inventive in that re-
gard.

One of the Congressmen asked about—and I will wrap up, sir—
first-time homeowner program. A $40 million first-time buyers pilot
program will soon be available to allow low- and moderate-income
renters to purchase damaged properties.

One major aspect, you have asked for things that you could do,
the cost share issue. %,1 billion—we figure our cost share, the State
cost share, local government’s cost share will be about $1.5 billion.
Many of the governments, my own in Saint Bernard Parish have
zero, nada, nothing in terms of ability to repay loans. The CDBG
funds you gave us will be required to do so. Accordingly, with re-
spect to that 10 percent match, unlike any other major storms or
disasters in modern history, we take—you send us the $1.5 billion,
and we send it right back to you. So we lose those funds.

Gentlemen and ladies, I will be happy and look forward to an-
swering any of your questions.

[The prepared statement of Mr. Leger can be found on page 327
of the appendix.]

The CHAIRMAN. Mr. Swoope.

STATEMENT OF GRAY SWOOPE, EXECUTIVE DIRECTOR,
MISSISSIPPI DEVELOPMENT AUTHORITY

Mr. SwooPE. Thank you. Good afternoon and thank you for the
opportunity to come before you today. First of all, I will say thank
you for your support, your funding and, most of all, your prayers
for helping Mississippi recover from the worst natural disaster to
hit the United States. I am Gray Swoope with the Mississippi De-
velopment Authority, and as you are aware, Mississippi has been
allocated $5.48 billion in CDBG funding for disaster recovery.

Today, I want to give you an update on where the money is being
spent. 30,000 in 41 owner-occupied homes received flood surge
damage. 19,787 homes located outside of the 100-year flood plain
received flood damage. 2,939 of those were uninsured. 10,254
homes located inside the 100-year flood plain received flood surge
damage, 4,916 did not have flood insurance. Working with our Fed-
eral partners, local governments, and the private sector, the State
of Mississippi is pursuing a comprehensive approach to rebuilding
in the south of Mississippi. HUD approved $3.423 billion for the
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Mississippi Homeowners Assistance Program Action Plan on April
1, 2006. The release of funds was approved by HUD on July 10,
2006, just over 6 months ago. The purpose of this program was to
provide a one-time grant payment up to a maximum of $150,000
to eligible homeowners who have suffered flood surge damage to
the primary residences on August 29 from Hurricane Katrina. Eli-
gible homeowners are those who owned and occupied their home on
August 29, 2005, maintained homeowners insurance on the prop-
erty, received flood surge damage, and lived in homes located out-
side the 100-year flood plain in six Hancock, Harrison, Jackson, or
Pearl River Counties along the Mississippi coast. To secure the
grant, the homeowner agreed to place a covenant on the property,
which provided that the rebuild and repair would be in accordance
with applicable codes and local ordinance, that during rebuilding
the home would be elevated in accordance with FEMA advisory
flood elevations, and that the homeowner would attain and main-
tain flood insurance on the property.

MDA opened three service centers on the Mississippi Gulf Coast
on April 17, 2006. Between April 17, 2006, and May 31, 2006,
15,850 applications were taken. To date, 17,654 Phase I home-
owners applications have been received through these service cen-
ters. 84 percent of these applicants have indicated they would re-
pair or rebuild. Of the applications taken, 3,447 have been deemed
ineligible but will be considered during the second phase of the
Homeowners Assistance Program. Currently 13,538 applicants
have been notified that they are eligible to receive a grant and
12,142 of those have completed their grant closing. As of Friday,
February 2nd, that was last Friday, 10,247 applicants have been
paid a total of $681,456,302. That is 72 percent of the potentially
eligible applicants for the initial Homeowners Assistance Program
have been issued checks. And again I emphasize that is a little
over 6 months since HUD released those funds. This also means
that 10,247 properties located on the Mississippi Gulf Coast now
have covenants attached providing for repair, rebuild, and accord-
ance with applicable codes and ordinances that the homeowners
have agreed to and will maintain flood insurance.

On December 19, 2006, HUD approved a modification to the
Homeowners Assistance Program to redirect $700 million of the
original $3 billion initially allocated to homeowners assistance
grants to the Phase II program. The purpose of the Phase II pro-

ram is to provide compensation grants up to a maximum of
%100,000 to homeowners who suffered flood surge, damage to their
primary residents as of August 29, 2005. Phase II eligible home-
owners are those who owned and occupied their home on August
29th, received flood surge damage, have a household income at or
below 120 percent of the area median income, and whose home was
located in Hancock, Harrison, Jackson, or Pearl River Counties.
MDA began registration for the Phase II Homeowners Program in
July 2006. There have been 7,011 registrations received as of Feb-
ruary 2nd of this year. In addition, 3,447 applicants deemed ineli-
gible for Phase I will be considered in the Phase II program. A sig-
nificant component of this program will be financial counseling for
those homeowners to assist with their recovery plans. Applicants in
both phases of the Homeowners Program may be eligible for a sep-
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arate grant of up to $30,000 to defray the cost of elevating their
homes out of potential danger areas.

To encourage homeownership, Governor Barbour has allocated
$157 million in tax exempt private activity bond authority to the
Mississippi Home Corporation to issue mortgage revenue bonds.
Through the sale of these bonds, the Mississippi Home Corporation
is able to reduce homeownership costs by offering below market in-
terest rates and assistance, with closing costs equal to 3 percent of
the mortgage amount. With this authority, more than 2,700 fami-
lies statewide have received assistance since Katrina, with 400 of
those being on the coast. These bonds are not general obligations
of the State. Rather, they are repaid as homeowners pay their
mortgages. Governor Barbour will continue to allocate additional
tax exempt private activity bond authority to the mortgage revenue
bond program to help more families achieve their dream of home-
ownership.

Hurricane Katrina destroyed or severely damaged 8,600 rental
units in Mississippi, 95 percent of which were located in Hancock,
Harrison, and Jackson Counties. The Gulf Opportunities Zone Act
authorizes the Mississippi Home Corporation to allocate approxi-
mately $35 million annually in low-income housing tax credits in
2006, 2007, and 2008. The Mississippi Home Corporation awards
these Federal tax credits based on a competitive scoring process,
conducted according to the qualified allocation plan approved by
the Governor.

In August 2006, the Home Corp awarded over $10 million of the
tax credits that will facilitate the construction of over 1,000 units.

I will skip on here quickly.

The other factor on housing that you need to be aware of, in ad-
dition to the home tax credit, HUD has approved the action plan
to amend the needs for public housing. The purpose of the amend-
ment was to provide funding in the amount of up to $100 million
to the five housing authorities that suffered damage to their fami-
lies on August 29th. There were 2,695 rental units pre-storm. Of
that, only 2,534 were damaged. Grant allocations have been made
based on the percentage of the individual Housing Authority dollar
damage to the five housing authorities. That program is now await-
ing final application approval pending environmental assessments.

This are other factors that are considered with the business cli-
mate—we can talk more about that in a minute—such as insurance
mitigation, ratepayer mitigation, and other ways that we have used
the money.

The CHAIRMAN. Thank you.

[The prepared statement of Mr. Swoope can be found on page
374 of the appendix.]

The CHAIRMAN. Secretary Bernardi, the President, on September
15th, went to Jackson Square and in his major speech talked about
his Urban Homesteading Act. He said that under this approach, we
will identify property in the region owned by the Federal Govern-
ment, provide sites to low-income citizens free of charge, etc. That
was the major housing piece.

What have been the results so far under the Urban Home-
steading Act that the President announced? Some of us were skep-
tical at the time.
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Mr. BERNARDI. At the Federal Housing Administration, we have
recognized a significant number of properties throughout the Gulf
Coast that were obviously damaged due to the hurricanes. We have
rehabilitated those properties, and we are offering them at a dis-
count to individuals who have been affected by the storm.

The CHAIRMAN. How many have been put into the hands of
homeowners?

Mr. BERNARDI. I believe there are a few thousand that have
been, but I will get you the exact number.

The CHAIRMAN. A few thousand?

Mr. BERNARDI. We didn’t have that many to start with, sir.

The CHAIRMAN. We had asked you, hadn’t we—we had asked for
that information. I am sorry to disappoint you, not to have it, but
I would think, this being a major program that the President an-
nounced, you could give us some figures. This isn’t a trick question.
That was the President’s major program. You can’t tell us how
much—somebody may be able to tell you.

Mr. BERNARDI. The fact of the matter is that the homesteading
program can deal with raw land or it can deal with housing. As I
mentioned, there is properties that HUD owns throughout the Gulf
Coast area.

The CHAIRMAN. How many homes have resulted from this pro-
gram?

Mr. BERNARDI. I will get you that.

The CHAIRMAN. Mr. Bernardi, frankly, that is very disappointing.
This is a year-and-a-half after the President made a major speech,
it is his major piece, and you can’t tell me what, if anything, has
been done. I think, frankly, that it is partly because very little has
been done.

Let me ask you, we have heard a couple of specific proposals
from the members and from the representatives, one is that we for-
give the matching requirement in the CDBG. What is HUD’s posi-
tion on that specific request?

Mr. BERNARDI. HUD’s position is that you can use the HUD
funding to meet the match.

The CHAIRMAN. That reduces the HUD funding. They proposed
abolishing the match. What is HUD’s position on not requiring the
match in this case, which they say is an unusual thing?

Mr. BERNARDI. It isn’t the HUD match. It is the Stafford Act.

The CHAIRMAN. I understand that, sir, but we are the Congress,
and I can vote on it. I am soliciting HUD’s opinion as to whether
or not we should do away with that matching requirement as a
matter of public policy.

Mr. BERNARDI. As you indicated, that reduces, obviously, their
CDBG dollars to use in other areas.

The CHAIRMAN. Thank you for restating the obvious, Mr.
Bernardi.

Mr. BERNARDI. The position would be, obviously, whatever is in
the best interest of the redevelopment of the areas.

The CHAIRMAN. Mr. Bernardi, please, let’s not dance around. It
is a simple question. We have asked for specifics. Does HUD sup-
port the specific proposal that we got from some of the members
and others from the area that we rescind the requirement for the
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match on the CDBG program? What is HUD’s position on that
matter of public policy?

Mr. BERNARDI. There is no match on the CDBG program, Con-
gressman. That is not a HUD initiative. We don’t require a match.
You can use the CDBG dollars for the match.

The CHAIRMAN. I am not blaming HUD for the fact that it was
in there. What is your position on whether or not—

Mr. BERNARDI. I would think it would be the position of the Ad-
ministration.

The CHAIRMAN. What is the position of the Administration?

Mr. BERNARDI. You can talk to others who impose the match.

The CHAIRMAN. What was that again?

Mr. BERNARDI. The Stafford Act, where the match comes from,
is where you would have to correct the situation.

The CHAIRMAN. Are you in favor or changing it or not?

Mr. BERNARDI. I am in favor of anything that will help. The an-
swer is yes.

The CHAIRMAN. You are in favor of abolishing the match require-
ment in this situation.

Mr. BERNARDI. I would think, if abolishing the match indeed
helps the areas—but, on the other hand, as you know, Mr. Chair-
man, we would like to have, obviously, the local communities par-
ticipate in the process with other resources.

The CHAIRMAN. I understand that, Mr. Bernardi, but I am still
trying to get an answer to the question. Should we abolish the
matching requirement or should we not? What is HUD’s advice on
that subject?

Mr. BERNARDI. HUD’s advice is to do what is in the best interest
of the people that everyone is trying to serve.

The CHAIRMAN. That is “bureaucratese.” So I can’t get an answer
on that one.

What about extending the tax credits? That shouldn’t be hard.
Are you in favor of extending the tax credit?

Mr. BERNARDI. Absolutely.

The CHAIRMAN. Thank you. What was the “if?”

Mr. BERNARDI. The answer is yes, absolutely.

hThef CHAIRMAN. I thought you had an “if.” I was worried about
t e “i .”

Mr. BERNARDI. What are we, one for two now? We are doing well.

The CHAIRMAN. One for two in getting an answer, not necessarily
the right answer.

Let me ask you, in your closing comments, as I read them—I had
to go outside for a bit—you say, even after housing is rebuilt, there
will be far less affordable housing stock now than before the
storm—talking about New Orleans now. There needs to be a long-
term housing solution for them.

And here is the conclusion that we get from the Department that
is in charge of this: The path ahead is daunting. The States are on
the right path to addressing their challenges. It is a path that is
going to take longer than we want.

I am not satisfied at that being the response of the Federal Gov-
ernment. You acknowledge that there is going to be far less afford-
able housing after the storm than before. You talk about some rent-
al things. What is HUD’s proposal for actually making up this def-
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icit? Do you have any plans for building housing, creating more af-
fordable housing than we would otherwise have so that we won’t
face what you acknowledge would be far less than before? What is
HUD’s view about increasing the stock of affordable housing?

Mr. BERNARDI. With the CDBG program and the moneys that
are available to the respective States, they have plenty of action
plans that we have moved on expeditiously and that address af-
fordable housing as well as, obviously, business redevelopment, and
infrastructure.

The CHAIRMAN. I am talking about housing now. I can only talk
about one thing at a time.

I did hear that less than half of the units were going to be re-
placed, 82,000 lost, 30 some odd thousand replaced. Does HUD be-
lieve we should do something to make up that gap, less than half
}hedagfordable units being replaced with the use of the CDBG
unds?

Mr. BERNARDI. Exactly. The CDBG funds—

The CHAIRMAN. The CDBG funds, according to Mr. Leger, are
going to replace less than half of the housing, which will replace
less than half of the units lost, 30 some odd thousand out of 80
some odd thousand. Does HUD have any plans for replacing more
of those units other than the CDBG program which are going to
replace less than half?

Mr. BERNARDI. Those units—those affordable housing units are
coming back on line.

The CHAIRMAN. Mr. Bernardi, please, let’s not play games. I un-
derstand they are coming back on line. There will be 30,000 of
them, where there had been 80,000. So the question is, what do we
do about that shortfall of about 50,000 less affordable units than
before? The CDBG, yes, 30 some odd thousand. There were 80,000
destroyed. What about the other 50,0007

Mr. BERNARDI. There will be a need for additional resources.

The CHAIRMAN. Does HUD have any plans for providing those?

Mr. BERNARDI. We don’t have the resources in our budget, no.

The CHAIRMAN. The last question, in the bill that we had voted
on last year that I hope we will vote on again soon increasing the
regulation of Fannie Mae and Freddie Mac, we have a proposal
that would result in about $500 million being available, not in the
Federal budget, not out of HUD’s budget for affordable housing on-
going, but we have agreed at the initiation of Mr. Baker and others
to put that all in the Gulf in the first year. Does HUD support a
fund of about $500 million, assuming we can agree on how it is dis-
tributed, to help make up that defect? That would be $500 million
not on the budget, not out of your allocation, to increase the stock
of affordable housing and reduce that 50,000 drop. Does HUD sup-
port that?

Mr. BERNARDI. Mr. Chairman, I have read your proposal and
how you prepare to do that with Fannie Mae and Freddie Mac. If
you can get the resources, we will do the job.

The CHAIRMAN. Mr. Bernardi, why don’t you answer questions?
I don’t understand why you play games. You are telling me if we
tell you to do something, you will do it. I am asking you, as a mat-
ter of public policy, does HUD support putting the bill through in
a way that makes that $500 million or so available for affordable
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holusir‘l?g in the Gulf—does HUD support that as a matter of public
policy?

Mr. BERNARDI. When you get it through, then, obviously, we will
do what we need to do. You are asking me to make policy. I don’t
make policy.

The CHAIRMAN. You are the Deputy Secretary of HUD, and I am
asking you to make housing policy, and you act like I am asking
you to do something improper. If you don’t make housing policy
and the Secretary wouldn’t come, who does in this Administration?

Mr. BERNARDI. The fact of the matter is that you dispose. If you
go ahead and you can get that through the Congress, then we will
do it.

The CHAIRMAN. I am sorry, that is disingenuous. HUD often
comes up and makes recommendations. The notion that it is some-
how inappropriate to ask the Department of Housing and Urban
Development its opinion as a matter of public policy on an impor-
tant question—you have acknowledged that we are going to have,
even after the CDBG funds are spent, a shortfall in affordable
housing. I am asking HUD’s opinion. You are here as a representa-
tive of HUD.

Mr. BERNARDI. My opinion is yes. If you have the funding for us,
we will do it.

The CHAIRMAN. Mr. Bernardi, please don’t play that game. If we
tell you to do it, you will do it. That is not the question I am asking
you. As you well know, as a matter of policy HUD makes rec-
ommendations to policy all the time. Are you telling me HUD is
not, for the rest of the years that the Administration is here, going
to make any recommendations about what policy ought to be?

Mr. BERNARDI. To bring back affordable housing, we are in favor
of using the resources.

The CHAIRMAN. So you would be in favor of including that provi-
sion for the $500 million?

Mr. BERNARDI. Yes.

The CHAIRMAN. Thank you.

Mr. BERNARDI. Hopefully, we will have it.

Mr. BAKER. I thank the chairman.

Mr. Garratt, I had a series of questions, but I am going to stipu-
late those in writing for a response later. They will include a com-
parative analysis of FEMA’s administrative overhead charge cer-
tainly in excess of 20 percent in one quarter, 24.9, as contrasted
with the State of Louisiana’s administrative costs for disposition of
CDBG grants in the amount of 1.5 percent. I find it very troubling
that the administrative cost would be so excessive in the adminis-
tration of public dollars in the face of an emergency response.

Also, I would like to have a better explanation of FEMA’s
planned deployment practices going forward for future disasters of
this magnitude. It was, in fact, an observation that many FEMA
employees, consultants, and contracting parties did displace evac-
uees from rental facilities and rental property in order for them to
acquire a platform from which to work, as opposed to placing them
in the trailers, which gets me into a question concerning trailer de-
ployment.

I am not so much concerned about the Hope matter. I think that
is hopeless. I am now concerned about an article appearing in a
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weekend paper talking about the need for additional handicapped
disabled trailers when we have 4- to 5,000 vacant, not utilized, in
storage, and we are ordering additional trailers which are outright
designed for disabled and handicapped, while modifications to the
quite large inventory in Hope could be done for about $1,000 a
unit, saving taxpayers considerable dollars.

Lastly, I will have a question concerning the Katrina cottage al-
location, the most recent sort of discussion in the news, and how
it was possible, given the scope of need represented for permanent
housing response, that we found the Mississippi allocation to be so
disproportionately large to the Louisiana settlement.

I will get those to you in writing.

Mr. Leger, I wanted to hit the quick high ground as best I can
in the time available. Knowing that the Road Home is not a com-
munity restoration program but a housing recovery program aimed
at individuals to help them make personal decisions about how to
go forward, as I understand the technical circumstance we have
had 506 closings, averaging $62,000, for a total of $31 million, but
I do note on page 6 of your testimony that you have 30,000 offer
letters out in some stage of consideration which represent a total
of $2.49 billion, with an average award, if accepted, close to
$80,000.

My point is, even if that is the accurate summation of our cur-
rent condition and every applicant accepts the offer tendered, we
still have $5 billion in the bank right now awaiting future action
or disposition.

My first question is, has anyone actually received a check of
$150,000 from the program yet?

Mr. LEGER. I am not sure who has received exactly what. I know
that people have been awarded $150,000. I suspect among those
500 who have actually gotten their disbursals there may be some
who have gotten $150,000.

Mr. BAKER. It would be great if you could help us to better un-
derstand the operative nature of the deployment of these resources,
if you could provide to the committee some outline, without, obvi-
ously, personal information but just characterizations of classes of
settlement and how they have been disposed over the most recent
8 months.

Has, to your knowledge, there been a decision made by the LRA
or local government to preclude anybody from redeveloping or re-
building in any area or has the general approach been if you want
to rebuild, we will help you?

Mr. LEGER. Congressman Baker—and, again, thank you for your
bill, which we all unanimously supported some time ago—the plan-
ning process in New Orleans is just completing with recommenda-
tions for patterns of redevelopment.

In Saint Bernard Parish, where I co-chaired the Citizens Recov-
ery Committee appointed by local government, a plan was devel-
oped with recommendations with respect to green space and no re-
development in certain neighborhoods about 10 months ago. Parish
government unanimously supported that proposal and plan and are
still working through the process of formally—
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Mr. BAKER. The chairman is going to press me here in a minute,
but has any of the hazard mitigation money been used for buyouts
of individual homes to preclude redevelopment?

Mr. LEGER. No, sir. It is my understanding—and that is one of
the points I made very quickly—about $1.2 billion of hazard miti-
gation money was directed to us to be used in this kind of deploy-
ment. FEMA has yet to approve our use of those moneys in the
Road Home program. So, no, sir.

Mr. BAKER. None of the hazard mitigation money has yet been
contractually obligated.

Mr. LEGER. It was always the concept and plan that the money
would be adjusted in an accounting methodology.

Mr. BAKER. Let me get to my specific point using your Parish of
Saint Bernard. There have been 5,105 people, according to your
data, elect to keep their homes, 4,534 elect to sell but stay in the
State, and 459 elect to sell and leave. That means 4,993 people
have elected to take a settlement and leave town, with 5,105 elect-
ing to stay within the parish.

It would seem extraordinarily evident to me that using hazard
mitigation funds for that purpose and those buyouts would serve
us well going forward to reduce future flooding exposure. Is that
something the LRA supports?

Mr. LEGER. Absolutely. Congressman Baker, that has been the
concept all along. There will be certain neighborhoods, one right
near mine, part of mine, which 90, 95 percent of the people will
choose not to return.

Mr. BAKER. I will follow up for a little more detailed question
and explanation on that.

I am also troubled that if you have half the parish sold out and
can’t be used for commercial or any other governmental purpose,
who is responsible for keeping it and what is the future of that
going forward? As I understand the hazard mit rules, you can’t
even put a baseball park on it. It is gone. If you have Jack
O’Lantern sections of land isolated from commerce and the local
government has no resources, it looks like we have a long-term
problem going forward.

Mr. LEGER. Actually, Congressman, the short version of what is
going to happen is, as properties are purchased by the State by a
corporation created by the legislature, the local governments are
notified of the densities of acquisitions and otherwise and the
local—the property will eventually be passed to the local govern-
ments for their planning concepts and for planning development.

There will be some neighborhoods where one house or one lot is
purchased, and those may be presented for—

Mr. BAKER. Let me summarize, because I know my time is lim-
ited here, and I assume we have votes pending.

There is great frustration, Mr. Leger, as you can understandably
get from the hearing proceedings this morning. I think it is incum-
bent on us to do a thorough examination. I am also told the LRA
is getting near the conclusion of its work, that the administration
of these remaining grant applications is probably about it. Most all
of the money, at least from your perspective, has been in some form
or fashion obligated for some purpose and that the resources are
running out.
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My opinion looking in is that we have extraordinary vast regions
of desolation with—whether it is affordable housing, privately
owned housing, commercial business enterprises, across the eco-
nomic landscape, the recovery, it is a great chasm between expecta-
tion and reality, and we are going to have to do something dif-
ferently.

The CHAIRMAN. The gentlewoman from California. After the gen-
tlewoman from California, we will break for votes.

Ms. WATERS. Thank you, very much.

Mr. Chairman, I would like to try and deal with several aspects
of the Road Home program and the Mississippi Homeowners Grant
program and, of course, public housing. Let me start with public
housing.

Mr. Bernardi, you talked about the state of affairs of public hous-
ing and basically supported HUD’s decision to tear them down. C.J.
Peete, 723 units; in 1997, 202 units were approved for demolition.
What happened? Why wasn’t it done?

Mr. BERNARDI. It was slated for demolition in what year again?

Ms. WATERS. 1997. What happened to the 202 units that were
approved for demolition back in 1997?

Mr. BERNARDI. As you know, the history of the Housing Author-
ity, the situation required us to take it into receivership in 2001.

Ms. WATERS. I know. Who does the approval?

Mr. BERNARDI. The approval of the demolition?

Ms. WATERS. The approval of any housing units that are sched-
uled for demolition. Does HUD do that? Once you do it, what is
your responsibility for oversight and follow-up? Why didn’t it get
done?

Mr. BERNARDI. The responsibility is to try to run—keep the units
occupied as long as you possibly can, to repair them when you can.

Ms. WATERS. Since 1997, you had approval.

Let’s go on to B.W. Cooper. 352 units were approved in 2003.
Why didn’t those get done?

Mr. BERNARDI. Pre-Katrina they were all slated to be taken
down.

Ms. WATERS. Since 2003—first, 1997, 1996 in Saint Bernard, you
had 45 units approved. Why didn’t you do that?

Mr. BERNARDI. They were all slated for demolition.

Ms. WATERS. What it says to us is that if you wanted to do demo-
lition, if you wanted to do new development—you have given the
approval to HANO to do this. Nothing happened. And now you are
telling us that not only do you want to demolish those units but
you want to do them all. You are telling people you can do all of
this and they can be back in their places in 5 to 6 years. Why
would anybody believe that this could be done?

Mr. BERNARDI. The situation—as I mentioned earlier, pre-
Katrina there were 7,000 units in the New Orleans Housing Au-
thority; 2000 of those were vacant. They were vacant because they
were uninhabitable.

Ms. WATERS. They were vacant because they were uninhabitable
because the maintenance and care of the units was not done by the
Housing Authority, and HUD didn’t do oversight, didn’t enforce it.
You boarded them up, and you reduced the number of units that
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were available to poor people. They were boarded up, and poor peo-
ple—you had a waiting list.

What is HUD’s responsibility when you have a waiting list? You
have boarded-up units, and you have permission to demolish and
to redevelop. What are we to think? Are we to trust you to talk
about redeveloping housing and giving us one-on-one replacement
and getting people back into their units?

Mr. BERNARDI. I know you have been on the site, Madam Chair-
woman, yourself, and you have seen those units. They are in very,
very difficult condition.

Ms. WATERS. They are.

Mr. BERNARDI. The proposal is to take those four complexes,
those 3,900 units, to take them down to make a mixed community
out of that.

Ms. WATERS. What are you going to do with the people who are
waiting to come home in Dallas and Houston?

Mr. BERNARDI. Right now, there are 1,150 people who have been
placed back into public housing.

Ms. WATERS. What are you going to do with the people who want
to come back right now?

Mr. BERNARDI. We are right now contacting folks wherever they
are located. We made 800 calls and contacted 200 people. It is very
difficult to get ahold of many of the individuals. 150—

Ms. WATERS. Do they know they have transportation costs?
Many of them left. All of their furnishings are still in those units
just as they were when they were evacuated. They have nothing.
What are they supposed to do? They are waiting to hear from you.
You have money for transportation. You have units, and money to
replace the household items and goods that were lost. You have all
this down and you are ready to do it, is that right?

Mr. BERNARDI. They have a disaster voucher which they are uti-
lizing right now. No one is without shelter. We are trying to bring
them back.

Here is the response we are getting from many of them: We will
talk to you in 60 days, maybe 120 days. Some don’t want to come
back.

The fact of the matter is, outside of those four complexes and
even in one of those we are repairing units as we speak. 1,150 have
come back, we have another 4- or 500 who are in the process and
they should be back any time. And when we complete the demoli-
tion of these four complexes we will be adding not only 3,000 public
housing units but 800 affordable units and also some individual
housing within those complexes. We need to make that—

Ms. WATERS. I know about the plan, but there is a philosophical
disagreement here, and it is this: If you have habitable units that
could be repaired in a cost-effective way, and people who want to
return to them, why should they be demolished?

Mr. BERNARDI. The inspections were done by the real estate and
assessment section and they were deemed uninhabitable. I have
heard other speakers here, folks indicate the only damage was on
the first floor. The second and third floors are okay. Quite honestly,
from a personal perspective and from also a policy perspective, we
don’t want to put anyone in harm’s way. What kind of health con-
cerns are there? What kind of safety concerns are there?
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Ms. WATERS. There have been other assessments that have been
done that talk about a cost-effective way to take some of those
units at the first floor level that have minimal damage, clean them
up, deal with mold or whatever problems that you have, and some
of the units above that were not damaged, that they can be re-
placed, they can be repaired.

Mr. BERNARDI. I would respectfully say that is a stop-gap meas-
ure. What we would like to do here is everyone has a voucher they
are utilizing. If we get the go-ahead to rebuild, they will have a
tenant protection voucher that will take them to the day when they
open and they will have—

Ms. WATERS. Why don’t you just take the units that you have
been approved of for all of these years and show us that you can
do those. Let the people come back to all of the other units that
we perhaps will not agree with you on demolishing and maybe take
one like Lafitte, where you have enterprise with the demonstration
project with all of the social services not only for Lafitte but for the
entire community and see if that model can provide extended sup-
port and services just for Lafitte, the units that you already ap-
proved? Everything else gets rehabbed.

Mr. BERNARDI. Madam Chairwoman, as you know, you have met
with Secretary Jackson, we are willing to listen and go over any
ideas and proposals that you have.

The CHAIRMAN. We have to go vote. I would ask that we get an-
swers to these questions in writing. I think these are very impor-
tant questions. I know other members will have questions, but we
really are going to need some answers in writing to the very spe-
cific questions the gentlewoman was asking.

We will now break to vote.

[Recess]

The CHAIRMAN. The hearing will reconvene. There will be no fur-
ther votes today, so we will be able to proceed without further
interruption.

The Chair now recognizes the ranking member of the Housing
Subcommittee, the gentlewoman from Illinois, Mrs. Biggert.

I am sorry. We don’t have everybody back yet. The gentlewoman
will suspend.

Mr. WATT. Mr. Chairman, I am told there was a heated discus-
sion in our absence. Maybe the residents of the Gulf chased the
HUD representative away.

The CHAIRMAN. I trust that was not the case.

Mr. WATT. He is missing in action.

The CHAIRMAN. We should remind the participants that rudeness
towards witnesses is the prerogative of Members of Congress.

Mr. WATT. I am joking, of course.

The CHAIRMAN. We will wait.

Mr. WATT. If he didn’t answer questions any better for them than
he answers them for the committee, maybe we will get better an-
swers if he is not here, Mr. Chairman.

The CHAIRMAN. I appreciate the witnesses having spent a long
time here. I know they were supposed to be up earlier, and so I
appreciate them bearing with us, and I realize we didn’t give a lot
of notice.

The hearing will now resume with the gentlewoman from Illinois.
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Mrs. BIGGERT. Thank you, Mr. Chairman.

Secretary Bernardi, in your statement, on page 2, you say that
HUD has and will continue its role in offering guidance and assur-
ance and assure compliance with the law, including the prevention
of waste, fraud, and abuse. Could you elaborate a little bit on that,
particularly in light of the AP story that talks about—and I would
like to know how you connect with FEMA and HUD. FEMA has
asked for 300 some thousand dollars back from those in housing
where it has been shown that they received money that they were
not entitled to, with fraud involved.

Mr. BERNARDI. When it comes to the monitoring of the resources,
we have conducted monitoring in Mississippi and we are beginning
monitoring in Louisiana. I think it was said earlier that just a little
over a billion dollars has been actually spent, with almost a billion
dollars in Mississippi and about a hundred some odd million dol-
lars in Louisiana.

We monitor for oversight and compliance to the applicable Fed-
eral statutory and regulatory requirements, and we also include
the oversight for waste, fraud, and abuse. We have people not only
at headquarters but people in the respective Federal offices in New
Orleans and in Mississippi, and whenever the action plan is ap-
proved and the money is being expended, we make sure that each
entity abides by the regulations and rules that they have.

For example, I think the States have opted when it comes to pro-
curement that they would follow, instead of the Federal guidelines,
the State guidelines. So we just monitor to make sure the money
goes to the people it is intended to and is spent for those purposes.

Mrs. BIGGERT. And then how do you work with FEMA?

Mr. BERNARDI. We work very well with FEMA. I am not really
familiar with the $300 million. Is that what you mentioned?

Mrs. BIGGERT. Well, I will now go to Mr. Garratt.

The article in the paper, the AP story this morning, that you
viflant $300 million in Katrina aid back, are you aware of the article
that—

Mr. GARRATT. Yes, ma’am, I am.

Mrs. BIGGERT. Could you comment on that?

Mr. GARRATT. Certainly. As a standard part of any disaster, an
unfortunate but standard part of any disaster, we inevitably need
to recoup money that was provided improperly for a host of reasons
to individuals who were not eligible for that assistance. That is the
case here as well.

In this particular case, it was complicated or the amount of
recoupment that we are going to have to end up doing was com-
plicated by the circumstances of the event, both the scale of the
event and by the fact that we implemented expedited assistance at
the beginning of that event. We have identified just shy of $350
million that we expect to recoup.

Mrs. BIGGERT. I suppose you couldn’t say that this was much
more major, because this has been a major disaster that has oc-
curred, but do you work with local authorities? Have you worked
with HUD on this?

Mr. GARRATT. We don’t typically work with HUD as part of the
recoupment effort. That is done by our own disaster finance folks
in conjunction with the Department of Treasury.
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Mrs. BIGGERT. Why would you think you have the recoup, other
than the fact that it was checked out before the money was given?

Mr. GARRATT. Again, back to the circumstance of this particular
event, we implemented expedited assistance very early on into this,
and expedited assistance, by its very nature, means that we are ex-
pediting assistance without going through the normal checks and
balances and controls that we typically go through when we issue
assistance.

Those typical checks and balances include sending an inspector
out to someone’s house and that inspector then verifies the dam-
age, reports the damage that the individual is eligible for, ensures
that the individual is, in fact, the homeowner, and then issues as-
sistance. We have that. That exists in a normal disaster environ-
ment.

When we expedite it, we do that in advance of doing inspections.
So we are basically taking the word of the individual who is calling
up that they are who they say they are and they need the money
that they say they need, and we issue that money. We then will
go back at the end of that process and begin validating those pay-
ments. We do not want to validate them at the front end or we did
not want to validate them at the front end and slow down getting
assistance to victims who urgently needed it.

Since then, we have put protocols in place that now enable us to
do identity verifications on all disaster applicants when they either
call us or when they register online. Last year, we only had the
ability to do that for individuals who registered online. We were
setting up the ability to be able to do that for individuals who
called us, but it wasn’t ready to go yet. That is ready now, so we
can now do identity verification. So in the future if we are faced
with an expedited assistance situation, you will not see this level
of recoupment activity.

Mrs. BIGGERT. Have you ever considered working with regional
coalitions, preparedness coalitions? In Chicago, there is a financial
preparedness coalition called Chicago First.

Mr. GARRATT. I am not personally familiar with Chicago First,
ma’am. I cannot authoritatively say that FEMA or parts of FEMA
are not working with Chicago First or potentially parts of DHS pre-
paredness are not working with Chicago First, but I can’t confirm
that.

Mrs. BIGGERT. Thank you. I yield back.

The CHAIRMAN. I thank the gentlewoman.

The gentlemen from North Carolina, the Chair of the Oversight
Subcommittee, which will be holding a hearing on the insurance
aspects of this in a couple of weeks.

The gentleman from North Carolina.

Mr. WATT. Thank you, Mr. Chairman.

Mr. Leger, at one point, in response to a question of one of the
members—I can’t remember who—you said that none of the Road
Home funds had been disbursed, is that correct?

Mr. LEGER. Oh, no, sir. Actually, we have obligated and made of-
fers—I say “we”, the State of Louisiana—to 30,000 homeowners to-
taling $2.49 billion. Five hundred grants or so this week have actu-
ally been disbursed.
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Mr. WaTT. What was it that you were saying that FEMA was
holding up? I am trying to get that. I thought that was Road Home.
Was it something else?

Mr. LEGER. There are several issues with FEMA, but particularly
with respect to Road Home. The budgetary process involved our
use of $6.3 billion of CDBG moneys, another $1.1-, $1.2 billion in
hazard mitigation funds through FEMA, Stafford Act funds. How-
ever, FEMA has yet to—either been unwilling or unable to approve
the use of those hazard mitigation funds to assist us in the Road
Home program.

Don’t misunderstand, though, sir. That is not slowing up the
process at this point. But until those funds are allocated and ap-
proved—or rather approved by FEMA for us to use in the Road
Home program, the financial viability of the program is severely at
stake.

We didn’t ask to do that. In the negotiations with the White
House, we asked for a lot more. We got a disproportionate alloca-
tion of assistance in December of 2005 capped at 54 percent, and
we got $6.2 billion. We were told by the White House, use $1.2 bil-
lion of hazard money.

Mr. WATT. I am trying to deal with what has been authorized.

Mr‘} Garratt, what do you say in response to Mr. Leger on this
issue?

Mr. GARRATT. Mr. Leger is entirely accurate, sir.

Mr. WATT. What is the hold-up?

Mr. GARRATT. The issue—and we are working with LRA to try
and resolve this issue—is a legal issue.

Mr. WATT. What is the issue?

Mr. GARRATT. Under HMGP, the funding has to be distributed
impartially and equitably, and that is—FEMA believes that the
protocols that they have in place to distribute that money and some
of the restrictions that they have in place call into question both
the impartiality and equitably as well as potentially raise issues of
discrimination. Until we can resolve those issues—

Mr. WATT. How long has this money been authorized for this
purpose?

Mr. GARRATT. Well, sir, we were—

Mr. LEGER. Seven, eight months.

Mr. WATT. This is not a trick question. I am just trying to figure
out how it takes 7 months to resolve something that—I mean, you
have people sitting there waiting on this to happen. Why does it
take 7 months to resolve what is characterized as a legal issue?

Mr. LEGER. We have been asking for 7 months to help resolve
this issue. HUD has no problem in using CDBG moneys with these
issues. We have made an exception to help senior citizens get addi-
tﬁ)nal funding in the program. There seems to be some obstacle
there.

Mr. WATT. How close are you to resolving this issue so that this
money could be released, Mr. Garratt?

Mr. GARRETT. My understanding is we are not necessarily par-
ticularly close to resolving this issue, sir.

Mr. WATT. So FEMA and the local authorities and HUD have
three different positions on this issue, is that what I am hearing,
and it can’t be resolved?



65

Mr. LEGER. It seems like there are two positions.

Mr. WATT. HUD and the local authorities on one side and FEMA
on the other side, and you can’t resolve it and not even close to it.
It has been 6 months, and you are telling me you are not even close
to resolving it. Is that what I am hearing? Is that correct, Mr.
Garratt?

Mr. GARRATT. I would say we have issues that we have yet to
resolve and still need to resolve and have no assurances at this
point that they will be resolved.

The CHAIRMAN. Ever?

Mr. GARRETT. In the very near future, sir.

Mr. LEGER. We plead with this Congress for resolution.

Mr. WATT. Mr. Bernardi, I am looking here at a statement from
the local Housing Authority which describes the damage at the C.dJ.
Peete public housing project as minor flooding. I noticed that C.d.
Peete is one of the public housing developments at the bottom of
page 2 and the top of page 3 of your testimony which you indicate
is in the process of being redeveloped to make way for a mixture
ﬁf public housing, affordable rental housing, and single family

omes.

Two questions arise from that. Number one, why would you be
redeveloping something, a public housing community that had only
minor flooding as described by the local Housing Authority; and,
number two, in the redevelopment plan, assuming that it makes
sense to redevelop as opposed to renovating and restoring, have
you proposed one-for-one replacement of the low-income housing
units in that particular development?

Mr. BERNARDI. The four developments—

Mr. WATT. I don’t want to know about the four developments. I
asked you only about one development, Mr. Bernardi.

Mr. BERNARDI. We are looking to do one-for-one replacement
with those four developments.

Mr. Warr. I didn’t ask you about four developments, Mr.
Bernardi. I asked you about the Peete public housing redevelop-
ment that you are proposing. That is the only one I asked you
about.

Mr. BERNARDI. The answer is yes. One-for-one redevelopment.

Mr. WATT. This question—in your redevelopment plan, you pro-
pose one-for-one redevelopment of the Peete public housing. Is that
correct?

Mr. BERNARDI. That is correct.

Mr. WATT. One-for-one replacement.

Mr. BERNARDI. That is correct.

Mr. WATT. Why are you proposing to redevelop, as opposed to
renovate, when there has been only minor damage?

Mr. BERNARDI. Well, the inspectors from the Real Estate Action
Center inspected those properties and the decision was made—re-
development was scheduled prior to the hurricane and a decision
was made to redevelop not only Peete but the three other entities
as well to create 3,900—to create 3,000 new additional public hous-
ing units.

Mr. WATT. Thank you.

The CHAIRMAN. I would not only thank the gentleman for yield-
ing back, but the decision was made, and no one appears to have
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made it. When decisions are made impersonally, there are often
some questions.

The gentleman from Alabama, the ranking member.

Mr. WATT. Can I just thank the chairman for saving me from
myself?

The CHAIRMAN. The gentleman from North Carolina and his wife
can both thank me for that.

Mr. BAcHUS. Mr.—is it Leger? Can I call you Walter?

Mr. LEGER. You can call me Walter, yes, sir.

Mr. BAcHUS. The Blanco Road Home program, that was—it will
eventually make $7.5 billion available to property owners whose
homes were damaged.

Mr. LEGER. That is correct.

Mr. BAcHUS. There have been, I think, 100,000 applications for
funding under the program. Can you tell me to date how many
grants have been distributed out of that 100,000?

Mr. LEGER. Yes, sir. There have been offers and obligations of
$2.49 billion, actual disbursements of 500 persons. There have been
offers to 30,000 people, 30,000 accepted, 500 actual disbursements.

But, if I may, Congressman, we had a late start. We were de-
layed by the fact that we needed to seek additional funding to fully
fund our program because of the disproportionate share we were
given in December of 2005 relative to our needs. And the program
has had—

Mr. BAacHUS. You are talking about getting the program off the
ground.

Mr. LEGER. To even be fully funded.

Mr. BAacHUS. Now the first funding came in December after the
hurricane.

Mr. LEGER. That is correct.

Mr. BAcHUS. When were the first funds distributed?

Mr. LEGER. We were allocated about $6.25 billion; Mississippi
was allocated $5.2 billion. We had to rapidly make a decision
whether or not we would try to offer half of our people all of the
benefits of the program or all of our people half of the benefits. Our
legislature requires that it be approved by the legislature. They
said, let’s wait.

Mr. BACHUS. The legislature? The Louisiana legislature?

Mr. LEGER. The Republicans and Democrats alike.

Mr. BacHUS. That is what I was wondering. It wasn’t a lack of
Federal funding.

Mr. LEGER. It was a lack of Federal funding because we feel like
we didn’t get funded proportionately enough in December.

Mr. BAcHUS. But you had billions of dollars of funding that you
didn’t turn loose in grants.

Mr. LEGER. We had billions obligated, but it was insufficient to
meet our needs, and we thought it was most appropriate to attempt
to get as much funding as we could get to meet the needs.

Mr. BacHUS. I understand you are seeking more funding, but
there are hundreds of millions of dollars that you weren’t distrib-
uting.

Mr. LEGER. That is right. As you may know, it takes time. What
we were saddled with—and so was Mississippi—is what I call fed-
eralism with strings. The money was appropriated—



67

Mr. BacHus. I understand.

Mr. LEGER. It was tied and red tape and strings back to Wash-
ington. We were told, and we designed, and when the White House
agreed to support an additional $4.2 billion, we immediately re-
leased this full program. It took us until June to get funded. We
could not move forward. Our legislature would not authorize us to
move forward. We didn’t think it was good policy to move forward
until we knew we had the money.

Mr. BACHUS. You resubmitted the program, is that right?

Mr. LEGER. That is a good point. We submitted the program, but
because of HUD regulations, which would have required on CDBG
money, which would have required us to do an environmental im-
pact study on every single one of the 124,000 properties, which
would have taken 3 to 6 months and been very expensive, we had
to redesign the program into what has been called the compensa-
tion program.

Mr. BAcHUS. That wasn’t anything new.

Mr. LEGER. It was new to us, that we were going to have to do
an environmental impact statement on 124,000 individual prop-
erties.

Mr. BAcHUS. To change that you had to have a Congressional fix,
I think, right?

Mr. LEGER. No, actually, we didn’t get a Congressional fix. Jan
Opra and others at HUD worked very closely with us to maneuver
around the regulations that required the complications and ad-
justed the program accordingly. That caused other difficulties.

Mr. BacHus. How long did the inaction or whatever with the
Louisiana legislature hold up funding?

Mr. LEGER. I don’t think there was any inaction by anybody. We
were waiting to be funded. The legislature and in our meetings
with the Black Caucus, the Rural Caucus, Republican Caucus, the
idea was that it might be irresponsible for us to offer a program
that wasn’t fully funded. Honestly, I think we also were concerned
with that Congress—that if we started offering half of the money
to people, they might—Congress might say, you guys have enough
money.

Mr. BAcHUS. Let me just—you received first funding in Decem-
ber, and then in February, the President submitted the request to
Congress for additional funding.

Mr. LEGER. Yes, sir.

Mr. BAcHUS. It was for the amount—at the time, you said it was
sufficient.

Mr. LEGER. No, sir. We asked for more. That was a negotiated
amount.

Mr. BAcHUS. But you didn’t move forward with what you had.

Mr. LEGER. Sir, we didn’t ask for more?

Mr. BACHUS. You didn’t spend the money you had.

Mr. LEGER. We are spending the money we have.

Mr. BACHUS. Now, but you didn’t then.

Mr. LEGER. We put everything in motion to spend the money
that we were allocated.

Mr. BACHUS. When did the first moneys get to Louisiana?



68

Mr. LEGER. The first moneys get to Louisiana? I understand
most of the moneys are still here in Washington. That the moneys
get to Louisiana after they are approved by the various programs.

Mr. BacHuUs. It took HUD just a week or two to approve your
second plan that you submitted.

Mr. LEGER. We were working with HUD for 6 or 7 months on
this program. We unveiled the program on February 20, 2006, 5
days after the White House said they would support it. We put it
out in the public domain, and, honestly, those months gave us some
clarity. With all due respect to Mississippi—

Mr. BAcHUS. I know you had mentioned that you are not getting
as much as Mississippi, and there is a dispute over what you are
getting. The money that got there was held up by State and local
restraints.

Mr. LEGER. The money didn’t get there. It was in Washington
until the programs are approved. We didn’t feel like and I still
think it would be—in fact, I understand HUD would not approve
a program that wasn’t funded. So until—we could have offered a
half program, a program for only half of our people, or we could
have offered a program for all the people for half the money. We
thought that was unwise.

Mr. BACHUS. Let me ask you about this. This will be my last
question. This is Governor Blanco on February 15th when $4.2 bil-
lion—

Mr. LEGER. We were delighted.

Mr. BAcHUS. You were delighted. It was a dark and almost
frightful evening that evening in September in Jackson Square. It
was a very quiet, eerie feeling in a place that had only known life
and vitality until Katrina rolled through. But when the President
of the United States stood there that night with lights beaming on
him and I sat on a warm bench watching him commit to the Na-
tion—and here is the key part—his making a commitment to Lou-
isiana and the Gulf Coast region for its redevelopment, I sat there
wondering and hoping this promise would become a reality.

Today, I know that he is fully committed to helping our people,
and so, on behalf of the people of Louisiana, I have to say a very
special thank you. Mr. President, you are committed. We know you
are there. We know you care. You sent us Don Powell, who we
have come to know, to say that these numbers didn’t just come out
of the sky, the $4.2 billion. They were carefully crafted, legitimate
numbers analyzed after—analyst after analyst, evidence after evi-
dence. We took it seriously. We didn’t just make up a number. We
know that just doesn’t fly here in Washington.

So she said it was sufficient.

Mr. LEGER. No, sir. What she said was that we were thrilled to
get the additional $4.2 billion—and we were—and it was carefully
crafted based on mathematics and estimates of loss. It wasn’t
enough, but we were thrilled. Because that first allocation in De-
cember of 2005, we are not sure what it was crafted on, but it cer-
tainly wasn’t relative to proportion of damage. We had 4 times
more damage than Mississippi, and we were capped at 54 percent
of the allocation. That $4.2 billion was welcome, and an additional
$1.2 billion was assured to us and, by the way, we are thankful.
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Mr. BAcHUS. But you thought $4.2 billion was sufficient. I know
you found out that Mississippi got a different amount.

Mr. LEGER. We already knew that. That is why we went after the
additional $4.2 million. And we are thankful to the President and
Don Powell and his office, but, again, that $1.2 billion of hazard
mitigation money still has not been—and by the way, I correct my-
self. It was not 7 months ago. It was from February 20th that we
announced we needed to use that $1.2 billion of hazard mitigation
money, so it is 11 months.

Mr. BAcHUS. Okay. Thank you.

Mr. LEGER. Thank you, sir.

The CHAIRMAN. The gentleman from Texas, Mr. Green.

Mr. GREEN. Thank you, Mr. Chairman.

Mr. Chairman, if I may, I would like to talk for just a moment
about Houston. In the 19th Congressional District, we have ap-
proximately 20,000, I am told, survivors. And we have gone from
deadline to extension to deadline to extension.

My question, Mr. Garratt, sir, is: With the 130,000-plus persons
approximately, households, has the assistance for them been ex-
tended, Mr. Garratt?

Mr. GARRATT. Yes, sir. All of the evacuees in Houston who are
eligible for assistance, rental assistance, and were receiving that at
the end of the 18-month period will be extended—are for another
6 months.

Mr. GREEN. And have they been notified?

Mr. GARRATT. They have been.

Mr. GREEN. And of those persons, there is a cap of $26,200. Has
that cap been reached by some of the these persons?

Mr. GARRATT. It has been, sir.

Mr. GREEN. Do you have some idea as to what percentage,
please, sir?

Mr. GARRATT. It is a relatively low percentage at this point, sir.
I do not have the exact percentage, but I can tell you that FEMA
is continuing to assist those personnel through our direct assist-
ance program.

Mr. GREEN. We are talking now about the persons who have ex-
ceeded the cap?

Mr. GARRATT. Yes, sir.

Mr. GREEN. And is there some longer term housing solution
available to these persons, sir?

Mr. GARRATT. After the extension?

Mr. GREEN. Yes, sir.

Mr. GARRATT. Well, we are actually working on trying to craft
just such a housing solution right now, and we are working with
our partners in the Federal Government. We are working with our
partners in the volunteer agency communities, and we have been
working closely with Mayor White as well, to look at not only com-
ing up with a long-term solution for that but improving our case
management and making that more aggressive so that we can do
better hands-on, door-to-door, face-to-face case management with
those households and families who are finding it most difficult to
make the transition from Federal assistance to self-sufficiency.
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Mr. GREEN. In Houston, Mr. Garratt, sir, we, I think, performed
fairly well. We entered into an agreement—and when I say “we,”
I mean the City of Houston—with, I believe, FEMA.

We entered into the agreement, we meaning the City of Houston,
as a co-signer, if you will, of lease agreements with the under-
standing that this arrangement would have a duration of about 1
year. Shortly after entering into the agreement, there was an effort
to set aside the agreement, if you will, and move from 403 to 408
housing. In so doing, this would leave a lot of the Houston apart-
ment owners with tenants that they did not vet because they as-
sumed that, by entering into a 1-year lease, they would have the
opportunity to cover themselves, and without that 1-year lease,
they felt that they might not have the opportunity to recuperate
the emoluments necessary by virtue of entering into their arrange-
ment.

So the question becomes: Why was there an effort after the
agreement to diminish the time, the 1-year time frame?

Mr. GARRATT. You have characterized that quite accurately, sir.

Immediately after Hurricane Katrina struck—I think it was on
September 7th—we issued a disaster-specific guidance that author-
ized 403 funding, which is public assistance funding, to be used to
shelter individuals and place them in hotels, motels or apartments.
Further, recognizing that it would be difficult to secure short-term
leases, we authorized States to enter into up to 12-month leases,
under 403 funding, with every intention of funding those apart-
ments to the end of that 12-month period in those cities where they
elected to do so.

However, it was subsequently determined that our use of 403 au-
thority for that period of time was not legal. We, therefore, had to
come up with the best method of transitioning individuals into
what was an eligible, longer term housing program. The only pro-
gram available to us was under the 408 program for individuals
and households assistance programs. That program, unlike the 403
program, has eligibility requirements. So, as a result of that, we
had to—or those individuals, those households who were in apart-
ments under 403 and were not meeting any eligibility requirements
other than they were legitimate evacuees, now had to meet certain
eligibility requirements. They had to be the owners—it had to be
their primary residence. They had to be U.S. citizens. As to those
individuals or households who did not meet that eligibility criteria,
we ended their assistance under the 403 program.

We began that process in February of 2006, and those individ-
uals who remained eligible or were eligible under 408 were
transitioned to that program, and many of them remain eligible
and continue to receive assistance to this day.

Mr. GREEN. Thank you, Mr. Chairman.

The CHAIRMAN. I would like to ask one question. You said, Mr.
Garratt, that it was determined that 403 use was illegal. Who de-
termined it?

Mr. GARRATT. The General Counsel.

The CHAIRMAN. Of your agency? Of FEMA?

Mr. GARRATT. [Nods in the affirmative]

The CHAIRMAN. Nods do not make it into the record, Mr. Garratt.
You must speak.
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Mr. GARRATT. It was a Department decision.

The CHAIRMAN. It was the General Counsel of FEMA who made
the ruling?

Mr. GARRATT. Officially, the General Counsel or Chief Counsel of
FEMA made that decision. That is correct, sir.

The CHAIRMAN. How long after FEMA had been running the pro-
gram did FEMA decide that it was running it in an illegal fashion?

Mr. GARRATT. We implemented that program in September, and
I believe that concerns were raised either in late November or De-
cember. We worked through those concerns or tried to work
through those concerns, were unsuccessful, and began trying to
come up with a transition replacement solution for that.

The CHAIRMAN. Okay. The gentleman from Texas.

Mr. GREEN. Thank you for yielding, Mr. Chairman.

Just one additional question, sir. With reference to the apart-
ment owners, have you made any overtures with reference to mak-
ing them whole for having to have their leases terminated early?

Mr. GARRATT. Well, what we agreed to do was honor the early
termination requirements of any contract that we terminated. So,
as a result, if an apartment owner had—if we had a 12-month
lease with an apartment owner and the termination clause said
that we had to pay them 30- or 60-days’ worth of rent as part of
that termination, we did that.

Mr. GREEN. And I applaud you for doing that, but many of these
owners entered into the agreement assuming that it would be for
1 year since they were dealing with the Federal Government, an
honorable institution. And when it was terminated, the 3 months
or the 1 month was not enough to compensate them for much of
the damages that they suffered, and they are still complaining
about this.

Mr. GARRATT. Noted, sir.

The CHAIRMAN. The gentleman from New Jersey, I believe, is
going to be next, Mr. Garrett.

Mr. GARRETT. Thank you, Mr. Chairman, and I appreciate your
holding this hearing today, and I thank the members of the panel
as well.

You know, recently, I had the opportunity to travel to New Orle-
ans and personally view the destruction and also the recovery in
certain areas and the lack thereof in other areas; I walked the
area; I rode in a bus; I had the opportunity to take a helicopter
tour of the area; and I also had the chance to sit down with the
people who lived there and, actually, the people who are no longer
living there—some business people, some civic people and also con-
tractors as well—to discuss with them what problems they are ex-
periencing. And one of their comments was, as we have already
laid out today, there are certainly problems on the Federal level—
and I will be getting into that as well—but they also were frus-
trated with the red tape that they were experiencing, even at the
early stage, both from a local level, whether you want to define
that as “city” or “local,” and at the State level as well.

To one of those points, following up the ranking member’s com-
ment, Mr. Leger, when I was there your organization was still in
the founding process, and I think you said—correct me if I am
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wrong—it took 10 months from the date of the disaster to the time
that, actually, the legislation and everything was established.

Is that the correct period of time?

Mr. LEGER. Well, we were actually created and appointed by the
Governor in October of 2005, 2 months after the storm.

Mr. GARRETT. Okay.

Mr. LEGER. It took 10 months for us to get full funding after the
storm—

Mr. GARRETT. Okay.

Mr. LEGER. —or, you know, what was said to be full funding.

Mr. GARRETT. Was everything up and running, though, during
that period of time as well? Because when I was talking to local
folks, they got the idea that all of the appointments and everything
necessary from the political nature of it had not yet been com-
pleted, even when I was down there going into it.

Mr. LEGER. Well, you have to understand. I was a rookie in gov-
ernment, I guess, and I was a volunteer to begin with, but I appre-
ciate there were like two or three special sessions in the fall, and
at some point, the legislature confirmed the creation and the ap-
pointment by the Governor, but nonetheless, we were functioning
pretty much full time, without staff, for many months until we
Welf“? fully funded. That is why many of us volunteers became like
staff.

Mr. GARRETT. I guess you can appreciate, maybe, where the
ranking member was questioning and where there was probably
frustration from the folks who lived there when they probably
turned on the TV and said, “Hey, there is $4.2 billion that is com-
ing down from Washington. We are going to start getting relief, if
not tomorrow, then next week or next month,” and then from your
point of view, you wanted—or from the legislative point of view, not
your point of view—you can understand the frustration of the peo-
ple not seeing the dollars there.

Mr. LEGER. I am one of those people—

Mr. GARRETT. Yes.

Mr. LEGER. —and we were delighted in February—that is what
I was telling Mr. Bachus—about the name we know well in New
Orleans—but I was telling Mr. Bachus we were delighted to hear
of the additional $4.2 billion that would be supported by the White
House and are grateful for it, but it took until June for it to be con-
firmed. And I have to admit I was reminded, as I was thinking
about it afterwards, we were defending that $4.2 billion the whole
time. You know, surrounding States were trying to get a little piece
of that $4.2 billion of additional moneys during that time. That is
another reason why, you know, we were reticent to develop the pro-
gram, but we did.

Mr. GARRETT. I appreciate that.

Now, I was one of the few who held off my vote initially, right
after this, and said that before we start allocating any dollars to
this program—we initially allocated $10 million. I think it was in
a Thursday session, if I am not mistaken, and then there was an
additional $53 million. I was the one who withheld the additional
$53 million because I said that there did not seem to be all of the
checks and balances in place on the Federal level and on the State
level in order to get these things done. And now we seem to find
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out that—we are finding that both on the local level, State level,

and the Federal level, there were no checks and balances because,

you know, my point of view is that a dollar does not do anybody

any good that we appropriate up here if it does not actually land

in the pocket of somebody, actually, to build their house, or for the

gederal Government to make sure that the State level gets the job
one.

It sounds to me, from the testimony we have had so far today,
that we see a mix of responsibilities there.

Mr. LEGER. Yes, sir. And I would suggest to you, having become,
I guess, a veteran now in government after a year, that what we
saw initially was maybe not fear that there were not enough checks
and balances and hearing of $1.6 billion being lost to fraud by
FEMA. We thought every $1 billion of ours was very precious, and
we could not afford to lose any. We built a lot of checks and bal-
ances in, and now we found the checks and balances to the Federal,
State, and local levels are often at cross purposes. We have tried
to eliminate some of them.

Mr. GARRETT. I just have limited time. I thank you. I have just
two final questions—one for Mr. Garratt and one for Secretary
Bernardi.

If you could, just fill me in a little bit more so I get a better pic-
ture of what the existing housing stock in that area was. My un-
derstanding, if I heard the testimony right, is that you are looking
at 50- or 60-year-old housing stock that, if I heard you right, went
into receivership basically, and HUD had to step in to deal with it.

So, if you can, just give me a little more information on the pic-
ture of what the situation was there beforehand. It sounds to me
from your testimony, if I heard you right, that there was not a di-
rected, concerted effort to make sure that the folks in town actually
had adequate housing before the disaster came and that HUD was
responsible a year or so before you stepped in. So, if you could an-
swer that.

Also, Mr. Garratt, my final question is with regard to—if I may,
my final question is—well, I see my time is up.

So, Mr. Bernardi, if you can answer that.

Mr. BERNARDI. Pre-Katrina, of the New Orleans Housing Author-
ity, there were 7,000 units; 5,000 of those were occupied, 5,100. The
fact of the matter is that the New Orleans Housing Authority has
been a troubled authority for a considerable period of time, and in
2001, HUD took over the Housing Authority of New Orleans’ re-
ceivership. And what we are looking to do, and what we have been
doing is, outside of the four complexes that I mentioned, we have
been able to rehabilitate and restore close to 2,000 units, and folks
are coming back to those. We are in the process of putting forth
a plan. Right now, it is in legal limbo, if you will, to redevelop
those four complexes—about 3,900 units—and take them and make
them a better situation.

I just chatted with some of the good folks who reside in public
housing here during your vote, and I sympathize with them, and
I understand the feelings that they have. That is home. They feel
they can claim them.

The fact of the matter is that our inspectors tell us that those
should be displaced, and new housing should be constructed, and
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within 18 to 24 months, they would have a voucher to continue to
reside, and then they would have the first choice of those units, the
people who actually had a unit. And then after that has been ex-
hausted, the people who came from those complexes would utilize
those vouchers, and then it would be open to people who need as-
sistance. It is a very difficult thing to put forth, but we feel strong-
ly that we want to—you know, you do not want to have it the way
it was. I mean the way it was was not good, and there are a lot
of reasons as to why it was not good. Some people are going to say,
well, HUD did not take care of it in the previous Administration
or this Administration.

The fact of the matter is, you know, in all of this dire cir-
cumstance, there is an opportunity to do something better, and all
it takes is cooperation. And we at HUD plan to cooperate not only
with HANO but with the good folks and, hopefully, this committee
to be able to bring some conclusion to this, not add a moratorium
on the demolition. That would just set things back even further.

The CHAIRMAN. The gentleman’s time has expired.

I will note that Mr. Leger noted the familiarity of the name of
the ranking member, but having known the ranking member for
some time, please do not expect him to throw you any beads.

Next, we will go back to the regular order, but the gentleman
from Missouri has been faithfully here all day, so I recognize the
gentleman from Missouri, Mr. Cleaver.

Mr. CLEAVER. Thank you, Mr. Chairman.

I am hoping this is not televised on C—SPAN, because I can
imagine the frustration of people all around the country when they
hear that two Federal agencies have an issue and that a represent-
ative of one of the agencies says that we do not think we will ever
resolve the differences. That is why people hate their own govern-
ment, because they get frustrated with the inability of us to just
make things move. That is my editorial comment.

To Mr. Garratt, I raised the question earlier about the students
in the schools, in the colleges, in New Orleans who were given
$2,000 immediately after the flood, and now those students are re-
ceiving letters asking that they repay the $2,000. Can you shed any
light on that?

Mr. GARRATT. Yes, sir, I can. Before I do that, however, I need
to address two issues.

One, if I suggested that I thought we would never resolve this
issue with our partners in the LAA, that was not my intent at all.
I think we will resolve this issue. We are at a difficult impasse
right now, but we will continue to work with them, and we are just
as anxious to solve this problem as they are.

Secondly, I may have left the impression in my discussion of 403
that our using 403 to shelter individuals was illegal. It was not the
case at all. Using 403 for that purpose was perfectly legal. Using
it for the extended period of time that we wanted to do it was
where the legal issues came in.

Back to your question, sir, regarding the students in dormitories.
Indeed, letters have been going out to a number of students in dor-
mitories, advising them that expedited assistance and other forms
of assistance that they may receive they need to return in some in-
stances; and I want to make the point they all have an appeal ca-
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pability with this, and we recognize that there are going to be cir-
cumstances and special circumstances for a number of these. But
let me just give you an example of the sorts of situations that
would drive us to want to recoup money from a student who is in
a dormitory.

We do not typically regard dormitories as a primary residence.
If a student were in a dormitory when this struck and they went
home and they registered for assistance, we sent them $2,000 expe-
dited assistance, and then they went home to live with their par-
ents. Their father may have also received, or their mother, a $2,000
expedited assistance payment. We are not authorized to duplicate
payments to a household. One expedited assistance payment per
household. That is an example of a case where a student may have
received expedited assistance, and we may be asking for that expe-
dited assistance back.

On the other hand, these students are authorized to receive other
needs assistance for personal property and other forms of property
that—in other words, we are not going to be asking for all of the
assistance that we necessarily provided any student back, but if it
appears that we have a duplication, that we have multiple individ-
uals receiving assistance and that they are living in the same
household, then we will be asking for some of that funding back.

Mr. CLEAVER. And that sounds fair.

The problem is that there are students who are receiving letters
who live in various parts of the country whose parents did not get
the $2,000, and they are receiving a letter, and they are wondering
now when FEMA will ask the U.S. Attorney or the FBI to close in
on them.

Mr. GARRATT. We are dealing with all of these students on a
case-by-case basis because we recognize that it is not a one-size-
fits-all solution for the—

Mr. CLEAVER. But there was no means test in the first place?

Mr. GARRATT. Not for expedited assistance.

Mr. CLEAVER. Okay. Let me move on. My time is running out.

Now, if it is cheaper in terms of saving money to put people back
into public housing instead of using the expensive vouchers which
are approximately $1,100 a month, why are we not doing that?
Vouchers versus repairs of units in each development; what are the
pros and cons?

Mr. BERNARDI. What we have are vouchers for everyone who was
displaced because of the storm.

Mr. CLEAVER. But doesn’t it cost more—I mean am I right about
the $1,100? Isn’t that about what it averages?

Mr. BERNARDI. Well, whether it costs more than what it costs us
to have them in a subsidized unit or in a public housing unit, I am
not quite sure if it is or it is not, but the fact of the matter is that
we cannot place people in the units that are uninhabitable.

Mr. CLEAVER. Okay. But isn’t it cheaper to make the repairs?

Mr. BERNARDI. Well, many people will tell you, if you put a dollar
into repairs, that takes a dollar away from development. And you
know, quite honestly, the situation is that inspectors have looked
at it and have deemed that many of these units—perhaps not every
single unit in each development, but many of these units are be-
yond repair. It would be prohibitive, and the best thing to do would
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be to take these units, to raze them and to develop mixed-income
housing. We would do public housing there, affordable housing,
some homeownership, a bigger footprint, if you will, so maybe we
could even do more than one-for-one replacement.

Mr. CLEAVER. Okay. Thank you.

I have lived in public housing, and I have gone into the public
housing units in New Orleans, and is it possible for you to under-
stand that the people do not trust HUD? I mean they are abso-
lutely convinced that when you say, you know, “Instead of repair,
we are going to rebuild,” that next year they will be sitting over
here in this front row, and then the next year and the next year.
That is the history. That is the history.

So I mean, when you tell them, “Do not worry about it. We are
not going to repair it, we are going to tear these babies down, and
we are going to build, you know, some Hollywood-style units for
you. Just wait,” do you understand the paranoia—

Mr. BERNARDI. I understand that, sir. I was mayor of the city of
Syracuse, New York, and our housing authority—I worked hand in
glove with our folks that ran the authority and, obviously, resi-
dents who lived there, and I spoke to these folks. When you all
went to vote, I spoke to a number of them.

Mr. CLEAVER. I heard it all the way over at the Capitol.

Mr. BERNARDI. Well, it probably was not yelling. It was not an
exchange like that. It was a good exchange, and I understand, and
what we are trying to do—like I heard here, it is going to take 5
to 7 years. It is not going to take 5 to 7 years.

Mr. CLEAVER. How long?

Mr. BERNARDI. It will take 18 months to 2 years once we have
the necessary approvals, and you know, the developers—the re-
quest for proposals are out there. The developers have been meet-
ing with HANO and with HUD, and the people are ready to build.
The financing is being put in place, the low-income housing tax
credits, and we are going to need an extension of that, as the
Chairman and others have indicated. We can do this, and we would
not do it—the decision would not be made by Secretary Jackson or
all of us at HUD if we did not feel in the final analysis at the end
of the day that we would have people in safe, clean housing.

Mr. CLEAVER. It is the end of the day that they are concerned
about.

Mr. BERNARDI. I understand that. But that is why we have the
vouchers that we have out there. That is why the disaster voucher
program which started with—

The CHAIRMAN. Would the gentleman yield?

The problem, Mr. Bernardi, is that the disaster vouchers are
vouchers for existing housing, which is in very short supply. As Mr.
Melancon said, the price is going up. When the number of afford-
able units has been cut from 80,000 to 30,000, the trouble with
vouchers is they add to the demand for housing in a way that does
not help the supply, and vouchers in this case are very problematic
when there is a physical shortage of housing.

Mr. BERNARDI. That is true, but these vouchers are not just
being used in Louisiana. They are being used all over the country.
People have been displaced, and what we would really like to ac-
complish here is—those 25,000 vouchers are now down to 12,000
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disaster vouchers that are out there. Some people have made their
way and have been able to return home, wherever home was ini-
tially.

Now we need to ensure—of that 12,000 that are out there still
on disaster vouchers, a significant number of that is public housing
but also some Section 8 vouchers, some housing that we deal with,
the FHA, 202, 811, our senior citizen programs or disabled pro-
grams—we need to continue to make sure that we bring everyone
home but that we place them in a situation. The same thing with
the Road Home program, I think. Some of the difficulties—

The CHAIRMAN. Do not get diverted or we will never get out of
here.

Mr. BERNARDI. The fact is that it is taking time. It is taking
more time than anyone would like, but we really want to make
sure that we utilize all of the resources we have in cooperation
with the Louisiana Recovery Authority, and Mississippi and the
other States as well, to put something down at the end of the day
that people can be proud of, that they can live in and feel safe in
and that will be a house that they can be proud of in a community.

I have been down there just as you have, sir, and I can tell you
the situation. Housing, by itself, is not going to do it. That is why
we passed action plan after action plan at HUD. With the amount
of money that these gentlemen have talked about, you know, there
needs to be infrastructure work. I mean, you need to rebuild these
neighborhoods. You cannot just rebuild some public housing and
put it up there without any amenities or anything around it. This
is a daunting process, and we are proud of what we have done with
our disaster voucher program. The IG gave us tremendous grades
for it. Imagine that.

The CHAIRMAN. We are off the—does the gentleman have any
further comment?

Mr. CLEAVER. I just want to know what approvals you need. I
mean what do you want us to do? What do you want us to do to
help make this happen as quickly as possible?

Mr. BERNARDI. I know Chairwoman Waters has been meeting
with Secretary Jackson, looking to see if we can come to some sort
of resolution with the proponents and opponents of this and take
it out of the hands of the judiciary and go ahead and give us the
opportunity to proceed with the redevelopment.

The CHAIRMAN. The Chair will submit statements from Habitat
for Humanity, the American Association of Homes and Services for
the Aging, the National Association of Housing Redevelopment Of-
ficials, the National Association of Realtors, the Financial Services
Roundtable, Volunteers of America from Greater New Orleans, and
the National Association of Home Builders.

Is there any objection?

Hearing none, they are included.

I just have an announcement. The gentlewoman from California,
the chairwoman of the subcommittee, has of course been very dili-
gent in her attention to this. She is now in a meeting with the
Speaker on probably the only issue that could have taken her away
from this hearing, namely, what we should be doing about the war
in Iraq. So I assume people will understand her temporary absence.
She is monitoring this through her staff, and she will be back soon.
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The gentleman from Louisiana.

Mr. BAKER. I thank the Chairman. I shall be very brief.

I want to turn for a minute to Mr. Garratt about emergency re-
sponse deployment. We just recently acted in the last Congress to
adopt a provision requiring the agency to evaluate the most effec-
tive taxpayer remedy to the emergency shelter provision, which has
led to a discussion for what is now called “Katrina cottages.”

As I understand the deployments made in the early months of
the storm and continuing today, there were on average about
$70,000 of expenditure for each siting and occupancy of trailers de-
ployed to meet the needs of displaced individuals. We have a study
indicating that modular housing on slabs could have been con-
structed for much less money in about the same timeline that it
took to find the sites, get the infrastructure in place and prepare
the units for occupancy.

Has the agency in the interim, since the passage of the bill until
now, given thought to moving toward this permanent remedy? Be-
cause the legislation removed the obstacle that previously barred
the enterprise from doing permanent solutions. You were mandated
to waste money. In this case, you now have the option to evaluate
and to decide the best course of action.

The reason for asking this is as follow-up as there has been a re-
cent announcement of additional trailers being purchased when it
appears that we have a very significant problem in finding accept-
able sites on which to put the trailers. They are not being decidedly
helpful in the face of another storm coming on land. It would seem
moving to a modular structure would be safer for the occupants.

Has there been discussion, evaluation, any consideration of mov-
ing toward a permanent remedy as opposed to the trailer solution?

Mr. GARRATT. Yes, sir, and thanks for asking the question.

We stood up a number of months ago an entity called the Joint
Housing Solutions Group, and that Joint Housing Solutions Group
was charged specifically with going out and looking at the universe
of potential replacement structures for the standard travel trailer/
mobile home response that we have had in the past. We have
money that we assigned to that project. Then we got some contrac-
tors supporting that activity, and they also linked up with the $400
million alternative housing pilot project. They are going to be in-
volved in the evaluation portion of that, working with HUD, to help
evaluate the effectiveness of the projects that were preliminarily
approved for that project.

Mr. BAKER. Let me make this a little simpler. This thing keeps
jumping in and out.

Have you stopped the acquisition of new trailers at this point?

Mr. GARRATT. No, sir. We are still procuring new UFAS compli-
ance trailers in accordance with the settlement that we reached
under the Brown litigation.

Mr. BAKER. But why is it necessary to purchase additional if we
have significant numbers not deployed and not occupied and not
even ready for occupancy? Modifications could be made to the exist-
ing inventory much less expensively than acquiring new property
and storing it not to be used.

Mr. GARRATT. Sir, I heard you mention that before. You men-
tioned a figure. You thought that it would cost about $1,000 to ret-
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rofit those mobile homes to make them UFAS-compliant. If that is
true, then you have a really good point. I am not familiar with that
figure or where that came from, but I made a note that I want to
go find out.

Mr. BAKER. I got that from an industry person.

Mr. GARRATT. If that is in fact true and we can retrofit those for
$1,000, then, yes, we have no business going out and ordering new
trailers under new specs to replace them.

Mr. BAKER. And can you just speak briefly, because I know we
have been here forever, as to the outrageously high administrative
costs associated with the administration of these programs, not any
particular one?

In the course of evaluating the money sent to the State, from a
Louisiana perspective only, there was one quarter in which the ad-
ministrative cost—and this was early on. I guess maybe there was
some ramp-up expenses that could justify it possibly, but anything
over 3, 4, 5 percent in the business world of administrative cost to
administer a pot of money starts raising flags. And when you get
over 20, something has to be wrong, and this goes to travel. I even
found a category I did not know existed before. It was a category
for the transport of things. Apparently, if it is something that has
a shelf life of longer than 12 months and it is an expensive item
in Dubai, you buy an airplane transport ticket to fly it as opposed
to renting one locally. It was something that was an anomaly to
me. I never knew we had the transport of things as a budget cat-
egory, but it was in there.

What can we do going forward? Not to be so much concerned
about what has transpired. You cannot get that money back. Can’t
we develop a better model for emergency response and getting
housing to people who need it without that level of administrative
expense?

Mr. GARRATT. I agree, sir. I am not familiar with the specific pro-
grams to which you refer that we are paying 20 percent in an ad-
ministrative fee.

Mr. BAKER. I am at the end of my time, but I got it off the Web
page where it says “administrative expense,” and they have a
bunch of subcategories, and down at the bottom, they give you the
numbers.

Mr. GARRATT. Can I follow up with you on that analysis?

Mr. BAKER. Absolutely. I will give you my data.

Mr. GARRATT. Can I also add just one clarification?

Regarding the $70,000 for installing trailers, that does not apply
to the 80 percent of travel trailers that we place on individuals’ pri-
vate sites.

Mr. BAKER. In broad definition, what I really was talking about
is the acquisition, transport, and preparation of sites. Getting the
lot ready for a person to take the key and walking into his trailer,
I am told, averages in excess of $70,000.

Mr. GARRATT. I would say, for a number of group sites that we
had to develop from scratch, that there were some pretty high costs
associated with them. Yes, sir.

Mr. BAKER. I yield back.

Mrs. MALONEY. [presiding] Thank you.

My colleague from Massachusetts, Mr. Lynch.
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Mr. LyncH. Thank you, Madam Chairwoman.

I also want to thank—I know she is in another meeting with the
Speaker—Ms. Waters for holding this hearing and also the ranking
member.

Like my colleague from Missouri, I grew up in public housing—
for me, the housing project in South Boston, Massachusetts—but I
lived there for 15 years, and while it was a very tough neighbor-
hood, the one thing that could strike fear into the hearts of anyone
in public housing was to hear the words, “Hello, I am from the gov-
ernment, and I am here to help.” I think that for some of my
friends in Louisiana and Mississippi that their feelings must be
pretty much the same.

I guess my questions are more for Mr. Bernardi and Mr. Garratt.
I know that the current disaster voucher program—I gather the
money comes out of FEMA, but it is administered by HUD. That
is scheduled, as I understand it, to expire sometime in the fall, so
we have about 6 or 7 months left, and at the same time—I think
it is section 408—the rental assistance program run by FEMA is
also scheduled to phase out in a few months.

What assurances do we have for a lot of the families who are re-
lying on that right now? And this includes some of the poorest fam-
ilies, some of the families who are in the toughest situations. They
are homeless. What are we doing right now, because that is not a
long way off? What are we doing right now to make sure that those
families who really are in a tough spot will continue to get some
type of support?

Mr. BERNARDI. Mr. Lynch, in the disaster voucher program, you
are correct, it is due to expire, I believe, September 30th of this
year. And I mentioned earlier that we started with 30,000 families.
We are down to about 12,000 families who are still using the dis-
aster voucher program.

At that time, the resources that we received were approximately
$390 million for that program. If they are expended, those individ-
uals would go back to the voucher that they had, the tenant-based
voucher. They would not be without a voucher. We had that in re-
serve. The HANO, New Orleans Housing Authority, when that
went down, the vouchers followed the people, and so HANO is still
being funded year after year, as are our other public housing au-
thorities in Mississippi where those vouchers are available and will
be given to those individuals when the disaster voucher program
sunsets.

Mr. LYNCH. And, just so I understand, a lot of these people were
wiped out completely in terms of their homes, where they were liv-
ing, their belongings. I understand there has been some difficulty
in their verifying their previous voucher. Are you telling me that
has been taken care of at this point?

Mr. BERNARDI. Well, our responsibility which we met—and I
think we did it very well—was for everyone who was part of our
program prior to the disasters that struck that we were responsible
for, and we have been using the disaster voucher program for that.
But as I just mentioned a moment ago, those funds—there is a re-
serve fund there, and those people will go back to their regular
voucher program.

Mr. LyNcH. Okay. Thank you.
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Thank you, Madam Chairwoman.

Mrs. MALONEY. Mr. Ross, would you like to ask any questions?

Mr. Ross. Yes. Thank you, Madam Chairwoman.

You know, I have a confession to make. Sometimes this problem
seems a long way away for me. I did not grow up in public housing.
I have not visited Katrina. I have read about it, saw 1t and so forth.
But I guess the question just from somebody who has been sitting
here today is: Is anybody who is trying to wrestle with this whole
problem taking the 30,000-foot viewpoint of this and saying where
is the—I have heard a lot of advocates sort of defending public
housing today, and I have never really had a high view of it. It
seems in the Chicago area there have been people trying des-
perately to get out of a trap of public housing.

Could you offer any insight to a suburban Chicago district like
I represent—where is the creativity and the opportunity to change
the dynamic for people who got dealt a pretty difficult set of cards,
because it strikes me that the way the debate is being framed right
now it is simply to put it back the way it was.

Well, isn’t there an opportunity there to change this to make it
better? And where is the opportunity for folks to come out of a
very, very difficult situation and not just go back into a public
housing situation but into something that is actually transforming
and into something that creates far more opportunity?

I have not heard—and I have been in and out, admittedly, which
is why I was a little bit sheepish in asking questions because
maybe you discussed this earlier, but I have not sensed that in the
time that I have been here, maybe just kind of casting a bigger pic-
ture.

Mr. BERNARDI. With public housing, I did indicate that in New
Orleans, there are four complexes there that HANO has indicated
would be demolished and rebuilt pretty much to make it simplistic,
but it is the fact that it would be rebuilt in a different way. It
would be rebuilt so that it would not just be public housing. There
would be affordable housing. There would be market rent housing
there. There would be homeownership, making that footprint big-
ger as to where they are right now, to expand it, to put amenities
nearby it.

I mentioned earlier this is going to take—it is not just housing.
To realize what you talked about—to provide more opportunity, a
better quality of life—we need to improve neighborhoods, not just
a particular housing complex but everything that is around it. And
we have approved action plans for all States, but especially Mis-
sissippi and Louisiana, where I believe I have faith. I believe—and
I am a positive person—that it will come together, the infrastruc-
ture, the infrastructure that is going to be needed to develop these
communities, to redevelop them and to take out the traditional
three-, four-stories high of public housing. You are isolated.

You know, in real estate, they say location, location, location.
Well, folks in public housing, they deserve a good location as well.
And we can make all of this happen if we just all coordinate to-
gether. Coordination, coordination, coordination, and that is what
we do with our Federal partners. That is what we are doing with
the folks who are sitting here at this table. I mean, they will tell
you that we are in constant communication with them.
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There has been some talk about Louisiana, if I may, that they
were late in receiving their resources, but they had amendments to
their proposal, and those amendments were to try to make it bet-
ter, and then they had difficulty—mnot difficulty, but they had to
have the approval of their legislature. So you cannot really com-
pare Mississippi with Louisiana.

To answer the question on public housing, we used HOPE VI
moneys in Chicago and in Atlanta. And you build communities, you
do not build back just public housing. You have seen enough, and
I have as well, where you go through a community. You can spot
the public housing right away. Oh, that is public housing. We do
not want to do that. We want those people, like everyone in this
country, to be part of a neighborhood, to be part of a community.

The CHAIRMAN. I thank the gentleman.

I am about to recognize the gentlewoman from New York, but I
did want to say, Mr. Garratt, before you leave, that I have con-
sulted with a few Members on this dispute between the Louisiana
Recovery Authority and FEMA, and I do not take much hope when
you use words like “impasse,” and so I will tell you it is highly like-
ly in my view—and I have talked to some Members on the other
side—that we may just pass a bill on suspension, directing FEMA
to comply. The notion that this money should be held up by this
kind of dispute over the rules is very frustrating to us, and 1 hope
it can get resolved. But if it is not resolved very soon, you can ex-
pect a bill to come to the Floor from this committee, I think over-
whelmingly supported, that would simply direct FEMA to with-
draw its objections. I am sure if you can work something out, we
would be glad to do that, but I do want to put you on notice that
we are very frustrated by this.

Mr. GARRATT. Thank you, Mr. Chairman.

The CHAIRMAN. If you want to say something, you may.

Mr. GARRATT. We are also very frustrated, and we are also inter-
ested in getting this resolved, but all I would suggest is that you
take a look at FEMA’s reasons for this issue. Again we are talking
about, from our perspective, issues of potential discrimination, age
discrimination, of equity and impartiality, and the delivery of that.
We think—

The CHAIRMAN. We would be glad to look at it.

Mr. GARRATT. —those are important issues.

The CHAIRMAN. We would be glad to look at it, and we would be
interested to see what people in the area thought as well, but we
do urge you to get it resolved, because if it is not resolved, some-
body has to resolve this and we would appear to be the only ones
who can.

The gentlewoman from New York.

Mrs. MALONEY. Thank you, Mr. Chairman.

I want to go back to one of the things that Mr. Frank was talking
to Mr. Garratt about, and that was, I believe, if I wrote it down
correctly, the 408 funds that you could not use because it was con-
sidered illegal to use those funds.

Mr. GARRATT. Are you referring to the 403-t0-408 conversion dis-
cussion that we had, ma’am?

Mrs. MALONEY. Yes.

Mr. GARRATT. Okay.
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Mrs. MALONEY. I wanted to ask you, when you say it was illegal
to use them, was it illegal because we in Congress had written it
that way, going back whenever it was enacted, or was it because
that is the way the Justice Department told you it was illegal?

Mr. GARRATT. I think it was a combination of the interpretation
of the Stafford Act and the regulations that we have to support the
Stafford Act.

Again, I need to make the case that using 403 and the purpose
for which we began to use it as creatively expanding the sheltering
to include hotels, motels and apartments was creative, but it was
not illegal to use it for that purpose. When we did our disaster-spe-
cific guidance, I said that we were going to do this for 12 months,
or we authorized States to sign apartments up for 12-month leases.
Subsequent to that, it was determined you cannot do that for that
length of time under that authority.

So it was not that the use of that was the problem. It was the
length of time that we were going to employ that. It was essentially
an emergency protective measures authority for an extended period
of time. You can only do that for 6 months. And as a result, it was
the determination that was made. We had to look for ways to tran-
sition those individuals out of that program into another one. Be-
cause we only had the 408 program available to us, some of the in-
dividuals receiving 403 assistance fell out of that because they
were not eligible for 408.

Mrs. MALONEY. Well, I was just wondering. Being that it was ob-
viously, you know, a collective bargaining of where the rules came
from, did you come to any of the chairmen to see if you could do
a technical change for a while? Because we were reacting very fast
here in Congress in getting the funds that needed to be done, I was
just wondering if you had come to us to see if, you know, we could
have changed the wording around so you would not have had to go
through everything and then cause, you know, some hardships on
some of the families. I am just curious about that.

Mr. GARRATT. Ma’am, I am not personally aware that any of the
chairmen were approached.

Mrs. MALONEY. In hindsight now, do you think that might have
been a good idea, being that Congress was willing to do whatever
we could to help you out?

Mr. GARRATT. Yes, ma’am, I would agree. In hindsight, that
would have been a good idea.

Mrs. MALONEY. Well, hopefully, you will, you know, remember
that. If you have a problem, come to us. You know, we are trying
to help everybody.

Just one quick question. I know going back—and I know some
of the activists, you know, were talking about it. With FEMA as
lead Federal agency on housing response to Hurricane Katrina, I
know that there was here in Congress some debate about that. But
I know that a lot of the activists had basically asked if HUD could
come up—they urged HUD throughout the process for HUD to play
a more active role in the housing response to Katrina.

Has HUD actually developed a long-term plan for recovering per-
manent affordable housing in the Gulf?

Mr. BERNARDI. We have had conversations in the planning stage
with FEMA to look toward the future, unfortunately with other dis-
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asters, where we would take responsibility after the initial 30- or
60-day emergency to look at the temporary housing that FEMA
presently is responsible for. There are about 34,000 families who
are located throughout the country who are using FEMA vouchers.
The majority of them, many of them are in Houston and in other
parts of Texas.

Mrs. MALONEY. Are you going to try the new plan with what just
happened in Florida to see if that actually works, you know, with
all of the homes there that were knocked down and gone?

Mr. BERNARDI. The plan is to look at the possibility of handing
that off to HUD where we would, obviously, have the expertise and
we have the administration in place. It would take additional re-
sources, and it would take a funding level, aside from our appro-
priation, to do that into the future, but yes, we are looking at that.

Mrs. MALONEY. And I think one of the things, you know, that
you were talking about earlier on looking at a sustainable commu-
nity—I mean, I think that is the term. We have a project like that
back on Long Island where I live. But with that being said—and
I think here is where a lot of us get nervous about it.

I think all of us agree that you have to have a sustainable com-
munity, but we are concerned about how you are getting there,
where those who need housing are going to go. Because I know in
my area, they want to knock down several HUD buildings. Where
are the people supposed to go until these new buildings are built?
That is our concern.

Mr. BERNARDI. Anytime there is a demolition that HUD is in-
volved in, those tenants all receive a voucher. It is a voucher that
they utilize until they can either be back into that particular build-
ing, if it is being rebuilt or redeveloped, or they use that voucher.
It is portable, they can use it anywhere—and also in the area
where they are from, of course.

Mrs. MALONEY. But here is the problem, and I take it this is
what we are hearing on New Orleans. Prices are going up. On Long
Island, someone who might be in a Section 8 building, getting
help—if they were kicked out I can guarantee you, because we
have such a short supply of apartments anyhow, that they would
not be able to find an apartment to live in. We found that with our
military. They went to tear down the housing in Mitchel Field, by
me, and they were going to give each family $1,500 a month.

Now, most of the military families had two to three children. I
invited the admiral to come to Long Island and try to find any
housing with three bedrooms or even two bedrooms for $1,500.
They could not find any. We have rebuilt the area for the military.

With that, I yield back the balance of my time.

The CHAIRMAN. I thank the gentlewoman.

I just want to again mention something that people should know
about. I was very pleased to hear of the conversation between HUD
and FEMA on sorting out the housing responsibility. I frankly was
a little surprised to learn that FEMA was still in the housing busi-
ness 18 months forward, instead of claiming that is not what they
are set up for.

I have already spoken to Ms. Waters. We spoke to Chairman
Thompson of Homeland Security. It is our intention to look—and
I think it probably needs some legislation here, and we would be
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glad to work with you to effectuate what you were talking about,
Secretary Bernardi; namely, to put FEMA firmly in charge in the
emergency phase and then have HUD do the housing going forward
with appropriate additional financing, since we do not want to put
other housing at a disadvantage.

That is something in the longer term, later this year, we will be
looking at, and we will be glad to work with you on that.

That appears to conclude—

Mr. BacHUs. Well, Mr. Chairman, as opposed to asking a ques-
tion, I would just like to offer a quote from our third panel if I
could, and I can ask Mr. Bernardi how it affects what they are
doing. But on our third panel, we have the testimony of Sheila
Crowley, who is president of the National Low Income Housing Co-
alition, and I found it interesting that she makes this statement in
her testimony: “The Housing Authority of New Orleans has long
had the reputation as a dysfunctional and corrupt institution,
plagued by mismanagement, rapid leadership turnover, and inter-
ference in its operation by local officials. The HANO authority has
allowed its properties to deteriorate into seriously substandard con-
dition or allowed its properties to deteriorate into seriously sub-
standard condition due to the poor quality of its stock, and its
many management deficiencies of housing authority was taken
over by HUD.”

You have been criticized for your plan to replace the 7,500 units,
about 2,000 of them which were vacant before the hurricane. I
guess, did your decision to replace these units, as opposed to repair
them, have something to do with what she says, that a lot of the
properties have deteriorated into seriously substandard condition
and were of poor quality to begin with?

The CHAIRMAN. The gentleman can take a minute or two to an-
swer, and then we have to move on.

Mr. BERNARDI. Yes. The short answer is yes.

What I would like to say is that a housing authority, when it is
not managed correctly—there are 2,400 housing authorities in the
United States. Of those that are managed correctly, of those that
have people that have good boards, you find that they run as well
as they possibly can. There is no way that we at HUD and myself,
that I want to place anyone in a situation.

In talking to the tenants here from HANO, they complained an
awful lot about the housing authority and how they were not pay-
ing attention. What does that lead to? That leads to deterioration
of structure. That leads to less enforcement of the law. That leads
to people not caring.

We can provide all of the resources here, but at the local level—
excuse me—it has to be done there, and we are always willing to
help and provide all the assistance that we can. We want to place
these folks in a better living condition.

The CHAIRMAN. I thank the witnesses, and we will move on to
the next panel. I will ask people to move quickly, please. Speed will
have to take precedence over graciousness at this hour. We need
people to leave quickly, sit down and get started.

I will recognize the gentleman from Texas who wanted to make
one introduction.
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Mr. GREEN. Thank you, Mr. Chairman. I do have the privilege
pursuant to—

The CHAIRMAN. The gentleman will suspend.

The people will take their seats and be quiet, and please close
that door. Close the door, please.

The gentleman from Texas.

Mr. GREEN. Thank you, Mr. Chairman, for according me the
honor of introducing Mr. Kirk Tate.

Mr. Tate is the chief executive officer of Orion Real Estate Serv-
ices. This is a Houston company, and Orion manages over 16,000
apartments throughout Texas and Colorado. Mr. Tate has over 30
years of experience in the apartment industry, and is a past presi-
dent of the Houston Apartment Association as well as of the Texas
Apartment Association. Mr. Tate served on Mayor Bill White’s
Hurricane Task Force for the City of Houston, and he has acted as
a liaison between the apartment owners and the operators and the
City of Houston. And Mr. Tate is in a position, Mr. Chairman, to
address and discuss the damages suffered by Houston landlords as
a result of the lease arrangement between the city and FEMA, and
FEMA'’s being negated prematurely.

The CHAIRMAN. I thank the gentleman.

We also have the aforementioned and widely quoted Ms. Sheila
Crowley, president of the National Low Income Housing Coalition,
who will not have to give her whole statement now since we al-
ready have part of it; Mr. Ghebre Selassie Mehreteab of the Na-
tional Housing Partnership, with whose work I am very directly,
personally, and favorably familiar; Mr. James Perry, executive di-
rector for the Greater New Orleans Fair Housing Action Center;
Mr. Edgar Bright, who is president of Standard Mortgage Corpora-
tion of New Orleans and is here on behalf of the Mortgage Bankers
Association; and Dr. James Richardson, who is a John Rhea pro-
fessor of economics at the E.J. Ourso College of Business at Lou-
isiana State University.

The CHAIRMAN. We will begin with Ms. Crowley.

STATEMENT OF SHEILA CROWLEY, PRESIDENT, NATIONAL
LOW INCOME HOUSING COALITION

Ms. CROWLEY. Thank you, Mr. Chairman. I am happy to be here
today, and I appreciate the invitation.

A year-and-a-half after the storms hit the Gulf Coast, we do not
really know how many people are still displaced, but certainly it is
no less than 150,000 families, and the many problems we are hav-
ing getting rebuilding funds into the hands of middle-class home-
owners pale in comparison to what has and has not happened for
low-income people. It is important to distinguish between the tem-
porary housing response and the housing building response, and to
understand how they are related, to attempt to further comprehend
the complexity of what faces us.

In the interest of time, my oral testimony will cover the rebuild-
ing issues, and I hope to discuss the temporary housing issues in
the question period.

In regard to the public and assisted housing damaged or de-
stroyed on the Gulf Coast, it was HUD’s responsibility to determine
what it would cost to repair or redevelop public and assisted hous-



87

ing and request whatever amount was not covered by insurance
from Congress. That did not happen. Rather, HUD has relied on
the community development block grant funds and the low-income
housing tax credits that were allocated to the States for the pur-
pose of meeting the housing needs of the vast numbers of families
who did not live in federally subsidized housing. That was wrong,
and it has delayed the reopening of public and assisted housing.

We recommend the following principles in determining the future
of public housing developments on the Gulf Coast:

One, any public housing that was evacuated but can be reoccu-
pied with repairs only should be repaired and reopened as soon as
possible.

Two, there should be a moratorium on any demolition and rede-
velopment of public housing on the Gulf Coast for the foreseeable
future—any that is currently occupied, for the foreseeable future.

Three, in those cases where an independent evaluation deter-
mines that the public housing is beyond repair and must be par-
tially or completely redeveloped, HUD must assure one-for-one re-
placement of all units, the absolute right to return for all tenants
in good standing, and authentic participation in the redevelopment
planning by displaced residents who desire to be involved.

A word about the situation of public housing in New Orleans.
HANO has long had the reputation of a dysfunctional institution,
and Mr. Bachus went on with a broader description of that. Due
to the poor quality of its stock and its management deficiencies,
HANO has been in partial receivership, and I do want to correct
my written testimony. It has been in partial receivership since
1996. It has been a troubled housing authority since 1979 and has
been in full administrative receivership since 2002. Please note
that of all of the public housing agencies nationwide, only 15 have
ever gone into receivership since 1979. So these are the most seri-
ously dysfunctional agencies.

If a troubled agency is taken into administrative receivership
under the statute, HUD is required, after 2 years, if it has not been
able to restore it to a nontroubled status, HUD is required to turn
it over to a judicial receiver. That is the law that was passed in
1998 with the Public Housing Reform Act. HUD has long over-
stayed its time as the receiver for HANO, and we think that a very
immediate resolution to many of these concerns would be to move
it into the hands of a judicial receiver.

There is no discernible difference between HANO and HUD at
the moment as decisionmaking authorities, and the conflicts of in-
terest of HUD as the HANO receiver are quite problematic. HUD
has to review demolition applications from public housing agencies
and warrant that the necessary engagement of resident and com-
munity input has occurred. HUD and the public housing agency
are one and the same, as are HUD and HANO. There is no one to
protect the interests of the residents or the community.

Now, a very troubling situation has arisen in this particular situ-
ation. HUD, as HANO, has applied to the State of Louisiana for
both GO-ZONE low-income housing tax credits and CDBG disaster
recovery funds for the redevelopment of four public housing com-
plexes in New Orleans. As the Federal agency responsible for over-
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sight of the CDBG funds, HUD should not be competing for these
funds as a local grantee. It is simply inappropriate.

Recommendations. Congress should direct HUD to immediately
appoint a judicial receiver for HANO. HUD should adopt the rules
and regulations for all public housing in the affected areas that re-
flect the principles outlined above, and HUD should immediately
issue an RFP for independent contractors to assess the current con-
dition of all public and assisted housing and estimate what addi-
tional resources are needed to complete repairs on reconstruction,
and Congress should appropriate those funds. We have no com-
prehensive understanding about what the repair needs are.

Turning to the rest of the affordable housing needs on the Gulf
Coast, the major Federal resource for rental housing was the allo-
cation of low-income housing tax credits. The initial estimate was
that these tax credits would produce 54,000 units of public housing
in Mississippi and Louisiana. I will note that in Louisiana alone,
they report the loss of 82,000 rental housing units. Because of con-
struction costs that have skyrocketed, the number that will be pro-
duced for these tax credits may be as low as 25,000, and many of
those will be lost if Congress does not extend the placed-in-service
dates of tax credits as you have been requested to.

I will now turn to Mississippi. Of Mississippi’s $5.6 billion in
CDBG’s, $3.2 billion was dedicated to a homeownership program;
$100 million was set aside for public housing, and $125 million for
a rental repair program. Mississippi still has $1.5 billion for which
it has no plans at this point, and meanwhile, 30,000 households in
Mississippi remain in FEMA trailers. In a recent study done by the
Columbia University National Center on Disaster Preparedness,
HUD assessed a serious deteriorating quality of the mental and
physical health of the folks there.

I realize that I am running out of time. Let me close with a
statement about the need for additional resources going into the
Gulf and that it should be resources that are dedicated to the rent-
al housing needs of the lowest income population. To date, no re-
sources have been dedicated to producing rental housing for people
with incomes below 30 percent of the area median. In New Orle-
ans—

Ms. WATERS. [presiding] Ms. Crowley, you will have to wrap it
up and move forward so we can make sure our other panel gets up
here sometime today.

[The prepared statement of Ms. Crowley can be found on page
267 of the appendix.]

Ms. WATERS. Next, we will have Mr. Tate.

STATEMENT OF KIRK H. TATE, CHIEF EXECUTIVE OFFICER,
ORION REAL ESTATE SERVICES, ON BEHALF OF NATIONAL
MULTI HOUSING COUNCIL

Mr. TATE. Chairman Frank, Ranking Member Bachus, and dis-
tinguished members of the committee, my name is Kirk Tate, and
I am the chief executive officer for Orion Real Estate Services
based in Houston, Texas.

In the days, weeks, and months following both Hurricanes
Katrina and Rita, I acted as the liaison between apartment owners
and operators and the City of Houston. I am here today on behalf
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of the National Multi Housing Council and the National Apartment
Association. I will focus my statement on the lessons we learned
with regard to the Federal response to providing rental housing as-
sistance to displaced families and the recommendations we have for
housing long-term disaster evacuees.

Since I am from Houston and my firm manages 48 properties
throughout the Houston area, I thought my own insight would be
helpful as we began to plan for future disasters. At the onset of any
disaster, FEMA should have a process to quickly determine wheth-
er the need for post-disaster housing will be a short-term or a long-
term event. Apartments are not an appropriate response for disas-
ters where evacuees will be moving home to rebuild within a mat-
ter of days or weeks.

Hotels are not cost efficient to house people in the long term.
Apartments are a much better solution. The inappropriate response
to what was clearly a long-term housing crisis resulted in millions
of wasted Federal dollars. The average hotel/motel rate at $59 per
day works out to $1,770 a month, which exceeds the median cost
of rental housing, even in some of the Nation’s most expensive
housing markets.

In order to provide shelter quickly, many apartment owners low-
ered rents, waived security deposits and application fees and of-
fered flexible lease terms. Although the apartment industry
stepped forward to do what was asked of them when Katrina
struck, our industry would not be as eager to assist in future disas-
ters unless we all learned from the many mistakes that were made
at the Federal level.

I would like to first highlight our concerns and then provide rec-
ommendations for housing evacuees in the future. We are con-
cerned that the local fair market rent did not provide for an ade-
quate number of apartments. We are concerned that with the pay-
ment of utilities for the evacuees, the 403 program did not allow
for us. We were concerned with the rental payment process and
program. It was a disaster from both an evacuee and an owner per-
spective. And finally, we did the right thing and housed people
without a security deposit, which has left owners with no recourse
for damages or lost rents.

The future recommendations are as follows: FEMA housing pro-
grams were not designed to handle long-term housing needs for the
future. A single entity should administer the housing response to
any disaster. While FEMA set no limits on the hotel rates, they
would reimburse its housing program set a rent ceiling based on
HUD’s fair market rents, which, in many cases, are below the true
market rates. HUD’s FMR’s are not sufficient to cover the rent in
the majority of housing located in any American city, so rent levels
should be established that more closely reflect the average rental
costs in the affected cities. By limiting FEMA’s payments to Hous-
ton, they restricted the number of apartments available to evacuees
leaving more evacuees than eligible to apartment units. The Staf-
ford Act should be permanently amended to allow utility payments
for all housing-related programs. It could also allow for utility pay-
ments sufficient to cover the actual cost of the utilities.

It took way too long for FEMA to process rental payments to
apartment owners. In the future, money should flow through the
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government through a corporate lodging consultant type entity to
ensure the evacuee has housing and the owner gets paid. And be-
cause FEMA’s housing program did not provide evacuees with
funding to cover security deposits, owners are now left without re-
course for damages. Future Federal housing efforts should ensure
that mechanisms exist to cover a security deposit.

In conclusion, when Katrina struck, the Nation’s apartment own-
ers did everything right. They stepped up and they worked with
local communities to provide housing and other services to those in
need.

As an industry, we are very proud of our actions during a time
of unprecedented national need. We took on business risks and po-
tential costs inherent in solving such a massive housing crisis.
Would we do it again? We would certainly like to, but after the
Katrina experience, many apartment owners will be reluctant to
accept a sizable number of evacuees unless they are convinced that
the government has learned from its mistakes and has created a
better disaster housing program.

We look forward to working with Congress to ensure that future
evacuees and the cities that help them are not burdened with con-
fusion, debt, and heartache.

I thank you for the opportunity to testify on behalf of the Na-
tional Multihousing Council and the National Apartment Associa-
tion and wish to offer our assistance to this committee as you con-
tinue your important work.

[The prepared statement of Mr. Tate can be found on page 379
of the appendix.]

Ms. WATERS. [presiding] Thank you very much.

Next we will have Mr. Mehreteab.

STATEMENT OF GHEBRE SELASSIE MEHRETEAB, CO-
CHAIRMAN AND CEO, NHP FOUNDATION

Mr. MEHRETEAB. Congresswoman Waters, Ranking Member
Bachus, and committee members, I thank you for inviting me to
speak today. I am the chief executive officer of the NHP Founda-
tion headquartered in Washington, D.C., with a regional office in
Baton Rouge, Louisiana. In 1989, the National Housing Partner-
ship, a chartered corporation, established the NHP Foundation, a
nonprofit organization to address America’s affordable housing cri-
sis. Since 1994, the NHP Foundation has preserved 44 properties
totaling approximately 9,000 units in 14 States. Included in this
portfolio are four properties damaged as a result of Hurricane
Katrina amounting to 952 units in New Orleans and the vicinity.

As many of you know, one of the challenges in the production of
affordable housing is a financing gap primarily due to the in-
creased cost of construction and the cost of insurance premiums.
Despite the government’s attention and the commitments of the re-
construction efforts, this financing gap is real and has significantly
impeded the rebuilding efforts. There is now a significant need for
grant funds from financial institutions and corporations. We be-
lieve private sector institutions, especially those that have an inter-
est in housing, can provide grant funds and close this financing

gap.
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To the extent of this capacity, the NHP Foundation has met the
financing challenge through an innovative strategy combining pub-
lic and private funding. The NHP Foundation plans to build 3,000
affordable housing units serving approximately 12,000 people in
the Gulf Coast region. The total cost of this rebuilding effort is esti-
mated to be approximately $300 million. As a result of imple-
menting our financial material, the NHP Foundation has made
some modest progress on the ground. To date, I am very happy to
report that we have 1,000 housing units under development and
2,000 units in the pipeline in the State of Louisiana.

The total cost of the development of the first 1,000 units is esti-
mated to be $100 million. Towards this $100 million, we have im-
plemented a financial structure composed of three funding streams:
Low-interest, low-income house tax credit equity amounting to 45
percent of our total funding; community development grant and
private grants amounting to 25 percent of our total funding; and
the remaining 30 percent was raised from conventional loans from
Bank of America and tax-exempted bonds from the Bank of Lou-
isiana.

Our generous private sector donors included the Freddie Mac
Foundation, the Ford Foundation, the MacArthur Foundation, the
Bush/Clinton Katrina Fund, JP Morgan Foundation, and
NeighborWorks America. The NHP Foundation’s modest progress
does, in fact, prove that it is possible. Rebuilding is happening very
slowly at this very moment. Our financial strategy could also serve
as a model for either for-profit or nonprofit organizations.

We believe that the mere construction of affordable housing is
not enough. The NHP Foundation empowers residents to break the
cycle of poverty by providing supplemental education programs for
school-aged children and access to health and wellness opportuni-
ties. In short, we must work to build America’s next generation.

It is imperative that all of the people displaced by Hurricane
Katrina are placed again as soon as possible. We ask that financial
institutions and corporations increase their grant contributions and
combine their resources with the private sector and help us close
the financing gap. This approach will ensure that the Gulf Coast
is rebuilt and our fellow citizens have the housing they need.

Thank you for your time.

The CHAIRMAN. Thank you for your time, namely for 4%2 min-
utes. You are a role model, and not just in housing.

[The prepared statement of Mr. Mehreteab can be found on page
352 of the appendix.]

The CHAIRMAN. Next is Mr. Perry.

STATEMENT OF JAMES H. PERRY, EXECUTIVE DIRECTOR,
GREATER NEW ORLEANS FAIR HOUSING ACTION CENTER

Mr. PERRY. Thank you, Chairman Frank, and Ranking Member
Bachus, for allowing me to speak today. I regret to inform you that
housing discrimination persists as a problem in New Orleans and
Louisiana. I testified before this committee 1 year ago and talked
about many, many problems that we face. Many of those issues
persist and new issues have come up, the first issue in zoning and
policy and discrimination by local governments. What has hap-
pened is that local governments have sought to prevent minorities



92

from moving in through zoning. In 2006, Saint Bernard Parish
passed an ordinance which restricted the rental of single-family
homes to blood relatives of the property owners. Because 93 per-
cent of the popululation in the Parish are white, African Americans
and other minorities will be virtually excluded from renting homes
in the Parish. The message was that no minorities were allowed.
In order to fix the problem, my organization filed a lawsuit seeking
a preliminary injunction prohibiting the Parish from enforcing the
blood relative ordinance. We were granted that injunction, and we
are still pushing in that fight.

Both in the City of Slidell, Louisiana, and Jefferson Parish have
engaged in comparable discriminatory efforts to restrict housing
within their borders. Of significant concern for the Fair Housing
Action Center are actions with regard to public housing. Prior to
be Hurricane Katrina, the Housing Authority of New Orleans pro-
vided housing for approximately 23,400 New Orleans families. In
addition, there were 10,873 families who were on waiting lists for
public housing. That demonstrates a need for public housing for
34,273 families. Well, today, HUD has talked consistently about
the disaster voucher program and about getting people back into
public housing but their numbers show only 13,300 families are
back in public housing, only about 38,000 of the people who needed
public housing before the storm and even after the storm. This
means there are 20,973 families who still need public housing and
who are not being provided that public housing by HUD. We have
seen that problem in our own work.

I would add that one of the things that HUD has said is vouch-
ers; we are giving vouchers on top of vouchers. There are two prob-
lems. The first is that there aren’t enough vouchers and the num-
bers indicate that. The second is that landlords consistently deny
people who show up and say they have a voucher. We have a client
who is a perfect example of that, a woman named Dasher Corner
who had a disaster voucher, but ended up living in a car with her
daughter after the storm because she couldn’t find a landlord who
would accept a voucher.

The most difficult thing about Ms. Corner’s case is that she had
a preference to housing at the renovated St. Thomas housing devel-
opment in New Orleans. But she was denied that housing because
HANO had moved its own employees into the housing that was set
up for her and for other residents of public housing. We ended up
filing a lawsuit on behalf of Ms. Corner on that case to enforce this
right to public housing that she and other residents had.

The CHAIRMAN. When did this happen with HANO?

Mr. PERRY. We filed the lawsuit in the fall of 2006. The issue
with their employees moving into the public housing complex was
right after the storm.

Mr. BAKER. That was when HANO was under Federal adminis-
tration. So it wasn’t under HUD, not the old HANO.

Mr. PERRY. That is the case. So we have advocated on behalf of
our public housing residents.

My concerns about public housing are far too excessive for me to
discuss in 5 minutes. I have included many of them in my written
comments, but I would invite the committee to talk with me about
other concerns that we have.
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Another issue is one that we talked to this committee about last
year is discriminatory advertising on the Internet. I opened my
comments that year and I quoted some of the ads. The first ad that
I quoted to the committee was, “I would love to house a single mom
with one child. I'm not racist but white only.” That was an ad that
appeared on the Net trying to assist people looking for housing
after the hurricane. We met with staffers of members of this com-
mittee and we worked in order to figure out an answer.

So we said that we would try to see if the lawsuits and so forth
in that area would work out. Well, so far, those lawsuits haven’t
worked out, there was a lawsuit against craigslist.com and
craigslist actually won the lawsuit. It was ruled that they are not
liable when people post discriminatory advertisements on their
Web site.

So I called upon the members of the committee to help to change
the Communications Decency Act so discriminatory ads cannot be
posted on the Net. If such ads were posted in The New York Post
or The Washington Post, they would be held liable and they would
be illegal. But just because it is an Internet ad, they are given an
exception. And it is not fair.

We have specific concerns about issues concerning people with
disabilities. FEMA has worked to ensure that people are able to
raise their homes by getting funding through FEMA and other
sources. The problem is that none of the programs through FEMA
or anywhere else provide a way for people who use wheelchairs to
get up into a house after it has been raised. If a house is 10 feet
tall and you use a wheelchair, you can’t get into it.

Another concern for people who use wheelchairs or are otherwise
disabled is that our State adopted a new building code. The build-
ing code was a safe harbor. That means that it was okay enough
so that it passed the test for the Americans With Disabilities Act
and the Fair Housing Act so that people with disabilities would be
able to use the buildings that were built under that code. Well, un-
fortunately, our State gutted those provisions from the building
code. So we need your help to urge the State to put those provi-
sions back in to make sure that buildings in the city and in the
State are accessible.

These are some of our concerns and we have many more, but we
thank you for the time, and we invite your questions.

[The prepared statement of Mr. Perry can be found on page 358
of the appendix.]

The CHAIRMAN. Thank you, Mr. Perry.

Before I forget, I want to note the issue of the immunity for the
Internet is actually not, I think, within our jurisdiction. It is within
the jurisdiction of the Committees on the Judiciary and Energy and
Commerce. There is an effort to hold them responsible for content,
and we will be talking to our colleagues about that fix.

Mr. Bright.
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STATEMENT OF EDGAR BRIGHT, III, PRESIDENT, STANDARD
MORTGAGE CORPORATION, ON BEHALF OF MORTGAGE
BANKERS ASSOCIATION

Mr. BRIGHT. Thank you, Chairman Frank, Congressman Baker,
Congressman dJefferson, and the rest of the Financial Services
Committee who are here in attendance.

After the storm, I was faced with the immediate task of account-
ing for my staff. All of them and their immediate families were
safe, but many of their homes were under water, including mine.
This is a picture of me in a boat coming from my home.

Shortly after Katrina, we met in Dallas with our data processing
company in Fannie Mae and began executing our disaster recovery
plan. Our headquarters were flooded and we could not go back to
our building for 6 weeks. We moved temporarily to Baton Rouge
while a Standard Mortgage SWAT team pulled all essential data
files from our headquarters. We instituted forbearance on all loans
in the Katrina area. This caused major capital shortages for us. We
borrowed significant funds to make investor payments and to meet
payroll.

We also made sure that our customers had access to their loan
and insurance information. And we reassigned 75 percent of our
staff to process the thousands of insurance loss drafts in the ensu-
ing months.

Of the 28,000 loans we served pre-Katrina, 20,000 were in a
FEMA-declared disaster area. Of those 20,000 loans, 8,000 were in
the highest impacted areas. The industry and our regulators also
responded. The entire industry instituted broad forbearance and
began to try to contact customers who had been evacuated and who
were out across the country. The initial period of forbearance was
critical in the short term, but it was granted at a price. Whoever
services the loan has a contractual obligation to make payments to
the investor, whether or not a borrower is making payments.

The mortgage industry created a working group made up of lead-
ers, servicers, and their trade associations to help work on imme-
diate and longer term public and private sector problems and solu-
tions.

One of the problems we faced was the end of the first 90 days
of forbearance when foreclosures usually begin on loans that are
overdue. Working with all of the stakeholders, we were able to
avoid disaster, and the industry practice was established that for-
bearance in the worst impacted areas was continued and should be
revisited every 90 days. This was a watershed event. Despite pre-
dictions of mass foreclosures, virtually nobody impacted by the
storm has been foreclosed upon.

Our forbearance policies have worked immediately after the
storm with almost 5,000 loans that were over 90 days past due. By
September 2006, that number had fallen to fewer than 17,000, but
foreclosures were begun on fewer than 4,000 properties, and most
of these were outside the storm area. The fact that so many loans
in these States are over 90 days past due, yet foreclosure rates are
low, shows that there are thousands of people who continue to re-
ceive forbearance, about 10,000 people in Louisiana and 4,000 in
Mississippi.
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The cost to the mortgage industry to offer forbearance on this
scale is enormous. The interest payments that services must ad-
vance to investors amount to an average of $10,000 per home per
year. A reasonable estimate of the total out-of-pocket costs for lend-
ers of these policies is $258 million.

Congress and the President put the region on the path to recov-
ery by funding the CDBG program. There are important lessons for
future action, which I discuss at length in my written testimony.
The National Environmental Policy Act or NEPA, hamstrung the
States in how they could design their grant distribution program.
The President should be able to activate the NEPA exemptions for
the purpose of rebuilding housing. Second, Federal agencies are not
permitted to give recipients of Federal assistance duplicate bene-
fits. While in theory this makes sense, in practice it is causing defi-
ciencies in funding.

Third, valuations of damaged properties are often conducted nu-
merous times by numerous agencies. And there should be some
mechanism to share this information.

Next, FHA generally pays an insurance claim when it takes title
to a property as a result of foreclosure. To convey a property and
convey insurance benefits, FHA requires that the property be
picked up so it can be sold again. Obviously, events such as
Katrina causes problems.

Finally, VA should have the authority to waive requirement and
declare no bids. The mortgage industry responded admirably to the
many challenges of Katrina and Rita despite significant costs. We
will do all we can to ensure that the region is better than ever. We
have shown our willingness to sacrifice but that will not be enough.
This is a national problem and national solutions need to continue
to ensure that the region returns better than it ever was.

[The prepared statement of Mr. Bright can be found on page 167
of the appendix.]

The CHAIRMAN. Thank you.

Professor Richardson.

STATEMENT OF JAMES A. RICHARDSON, JOHN RHEA PRO-
FESSOR OF ECONOMICS, E.J. OURSO COLLEGE OF BUSINESS,
LOUISIANA STATE UNIVERSITY

Mr. RICHARDSON. Thank you, Mr. Chairman, and members of the
Committee on Financial Services. I am James A. Richardson, pro-
fessor of economics in Baton Rouge, LSU.

One of the items in the call of this committee is to connect the
housing problems with the economic recovery issues, and I have
tried to shed some light on that in my testimony.

Prior to Katrina, there were about 620,000 people working in the
New Orleans metropolitan area, which is a 7th Parish area. There
were about 550,000 homes at that time. There was not a housing
deficiency.

After Katrina, and in 2006, we had about 450,000 people working
in that metropolitan area, a reduction of over 30 percent. But in
terms of housing, housing had declined by over 40 percent. There
was a deficiency of housing of over 70,000 homes, which was made
up by trailers, people living with friends and relatives, and by com-
muting from areas outside the metropolitan area.
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Now in the process, one of the results, obviously, is you have a
shortage of housing, a deficiency of housing. You had price in-
creases. The allowance for military housing in the New Orleans
area jumped by 44 percent in 1 year.

The Brookings Institution put out a Katrina index in which they
surveyed apartment rents and over a 1-year period, they noted that
apartment rents had jumped by about 44 percent. The New Orle-
ans Picayune Times did a survey of housing from October just be-
fore Katrina to October 2006. Apartments jumped by 70 percent.
Obviously, this has an impact on lower middle income people more
than it does on other income groups.

But the other element we need to be aware of is that the housing
deficiency over the next several years is not going to get any better.
It is actually going to get a little bit worse if the economy grows.
If you are able to increase employment over the next several years
to about 500,000 people working, again, that is only 80 percent of
what was there before Katrina. The housing deficiency would grow,
even accounting for the fact that there will be some new buildings.
And in addition, we assumed that the building would be twice as
fast as had normally been done in New Orleans before Katrina. So
housing deficiencies will grow. By 2008, the projection is housing
deficiencies will be 130,000 homes.

The question, is how do you make it up? Well, people could still
be living in trailers 3 or 4 years after Katrina. That is a possibility.
They have had other homes, as Congressman Baker talked about,
Katrina cottages. You would have more commuting, or alter-
natively the recovery just wouldn’t occur. It would be plateaued
out, flattened out much earlier because there simply is not shelter
for the workers and their families.

You know, the question is how can we accelerate that and be up-
front. One of my points is we have to have very realistic expecta-
tions. We are dealing with a supply issue here. You don’t rebuild
200,000 homes overnight. In fact, if you are to rebuild them at the
rate that Louisiana built new homes over the last 10 years, it
would take 15 years to replace all of those homes.

So you are talking about not trying to be pessimistic, but trying
to be realistic and we are talking about a long-term issue. It is not
going to be over within a year or two.

Now there are a couple of things that can be done. For example,
I think it was mentioned several times today about extending the
tax credits associated with Go Zone. There are about 17,000 units
that are now underplanned based on tax credits that are supposed
to expire by December 31, 2008, and that can be moved to 2009
and 2010. That will permit those 17,000 new units to come online
in an appropriate way.

Another element is that they have the Road Home program. It
has implemented a rental policy or rental program for lower in-
come homes that have connected, they have price controls built in
based on loans that they give out that will be given—become
grants after a certain period of time if they maintain that low rent.
It is going to be a long time process. But I appreciate your interest,
your commitment, and your concerns.

Thank you.
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[The prepared statement of Mr. Richardson can be found on page
363 of the appendix.]

The CHAIRMAN. Let me begin with you, Professor, and that is we
would throw in the—we think we have maybe $5- or $600 million
to contribute from the DSE’s. But let me ask you this way. Looking
at the current branch, forget about any new resources. What we
heard was uncontested—82,000 rental units were destroyed and
there is a maximum number, about 32 or 33,000, that can be re-
built using the CDBG. Do you see any other source under current
proposals from HUD and elsewhere for making up that deficiency?

Mr. RICHARDSON. There are no other sources from the govern-
ment that I can see. Only the private sector decided that it was
something for them to do.

The CHAIRMAN. That the private sector would decide that build-
ing housing for low-income people from New Orleans was profit-
able. And the likelihood of that, Professor?

Mr. RICHARDSON. Well, it is not a very likely thing right now un-
less there are other things to do.

The CHAIRMAN. And the private sector is a valuable participant,
but only with the right kind of incentives, and I think you help us
make the case for other ways to supplement the resources.

We ought to be very clear. This is uncontested. Under the cur-
rent set of public policies in place, the result will be a reduction
by more than half of the number of rental units available in the
City of New Orleans. That makes it a very different City; a City
much harder for low-income people. It will have negative economic
consequences, as you point out, because of the destruction of rental
housing and the failure to replace it means you don’t have that
work force. So then the question is how do we replace it, and to
Mr. Mehreteab, whose work I am familiar with, obviously we are
not going to make it all up with the Federal funding, but we talked
in my office.

Do I remember correctly, Mr. Mehreteab, that I believe that if we
put some public resources in there was kind of a gap filler along
with the extension of the tax credit? Nobody has to waste any time
talking about that again. That is done. I spoke with Mr. Rangel
when I went over to vote. He is the chairman of the Ways and
Means Committee. We will extend those tax credits. I can’t believe
there were many opponents to that. I would even venture to say
that it might even pass the United States Senate quickly, although
I don’t want to bet on it.

But Mr. Mehreteab and any others, what else can we do in terms
of resources and what kind of multipliers could we expect if we
make some resources available?

Mr. MEHRETEAB. You are right, Congressman. I don’t believe the
issue is extension of the low-income housing tax credit; one way or
another it will be extended. As you and I discussed in your office,
there is approximately $160 million of annual tax credit which
should generate $15 billion. With that much money, if you take my
formula of 45 percent, we are talking about, we might be able to
raise another $10 billion or so. But there is a gap of approximately
$500- to $800 million. That money is not available in the commu-
nity. That money is not available to the tax credits. It has to come
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from some other institutions that have good reason to believe that
they ought to do it.

What we have covered in the—what I presented to you is that
we were short 10 to 20 percent per project. We went to the Ford
Foundation, which I happened to have worked there so it was
much harder to get money, and we went to the Bush and Clinton
Administrations, and the others, but that is a very, very small
amount of money. So as you have suggested—

The CHAIRMAN. I appreciate that, and you said we should find
some institutions that think they ought to—two that come to my
mind are Freddie Mac and Fannie Mae, and what they think they
ought to be able to do ought to be in law. I hope we will go forward
with that.

The numbers you give, reassure me that is money that can be
strategically—that it would leverage the money and we will be
looking for input from many of you because the gentleman from
California has correctly said that we now have to focus on how it
ii spent and how it is done appropriately. We will be looking at
that.

I am going to yield at this time and recognize the ranking mem-
ber.

Mr. BAcHUS. I thank the chairman.

What the chairman is talking about is a housing fund that he
has proposed under the GSE bill, the funding for the first 2 or 2%
years would go to Katrina rebuilding; Katrina housing is what he
1s referring to.

Let me just say one thing. Reading your testimony, it was all
very interesting.

Ms. Crowley, one thing I noticed is that we have heard a lot
about practice, the parity of funding between Mississippi and Lou-
isiana, but one thing you mentioned, I don’t know if you mentioned
this in your oral or written testimony, you said that Texas sus-
tained direct damage from Hurricane Rita and sustained more
Katrina evacuees than any other State. So far, Texas has received
only 3 percent of housing funds. So in your estimate, Texas was not
treated fairly.

Ms. CROWLEY. I don’t think Texas was treated fairly at all. I
think that both the damage that was done by Rita but also the
enormous burden that Texans took on as the result of the evacu-
ation was extremely expensive and the reality is that many of
those folks who evacuated to Texas are going to stay there. The
polling data that has been done with evacuees in Texas generally
show that about half of the folks want to stay and the other half
want to return home. That may or may not be their sentiment
today; it was at the moment of the instance.

And housing needs in Texas need to be dealt with as well. One
of the things about—the important things about the affordable
funds in the housing bill, in the GSE bill, is that it would go di-
rectly to States whose housing markets were impacted by Hurri-
cane Katrina. So some of that money could go to Texas, and I think
that would be an important part of whatever distribution system
was developed for that.

Mr. BAcHUS. Thank you. I would say the only response I would
give is that the magnitude in Louisiana just engulfs all. In Ala-
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bama, we lost homes, but when it is a small hurricane, the econ-
omy bounces back fairly quickly and this just in Louisiana, and I
think Dr. Richardson, your testimony, this is something that occurs
about once every 100 years. That we are dealing with a totally dif-
ferent animal, not only in size but in character.

Mr. RICHARDSON. Katrina was not your normal everyday hurri-
cane, and I am not sure we have ever had to respond to one, at
least in our lifetimes. It has been probably 100 years since we have
had a storm like this, and there is no doubt that, to a certain ex-
tent, it overwhelmed our institutions, Federal, State, and local.
And we are now trying to learn from it. This was not a catastrophe;
it was a megacatastrophe. I think, as a country, we need to know
how to learn how to deal with it more appropriately, more quickly,
and more effectively.

Mr. BAcHUS. You mentioned the refugees—I am sorry, the evac-
uees, still in Texas, some may want to return, some may not; of
course it depends on their job situation. They may want to return
but there are no jobs in New Orleans. So do they want to return
or do they not? I mean it is a—I'm not sure how you would cat-
egorize someone who has a job in Texas and not in New Orleans
so they don’t want to return.

Mr. RICHARDSON. In New Orleans right now, you find “help
wanted” signs every place. In Baton Rouge, throughout the south
part of Louisiana, there is not an issue of jobs that are available.
The issue is that workers are not available simply because of the
shortage of housing, and shortage of other things, too. Other people
live in other cities and they have accepted that.

Mr. BacHUS. That leads to another point. I have heard the ques-
tion posed, is it the chicken or the egg? You know, did the—is it
housing or is it jobs? So actually what you are saying is that it is
housing.

Mr. RICHARDSON. The jobs are there. It may not be the job that
they had exactly, but the jobs are there in terms of, we talked to
the people, and talked to the businesses; they need workers.

Mr. BacHus. I will ask the whole panel. Has there been any sur-
vey or study done of the number of residents who were displaced
and have not returned? What percentage of them want to come
back and how many of them have made a decision to permanently
relocate?

Mr. MEHRETEAB. My answer is not scientific, but as I have indi-
cated to the committee, we had 952 units that were destroyed. Our
property management informs me at least 85 percent of our resi-
dents would like to come back. Again, that is not a scientific an-
swer, but based on the 952 units we own, and they were all de-
stroyed in New Orleans and Jefferson Parish, 85 percent of the
people continue to call and want to return. We have not heard from
the other 15 percent, and today, 5 percent of the people are all over
the country. Again, that is not scientific.

Mr. BACHUS. Mr. Bright.

Mr. BriGHT. This was in response to an earlier question on the
multiplier effect. I think one thing is that they have these housing
agencies around the country, and in Louisiana there is NOMA, as
a multiplier effect. There is an institution that is a government in-
stitution that works with the private sector. So, for instance, any-
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body can originate their loans, and if as a multiplier effect, you
could direct some extra money to that institution that is already
working that deals with big numbers, I think that would be some-
thing that would give you a multiplier effect and it goes for low-
to moderate-income.

Mr. BACHUS. You say if we directed funding or if we decided to
address the lack of affordable housing or the lack of homes, hous-
ing in the New Orleans metropolitan area, that that would be a
way to approach it?

Mr. BRIGHT. If the interest rate on a 30-year mortgage is 6 per-
cent, the LFHA might be 5 percent. So you could maybe do some-
thing where you put some of these CBDG moneys where you could
address the high percentage rates possibly or go towards construc-
tion loans or something like that, and then maybe offer even a 5
percent or a 4 percent and it would not cost, in the grand scheme
of the numbers that I am hearing around here, it would not be as
costly. I mean, $100 million, that is a big number to do a lot of
work.

Ms. CROWLEY. On your question about polls. I just—there have
been some policies and I have here, a Zogby poll that was done for
the City of Houston and in 2006—

The CHAIRMAN. How did Mr. Green do in that poll?

Ms. CROWLEY. And at this point they were talking to evacuees
from both Katrina and Rita and 58 percent intended to stay in the
Houston area. Now having said that, I think that it would be
money well spent if we did two things. One is do a representative
survey of all of the HUD-assisted households who have been dis-
placed, and HUD says there are 32,000 of them. I am concerned
that Mr. Bernardi is saying only 12,000 are still getting disaster
vouchers. I don’t know what else they are getting. The last we were
told was that 22,000 were getting disaster vouchers. So they know
where they are.

And all of this notion about the future of public and assisted
housing needs to be done with some scientific understanding about
what it is that the residents’ intentions are, and we could do—very
easily do a good survey that would represent those folks.

In terms of the broader population, we have no good data about
what their intentions are and what their current situations are,
how they are faring, and it is a real lack in terms of being able
to do effective planning.

The CHAIRMAN. I did want to say this. Frankly, I think the likeli-
hood of our being able to get nearly back to where we used to be
is so slight that we are not going to run out of people who want
to come back. I mean, sadly, the percentage of people who want to
come back, I am afraid, may be academic. We will be doing well
to allow even half of them to return. We are going to work very
hard to do that. And I think that is the reality that we will almost
certainly wind up with—more people who want to return than we
can accommodate.

The gentlewoman from California.

. Ms. WATERS. Thank you very much. I have several questions
ere.

Let me start with Ms. Crowley. Ms. Crowley, you had some very
direct suggestions about what to do with public housing. Have you
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been in interaction with the advocacy project, the lawyers who are
representing the tenants? Has there been any discussion with them
about some of this things you see, and do they make good sense?

Ms. CROWLEY. I had a discussion with Judith Browne about it
several months ago, but have not had a discussion with her re-
cently. I have been following what they have been doing with re-
ports from other folks but not direct discussions.

Ms. WATERS. In your recommendations, you did not recommend
phased development at any of these public housing projects; is that
correct?

Ms. CROWLEY. We have recommendations about New Orleans
public housing, in particular it is about all public housing in the
Gulf. The recommendations are that if it can be repaired, it should
be reopened. If it cannot be repaired, then it must be redeveloped.
We should do it on a one-for-one replacement basis, and there
should be an absolute right to return.

The rub is who determines what is repair and what is redevelop-
ment, and I am not sure that we will know the truth about that
bﬁcause there are competing experts, now, with opinions about
that.

Ms. WATERS. When you are talking about a development, say,
like Saint Bernard with all of the units, I don’t know how many,
in their 1,400 units or so, are you talking about some parts of it,
or are you talking about all of it? Obviously, there may be different
levels of disrepair. Are you suggesting that some of it should be
saved if it can be, if other units cannot because they are in terrible
disrepair, or are you talking about if there are enough units that
are in good repair that you save the whole project?

Ms. CROWLEY. I think it depends on the particular building. But
let me just say that I think it is a mistake to say well, there are
30 units in a building and 5 of them are habitable. So I am going
to let folks move into those 5 because then you have 25 vacant
apartments that are serious problems. So I don’t think that is a
community. I don’t think that is an answer.

I think it has to do with the configuration, and if you can—you
can pick a particular building that is not as damaged as another
and bring that back and move folks into that, the notion that peo-
ple can go back to their own units, if the units are scattered all
over the place, I think, is not realistic.

Ms. WATERS. You mentioned a moratorium. That kind of conflicts
with what you are describing now.

Ms. CROWLEY. No. The moratorium is on demolition of the public
housing in the Gulf that is currently occupied. Anything that is oc-
cupied should be continued to be occupied until we have solved the
other problems. We don’t need to do any demolition plans on any-
thing that is occupied. There is discussion about—

Ms. WATERS. We have public housing developments where you
have partial occupation. You have units that were boarded up be-
fore Hurricane Katrina and Rita and you have units that have
been vacated, and you have units where you may have a few peo-
ple. What do you do with that?

Ms. CROWLEY. I think that is a very dangerous situation for the
people who are there. And I think that it is really important to fig-
ure out what the best choice is for those folks.
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On the issue of the moratorium, let me say that part of the impe-
tus for that is the discussion for public housing in Mississippi that
was not even damaged in the hurricane which—where people never
even evacuated, where those housing authorities were proceeding
with demolition plans as if the hurricane had never happened. So
we don’t want that to be the case.

When it comes to New Orleans, and I have been to all of the pub-
lic housing in New Orleans; I have been to visit all of it. And I
think you have to answer it on a case-by-case basis.

Ms. WATERS. Mr. Mehreteab, you are developing 1,000 units in
Louisiana, is it?

Mr. MEHRETEAB. Yes. In New Orleans—Jefferson Parish and a
place called Saint Charles.

Ms. WATERS. Did you have a difficult time doing the land pack-
aging on that to be able to develop those units?

Mr. MEHRETEAB. Some of those we already owned that were de-
stroyed. Some years we had some putting the one acquisition in the
new places.

What we did, Congresswoman, I mentioned to you that we had
four properties that were destroyed. One was in New Orleans off
I-10, and we decided to completely demolish that building, so we
are starting from scratch. Another was in Algiers. That one was
100 percent destroyed, but we were able to maintain the structure.
And the last one was in Jefferson County. But we did have difficul-
ties; I don’t want to give the impression that this was an easy proc-
ess.

Ms. WATERS. No. You have indicated pretty well that the financ-
ing is complicated and you seem to suggest that no private con-
tractor coming in to build low- and moderate-income housing can
do it without subsidies and grants, and the mix that you put to-
gether seemed pretty extensive and complicated. And are you basi-
cally saying that is the way it has to be done?

Mr. MEHRETEAB. Well, our trip objective is to provide quality
housing, but also to maintain our rents. Our rents range between
$130 to $820 a month, and the average cost to buy is $100,000. Tax
credit alone and community development grants alone would not
cover those costs. So, as I have indicated, we went to at least six
or seven different financing sources.

You may recall, Congresswoman, I came to your district with
Mrs. Shockley many years ago.

Ms. WATERS. I can’t remember those things, I am so old. Were
you there?

Mr. MEHRETEAB. Yes, I was.

Ms. WATERS. How many years ago?

Mr. MEHRETEAB. Right after you took office.

Ms. WATERS. In 19917

Mr. MEHRETEAB. 1987 or so.

Ms. WATERS. I don’t remember.

Mr. Perry, your work has not been unnoticed, and I was just
talking with my staff, as I did recall your testimony about the zon-
ing and the disabled and other kinds of issues that you have
brought to our attention, and I am asking my staff as we look to-
ward developing comprehensive legislation to deal with some of
these problems, how can we can we make sure that Federal money
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cannot be used in jurisdictions that are proven to be discrimina-
tory? Some of the issues that you have raised, like the zoning, we
may not have the answers for, but we are listening. We do have
an opportunity to provide leadership on these issues now, and I
will certainly pay attention.

Mr. PERRY. I didn’t mean to imply that you weren’t paying atten-
tion. As a matter of fact, when the issue came up with Saint Ber-
nard Parish, I was immediately contacted by members of your and
Representative Frank’s staff, and they worked with us on that
issue. So we know that the commitment is there, and we look for-
ward to working with you in the future to ensure fair housing on
the Gulf Coast.

Ms. WATERS. Thank you very much.

Let us see who is next. Mr. Green.

Mr. GREEN. Thank you, Madam Chairwoman.

Mr. Tate, you indicated in your testimony that the landlords had
no recourse for damages suffered. Could you please give us the cat-
egories of damage? You might not be able to give us a dollar
amount, but give us a category of damages and indicate whether
or not there can be computed some estimate as to what the amount
of damages are, whether you can give me that number now or not.
I am just curious as to whether there is a methodology at which
you can arrive at a number.

Mr. TATE. There are different types of damages that apartment
owners sustained. Actual damages done to the sheetrock, carpet,
etc. Damages of appliances being taken. And then the actual rent
loss damage. How did we have rent loss damage? Let me explain
that as we go through the course of the termination notices coming
from FEMA that we are going to stop paying and recertify viola-
tion.

There were a lot of people who failed to recertify. Whether they
were eligible to recertify or not are two different questions. But the
fact is that rent stopped being paid for those people.

And those folks had really nowhere to go. They remained in the
apartment. And after trying to work with these folks, trying to
communicate with FEMA, and communicate with the City of Hous-
ton, once it was determined that no rent would be coming to these
folks, apartment owners were then forced to do something they
really didn’t want to do and that was to file an eviction in the local
JB court, and they would file the eviction. Eventually the day
would come and they would appear in court and either be granted
an eviction some weeks later, or that particular resident would be
represented by free legal aid that would then file either an appeal
or file a property affidavit again extending the period of time an-
other 30 days before another hearing and attempt to have the
apartment vacated.

So in many instances, the apartment remained occupied with no
rent being paid on it for as much as 90 days after the rent ceased.

Mr. GREEN. Having been president of the Houston Apartment
Association, is there a means by which you can calculate some esti-
mate of what these damages are?

Mr. TATE. Most apartment management companies and opera-
tors, when an apartment finally is vacated, they will complete what
is done as a security deposit disposition report. Because normally
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we have 30 days in which to refund a security deposit or apply
charges against it.

Mr. GREEN. Is the answer yes to this one because I—

Mr. TATE. Yes.

Mr. GREEN. Mr. Perry, sir, you indicated that housing discrimi-
nation still exists. What about with reference to language in terms
of the Asian community? Did you encounter housing discrimination
not only with the ethnicity but also with the language, and if you
could be brief with that. I have one follow-up.

Mr. PERRY. You know, I think it is happening, but I will be quite
honest that our organization was not as prepared as we would have
liked to have been for people who don’t speak English. That is one
of the ways that our organization has had to grow over the last
several months post-hurricane. For example, we have had a great
influx of Latinos in New Orleans, so we have to grow to learn how
to assist that population.

Mr. GREEN. Would it assist you in acquiring empirical data to
ha\{?e access to what is called testing? Are you familiar with test-
ing?

Mr. PERRY. You know, it is the most important thing that we
use. I would say in a few months, we are probably going to have
a press release about several big cases where we found cases dis-
criminated based on race and the fact that they have children. The
only way we were able to find discrimination was through testing.
And we did about 30 tests last week, and in the majority of those
tests, we found discrimination.

Mr. GREEN. Mr. Chairman, if I may, I have before me a report
from Fair Housing, the National Low Income Housing Coalition,
that addresses the deficit of affordable housing units available in
the Gulf Coast area. May I submit this for the record please, if
there is no objection?

The CHAIRMAN. Without objection.

Mr. GREEN. I yield back the balance of my time.

Thank you.

The CHAIRMAN. Mr. Baker.

Mr. BAKER. I would like to address this to you, Professor. Rel-
ative to your commission’s observations and the necessity of hous-
ing first, as I understood your presentation, the average home,
number of homes constructed in the State over the past decade has
averaged something in excess of 13,000 but that is a statewide
number. Do you have any tab that tells you what that number
looked like in the New Orleans metro area before the storm?

Mr. RICHARDSON. In the New Orleans area, it would be 30 to 35
percent of that.

Mr. BAKER. In your normal recovery efforts, that would take
using the 15,000 figure, you are really looking at decades if you
take the traditional historic construction norm pre-Katrina for the
Orleans metro area.

Mr. RICHARDSON. If you take that number, you are looking at 40
years.

Mr. BAKER. Obviously a time horizon which is not acceptable to
most us of us.

I am also correct that there are speculators in the market who
are buying up distressed properties where they can get a particu-
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larly attractive price on a good corner or a very nice private resi-
dence. I spoke with a fellow in the Baton Rouge Airport just this
week who was a former New Orleanean, and who lived in Lake
View, who had not only relocated his residence but his significant
business to the Baton Rouge area and did not have an intent to go
back. He had sold his home to such a speculator. And he is a very
sophisticated smart business person, but he had bailed out. My
concern going forward is not just the slow pace of recovery if we
resume the normal historic development rate but that, with the ad-
vent of speculative interests now in the market who don’t have any
particular interest in doing anything but holding, that is also going
to be an additional drag on the recovery.

Further, in talking with business communities’ leaders in the Or-
leans area, there are several prominent restaurants which are hav-
ing trouble because they don’t have customers. It is no longer a
question of not having staff. They don’t have people coming
through the front doors to pay the bills. So we really do have a
need for the restoration of affordable housing, but we need to have
a more economically broadbased plan than just addressing the
shortfall and affordable housing if the historic nature of this city
is ever going to recover. It really needs to be a small business-
homeowner-affordable housing endeavor with the addition of essen-
tial public services. You are not going to move into a new subdivi-
sion if there are no policemen or firemen or schools.

To date, I don’t think there has been any plan developed or
talked about on any scale, whether it is a single community or a
stormwide imprint that encompasses all of those elements. Isn’t
that really what is needed now rather than the Road Home alone?

Mr. RICHARDSON. Yes. Congressman Baker, you mentioned a
number of items that are all very important. In an ideal world, we
would solve all of these issues simultaneously. Unfortunately, our
world is not ideal all the time. We have to start someplace, and
housing is a place to start.

But you are absolutely correct. In New Orleans right now, if you
look at the employment base and what can come back, certainly
the tourist base, but if they don’t come back, those restaurants you
are talking about, the ones that have complained to you, and com-
plained to me about not having enough customers throughout the
day, they are thinking about closing down. It would be an enor-
mous shock to that community if certain restaurants closed down.

Mr. BAKER. I think it is across-the-board. I have talked with a
guy who is in a radiator and brake repair business. All of his em-
ployees were back. His house was fine. He didn’t have anybody in
his business, and I don’t know where he is now. That was about
4 months ago, but he was at the point of having some difficulty
with his lender over the status of his business loan. I know you
can’t do all of it at once, but we at least ought to be talking about
it.

Mr. RICHARDSON. You have to have all of these elements if you
are going to come back to New Orleans. For example, if you walk
around New Orleans, you see different things happening in dif-
ferent neighborhoods. Gintilly, which is a neighborhood right by
Dillard University, old fashioned New Orleans homes, middle in-
come, lower-middle income families, you see more trailers per block
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in that neighborhood because those people are back working on
their homes themselves.

You go to Big City, which is down from Canal Street—

Mr. BAKER. If I may, I don’t mean to cut you off. I am out of
time, but one other further observation, if we were to select an area
and go in and do the kind of multi-family mixed use development
where we brought in the affordable housing, some commercial sites
reserved for the bakery, the dry-cleaner, some middle income hous-
ing, that is the kind of mixed use pilot that would offer a great deal
of hope for people out of all of this despair to see a few city blocks
to recover would be enormously helpful.

Mr. RiCHARDSON. I think that would be one of the barometers we
are moving. Right now, it doesn’t look like we are moving. We need
a barometer.

The CHAIRMAN. I thank the gentleman, and because we had we
had two Democrats in a row, we will now go to Mr. Roskam.

Mr. RoskaM. Thank you, Mr. Chairman.

Mr. Tate, just a quick question. The membership that you rep-
resent, you raise the issue of concern about damages. But has your
membership made money off of the rents and so forth? I mean, the
bottom line figure, are you in the black or in the red based on—

Mr. TATE. Certainly, some apartment communities may have
fared well; at least two corporations came and took lots of apart-
ments. I know of a property that went through the court of appeals
and that worked out okay. But the majority of the apartments that
were leased by the City of Houston are contracted, so no, they did
not fare well. They spent millions of dollars. I understand that
right before the folks arrived in Houston, they were coming from
Louisiana.

We had to prepare almost 40,000 units. We spent millions of dol-
lars on vendors—painters, carpet shampooers, and cleaners. We
had to get all of these apartments ready for these folks to move in
because they are not always ready sitting there vacant and ready.
So we spent a lot of money getting them ready. We moved people
in, and in some cases, they were there a short period of time,
maybe 2 months, maybe 3 months, maybe they were there for a
longer period of time. But then they left, and we still have about
14,000 left.

So about 22,000 have vacated. I dare say that of the 22,000, very
few of them were left in a condition that we could lease them again
without spending a lot of money to have those apartments prepared
again for another move-in.

Mr. RoskAaM. Was it primarily the damage issue, or was there
something else, or is the difficulty really the damage situation?

Mr. TATE. The difficulty is the damage and the amount of time
that it took to receive the rent. When we first started moving peo-
ple in, in September and October, rental payments did not start
coming to these properties until December or January.

Mr. RoskaM. Did they make it? In other words, did the right
amount eventually arrive so you lost the value of that money?

Mr. TATE. Right. Lost.

Mr. RoskAM. So you lost the value of the money in the interim.
In other words, you lost the value of those dollars, your control



107

over those dollars in the interim but eventually the right amount
showed up?

Mr. TATE. In most cases, the right amount showed up and we
were finally able to pay all of the shampooers and the painters and
the folks who cleaned the apartments back in September and Octo-
ber. We weren’t able to pay them until almost January or Feb-
ruary. They were small business owners that operate.

Mr. RoskaM. Mr. Bright, just a quick question.

Well, what you described was really fascinating to me. The idea
that very low default rates in this whole situation, was that inten-
tional? I mean, did everybody—is this like the scene in, “It’s a
Wonderful Life”, you know, when George Bailey gets what is going
on and nobody panics and everybody says, “Okay, let’s not sell to
Mr. Potter.” Did everybody in the industry say, “Look, if this all
goes, this implodes into a financial sinkhole and we are all losers
here, so let us be good to one another and go very, very slowly.”
Is that essentially what happened or was there something—in
other words, are you guys this good?

Mr. BrIGHT. Well, it is a terrible disaster, so you don’t want to
say that.

Mr. RoskaM. In terms of the response.

Mr. BRIGHT. I believe that it really did work well. By us giving
this foreclosure, by not having any foreclosures it did two things:
Number one, if you had foreclosed on all of these properties, it
probably would have driven the values of properties down. It could
have gotten into a vicious circle of property values going down,
down, down.

And then secondly, it gave people a chance to get back on their
feet, namely there is this thing called forbearance, and really, gov-
ernment officials or whatever people said let us give mortgage hold-
ers forbearance.

Mr. RoskawM. Is forbearance a term of art?

The CHAIRMAN. Yes.

Mr. BRIGHT. It is a term of art.

The CHAIRMAN. Yes, in the sense that it is a specific weak term
with legal meaning, and in fact earlier today I released a letter
that we received yesterday from the five bank regulators, the credit
union, the Federal Reserve that controls the currency, and the
FDIC and OTS, reiterating their encouragement to the lenders to
show forbearance.

Mr. RosgaM. So they will not hammer—

The CHAIRMAN. Right. As long as we talk about an ultimate path
to repayment, they will not in any way penalize people who go out,
stretch out, and forbearance in that specific—

Mr. RoskaMm. Okay.

Mr. BRIGHT. If you will, I would like to go down that road a little
bit. What it means is, what was done is, people were told that they
did not have to make their mortgage payments, so it first went on
for 90 days. We still have people who are not making their mort-
gage payments, 18 months later, or whatever it is. Now, for the fi-
nancial system in the United States to work, there are bondholders
that own these bonds, and those people have to get their payments.
So it is like we are a private company and you had certain people
say don’t charge—don’t make people make their payments, but we
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have to forward the tax and interest to the bondholders, specifically
in the FHA program. We were required to do that.

So in our case, we are having to front, you know, on a $100,000
loan which we make $250 a year on, we are having to front about
$10,000, I think is what we figured—$12,000 say a year to—now,
we eventually hopefully will get the money back, but in the case
of FHA loans—now this only occurs when you foreclose on some-
one, and you can see there has practically been no foreclosures tak-
ing place in Louisiana for the reasons that I was just talking about.
But at some point you are going to have to foreclose on people;
namely, you have to dispose of the property. You have to come up
with something to do with the property. Right now the borrower
still owns it. So in the case of FHA—and this is just something
that does not work in the case of Fannie Mae and Freddie Mac.
They do things a little bit differently. But in the case of FHA, when
we foreclose on the borrower, and the borrower may not have ap-
plied for the Road Home money. They would have been eligible for
the Road Home money, but they didn’t apply for it for whatever
reason, so they are distraught, for whatever reason. A lender can’t
apply for the Road Home money, but we now need to foreclose, in
the FHA case. We have to bring the property value back up to its
usable condition before you can convey that property to the FHA,
and in order to do that—you have heard all this description of how
the properties have laid fallow and things like that, it will take just
it is—you could lose—if the house was worth $100,000, it might be
worth, you know, Congressman Baker would know, but maybe it
is only worth $20,000 for the lot. So the lender would have to take
a hit.

The CHAIRMAN. We are running out of time. I just will say two
things. I believe it may have been Mr. Miller of California who
brought that particular FHA issue to our attention, and that is
something fixable by us and it is statutory, you understand. We
make the laws. So that is a law, and if the FHA is imposing a re-
quirement that is not right, we can change that requirement. You
are shaking your head.

Mr. BRIGHT. It would be a huge benefit.

The CHAIRMAN. But I need to encourage people—it is true, if you
are in court, or you are elsewhere, the law is a fact of life that you
have to confront. We change laws, that is our job, so if there is a
rigidity in the FHA, and in fact I believe we are already talking
about that issue, we can give authority—not as a blanket matter
but in these kinds of situations to deal with it. So the other thing
I would say is this, with regard to Fannie Mae and Freddie Mac,
and it is part of another argument that Fannie Mae and Freddie
Mac have been able to show some forbearance if they haven’t
securitized the mortgage. That is, for mortgages that are still held
in Fannie Mae and Freddie Mac’s portfolio, we have asked them to
show some forbearance. If they have sold it into the secondary mar-
ket, they are in the same shape you are in, where they have obliga-
tions and therefore that can’t be done.

Mr. BRIGHT. At least in that case, it is Fannie Mae and Freddie
Mac’s obligation, and not my obligation.
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The CHAIRMAN. I don’t mean to—but that particular perspective
is not the one we take in public policy. I understand your concern.
We have to look a little bit more broadly.

Mr. Perry, and then we will move on.

Mr. PERRY. Just really quickly, I agree for the most part with
Mr. Bright, but I would note that there is one segment of the lend-
ing population that hasn’t done as good of a job, and that is with
respect to subprime lenders. My organization has a hurricane relief
project where we work with people who have difficulty with their
loans and we have seen significant problems in the subprime mar-
ket, particularly people who have predatory loans, and there is one
loan in particular, it is the 228 loan.

The CHAIRMAN. We appreciate that. We will be dealing sepa-
rately with the question of predatory loans.

The gentlewoman from Wisconsin. If you want to talk, go ahead.

Ms. MOORE OF WISCONSIN. I am stunned that I get a chance to
talk. How are you? This is such a distinguished panel. I just want
to thank the chairman and the subcommittee chairwoman for
amassing this particular panel because I think it really has given
me a picture, a complete picture of some things that are happening
in New Orleans. I have listened very carefully and what the picture
that is emerging—I guess I just want to throw this out and ask you
what you think of it. It seems to me that we are looking at—one
of the 800-pound gorilla that is in the room is—and I don’t see it
reflected in any of the testimony, is the actual environment and
what portions of New Orleans can actually be rebuilt.

Secondly, you have talked about the high labor costs that exist
for rebuilding New Orleans and of course that provides a difficulty
in financing for the creation of low-income housing—I think Mr.
Mehreteab—I am sorry if I mispronounce your name—that you
have had to use a lot of creative financing to pull together more
financing. I think Ms. Crowley talked about the fact that there is
so much deferred maintenance on public housing in the first place,
hidden in there with public housing, and there is a question about
what you can rebuild and what you can’t rebuild and what the
costs of that will be. I think Mr. Bright talked about the tremen-
dous effort that has been made on the part of the mortgage bank-
ers to forbear and their touting a pristine record of really not that
many foreclosures, which I think speaks of the particular class of
people. These are homeowners that you are dealing with, and I
think Mr. Perry made the distinction that these are not home-
owners at the lower end of the income spectrum necessarily. Dr.
Richardson’s research talked about the economic factors, the fact
that you were attracting a different kind of labor force to New Or-
leans, and of course I am so sorry that the gentleman from the
rental organization had to leave, but I do think that we have seen
rents in the New Orleans area skyrocket, and I guess I say all that
to say, are we looking at rebuilding a New Orleans that is going
to be populated by the survival of the fittest? Are we going to build
a New Orleans that really is going to be a middle class population?

I am concerned. That is a question that I have pondered pre-
viously, but after hearing this panel I just want, I guess, your reac-
tion to what we could do to make sure that there is some economic
and class mixture in a rebuilt New Orleans. Thank you for your—
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Mr. MEHRETEAB. May I make a comment? Congresswoman, you
asked me a question, and I probably didn’t give you a full answer.
Sure, we can build housing for $100,000 very easily, actually the
cost ranges between $80,000 to $150,000, depending on the loca-
tion. The question becomes how much of that money can we fi-
nance if we are to serve low- and moderate-income families. That
is the key. The higher subsidy we have, the lesser rate we could
charge. Exactly what you said, Congresswoman, you are right. I
felt the way community development broke down in the low-income
housing tax credit structure right now is simply to serve people
who make below 60 percent of the median income. However, how
that translates in New Orleans is that will be an average of $600
a year. That is a lot of money. What we are shooting for or what
we are hoping to do is to decrease that to $400 or $300. In order
to do that, one needs to close the financing gap, either from what
the chairman has suggested, we need a huge capital infusion from
the two big entities or others or we have to come out with some-
thing. But as it stands right now, if everything is to be the way
it is with low-income housing tax credit and the community devel-
opment programs, will only be serving a higher income of families.
But the goal of the NHP Foundation is not simply to serve what
had been called the moderate income. We really want to serve
lower income people. If we want to do that, we are going to need
what I have referred to as the financing gap, the infusion that Con-
gressman Frank has been talking about.

I don’t think there is anybody—well, there might be very few
people, the way that lid is very clearly understood by the chairman.
When he talks about $500- or $700 million he is absolutely right.
That difference, which could represent anywhere between 5 to 10

ercent, will make a tremendous impact in lowering the rents from
5600 to $400, or from $400 to $200 a month.

The CHAIRMAN. Ms. Crowley will be the last one.

Ms. CROWLEY. I think your question is absolutely imperative for
us to get to the bottom of, and that the resources that have been
dedicated to date to housing for the Gulf Coast, in New Orleans in
particular, do not in any way, shape, or form provide enough to, or
any for that matter, to get to the lowest-income people. The tax
credit income targeting is higher. The CDBG income targeting is
pretty high and the Secretary can waive the income targeting re-
quirements if the State of Louisiana asks for it. He has already
waived the income targeting requirements in Mississippi. And the
design of the Road Home Program for what they call the piggyback
program was to put CDBG dollars into subsidizing and operating
or capitalizing an operating subsidy for tax credit properties going
forward at and doing some of those at 20 percent, 30 percent
through some mix of that. The reality is that a lot of the CDBG
money has had to now be spent on gap financing because the cost
of construction is so much higher.

So even that program, which we think was very ill-conceived,
will not have the funds that is required to be able to create the op-
erating subsidy. It is essential that we put more project-based Sec-
tion 8 vouchers into New Orleans and into the Gulf Coast. We
urged that in the first go-around in the supplemental. We looked
at it in the second go-around of the supplemental. It is still within
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your power to do that, and that is the single most important tool
to make sure that any housing that is developed is affordable to
the people that you are talking about.

The second thing is that the affordable housing fund in the GSE
bill will provide money that will be for the construction of housing
that is affordable to that income group. The project Section 8
vouchers will provide the operating subsidy.

And the third thing I want to say is that the importance of public
housing in New Orleans, with all, with complete respect for how
people feel about their individual buildings, is that going forward
for the future of New Orleans and for the future of low-income peo-
ple in that community is that we not lose the subsidy that is at-
tached to each one of those units, and that the subsidy continues
so that eventually when one family is moving out of public housing,
there is still a subsidy there so another low-income family can
move in. And that is—we need to keep our eye on that ball as we
move forward on redevelopment, and as important as the struc-
tures are, that is the essential thing that we need to understand
about the future of housing in New Orleans for very-low-income
people.

The CHAIRMAN. The gentleman from Missouri.

Mr. CLAY. Thank you, Mr. Chairman. I will be brief. I have one
question for the entire panel, for anyone who wants to give me a
reaction, you are welcome to. I am just curious as to the response
you have gotten from State and local elected officials in Louisiana
as far as Governor Blanco, I understand, was here today, went and
had a meeting with our caucus but felt—did not want to come here.
Tell me about your experiences with the City of New Orleans, with
the Mayor in particular, with the State legislators, and with the
City Council people. Does anybody have a reaction to that? Could
you share with us what kind of cooperation you have gotten?

Mr. Perry, you look like you may want to start off.

Mr. PERRY. You know, one of the most difficult barriers that we
have had is dealing with local government, particularly in Jefferson
Parish. After there were so many tax credits allotted to the Lou-
isiana area, a councilman in the Jefferson Parish said all low-in-
come people were ignorant and lazy and therefore we don’t want
tax credits in Jefferson Parish, and so as courageous as it was for
the money to have been allotted in the form of the credits it made
it almost impossible to use the credits in the parish, and so he,
working with the Council, passed a resolution asking for the credits
to not be used in the parish, and I think that is a great example.

The second example is in Saint Bernard Parish where, as I men-
tioned before, the Parish passed an ordinance that said that you
cannot rent your single family home to someone that you are not
related to. As I mentioned earlier, 93 percent of the people in the
Parish are white, so it made it almost impossible for minorities to
rent homes in the parish. And we see this kind of—and I can give
you a very long list of circumstances where in parishes the govern-
ment has worked I think, in a way, that makes it very difficult, if
not impossible, for low-income people to return, and I would add
that it has made it very difficult, if not impossible, for minorities
to return and I think that your question is dead on, that govern-
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ment has played a very big role, particularly local and State gov-
ernment have played a very big role.

Mr. CLAY. Thank you.

Mr. BRIGHT. I would like to relay a story and try to do it quickly.
I was flooded, and lots of people were flooded, and I evacuated to
Atlanta, and took my family there. We went to a school, and my
kids go to a private school, so I was going to pay some money—
and I sent my youngest to a public school and my two oldest to a
private school, but anyway, as we moved back to New Orleans, we
wanted to pay—give something to the Atlanta people because they
took us in, didn’t charge us anything, were so nice to us, so we
come back and we gave a little gift to that school. Two weeks ago
these Atlanta people came down, they brought 16 kids and 4 teach-
ers, including the head of the school, the head of the school got up
at 4:00 in the morning—

The CHAIRMAN. You have to move this quicker.

Mr. BRIGHT. —4:00 in the morning Friday, worked alongside us
in Lakewood and we helped build houses, okay, only one out of six
homes, one out of five homes in Lakewood, which is a nice neigh-
borhood and all, are people moving back there, and it is because
they don’t have—I think the government—they still need to get
electricity in there. They still need to get services in there and
stuff. I think people want to help us. And I appreciate that all of
you are here, but we need the government to just do its job.

The CHAIRMAN. The gentleman yields back. I thank the panel. I
really appreciate everybody’s patience. We will take our last panel
now.

Oh, Mrs. Biggert, did you have any questions? I apologize. Mrs.
Biggert, please be seated. The Chair was in error. Mrs. Biggert has
questions.

Mrs. BIGGERT. Sorry. I will be brief, and this is really, I think,
to address to—

The CHAIRMAN. The gentlewoman is entitled to her time. Please
don’t feel rushed.

Mrs. BIGGERT. Okay. When you are planning for rebuilding,
sometimes it seems like the chicken and the egg scenario. You can’t
rebuild the housing communities without jobs and services but the
jobs and services won’t come until there is adequate housing. So
how would you solve this problem, and with balancing the need for
a sol?id middle class and the desire for lower income families to re-
turn?

Mr. MEHRETEAB. Is that question addressed to me?

Mrs. BIGGERT. Yes.

Mr. MEHRETEAB. I guess I am the only person here who is build-
ing housing. Out of our 1,000 units, we are trying to be as diverse
as possible. One of our properties, which is off I-10, Walnut
Square, used to be 284 units, but we had to destroy it because of
damage from Katrina. We are rebuilding it and converting it into
208 units of mixed income, one-third very-low-income, one-third
moderate-income and one-third market rate.

The other 600 units are what we call, “below 60 percent of me-
dian income.” Two of our properties, totaling 126 units outside of
Lake Charles and Ponchatoula, are single family homes that will
be converted to homeownership.
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So Congresswoman, our strategy is to have housing that is as di-
verse as possible; A, it is good for our portfolio and, B, we will also
be responding to the demands of the community.

Mrs. BIGGERT. And how long will this take?

Mr. MEHRETEAB. The first occupancy for our property address in
New Orleans will be in May, this May, and it will be, I would say,
between 12 to 18 months from where we are today.

Mrs. BIGGERT. Okay. So then would the jobs and the services fol-
low?

Mr. MEHRETEAB. Well, when you are a developer, be it a non-
profit like us, or a for-profit, there is a sense of having to be opti-
mistic, so we have to be optimistic. The fact that there is so much
demand and the fact that there are so many people commuting
from outside New Orleans, and I am sure the Congressman will
know better, gives me the optimism that in fact we will not have
people filling our units.

Mrs. BIGGERT. Thank you. I yield back.

The CHAIRMAN. We will call the next panel. We will now excuse
the panel, and I appreciate it. And as the next panel comes in, I
am sorry this is taking a lot of time, people, but I have to tell you,
we have been talking amongst ourselves. You can leave. I won’t be
offended. And you should leave. I want to make sure everybody
that has been here—seriously, get out of here because the next
panel has to sit there, evacuate. Mr. Green will take you home to
Houston. But I do want to be—we have been talking amongst our-
selves. This has been extremely useful in our formulating some
very specific things we think we can do to aid this process. So I
do really appreciate what everybody has been doing here.

The next panel, please be seated. Let’s move quickly here, people.
We will begin, and I will just call on people as we get settled.

Doris Koo is president and CEO of the Enterprise Community
Partners. Please, Ms. Koo.

STATEMENT OF DORIS W. KOO, PRESIDENT AND CEO,
ENTERPRISE COMMUNITY PARTNERS

Ms. Koo. Thank you, Chairman Frank, Subcommittee Chair-
woman Waters, Ranking Member Biggert, and distinguished mem-
bers of the Financial Services Committee, for the opportunity to
speak before you today. My name is Doris Koo, and I am president
and CEO of Enterprise Community Partners.

Enterprise is a national organization founded in 1982. We have
worked with thousands of nonprofit partners, local governments, fi-
nancial institutions, and private corporations to develop over
200,000 affordable homes and invested $7 billion in communities
across the Nation. Right after the storms of 2005, Enterprise made
a long-term commitment to help the residents of the Gulf Coast re-
build. We committed to providing $200 million in investment to
create 10,000 affordable homes.

It has been a long day, so I want to quickly jump to some prin-
ciples that will help guide the rebuilding effort in the Gulf Coast,
followed by several policy recommendations. First it is our experi-
ence that affordable housing must never be built in isolation. We
have learned that residents are most successful in communities
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with support services, access to jobs, quality health care, and edu-
cation and support services.

Second, we have learned that large scale rebuilding such as that
in the Gulf Coast requires public-private partnership. There is not
enough government money to do it all or to do it right.

Third, time is of the essence. We must maintain the sense of ur-
gency to meet the compelling needs of our fellow citizens in the
Gulf Coast. Let me give you an example. Before I joined Enterprise
6 years ago, I was deputy director of the Seattle Housing Author-
ity, leading four public housing redevelopments. We relocated thou-
sands of residents but we gave them choices in support services
and guaranteed them the absolute opportunity to return. We de-
molished thousands of obsolete public housing apartments, but we
replaced them all, one-for-one, with quality new affordable homes
in thriving mixed income communities. We leveraged $135 million
in Federal grants 5 times over and attracted more than $600 mil-
lion in private investments. We made sure public housing residents
got jobs in construction, groundskeeping, and maintenance
throughout the redevelopment, and helped many of them become
homeowners through family self-sufficiency programs.

Success stories like these have been repeated around the country,
including in HOPE VI communities built or financed by Enterprise.
There is a way to do it right and to do it now, but it requires all
of us working together. This is what we hope to do at the Lafitte
Public Housing Development in New Orleans via phased develop-
ment together with our partner, Providence Community Housing.

So far, we have raised over $12.8 million in low-income tax cred-
its, which will roughly translate into $100 million in investment
equity for Lafitte, $27 million in CDBG grants, we conducted
charettes and planning sessions with former Lafitte residents, in-
cluding meeting with them in Houston. We secured over 200 offsite
properties that can be committed as replacement homes, and Provi-
dence has pledged $2.5 million in case management support. And
through phased redevelopment, using on- and off-site, we are pre-
pared to build replacement homes for the Lafitte redevelopment in
the Treme neighborhood, with replacement housing possibly com-
ing online in as early as within 9 months.

So we have three policy recommendations. First, we must adopt
the principle of comprehensive community development in the long-
term rebuilding of the Gulf Coast region. People can’t and won't re-
turn to communities that don’t offer quality education, health care,
mental health assistance, recreation, and out-of-school support for
children to keep them safe. This is true not only for low-income
people, but for attracting back the workforce of teachers, health
care professionals, librarians, carpenters, plumbers, and so many
others that the Gulf Coast needs to rebuild. That is why we work
not just to rebuild or repair what was lost, but to create economi-
cally diverse, healthy, and environmentally sound communities.

Second, we must make affordable housing finance work in the
Gulf Coast by drawing on the best practices from the last 30 years
to remove barriers and to solve problems. Many of the State’s poli-
cies, including those in the Road Home Program, to use CDBG for
renters and small landlords are sound policies, we just need to cut
the red tape and simplify implementation. We need to address the
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very real issues, the rise in insurance costs, construction, operating
costs, aging infrastructure, and certain needs for Federal subsidies
and flood elevation guidelines. We need to extend the placed-in-
service date for the GO Zone tax credits. We need your leadership
to pass affordable housing fund legislation and target the first re-
sources to the Gulf Coast, to set up an insurance pool or other risk
mitigation measures to solve some of these very difficult problems.

Finally, we need to make a commitment to help our most vulner-
able citizens, including the elderly and those living in public hous-
ing, to return. We recommend that HUD and all housing authori-
ties in the Gulf Coast region, if they have not yet done so, conduct
immediate relocation counseling to every displaced public housing
resident, enabling them to make choices and offering them the ab-
solute opportunity to come home to comparable or better housing,
paying comparable rents, consistent with the Federal Uniform Re-
location Act. We recommend that HUD and housing authorities
commit to one-for-one replacement of public and all HUD sub-
sidized housing in the Gulf Coast region, preserving affordability
even if we can’t physically preserve existing housing units. This
will take special allocation of resources beyond what we might have
already, but it absolutely can and must be done. And Enterprise is
prepared with our resources and expertise to be part of the solution
to partner with you and all of the good people on the ground with
our collective will to make it so.

Thank you very much.

[The prepared statement of Ms. Koo can be found on page 320
of the appendix.]

The CHAIRMAN. Thank you. Next, our return witness Mr. Derrick
Johnson, from the Mississippi Conference of the NAACP, who had
previously testified, I believe, before Ms. Waters. Mr. Johnson.

STATEMENT OF DERRICK JOHNSON, PRESIDENT, MISSISSIPPI
STATE CONFERENCE NAACP

Mr. JOHNSON. Good afternoon, and thank you, Chairman Frank
and members of this body, for allowing me to come before you. My
name is Derrick Johnson, and I am the state president for Mis-
sissippi NAACP. I will abbreviate my comments, as you have my
written statement.

NAACP was founded in 1909, and the Mississippi State Con-
ference NAACP has been active for over 62 years. One of the things
that I want to make clear today is that Mississippi in many ways
is just like New Orleans, we simply have three things that are dif-
ferent: One, we don’t have the large media that the New Orleans
media market have; two, we did not have the residual flooding;
and, three, our Governor had a better public relations firm than
Louisiana’s Governor. But otherwise, many of the issues that exist
in New Orleans also exist in Mississippi.

I am sure you heard of the damage that has taken place, not only
in Mississippi but across the coast, and by every means, Hurricane
Katrina is by far the worst natural disaster in the State’s history.
Shortly after Hurricane Katrina made landfall, the Governor of
Mississippi announced the formation of the Governor’s Commission
on Recovery, Rebuilding, and Renewal, of which I was later invited
to serve as a Vice Chair. The Commission’s final report to the Gov-
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ernor found among many things that they recognized the role of
personal assets that enabled people to survive, that recovery is im-
portant, and that the presence or absence of assets and insurance
on those assets would determine who can participate in the long-
term building in south Mississippi. Unfortunately, many individ-
uals who were most vulnerable before the hurricane are still left
out of the recovery effort in Mississippi. Many of the findings of the
Governor’s Commission report fell on deaf ears from the Executive
Branch. The Federal Government appropriated just under $5.1 bil-
lion in CDBG funds, which is an amount that is greater than the
total State budget of the State of Mississippi. However, those funds
were completely administered by the Executive Branch with no
provision for a State or Federal—under State or Federal law for
any oversight or input from our State legislators.

As a result, there have been numerous concerns raised about
contracts awarded to private companies to administer the CDBG
funds, including questions about a lucrative contract that a current
sitting State Senator received to administrate the CDBG funds.
With the requirements that 70 percent of CDBG funds be used to
benefit primarily low- and moderate-income persons being waived
by the Federal Government, Mississippi additionally instituted a
plan that provided no provision for home renters and other low-in-
come victims of the storm. The Executive Branch designed the Hur-
ricane Katrina grant program exclusively for Gulf Coast home-
owners and excluding home rentals. The program was highly
undersubscribed and only about half of those expected to apply did.
Today approximately 10,000 people have received checks amount-
ing to just under $680 million out of the $5.1 billion allocated to
the State. Through ongoing community pressures, however, the
Governor, after the November elections, mind you, decided to im-
plement a Phase II program that would include more people under
the plan, but still today home renters are completely left out of the
recovery process.

Affordability has emerged as the most prominent threat to the
rebuilding efforts on the Mississippi Gulf Coast. Insurance is un-
dermining the ability of individuals to rebuild. That has had an ef-
fect of monthly insurance payments increasing some $200 to $300
per month. Property values have also risen significantly since the
storm, making homeownership less attainable than prior to the
storm. All policies renewed, all insurance policies renewed and new
policies written by the Mississippi Windstorm Underwriting Asso-
ciation have experienced a 90 percent increase since October 2006,
and I will say, this is not an insurance committee hearing but this
is drastically affecting the ability for home renters and other low-
income individuals to rebuild because they can no longer afford the
insurance. In fact, even rental units cannot be rebuilt or repaired
because they cannot afford to carry the insurance for those rental
units. And homes valued at $100,000 with $40,000 in contract
would jump and yearly premium payments from just over $1,000
a year to $1,924 in insurance premium payments. Additionally,
homeowners are expected to have hazard insurance and flood in-
surance to go on top of that. Renters also face a unique set of cir-
cumstances considering affordable rental units may not be replaced
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one-for-one, as this requirement was waived by the supplemental
bill and the 2005 supplemental bill passed by Congress.

According to FEMA, estimates of nearly 6,000 rental units were
either severely damaged or destroyed, and there is no plan cur-
rently to replace those units. In fact, we have a unit in Gulfport,
Mississippi, that is currently being utilized that the Section 8 au-
thority that is overseeing it is slated to demolish those units in
which 400 individuals currently reside and redevelop as a mixed-
income development. According to a 2004 apartment survey con-
ducted by the Gulf Coast Regional Planning Committee, the aver-
age rent for a two-bedroom apartment in Gulfport and in Biloxi
was just under $600. Recent information collected from that same
body put those figures now close to $700 and in many situations
out of the range of Section 8 vouchers so the working poor on the
Gulf Coast do not qualify if they do not have the additional amount
to go with the voucher.

In addition to that, there are very few incentives to rebuild af-
fordable rental units on the coast. While significant levels of low-
income housing tax credits have been made available, there are
limited efforts to create units that are affordable for a family of
four with annual incomes below $37,500.

In closing, many of the situations that are highlighted in the four
panels that have come up today exist in Mississippi. And we are
asking this body that there needs to be a real investigation into
how CDBG funds were used, who received those private contracts
and the price gouging that the insurance industries are able to
have, to charge victims of the hurricane.

Thank you.

[The prepared statement of Mr. Johnson can be found on page
306 of the appendix.]

The CHAIRMAN. Thank you. Next is Mr. James Kelly, who is the
chief executive officer of the Catholic Charities Archdiocese of New
Orleans.

STATEMENT OF JAMES R. KELLY, CHIEF EXECUTIVE OFFICER,
CATHOLIC CHARITIES ARCHDIOCESE OF NEW ORLEANS

Mr. KeLLy. Thank you, Chairman Frank, Subcommittee Chair-
woman Waters, Ranking Member Biggert, and all of the other
members of the committee. I am Jim Kelly from New Orleans, CEO
of Catholic Charities, and CEO of the new Independent Catholic
housing initiative, Providence Community Housing.

In the past 17 months Catholic Charities has reached out and
served over 700,000 people. We have delivered 70 million pounds
of food and water, provided counseling and information to over
500,000 people and, through our emergency service centers, distrib-
uted millions of dollars in direct assistance to families in need.

Shortly after the storm, I attended the first trailer planning
meeting with FEMA. It became very clear to me that these FEMA
trailers were not going to be the answer to our housing crisis. A
group of Catholic organizations, charities, and CDC’s therefore
came together to see how we might bring people of all races, cul-
tures, faiths, incomes, and backgrounds home. Providence Commu-
nity Housing was formed with the mission of bringing home 20,000
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victims of Katrina by repairing, rebuilding, or developing 7,000
homes and apartments.

In partnership with Catholic Charities, and with the assistance
of 9,000 volunteers, we have since gutted over 800 homes and 800
apartments. Now we are assisting these low-income seniors to navi-
gate the Road Home Program. The system is painfully slow and
filled with legalese. Providence has taken to repairing the homes
and fronting the money to some of our elderly friends.

Whether you are staying in an overcrowded home with family or
in a trailer or in an apartment 80 miles from the job, the stress
and strain cannot be imagined. My friend Connie’s house flooded
on Banks Street in mid-city. She and her husband bounced around
until they moved in with her sister, sleeping on the two couches in
the living room. Finally, they got a trailer. These trailers are unbe-
lievably small and unbelievably cramped. Three months ago,
Connie’s husband had a heart attack. He recovered on his sister-
in-law’s couches. He won’t go back in the trailer.

In partnership with UJAMAA CDC, Mary Queen of Vietnam
CDC, Tulane/Canal CDC and a new Hispanic CDC, we have re-
cently launched a host of housing initiatives for families like
Connie’s in need of real housing. We are constantly exploring any
and all options to rebuild our homes and our neighborhoods. With
a recent award of GO Zone housing tax credits, we hope to soon
begin rebuilding 902 apartments for low-income seniors who des-
perately want to come home.

Insurance quotes are coming in at 400 to 600 percent over pre-
Katrina rates. We are hoping a special insurance fund can be es-
tablished. We are also hoping that HUD will award supplemental
income to project-based Section 8 contracts for properties like
these. If not, we will lack ample operating funds to open.

I thank you for your commitment to extend the placed-in-service
date of the tax credits. It will make the market less skittish, in-
creasing the possibility that many of our seniors and their children
and their grandchildren can come home. Providence, with our part-
ner Enterprise, is working on a plan that would phase the redevel-
opment of the Lafitte Public Housing Complex. We are anxious to
have residents return as soon as possible.

Last Thursday night, I attended a public meeting on the histor-
ical value of these buildings. Miss Johnson, a member of the Lafitte
Resident Council, asked if I would call her the next day, and so I
did. She asked me who all the people were at the meeting. She had
never seen many of them. I explained that many of them were
preservationists, and she said that they did not represent her. She
wanted to come home as soon as possible, but she also wanted new
homes and apartments for her family and friends like the ones
voted on in September at our week-long home planning charette
with 200 of her fellow residents. She did not want old obsolete
apartment buildings, but instead new singles and shotgun doubles
that were both apartments and homes. She wanted new apart-
ments that were larger and had more bedrooms and space for the
children.

I was shocked when a leading local preservationist told me re-
cently that a resident’s view or a resident’s vote should not matter
since they were only renters.
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I further explained to Miss Johnson that we were advocating for
a phased redevelopment where a large number of apartments
would be open immediately for those who wanted to come home
right now. Redevelopment of the new homes would then begin on
the other unoccupied blocks. I reminded her that when complete,
there would be a one-to-one replacement of all 900 subsidized units
plus 600 new homes for first-time homeowners on the site and in
the surrounding neighborhood.

I asked Miss Johnson, based on her knowledge, how many fami-
lies wanted to come home today. She thought between 300 and
400—“It is probably closer to 300.” This is the same number that
our resident outreach staff has estimated. The Times Picayune, our
local paper, has said it is a question of building it right or building
it fast. I do not believe that it is an either/or proposition. I believe
a phased redevelopment with full replacement is not the middle
ground but rather the right ground. It allows residents to come
home today while also allowing the building of healthy, diverse, vi-
brant communities where families and children are safe to dream
dreams that can come true.

Since my early days in the Superdome, we have been blessed by
so many across the country who have reached out to assist us. We
are most grateful for the support and funding received from Con-
gress. Sadly, the clear majority of these billions have not gone to
the rebuilding of our homes. A Gulf Coast Housing Trust Fund, ad-
ditional low-income housing tax credits, increased CDBG moneys,
a large supply of project-based Section 8, permanent supportive
housing vouchers and more funds for public housing will all be
needed if we are going to truly provide the opportunity, the right
for all our citizens to return.

Katrina has taught us that to be successful, we will need a spirit
of humility and collaboration. If we focus on the suffering victims
of Katrina whom we have been called to serve, then God, who loves
these families infinitely more than we do, will bless our efforts to-
gether. My gratitude to this committee for all you have done, and
will do, for the good and brave people of Louisiana.

Thank you.

[The prepared statement of Mr. Kelly can be found on page 316
of the appendix.]

The CHAIRMAN. Next, we have someone whose voice does count
here no matter what your preservationist friend thinks because she
is a resident, and had been a resident of public housing, and we
are grateful to her for sharing her views with us. Ms. Julie An-
drews, who is a spokesperson for Residents United, and a public
housing resident. Ms. Andrews.

STATEMENT OF JULIE M. ANDREWS, SPOKESPERSON FOR
RESIDENTS UNITED AND A PUBLIC HOUSING RESIDENT

Ms. ANDREWS. Thank you, Chairman Frank, Subcommittee
Chairwoman Waters, and everyone who is here today to hear our
testimony. We are Residents United—the residents of New Orleans
public housing. We need to come home in order to rebuild our cit-
ies, to embrace our communities, and to raise our children who are
being victimized in other cities.
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As displaced people, other poor and oppressed communities feel
we are taking something away from them. Their actions toward us
show this daily. We need to come home. When Mayor Ray Nagin
said, “Citizens, come home”, we thought we were citizens also.
Many people who were shipped across the country came from far
away with what little they had when they heard the Mayor’s mes-
sage, and we are again displaced.

Over 60 percent of the city properties remain damaged from Hur-
ricane Katrina. However, the majority of the livable units are in
public housing, and yet these units remain fenced off and boarded
up by the Housing Authority of New Orleans and HUD. While
other citizens were allowed to salvage their personal belongings,
our possessions were stolen and vandalized because we were not al-
lowed back.

Citizenship is not based, and should not be based, on home-
ownership. We are citizens, too. Employment opportunities right
now are very great in New Orleans. It is very hard to work in a
city where you don’t have a home to live. While billions of dollars
are given to contractors to pay employees who come from other
States and to house them in hotels, the Sheraton, the Marriott, all
over New Orleans, we, the working poor of New Orleans, are un-
able to come home, yet we are willing, we are ready, and we are
able to come home so we can rebuild our cities and our lives just
as our ancestors did years ago.

When opportunists come to New Orleans to exploit our liveli-
hoods with their visions of what the new post-Katrina city should
be like, and should look like, they “sour the gumbo.” We make New
Orleans what it is. The housing developments—the B.W. Coopers,
the C.J. Peetes, the Guste, the Iberville, the St. Thomas, the Flor-
ida, Fischer, Saint Bernard, the Lafitte, the Desire, and the scat-
tered sites all across New Orleans—we make New Orleans what it
is. We house over 5,100 families, and that is after the continued
failure of the Housing Authority of New Orleans. Today, many of
these units are livable, yet we are still locked out.

We would like to work with you to bring our residents home. We
are organized and we are asking that you join us to open all public
housing units. At this time the rich are getting richer and the poor
are becoming more oppressed and victimized by the vicious plot to
eliminate low-income people in New Orleans. Most of us are people
of color and we don’t appreciate this at all. It is discrimination, it
is an abomination, it is a sin for this to be happening to people in
this country that most people call great.

It is also an abomination to attempt to replace one race of people
with another for the sake of economic gain. The housing develop-
ments have been a safety net, protecting us against hurricanes,
and providing us with a community when no one else wanted us
in theirs. When they say, “We don’t want those project people here,
don’t give them Section 8; we don’t want them to live next to us”,
that means they don’t want our little Pontiac next to their Cadillac.
We know the hurt of that because we lived it there. Our people
want to come back to our communities, and we need this now more
than ever.

As displaced victims, our seniors are being denied a full range of
medical services, our children are being denied a safe haven for
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education, and we are being denied jobs. We want to come home.
Without this population of people, our communities remain deso-
late, our schools remain closed, and our businesses suffer, as so
many people have testified here today before you.

The cause and the cries of our people are deafening. We need to
come home. To be displaced in this wealthy country is an embar-
rassment to our government. The message that we are getting is
that America does not care about us. While the war in Iraq is going
on and billions of dollars are being spent there to restore the dam-
age that this country caused, how can we not take care of what is
going on right here in our home in this country?

We, as citizens of the United States of America, deserve the right
to return to our homes in New Orleans, to our culture, to our herit-
age, to our communities, to our families, and to our jobs. We want
to come home. We have been working diligently to stay in contact
with our residents and to contact even more residents on a daily
basis. As I must reiterate, their cries are—it is just—it is hard to
bear; every day people are calling and talking about the discrimina-
tion and the rejection and the things that are happening to them
in these other cities. It is just really—it is really hard. We pray
that you will work with us to provide a venue for our people to re-
turn to their homes. Our people have a dream that one day they
will say, “Home at last, home at last, thank God almighty, we are
home at last.”

HUD testified that they want to make things better for us. This
is not the time. We have people who are suffering, and this is not
the time. Help us bring our people home. Thank you.

[The prepared statement of Ms. Andrews can be found on page
160 of the appendix.]

The CHAIRMAN. Thank you, Ms. Andrews.

And next Ms. Margery Austin Turner, who is director of metro-
politan housing and communities for the Urban Institute.

STATEMENT OF MARGERY AUSTIN TURNER, DIRECTOR, MET-
ROPOLITAN HOUSING AND COMMUNITIES, THE URBAN IN-
STITUTE

Ms. AUSTIN TURNER. Thank you for the opportunity to be here.
New Orleans urgently needs to rebuild affordable rental housing or
its redevelopment as a city will be stunted and it will be inequi-
table. However, neither low-income families nor the communities in
which they live will be well served if affordable housing is rebuilt
exactly according to the patterns of the past.

Before Katrina, New Orleans exemplified some of the worst fail-
ures of Federal housing policy, isolating too many low-income fami-
lies in big projects that were earmarked exclusively for the poor
and were mismanaged by a dysfunctional housing authority. These
projects exacerbated racial segregation and isolation, they helped
create concentrations of minority poverty and distress and they po-
larized communities along lines of race and class. Going forward,
housing policies for the greater New Orleans region need to incor-
porate affordable housing in healthy mixed income neighborhoods
and redevelop the distressed neighborhoods into opportunity-rich
communities that welcome a mix of incomes, including families at
the lowest income levels. These income mixing strategies cannot be
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an excuse simply to displace low-income residents or to discard the
communities that they have built.

In that context, I would like to highlight five broad recommenda-
tions that are specific to Federal programs and policy. My written
testimony also includes some recommendations for State and local
action.

First, the Low Income Housing Tax Credit Program should be
used to expand affordable housing in healthy, opportunity-rich
neighborhoods, not concentrated in poor or distressed communities,
and as others have said, to ensure that a substantial share of the
LIHTC units are affordable to households with very low incomes,
the Housing Authority of New Orleans and other housing agencies
in the region should project base a portion of their vouchers in
these new developments.

Second, additional block grant funds and public housing re-
sources should be used to start acquiring and rehabbing small rent-
al properties and vacant single-family homes, bringing them back
into active use, and making them available for occupancy by lower
income households. This kind of scattered site approach has
worked in other cities. It has the potential to spur neighborhood re-
newal while making homes available for low-income families who
so desperately want to come back.

Third, the Housing Choice Voucher Program should be substan-
tially expanded, potentially with higher payment standards to re-
flect current rent levels. Clearly New Orleans needs more rental
housing production, but at the same time, even in the short term,
vouchers can help. They can provide the resources many low-in-
come families need to pay for housing that is at least closer to
where they want to be than they are now, bringing them back into
the greater New Orleans area to begin rebuilding their lives. From
this perspective, a new administrator of the voucher program, inde-
pendent of the housing authority, could substantially strengthen its
impact, especially if it is ready to fight those fair housing violations
that we heard about in the previous panel and convince more land-
lords about the need to participate in the program.

Fourth, public housing can and should be playing a much more
constructive role in the city’s recovery than it has been. We have
heard what a troubled reputation public housing has in New Orle-
ans, and residents are understandably distrustful of both the hous-
ing authority and HUD. Alternative receivership models offer the
promise of bringing in an administrator for the Public Housing Pro-
gram that is trustworthy, independent, and can be relied on to
start bringing the salvageable public housing units back online
quickly while also pursuing longer-term redevelopment strategies.

In that framework, HOPE VI and other public housing develop-
ment funds could ultimately be used according to the best practices
that are emerging in other places across the country. HOPE VI is
very controversial. It has not always been implemented well and it
hasn’t always been implemented in a way that protects the inter-
ests of the original residents, but it can do better. We are getting
experience from other places around the country about how effec-
tive leadership and respectful genuine resident involvement can
produce mixed income communities that really provide choices for
low-income families and protect their interests.
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Rebuilding New Orleans is the housing and urban development
challenge of a generation. No city operating on its own could tackle
this kind of challenge that New Orleans faces today. In his Sep-
tember 2005 address from Jackson Square, President Bush prom-
ised that we would do what it takes to help citizens rebuild their
communities and their lives. If this pledge is to be any more than
empty rhetoric, the Federal Government must show much greater
ingenuity and leadership than it has to date.

Thank you.

[The prepared statement of Ms. Austin Turner can be found on
page 385 of the appendix.]

The CHAIRMAN. Thank you. Next Ms. Judith Browne-Dianis, who
is the co-director of the Advancement Project.

STATEMENT OF JUDITH A. BROWNE-DIANIS, CO-DIRECTOR,
ADVANCEMENT PROJECT

Ms. BROWNE-DIANIS. Thank you, Chairman Frank, for the oppor-
tunity to speak, and I would also like to specially acknowledge Ms.
Waters for all of the wonderful work she has done to try to reach
a resolution around the public housing issue. My name is Judith
Browne-Dianis, and I am co-director of the Advancement Project,
as well as counsel for the public housing residents in New Orleans
in their lawsuit against HUD and HANO.

I am here on behalf of my clients, the more than 4,000 African
American families who remain displaced from New Orleans more
than 17 months after the storm because of the Federal housing re-
sponse which was to lock them out of their homes and prevent
their return to New Orleans. Today joining me are residents of
New Orleans’s public housing who are wearing orange shirts that
represent the bricks that are sturdy and strong and still standing
in New Orleans. They traveled here as representatives of their
families, neighbors, and friends, in urging you to support their im-
mediate right to return.

Prior to Katrina, there were 5,100 families living in public hous-
ing. On August 29, 2005, these families were ordered to evacuate.
Like thousands of other evacuees, they expected to return when the
mandatory evacuation was lifted. Their expectation was reason-
able; most of their homes sustained little damage. Today most of
these families are still waiting to come home and they want to re-
turn.

Congress recognized that this is a crisis, not an opportunity. Con-
gress directed HUD to preserve to the extent possible all public
housing in areas affected by Hurricanes Katrina and Rita. More-
over, Congress appropriated funds for this mandate, permitting
fungibility between public housing and voucher funds through Sec-
tion 901 of the December 2005 supplemental bill. HUD has, for the
most part, ignored Congress and, in fact, has done the exact oppo-
site.

In its initial assessment after Hurricane Katrina, HANO deter-
mined that Iberville, C.J. Peete, Lafitte, and B.W. Cooper experi-
enced minor to moderate damage. Saint Bernard, Florida, and De-
sire sustained some severe damage. HANO announced that they in-
tended to clean, repair, and open Iberville, C.J. Peete, B.W. Cooper,
and Lafitte. That was their first assessment, but it has been a mov-
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ing target. As the one-year anniversary of Katrina approached, the
promises remained unfulfilled and appeared to be retracted. During
the following months, HANO boarded up and fenced off several de-
velopments. These were developments that they had no plan to re-
develop prior to Hurricane Katrina.

Then, HUD made known its objective. On June 14, 2006, Sec-
retary Jackson announced a plan to demolish four of New Orleans’
largest developments with more than 5,000 units among them. The
plan would constitute the largest demolition in the City’s history,
destroying 70 percent of New Orleans public housing stock, which
totaled 7,100 units.

HUD said now that, in fact, the damage was moderate to severe,
despite the prior acknowledgment that there was only minor water
damage and many could have been habitable again once repaired.
Today, I heard them say that they are beyond repair, again a mov-
ing target of excuses.

Further, HUD and HANO moved forward with plans of redevel-
opment, despite the fact it is much cheaper to repair units than de-
molish and rebuild them. The justification proffered for the demoli-
tion is questionable. Documents obtained from HANO indicate that
HUD and HANO misled the public to justify their plans.

Officials drafting talking points for their plan about Lafitte, Wil-
liam Thorson, who is the receiver of HANO, a HUD employee, rec-
ommended that the staff take photos of the worst of the worst, pic-
tures are worth a thousand words, and to check the presence of
lead, apparently not to evaluate safety but to justify its demolition
plans, even though they knew that the per unit cost of repairs is
relatively low. This is in their documents.

Thorson also directed staff to use scare tactics by using news ar-
ticles about murders at another development, with the idea that re-
opening Lafitte as before would create another Arborville.

In another instance, HUD admits that the interior damage to
C.J. Peete was minimal, and overall it was moderate to the build-
ing, but makes note that the vacant property has become a prime
location for retail and residential development.

HUD'’s plan is clearly not about the habitability and the cost of
repairs, nor is HUD concerned about the immediate affordable
housing crisis or the despair of displaced survivors of Hurricane
Katrina. Many observers believe this is about race, class, and
prime land.

At the anniversary of Hurricane Katrina, they announced that
they would open 2,000 units. They moved that—by August, they
moved that date back to September. They moved that date back to
December. Here we are in February, 2007, and only 1,100 units
have been opened.

By law, they are required to consult with residents of public
housing. To date, they did not do what they were required. What
they did was hold one public meeting with all residents of public
gouiing, and, in fact, the documents show that they didn’t want to

o that.

Our experts say these buildings are habitable. Our experts say
that replacement with contemporary construction would yield
buildings of lower quality and shorter lifetime duration. The origi-
nal construction methods and materials of these projects are far su-
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perior in their resistance to hurricane conditions than typical new
construction.

We ask that you help us to return our clients to their homes.
Right now is not a time for redeveloping. There is no housing avail-
able, the vouchers can’t be used, there are no vacancies, the rents
are sky high, and the people want to return.

[The prepared statement of Ms. Browne-Dianis can be found on
page 180 of the appendix.]

The CHAIRMAN. Mr. Baker, who had been very diligent, did have
a 5:30 appointment he had to go to.

Next, the final witness is Martha Kegel, the executive director of
UNITY of Greater New Orleans.

STATEMENT OF MARTHA J. KEGEL, EXECUTIVE DIRECTOR,
UNITY OF GREATER ORLEANS

Ms. KEGEL. Thank you very much, Chairman Frank, and mem-
bers of the committee. Thank you for inviting me to testify today
on behalf of the most vulnerable victims of these disaster.

I represent a collaborative of 60 nonprofit and governmental
agencies that provide housing and services to people experiencing
homelessness in New Orleans and neighboring Jefferson Parish.

Almost 18 months after the catastrophic levee failures, the hous-
ing situation for the most vulnerable, poorest people in New Orle-
ans is bleak and indeed desperate. We estimate, based on accounts
from our agencies as well as outreach workers, that there are a
minimum of 12,000 people who are literally homeless on any given
night in New Orleans. Those people are living in abandoned hous-
ing, on the street, in cars, and in housing designated for the home-
less. Many of them are elderly, and many of them are people with
severe mental and physical disabilities.

Before Katrina, we did not see people over the age of 65 living
literally on the streets or in abandoned housing. Now it is a very
common instance for our outreach workers to find people in their
70’s and 80’s living in abandoned housing in New Orleans because
of the extreme lack of affordable housing.

There has been a crisis of mental illness overtaking the city as
people are struggling with depression. There has been a crisis of
substance abuse taking over the city as people cope with the very
uncertain, anxiety-producing conditions, and those conditions are
affecting the homeless population in particular.

So you are dealing with a very vulnerable population of home-
less, and I am not even counting the untold thousands of people
who are at great risk of homelessness because they are paying
unaffordable rents. Rents have skyrocketed in the tight housing
market since Katrina.

We have families now not just doubled up, but tripled and quad-
rupled up, because of the scarce housing. We have people who are
living in housing that has no utilities, no kitchen, and no bath-
room.

So I am not even counting those people in the 12,000, nor am I
counting the people living in FEMA trailers, and I am not counting
the people who are calling our agencies on a daily basis begging to
come home, but that cannot find affordable housing.
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We decided very early on that the most vulnerable people must
not be left behind in the recovery of New Orleans, and we have
dedicated ourselves to that cause. And so for that reason we joined
together with the National Alliance to End Homelessness and
many partner local, State, and national organizations to create the
Louisiana Supportive Housing Initiative, specifically for the most
vulnerable victims of this disaster.

To the State’s credit, they have included a 3,000-unit goal for
permanent supportive housing in the Louisiana Road Home plan.
That is one of the most progressive policies embodied in that pro-
gram, and we are very proud of that and proud that it is a central
feature of that program.

As you know, permanent supportive housing is an evidence-based
practice for people with disabilities who are homeless or at risk of
homelessness. It combines affordable apartments with supportive
services right onsite so that people can become stable tenants and
productive members of the community again. But in order to make
%lhils initiative a reality, we are going to need Congress’s additional

elp.

First of all—I am going to be very specific—we need 3,000 ten-
ant—I am sorry, 3,000 project-based rental vouchers. Because with-
out those rental vouchers we have no permanent supportive hous-
ing. Without those rental subsidies the very people for whom this
initiative was intended will not be able to get access to these units.

Secondly, we need more GO-Zone low-income housing tax credits.
As you have heard, the number of affordable apartments that are
going to be created by the GO-Zone low-income housing tax credits
in Louisiana is only half of what was anticipated, and that is be-
cause HUD has taken a lot of those units for redevelopment of
their own projects. It is also because the construction and insur-
ance costs have skyrocketed far beyond anyone’s anticipation.

We also are going to need additional acquisition funds earmarked
for nonprofits and additional gap financing earmark for nonprofits
so that nonprofits can develop some of this permanent supportive
housing. If we want the most vulnerable people, particularly the
chronically homeless and people with severe mental illness, sub-
stance addiction, other severe problems, to be able to have access
to these units, we need the nonprofit organizations that are most
dedicated to these populations to be able to build the housing.

So I thank you so much as a New Orleanian for your commit-
ment to rebuilding our city and to make it a more inclusive place
that provides a home for everyone.

Thank you.

[The prepared statement of Ms. Kegel can be found on page 312
of the appendix.]

The CHAIRMAN. I thank the panel. This again has continued to
be of great use, and I guarantee you that we are writing a bill as
we listen to you.

I am going to turn now to the gentlewoman from California. I am
going to waive my 5 minutes and turn to the gentlewoman, who
is correctly identified by Ms. Browne for the leadership role she has
been playing.

Ms. WATERS. I have so many questions, but let me start with
that first witness from Enterprise, who testified about Lafitte.
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You have been advancing the idea that you could do phased rede-
velopment at Lafitte and that you have acquired some 200 prop-
erties in the area and that you can provide the kind of social serv-
ices of a model type program that will assist residents in getting
jobs, job training, health care, and all of that. Some people are ask-
ing why you chose Lafitte. That is the best of the housing project
properties and with the least damage and that is the one where we
could return the most people at this time. Why did you choose La-
fitte?

Ms. Koo. Thank you, Chairwoman Waters.

Development is place-based and you have in this situation a very
important first experiment, where the success will show that it is
workable, restore hope and people will continue to invest in New
Orleans, and if you fail, will forever doom the development commu-
nity and investor confidence.

We chose Treme as the community to put our attention to partly
because it is the historic neighborhood of African Americans. It is
located outside of the French Quarter, with easy access to employ-
ment opportunities, and it is on relatively high ground. It took
water, but it didn’t take 12 feet of water.

Ms. WATERS. How many units would you lose in this phased re-
development in the actual housing project boundaries as we know
it, not counting the 200 units that you are talking about outside
of the project area?

Ms. Koo. We are proposing to reduce the density so that there
will be about 600 units, 5- or 600 units back on site; and then we
would have about—

Mr. WATERS. How many are there now?

Ms. Koo. 856.

Ms. WATERS. How many would—

Ms. Koo. Then the offsite will take on all the one-for-one replace-
ment plus 600 new additional first-time homebuyers’ homes using
a lot of the blighted lots currently existing in the neighborhood of
Treme.

Ms. WATERS. You stated that you had talked with residents. You
went to Dallas? Houston? Where did you talk to these residents?

Ms. Koo. I will defer to Jim, but we held week-long trips back
in September, I believe, and then subsequently took a trip to Hous-
ton.

Mr. KELLY. That is correct. We have reached by phone, by sur-
vey, and by direct contact, approximately 700 of the residents.

Ms. WATERS. You are saying that these are predominantly Afri-
can American residents—

Mr. KELLY. Absolutely.

Ms. WATERS. —who have—in what is a historical area where
they are saying they are willing to support a project like Enterprise
is proposing?

Ms. Koo. Yes.

Mr. KELLY. As I mentioned in my remarks, in a phased develop-
ment where people can come home first and then you can do devel-
opment after that. So it is a both/and, it is not an either/or. Let
the residents come home—if there is 3-, 400, let them come home
and then do phased development on the other properties.
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Ms. WATERS. Let me ask our resident who testified, Julie An-
drews, about the development that is being described by Enterprise
where they are representing that they have talked to residents,
that they will make it a better community with all the services to
go along with it, etc., what is wrong with that?

Ms. ANDREWS. This company came in by night. If they have a
real interest in bringing the residents home, not just 2-, 3- or 400,
let all of them come home and let them continue to work with each
other to plan their own communities.

Ms. WATERS. So what you are saying is that you don’t support
phased development. You would allow everybody at Lafitte who
wanted to return—even if it was beyond 3- or 400, 500, 600, every-
body who wants to come home should be able to come home and
return. And what do you say about development, period? Are you
saying that there should be no development on the Lafitte site?

Ms. ANDREWS. There should be no demolition. Development, we
need our people home now before they die. After the residents come
home and we have exhausted the lengthy waiting list with the
Housing Authority who have been there for over 10 years, then we
can talk about de-densifying the developments. But there is an ur-
gent need for housing in New Orleans, and until you open up the
housing developments, you are going to constantly hear the cries
of just renters who cannot afford housing because the vouchers are
demanding high rents in New Orleans. We need the developments
open.

Ms. WATERS. Let me ask our representative Ms. Browne from the
Advancement Project, has HUD cooperated with you in helping you
to know where all of the residents are so that you can talk with
them? They claim that they are contacting them and that they are
coming up with the numbers who want to return, who don’t want
to return. You have no way of verifying that. What do you need
from HUD in order to do that?

Ms. BROWNE-DIANIS. In order for us to speak with our clients, we
need the information about where our clients are to get their cur-
rent contact information.

We also would like to do a survey that would be a survey by a
third party that would be agreed upon, that would be trusted by
residents so that they could be contacted to find out whether or not
people want to come home and when they would come home. But
we have not received any cooperation from them in providing infor-
mation about the clients’ whereabouts.

Ms. WATERS. Finally, do you agree that bringing everybody home
who wants to come home, and not moving forward with any phased
development until you have an opportunity to talk with the resi-
dents, to get them involved and see what their ideas are about the
future of these public housing developments, is that what you are
recommending?

Ms. BROWNE-DIANIS. That is what we are recommending. That is
how it is done in other cities. They don’t use a disaster as an ex-
cuse, but the residents have to be at the table so they can figure
out what their future is going to look like.

Ms. WATERS. Would you include in the definition of the residents
not only those people who are returning but those people who are
on the waiting list, who have been waiting to get into public hous-
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ing that has been boarded up and not in use? Would you consider
that it would make good sense to open up—repair those units, open
it up, reduce that waiting list, and then let’s talk?

Ms. BROWN-DIANIS. Yes. There are, I think, about 6,900 families
who were on the waiting list for public housing units, another
about 11,000 that were on the list for Section 8 vouchers, and they
should be given places, in addition to which we can’t ignore the fact
there may be more families who are in need of affordable housing
than there were pre-Katrina.

Ms. WATERS. Thank you very much.

The CHAIRMAN. The gentleman from North Carolina.

Mr. WATT. Thank you, Mr. Chairman.

Ms. Browne-Dianis—

Ms. BROWNE-DIANIS. Browne is fine, Mr. Watt.

Mr. WATT. I am looking at page 4 of your testimony and just
want to get the source of the information. Actually, I guess you in-
dicate that the source is HUD.

Ms. BROWNE-D1aNIS. HUD, yes.

Mr. WATT. HUD has estimated that the cost to repair Lafitte is
$20 million. The cost to completely overhaul the development is
$85 million. The estimated cost for demolishing and rebuilding La-
fitte is $100 million.

Ms. BROWNE-DIANIS. Yes. Those are all HUD’s numbers.

Mr. WATT. That is their numbers.

Ms. Koo.

Ms. Koo. Yes, sir.

Mr. WaTT. What is the projected cost of your development?

Ms. K0o0. Our development includes more than replacing one-for-
one but introducing—

Mr. WATT. I didn’t ask that. I just asked you what the cost of
whatever it is you are proposing.

Ms. Koo. It would be around $180 million in all.

Mr. WATT. The minimum cost to HUD would be $20 million, and
if they did—your plan would be $180 million.

Ms. Koo. HUD would only contribute about $15 million into the
development because of the leveraging factor.

Mr. WATT. What would be the development timeframe for your
development?

Ms. Koo. With phased development, our proposal is to bring resi-
dents home to a section of the site and then leave some room for
staging and immediately begin building on half of the site. The in-
frastructure underground is—

Mr. WATT. Ms. Koo, you are following the HUD theory of answer-
ing now.

Ms. Koo. Okay.

Mr. WATT. Please just answer the question that I ask you, if you
don’t mind, because I don’t have time, understand?

Ms. Koo. Yes, sir, I understand.

Mr. WATT. What would be the timeframe for your development?

Ms. Koo. Within 9 months, there will be off-site replacement
housing available; within 12 to 15 months, we would see the first
beginnings of the permanent new units onsite.

Mr. WATT. Ms. Browne, how long would it take to do the $20 mil-
lion repair?
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Ms. BROWNE-DIANIS. Although I am not a developer or an archi-
tect, our architect has said that basically what needs to be done in
Lafitte, especially, since the first floor units were the only ones
that received flooding, is to get the baseboards done, and get new
flooring, paint jobs, and mold removal. They say that for each
unit—I can’t give you the estimate, but it probably would take
them 3 months to do it.

Mr. WATT. Ms. Koo, have you included in your development cost,
the cost, $180 million, the cost of continuing to pay for all of these
residents wherever they are scattered throughout, or is this devel-
opment cost that you are talking about?

Ms. Koo. No, that would be HUD’s responsibility.

Mr. WATT. So that is not included in the $180 million that is
your development cost. That cost of continuing to pay for hotel
rooms or other things would be in addition to the $180 million.

Ms. Koo. That is correct.

Mr. WATT. All right. I am just trying to get a better feel for—
so we have 3 months rehab time versus—well, I don’t know, what
would it take? You have a phased development. What is the—over
what period is the entire phasing going to take place to get the
400-some residents back, as opposed to 600-some residents back?

Ms. Koo. The entire phase will include 1,600 units that would
cost $180 million, and we project completion by 2010 and—

Mr. WATT. So 2%2 more years.

Ms. Koo. For the whole 1,600 units. But because the phased de-
velopment—

Mr. WATT. When you have done all of that, how many of the pub-
lic housing residents are back in this facility if they choose to do
that?

Ms. Koo. There will be one-for-one replacement. Up to 900 public
housing units will be rebuilt as part of the 1,600.

Mr. WATT. Some off-site.

Ms. Koo. Some off-site on single family lots.

Mr. WATT. How many off-site and how many on the Lafitte site?

Ms. Koo. Perhaps half-and-half.

The CHAIRMAN. I thank the gentleman.

I am just going to ask a question but also make a plea to all my
friends who are developers—I work with them—but when we talk
about replacement housing and phasing, can we see a project in
which Phase I is new housing and then start moving people? I am
waiting for where the first phase is the creation of additional units.
Because we can talk about minimizing the displacement, but I will
give a prize, within the ethics rules, which will make it pretty
cheesy, to anybody who will come up with a plan for phased devel-
opment in which Phase I is additional housing for low-income peo-
ple and then we can start doing the other staff.

Yes, Ms. Andrews.

Ms. ANDREWS. Chairman, currently, we have several housing de-
velopments that have space already leveled to build that additional
housing. We need additional public housing units on Desire, on
Peete, and on Guste, which is under construction, Imperial Drive.
Of course, some of the others, because of Housing Authority ne-
glect, are gone.
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But what I hear today, when you talk about leveraging moneys
to build developments, you start getting into private management.
It does not work. It is not effective for the people. It only makes
the rich richer and the poor more dependent.

The CHAIRMAN. I think we need a mix. I do want to—

One of the things that ought to come out of this is that public
housing is a good thing. People live there voluntarily because it is
better than anything else they can get, and we should reverse the
tendency that we have seen, including the President’s current
budget, which makes severe cuts in public housing.

We build these units—society built units that were too dense in
the first place, and then it didn’t provide any services for people
who live there, and then they gave too little money to the people
running the place. So—big surprise—they became run down. Then
we blame people for living in rundown places that we built and
helped run down. Let me get in the spirit of New Orleans: Quelle
surprise.

What we have to do now is to recognize that we can do public
housing well. I think it would be a mistake to rule out some private
housing. We have the people at NHP here. Mr. Mehreteab and his
organization maintain some very good units in my area. There is
a mix.

When we talk about leverage, we talk about finding ways that
we can make the public money go further by combining it with
some private money; and I think that can be—if it is done right—
be beneficial.

Yes.

Ms. ANDREWS. I am sorry to hog the microphone, but the Guste
highrise in New Orleans is a perfect example of how resident man-
agement works. We have worked hard over decades of time to have
this happen, only to have these people take it away.

The CHAIRMAN. Ms. Andrews, first of all, I may be older than I
look, but the first resident management public housing, I believe,
in the United States was Bromley Heath in the City of Boston in
1969. I was the assistant to the mayor of Boston, and I continue
to be in touch with the people where we did that.

I agree with that, but I think you can go along with it with other
factors. But I just—you say that there is vacant land now to build
some housing. I agree with that, and we should build some hous-
ing, and I want to tell everybody, let’s build the additional units
we need as the first phase of this before we start moving everybody
else out.

I will now go to the gentleman from Missouri.

Mr. CrAY. Ms. Koo, I am familiar with Enterprise’s good work in
my district to build strong, healthy communities. How will you
bring this expertise there in rebuilding the Gulf Coast community
and can you give me some examples of what a new development
would look like? And please explain why you would use phased de-
velopment.

Ms. Koo. Thank you, Congressman Clay.

Our approach is very simple. We look for local partners who
could be on the ground caring for those units, perhaps working
with residents to develop alternative management efforts involving
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residents, as well bringing investors into supporting those develop-
ments.

I think Chairman Frank is right. If you want to build everything
on Federal dollars, there is not ever going to be enough money to
do it. Our success has been the leveraging factor, and the
leveraging factor does not need to mean giving up mission. We
have done it in many communities, in St. Louis, for example, where
the very-low-income get to return and live in a better community
than ever before because of support services.

The phased development approach is forced by the issue of not
having enough money to do everything that we feel is the right
thing to do. It will take a lot more resources, Chairman Frank, to
build new units on the vacant land, to fix up existing units and to
replace everything, and that can be done with your help, with re-
sources, with leverage fund legislation, but in the spirit of doing
the best with what we have using low-income tax credit, using
foundation funding, which we raised $5 million from the get-go to
increase the capacity of low-income housing providers and helping
housing authorities like in Biloxi, Mississippi, and elsewhere to buy
land and plan affordable housing.

We have a pipeline now of about 2,500 units that will come into
service within the next 9 to 12 months. So we are encouraged by
that kind of response and want to get your support to do more.

Mr. CLAY. You are actually talking about programs that you
have tried, that have worked, that have been a collaboration of dif-
ferent interest groups that have come together.

Ms. Koo. Absolutely.

Mr. CrAY. Thank you for that response.

Let me ask, Ms. Andrews, Ms. Dianis, and Ms. Kegel, what has
been the cooperation of local and State elected officials in New Or-
leans with your groups? Real quickly, if you could give me a de-
scription of what has happened.

Ms. ANDREWS. The Housing Authority of New Orleans is being,
in their words, nonresponsive. The other agencies are being—they
are ghosts. They are not there.

The CHAIRMAN. Ms. Andrews, am I correct that the Housing Au-
thority of New Orleans is not a locally elected body? It is run by
HUD, am I correct?

Ms. ANDREWS. Yes, it is.

The CHAIRMAN. The Housing Authority is a HUD agency.

Ms. ANDREWS. They are being also non-responsive.

The CHAIRMAN. Once again, quelle surprise.

Mr. CrAaY. Ms. Turner, you may answer if you have an experience
and go down the line.

Ms. TURNER. Clearly, the Housing Authority is HUD, and they
are completely lacking in credibility among residents and other
low-income households.

In addition, I think, the discriminatory responses of some of the
parishes in the greater New Orleans area is another serious issue
raised in the last panel that is undermining the ability of the re-
gion to recover and low-income families to return.

Ms. BROWNE-DIANIS. Locally, I think the thing that is happening
is that this is a political hot potato. No one is talking about it. The
mayor doesn’t want to talk about it. The city council doesn’t want
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to talk about it. Local elected officials at the State level do not
want to talk about this. Because this is a battle between their con-
stituents and their money. So no one is addressing the issue. The
silence has been deafening.

Mr. CrAY. Thank you for that response.

Ms. Kegel.

Ms. KEGEL. We were created as a public-private partnership so
we have a good working relationship with Neighborhood One,
which is the city government housing agency; and, also, in recent
years, we have had a very good relationship with HANO, and we
have enjoyed support from the LRA. But, having said all that, I can
say that the population that I represent never seems to rise to the
top of anyone’s priorities. There are always competing interests and
it is hard to get the resources that we need for the most vulnerable
people.

Mr. CrAy. I thank you all for your responses, and I yield back
my time.

The CHAIRMAN. The gentleman from Texas.

Mr. GREEN. Thank you, Mr. Chairman.

Let’s talk for just a moment, if we may, about the 66,000 Asian
Americans who are impacted by Katrina and Rita, 17,000 of whom
are limited English proficient. My assumption is that there are
some unique problems associated with trying to service this con-
stituency, and I would like for some of you, if you would, to please
comment on the problems that you have encountered.

I mention this because I am proud to see that the NAACP is
here. I am a former branch president. But I now serve as a Chair
of the Congressional Asian Pacific American Caucus Katrina Com-
mittee Task Force, if you will, and one of the things that we have
noticed is that we have to really make it clear to people that Asian
Americans have been adversely impacted by these devastating hur-
ricanes.

So let’s start, if we can, with Ms. Koo.

Ms. Koo. Thank you, Congressman Green, and we really appre-
ciate your sensitivity on that question.

Asian Americans represent a largely immigrant community
where language is a hardship. What is on their side is motivation
and a determination to succeed. When I talked to some of the dis-
placed members, they said, a hurricane is nothing new; we ran
away from war and we rebuilt. In a sense, they were the least de-
pendent on government and the least expecting government to help
them.

In the instance of the Vietnamese American community in east
New Orleans, within 6 months of the hurricane the entire commu-
nity was back because they gutted their own homes and each oth-
ers’ homes. Through the work of Providence Community Housing
and Enterprise we assisted them in filing an application for low-
income housing tax credits to plan the first retirement community
to serve the elderly in their communities.

But they do need a lot of help. They do not understand tax laws.
They do not understand funding complexities. And in Biloxi, Mis-
sissippi, east Biloxi, displaced Vietnamese fishermen continue to
search for a means of livelihood.
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I personally understand, because there is a big Vietnamese com-
munity based in Houston, Texas, who are opening their homes and
their hearts to displaced residents.

So, very quickly, it would be incumbent on all of us and govern-
ment officials to make sure that language does not become yet an-
other burden to the recovery efforts of these communities. We need
to be very sensitive to small business loans and to help the small
venture capitalists to start up, whether it is growing vegetables in
the market, or opening their restaurants back up, and housing is
fundamental and key.

So our effort in New Orleans will include working with that com-
munity. Thank you for your inquiry.

Mr. GREEN. Thank you.

Mr. Kelly, would you like to respond.

Mr. KELLY. I would add that we provided a tremendous amount
of case management support services to and with the Vietnamese
community, and we have also helped them form their own CDC as
they try to ratchet up and do more housing in the future.

Mr. GREEN. One final question, and this one will be for Mr. John-
son. Mr. Johnson, you referenced a city that has an ordinance that
requires persons to lease only to relatives. Is this correct? Who is
it—

The CHAIRMAN. Mr. Perry in the previous panel. That was Mr.
Perry in the town of Saint Bernard Parish.

Mr. GREEN. As he is not here, I will yield back my time.

The CHAIRMAN. Next is the gentleman from Missouri, Mr. Cleav-
er.
Mr. CLEAVER. Mr. Johnson, one of the requirements of Federal
statutes with regard to community development block grant is that
HUD is to hold public hearings in areas prior to spending of CDBG
dollars, and I am curious, based on some of the comments I have
heard from some of the activists, whether or not those hearings
have in fact taken place.

Mr. JOHNSON. The requirement to hold public hearings was re-
laxed when the 2005 supplemental bill was passed. It allowed the
State officials to create a public comment period to determine and
allow the community to have input.

During the first public comment period, we were able to organize
individuals, sending over 3,000 letters objecting to Phase I of the
use of the CDBG funds, which completely excluded home renters,
senior citizens on fixed incomes, and the disabled community. That
was completely ignored.

We followed that up with a meeting with HUD and also pro-
viding them with those same letters suggesting that they should
not waive the requirement that funds be used for low- to moderate-
income individuals, and that was also ignored.

It was not until the anniversary of Katrina and with the media
frenzy that came to the State that it was recognized that only 75
checks had been issued from the State of Mississippi and contracts
had gone to lawmakers, a particular State Senator, that they began
to expedite the process and increase the amount of money awarded
to homeowners and they finally began to get checks out of the door.
And it wasn’t until after the election that they created a Phase II.

Mr. CLEAVER. So there were no public hearings.
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Mr. JOHNSON. There were no public hearings.

Mr. CLEAVER. I don’t recall—I will check when I get back to the
office—that when we approved the money for Katrina that there
was—I don’t remember anything related to a relaxation of the re-
quirements for a public hearing, which I will check, and in cities
there has to be a major public hearing before the annual commu-
nity development dollars are voted on by any city council. I remem-
ber specifically asking the question of the Secretary of HUD, sitting
in the exact chair where you are sitting, whether or not we were
going to have a public hearing. I was assured that we were.

When Chairwoman Maxine Waters took her committee to New
Orleans and Louisiana, I asked the question of the HUD represent-
ative at the meeting whether or not there were going to be public
hearings. He told me yes. And, as I suspected, you are saying that
didn’t happen.

Mr. JOHNSON. Only a public comment period, not a hearing.

Mr. CLEAVER. Thank you.

My other concern—the gentleman isn’t here. He raised a ques-
tion today about public housing, and he didn’t live in it, and he
didn’t understand why people wanted to go back to the way it was,
and he failed—and I am talking to myself now—he didn’t under-
stand that people don’t trust HUD, and it has nothing to do with
going back to things the way they were. People don’t trust HUD,
and I don’t think they should trust—I mean, the Federal Govern-
ment is not trusted.

In 1991, there was a decision made to build a Capitol Visitors
Center, and the cost was $79 million, and there was a $200,000 ini-
tial allocation to study the project. That was in 1991. In 2000, the
construction started. At that time, it was about $300 million, and
today it is still not finished, and the cost is $560 million.

So when somebody tells me, as I was told by the gentleman
today from HUD, that we will have the new development in 2
years, I don’t put my tooth under the pillow anymore, because I
don’t think the tooth fairy will deliver, and I don’t think that HUD
is going to deliver, either.

I am speaking out of frustration. The gentleman is gone who
raised the issue, but I understand your frustration as well.

And it seems to me, Ms. Browne-Dianis—anybody can answer
this question—the problem with HUD running the Housing Au-
thority has to be addressed, because you can’t expect the agency
that has failed, to unfail. And it seems to me that if we are going
to try to really address this problem that one of the things that
must be fixed quickly is either a receivership or the Housing Au-
thority—and you probably won’t like this part—will have to be
turned over, as it is in most cities, to the mayor. Because—

Listen, I am just telling you the way it happens. But the problem
is, if you are saying that HUD—that you don’t trust HUD, which
I don’t either, especially under the current arrangements, then we
have almost an insolvable problem expecting somebody to fix the
problem who helped break it.

I am finished.

The CHAIRMAN. As we move on, the gentleman from Minnesota,
one of our new members has been patient.
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I will just make two comments. His analogy to the Capitol Visi-
tors Center is not complete to what we are talking about here be-
cause, for that to be complete, the people building the Capitol Visi-
tors Center would have had to first move Congress to another loca-
tion and promise us that we could move back when it was finished.
We were smart enough not to subject ourselves to the promise that
you will be able to come back when it is finished, that we think
it is okay for poor people, but we don’t buy that ourselves. That is
one thing.

The other thing I would say is that when people cast doubt on
why people would want to live in public housing—and we know we
have waiting lists. I have always thought the greatest political wis-
dom, given the world of limited choices, was expressed by a philoso-
pher named Henny Youngman in his very famous line, “How is
your wife?” “Compared to what?” People are living in public hous-
ing and other people don’t like it, well, compared to what?

I will say, to update that in recognition of my State of Massachu-
se}‘its,?l now personally say, “How is your husband?” “Compared to
what?”

With that, I will now turn to my colleague, the gentleman from
Minnesota. I do want to say we appreciate you staying. Frankly,
it is somewhat unusual, 872 hours after we started this, you still
have a large number of Members of Congress here, and that is a
promise to you that you have reached the top of our agenda. And
this subcommittee, before the spring is over, will be bringing for-
ward legislation responsive to what we have heard today. The gen-
tlewoman from California will be chairing that in our sub-
committee, so this is time that you will find is well spent.

The gentlemen from Minnesota.

Mr. ELLISON. Mr. Chairman, today my mission was to listen
much more than talk. I really don’t have any questions. I just want
to express my appreciation to you and the gentlelady from Cali-
fornia for your leadership in this area, but mostly I want to express
my admiration and respect for all of you who have come here today
to tell us what we really need to be thinking about in terms of ad-
dressing this situation involving Katrina.

I have said consistently that what started out at as a national
disaster has ripened into a political disaster, and it shouldn’t be
that way. So stick to it.

I was in and out a lot today, but I was listening to every word,
even when I was back in the other room, and I look forward to
working constructively with you.

But I guess the one question I would have is, Ms. Andrews, I
mean, I heard you say that HUD has been non-responsive. We
have seen testimony today from HUD and other agencies. Do you
have any suggestion as to—this might be a bizarre question, but
you have been eloquent and thoughtful, and I thought I would ask
you your opinion. Do you have any ideas as to what you might rec-
ommend to us to help break the logjam?

Ms. ANDREWS. Thank you, sir. I most certainly do. We need to
again—well, I don’t think it has ever happened, but we need to put
in place a majority resident board of commissioners to run the
Housing Authority of New Orleans. We need to put in place resi-
dent management across that City. We need to put in place other
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CDC’s and other venues where residents can do what they need to
do without having other people come in and tell us what they want
to do. We need that, and we needed that before Hurricane Katrina.
And also now is not the time to tear down public housing. It is not
the time. Let us go home, and then we will talk.

Mr. ELLISON. Mr. Chairman, I guess that raises another question
for me. What would it take in order to achieve that which you pro-
pose, Ms. Andrews, in order to have that grassroots residence con-
trol over the matter? I suppose that would be a statutory change
or could that be done—

The CHAIRMAN. That would be—the way it works, I believe,
would be in the State law of Louisiana. There is a Federal law that
creates public housing, but the composition of the various housing
authorities is left to State law, with some Federal sort of overall
guidelines. But, essentially, it a State law question.

Ms. ANDREWS. We have undergone many resident management
trainings. I personally have two certifications for resident manage-
ment. We have other people who are doing this as we speak. We
didn’t dedicate all our years to take these trainings to become dor-
mant, to be managed by private management. Our people need,
and our people need now. I know you heard my testimony. The peo-
ples’ cries are deafening. We can’t survive like this. We need to
come home. New Orleans can’t survive. There will be no schools
and no businesses if we don’t go home.

Ms. WATERS. Mr. Chairman, if I may, I would like to make a
comment here. We are going to come to New Orleans—we are
going to be in the Gulf Coast region, and we are going to do Mis-
sissippi, also, but we are going to be in New Orleans, and we are
going to visit public housing developments, and what I would like
to have you participate in is the identification of units in the public
housing developments that you consider the least costly to ren-
ovate.

I am asking you this because, normally, we would rely on HANO
to take us around to the units. They are going to show us the worst
ones. So I would like to have my colleagues, when they come, take
a look at a fair representation of what is there. We know some are
worse than others, and we know some are in better condition than
others, and I just want to make sure that we are looking at it.

Also, I would like you to work with my staff to make sure we are
looking at everything.
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The CHAIRMAN. The staff of both the subcommittee and the com-
mittee will be in touch, and I just want to reiterate to all of you
that you have our commitment that we plan now to act legisla-
tively. Sometimes, you are not sure what can be done. A number
of very important specifics have come in. Not everything is under
our control. But a number of specifics are, and there are other
areas where we can exercise influence, and I want to assure you
that I think you can count on legislation coming out of this com-
mittee that will be responsive to many, although certainly not all,
of your concerns, and we hope—we are pretty optimistic we will be
able to get it through the House and work on it.

So we thank you all very much for giving us all of this time. It
has been, I believe, to our mutual benefit.

And this hearing is, at long last, adjourned.

[Whereupon, at 6:30 p.m., the hearing was adjourned.]
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CONGRESSMAN JOE BACA (Statement to be filed)

Financial Services Committee Hearing

Statement on “Federal Housing Response To Hurricane Katrina”
February 6, 2007

Thank you, Mr. Chairman. I thank the witnesses for joining us today.

It’s been one year and a half since Katrina hit the Gulf Coast, yet many
people are still struggling to rebuild their lives. Progress is moving along
but New Orleans & the surrounding area continue to struggle with the
pain of rebuilding.

The American people agree that more work needs to be done to restore
the area. Still, we were let down once again when the President failed to
even mention Katrina in his recent State of the Union address.

Today, New Orleans has only 30% of its child care centers, about half its
public schools, 40 % of its restaurants, and just half of all the public
transportation routes it had in place prior to Katrina.

Thousands of people are still living in trailers or with their relatives and
families can't move into their neighborhoods because they have no
homes to return to. Many evacuees are only just beginning to get their
checks in the mail to rebuild their homes- one year after Congress
appropriated it!

The recovery is taking too long. Relief must be accelerated.

The Bush Administration must stay on the job and restore the Gulf Coast
economy. As a member of this Committee I stand ready and willing to
do what it takes to help speed up the restoration. These families and
children can’t afford to wait any longer. They need our help now, Thank
you for convening today’s hearing, Mr. Chairman. I look forward to
hearing today’s testimony.
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Opening Remarks of Representative Marsha Blackbum

Mr. Chairman, thank you for holding this important hearing. Thank you also to
the panels of witnesses that will be before us today. Determining the effectiveness of the
federal governments response to the housing crisis faced after Hurricane Katrina helps
our country develop a more effective response for future natural disasters.

The devastation that Hurricane Katrina wrought personally affected my family in
Mississippi and I saw firsthand the unimaginable damage of this natural disaster. Our
thoughts and prayers are with the victims. As we focus on providing housing to victims
of Hurricane Katrina, I look forward to examining the roles of the federal, state and local
government and the interaction between them.

I also hope to investigate the effectiveness of the billions of dollars in federal aid
that was spent throughout the Gulf Coast on relief and recovery efforts. The committee
should also examine the speed of recovery in Louisiana and how going forward this
process can be accelerated. In looking back, I also hope that we can develop a
comprehensive strategy for the future of this region.

I'look forward to hearing the testimony today from all our witnesses and look

forward to working with the committee.
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rown-Waite

Kepresenting Ciirns, Hernandy, Lake, Levy

Marion, Puses, Poll, and Sumter Oounties

Commuittee on Financial Services Hearing
“Federal Housing Response to Hurricane Katrina”
February 6, 2007

Staternent Tor the Record

Thank you Mr, Chairmaen for holding this bearing today.

Mr. Chairman, the tragedy of Hurricane Katrina still feels fresh in many minds, including
mine, A&fer going through eight hurricanes in less than two s, i Florida did, | e
sympathize with the teagedy Katring's victims have experienced, and my heartfelt pravers
still o to those who lost so much,

Tragedies like that of Hurricane Katrina remind us that no matter how sophisticated
America gets, we are still at the beck and call of Mother Nature,  Just this end ¥
toured central Florids, which as vou know, was hed by three une d, deadly
tormadoes. At least 20 people are dead in Florida because of the tormadoes, and in my
district alone over 1200 homes were damaged.  One-hundred-sixty-four of those homes
were completely destroyed and at least 300 homes are uninhabitable.

What still amazes me in these times of disaster s the swill responsiveness of the Florida
government.  Other than a few minor implications, in every natural disaster Florida’s
state, county and municipal governments, and even local neighborhoods, are prepared,
organized, mobilized, and effective. And our residents take it upon themselves 1o be
prepated also ~ they stock up on necessities before 2 agedy strikes, they have escape
routes and communication plans in place, and they do not rely on anvone else 1o take care
of them, including thelr government,

We have uncovered many mistakes in the aftermath of Huwrricane Katrina. FEMA lacked
controls and oversight to prevent rampant waste and frawd, and many claim that the
federal government’s response was slow and inasdequate. However, | bope taday we also
look at the mistakes of the local governments involved in Katrina and what they can do
differently to protect themselves should disaster strike again. 1f we are on a witch-hunt
today in this comumitiee hearing, let us not be selective in which witches we persecute.

Thank you again Mr. Chaieman, and ook forward to hearing from our witnesses today.

Page 1 of'l
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Opening Statement
Congresswoman Julia Carson
Financial Services Committee

February 6, 2007

Chairman Frank, Ranking Member Bacchus, thank you for holding
this important hearing today. It is important that we examine the
government’s role in responding to the needs of the people after a
catastrophic event like Hurricane Katrina to better prepare the
country should another disaster of this magnitude occur again.

A lot has happened since the Hurricanes devastated the Gulf Coast
in 2005. However, the Gulf Coast and the people that lived there
are still in the same situation a year and half ago. According to
Ms. Crowley’s testimony, no less than 150,000 low-income
evacuees are still displaced. Many are still waiting on money from
insurance settlements, money from FEMA or money to be released
from the states. It is not to say that the efforts of many, such as
Catholic Charities and Volunteers of America, have gone
unnoticed. These organizations have helped many clean their
homes and also navigate the complicated bureaucratic system for
assistance.

This hearing is designed to examine how the Federal government
responded to this disaster. I believe the governments’
mismanagement of the situation compounded the situation, making
things worse than we could have imagined. FEMA would deny or
terminate applications for assistance while there were no clear
eligibility guidelines were implemented that would possibly
explain some of the denied applications. Recently, a judge ordered
FEMA to reinstate 18% of the households whose assistance had
been terminated. However, many people did not reapply for
FEMA assistance due to lack of confidence in the department’s
ability to handle their application. The FEMA hotel/motel
program had to be extended twice and once by court order. This
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clearly demonstrates that the department had almost no concern for
those who had lost their homes and staying in the hotel or motels
was their only shelter. It should be noted that FEMA has 33,000
people still living on assistance and approximately another 100,000
are living in FEMA trailers.

As most members of this committee are aware, we have had this
hearing before. Not only have we held hearings, we have passed
legislation that would have jump started the rebuilding process, but
it was stopped by the Administration. Last year, we passed the
GSE bill which included $500 million to be used for affordable
homeownership and rental housing properties. Congress has
appropriated close to $17 billion in CDBG funds to the various
states affected by the hurricanes. This Congress has taken action
to help the people that have had their lives uprooted, but progress
is slow.

As plans continue to develop, we must stay focused on who they
affect. HUD has developed a plan that would destroy 4,534
apartments in five public housing developments in New Orleans.
Currently there are over 4,000 families that lived in public housing
units that have been unable to return. If HUD’s plan is carried out,
the city of New Orleans would have lost close to 85 percent of its
public housing in the past decade. Rebuilding the Gulf means
rebuilding so that everyone who wants to go back can afford to
return.

Once again, 1 thank the Chairman and Ranking Member for
holding this important hearing and look forward to the testimony
of the witnesses.
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Cong. Garrett Statement for Katrina Hearing (2-6-07)

I would like to thank our panel(s) for their testimony and being
with us here today and I would also like to thank out gracious
Chairman for scheduling the committee’s first hearing of the year
on such an important topic.

Last year, I had the opportunity to visit New Orleans and have a
first hand look at the ongoing recovery efforts. I toured some of
the most devastated areas on foot, by bus, and by helicopter. 1
spoke to business, civic, and government leaders. I explored the
problems of red tape encountered by the contractors who are
working to physically rebuild New Orleans and other Gulf Coast
cities. Mr. Chairman, I know there are still many ongoing
problems in the affected areas and I look forward to continuing to
work with my colleagues to see that the needs of the region are
met.

Mr. Chairman, one thing I would like to focus my questions on
today is some of the problems of waste, fraud and abuse of the
money that Congress appropriated to the area. Currently, by my
count, there have been at least 7 GAO reports detailing multitude
abuses that have resulted in the waste of billions of taxpayer
dollars. Just today, in an Associated Press report, I read that, “At
least 162,750 homes that didn't exist before the storms may have
received a total of more than $1 billion in improper or illegal
payments.”

The most unfortunate thing demonstrated by these reports is that
the victims of the storm were clearly penalized a second time by
waste, fraud, and abuse in the relief mechanisms set up to help
them. It is a matter of trust and a matter of accountability and we
owe it to the victims of the Hurricane to do better. We owe that to
the hardworking American taxpayers who funded the relief as well.
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There is no doubt that there is a lot of work still to be done — bott
in meeting the needs of the victims of Katrina and Rita and in
rebuilding the infrastructure of the region. But we must make
certain that the money that Congress sends to help these victims
rebuild their lives actually gets to the people who need it most.
Simply pouring money into the region without any controls for
accountability and oversight helps no one.

Congressman Scott Garrett
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February 6, 2007

Congressman Sires Opening Statement for Committee on Financial Services
Hearing entitled, “Federal Housing Response to Hurricane Katrina”

Mr. Chairman, I want to thank you for your leadership in calling this hearing today. It is
a shame that 17 months after Hurricane Katrina devastated the Gulf Coast region, the task
of repairing homes and rebuilding housing in the region remains largely unfulfilled. But
we are making progress today; by highlighting what still needs to be done. I am hopeful
that all those affected by Katrina and, in particular, those who have yet to return home
will be able to do so soon.

I do not need to spend a good deal of time today sharing the horrible statistics that
describe the reality in the Gulf Coast Region. We all know that Hurricane Katrina
devastated 90,000 square miles and made 770,000 people homeless. We know that
nearly 300,000 homes were completely destroyed or made uninhabitable because of
Katrina. And we know that the numbers of evacuees who have returned home is low,
especially in the Ninth Ward of New Orleans where only 20 percent of these residents
have returned home.

Many residents of New Orleans and other hurricane-affected communities fong to come
home, yet they cannot because safe and affordable housing is not available. The vibrancy
of a community is tied to the residents who call it home. By bringing folks back home,
the region will see an improved economy with more jobs, stronger familes, and more
students who are ready to learn.

I'look forward to hearing what our witnesses have to say, but I am specifically interested
in learning what we, here in Congress, can do to bring the people and their communities
back together. Thank you, Mr. Chairman.



GENE TAYLOR

a7 DISTRICT, MISSISSIPPI
COMMITTEE ON ARMED SERVICES

CHAIRMAN
SUBCOMMITTEE ON SEAPOWER AND
EXPEDITIONARY FORCES

COMMITTEE ON TRANSPORTATION
AND INFRASTRUCTURE

hing:itww.house govigenetaylor

148

Congress of the United States

THouse of Repregentatives
Washington, BE 20515-2404

STATEMENT OF REP. GENE TAYLOR

Federal Housing Response to Hurricane Katrina

2269 RAYBURN HOUSE OFFICE BUILDING
WASHINGTON, DC 205152404
(202} 225-5772
FAX: {202) 225-7074
DISTRICT OFFICES:

2424 147H STREET
GULFPORT, MS 39501
1228) 864-7670

701 MAIN STREET
SUITE 215
HATTIESBURG, MS 29401
(601} 582-3246
2900 GOVERNMENT STREET, SUITE B
OCEAN SPRINGS, MS 33564
{228} 472-7950
527 CENTRAL AVENUE

LAUREL, MS 39440
{607} 4253305

Committee on Financial Services, February 6, 2007

Thank you, Chairman Frank, for calling this hearing. Thank you also for all the help you

have provided to me and my constituents since Katrina.

The flood insurance buy-in bill that you and Chairman Watt drafted, to help homeowners
who had homeowners insurance but not flood insurance, eventually led to the Mississippi
and Louisiana homeowner assistance programs that were funded through the CDBG
program. Although the House Republican leadership and the Bush Administration
blocked our bill, Sen. Cochran was able to gain approval for homeowner assistance using
CDBG funds.

The Mississippi program is very similar to our bill except that it took a year for HUD and
the state to create and implement the new program. Our bill would have provided relief
much more quickly by allowing homeowners to file flood insurance claims, up to the

amount of their homeowners policy, that would be funded with disaster appropriations.

We are very grateful for the CDBG funds, but HUD and the state created a slow,
bureaucratic, procedure where the situation called for expedited action. Homeowners had
to wait and wait for assistance while the state tried to verify every detail with insurance
companies, lenders, FEMA, SBA, and other agencies. Those companies and agencies did
not have extra personnel or motivation to quickly verify each application. Homeowners
should have been able to provide copies of their documents, sign affidavits, and then get
their checks, with the clear understanding that any fraud would be prosecuted to the full

extent of the law.
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While the state was treating every disaster victim with suspicion, the Mississippi
Development Authority, the state’s economic development agency, saw no problem
giving a contract to the State Senate Finance Committee Chairman and two other state
legislators. Iam sorry to report that the State Ethics Commission said it was okay for a
state agency to award a contract to a legislator who has influence over that agency so
long as only federal funds, and no state funds, are involved. Ihope your committee will

pass language to prevent that in the future.

In addition to the housing assistance grants, Mississippi is using the CDBG funds to build
water and sewer infrastructure, to rebuild public housing units, to rebuild utility
infrastructure, and to temporarily subsidize homeowners insurance in the state wind pool.
While I agree that those are important needs on the Coast, I want to be sure that
homeowners receive all the assistance they should get from the grant program. For that
reason, I ask the committee to require full accountability in the grant program. There
should be a list of who was paid and how much they were paid. These are federal tax

dollars, so we need to know that they were spent fairly and appropriately.

Seventeen months after Katrina, South Mississippi’s recovery is still delayed by the
refusal of several insurance companies to pay fair wind claims. I wrote to Chairman
Frank asking that the Financial Services Committee conduct investigative hearings about
the denial of thousands of Katrina wind claims wherever insurers could blame flooding. I
am very grateful that Mel Watt, Chairman of the Oversight and Investigation
Subcommittee has scheduled a hearing for February 28. Iintend to lay out the case at
that time for a full investigation of the actions of the insurance companies and the

engineering firms, adjustment firms, and other contractors they used to deny claims.

For thousands of destroyed properties in Mississippi, insurers assigned all damages to
flooding covered by the National Flood Insurance Program and none to their own
windstorm policies. The Mississippi Coast suffered several hours of very destructive
hurricane winds before inundation by the storm surge. Insurers paid billions of dollars of

wind claims inland, where they could not possibly blame flooding. In the 79 counties
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north of the three counties on the Gulf, insurers paid more than 250,000 claims totaling
more than $3.5 billion. Claims were paid in every county in Mississippi, as far as 300

miles inland.

Insurance claims data from the three Gulf Coast counties show that the National Flood
Insurance Program and the Mississippi wind pool paid much more than did private
insurers. NFIP estimates it will pay approximately 18,000 flood claims in the three
Mississippi Gulf Coast counties for a total of $2.6 billion. That is an average of $142,000
per claim, where the average policy was $148,000. HUD will pay an additional $3

billion in CDBG funds to assist homeowners who did not have flood insurance.

I am convinced that insurance adjusters billed the flood insurance program for some
damage that should have been covered by private wind insurance. Last year, Mr. Frank
and Mr. Oxley helped make sure that I could offer an amendment to the flood insurance
reform bill to have the Inspector General of Homeland Security investigate those claims.
My amendment passed by voice vote. Although the Senate did not pass the flood
insurance bill, Senator Lott was able to add that provision to the Homeland Security

Appropriations Act. The Inspector General is required to report his findings by April 1.

Insurance companies have a conflict of interest when we allow them to decide whether to
assign damages to the federal flood program or to themselves. The flood insurance
program does not provide sufficient oversight to protect the federal taxpayers. The
contract between NFIP and an insurance company requires an adjuster to represent the
flood program as well as the insurance company. The federal regulations require the
adjuster to make a proper adjustment, and apply the same standards to the flood claim as

to the wind claim. That certainly did not happen in South Mississippi.

There is documented evidence of cases in which insurance companies or their contractors
pressured engineers to revise their reports or ordered a second report if the first report
concluded that damage was caused by winds. Once they learned they could not control

all of the engineers, State Farm simply stopped ordering engineering reports. Instead, the
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company sent a “Wind-Water Claims Processing Protocol” from its headquarters in
Illinois instructing their adjusters to pay nothing on a wind claim if any of the damage

could be caused by flooding.

State Farm used Haag Engineering and adjusters from E.A. Renfro to justify denials of
wind claims. Both companies have a history of questionable actions, including a 2006
decision against State Farm’s denial of 1999 tornado claims in Oklahoma. The
Oklahoma jury found that State Farm acted with malice and recklessly disregarded its
duty to act fairly and in good faith by employing Haag Engineering and E.A. Renfro. At
the February 28 hearing, I will ask Mr. Watt’s subcommittee to investigate State Farm,

Haag, Renfro, and any other partners that conspired against consumers and taxpayers.

Later this week, 1 intend to introduce a bill to create a multi-peril insurance option to the
flood insurance program. That bill will create a new program to provide wind and flood
coverage in one policy. In order to be fiscally responsible and honor our commitment to
pay-as-you-go budgeting, the premiums would be based on the actual risk with no
subsidy. If this bill is enacted, property owners will be able to buy insurance and know
that their damage will be covered. They would not have to hire lawyers, engineers, and

adjusters to try to prove what damage was caused by wind and what was caused by water.

If insurance companies get away with placing the burden of proof on homeowners to
prove that damage was caused by wind, 1 am afraid that many people will not evacuate
the next time a major hurricane approaches the Gulf Coast. I have had friends tell me

that they will stay behind next time with video recorders to document the damages.

There is an urgent need for a wind and water insurance policy for the 53% of American
who live in coastal states. In recent months, insurance companies have cancelled wind
policies in coastal areas from Massachusetts to Texas. In state after state, companies
threaten to leave unless the state approves higher deductibles, higher premiums, and

places the highest risk areas into state-sponsored risk pools.
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I am grateful that Chairman Frank has committed to holding a hearing on the multi-peril
insurance bill sometime in March. The bill would ensure the availability of wind
insurance in coastal areas. It also would increase the reach of flood coverage among

propetty owners who are at low to moderate risk of flooding.

I look forward to working with the committee on these important insurance issues.
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Opening Remarks of
Honorable Maxine Waters, D-35" CA

Committee on Financial Services

Hearing “Federal Housing Response to Hurricane
Katrina”

Room 2128, Rayburn House Office Building
February 6, 2007

10:00 AM

Good Morning Mr. Chairman and ladies and
gentlemen. I would like to thank Chairman Frank for
holding today’s hearing on the “Federal Housing Response¢
to Hurricane Katrina.” This hearing is long overdue,

because the victims of Katrina are facing an affordable
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housing crisis and immeasurable human tragedy in the Gulf

Region, particularly in the City of New Orleans.

People are suffering because many individuals and
families want to return to the Gulf Region. However, there
1s very little if any affordable housing to which to return.
The public housing stock was decimated by the storms, and
its condition in many cases worsened by malignant neglect.
The infrastructure is inadequate to support housing.
Homeowners who want to rebuild are being asked to do the
impossible. Many homeowners who have lost everything,
and have yet to receive a dime from State authorities in
Louisiana and Mississippi for damaged or loss homes,
although the funds for their homes is funded through
federal Community Development Block Grant program

funds that the Congress appropriated last year -- $16.7
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billion in CDCG funds with $10.4 billion to Louisiana and
$5.5 billion to Mississippi since of January 2006. I want the
record to show that these are funds that Members of
Congress, including myself, wanted to go directly to the

people of the Gulf Region.

Unfortunately, the response of the federal
government to the housing needs in the Gulf Region can be
best described as “temporary.” Interestingly, on September
1, 2005, HUD posted its response on its Website indicating
that a housing subsidy of $10,000 per displaced household
would be made available, regardless of income, to
supplement temporary housing costs for one year. That
same day the proposal was removed from the HUD
website, never to be seen again. This was the prelude to the

one of the nation’s worst responses to a disaster in our
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history. To make matters worse, FEMA rather than HUD
attempted to manage the housing needs in the devastated
areas. FEMA received the major portion of funds contained
in two appropriation bills for the initial emergency response
and repair, $62.3 billion. On June 15, 2006 Congress gave
FEMA an additional $6 billion. We now realize that FEMA
was not equipped then, nor is it today to address housing
issues related to disasters. The House passed legislation last
year which would have removed responsibility for housing
from FEMA and transferred it to HUD.

As you know, FEMA was providing rental assistance
to 700,000 households. Currently, 33,000 houscholds are
receiving rental assistance. So, does HUD have the
infrastructure to better serve the housing needs of these

33,000 households? FEMA just recently extended housing
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assistance to households displaced by Katrina through

February 2008.

Part of the housing crisis in the Gulf Region is linked
to the state of public housing. One of the hardest hit areas
in the Region is the City of New Orleans, where more than
14,000 public housing units were damaged or destroyed by
the hurricanes. While many public housing units were
scheduled for demolition years ago, HUD and HANO have
slated 5000+ units for demolition to make way for
substantial redevelopment. However, there are many,
including myself, who do not want to see the wholesale
dismantling of public housing in New Orleans. I believe
that a phased development approach in New Orleans will
allow those tenants who want to return to New Orleans the

opportunity to return, while enabling the City to undertake
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development efforts that will be in the best interest of the
community, particularly those who lost housing and want
to return. We must not lose sight of the fact that
development for development sake will not work in New
Orleans, because most if not all of the social infrastructure
in many communities in the Gulf Region has been
destroyed -- hospitals, schools, churches, businesses as

well as security.

One of the major efforts in the Gulf Region, include
making homeowners whole again. In Louisiana, the State
established the “ROADHOME” program, with the promise
to pay up to $150,000 per household to rebuild in the State
of Louisiana, although at last count fewer than 400 of the
more than 100,000 homeowners who have applied had

collected a single dime under program. What really
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concerns me is that the funding for the ROADHOME
program arc federal CDBG funds that we in Congress
appropriated for the sole purpose of rebuilding in Louisiana
-- $10.4 billion. Rebuilding can not take place when the
requirements being imposed on homeowners, some of
whom are elderly or who have lost everything, are being
screened for fraud and the like. Indeed, under the
ROADHOME program}there is no way to pay $150,000 to
the 100,000 who have applied. I do not believe that the
State of Louisiana has any intention to use all of the CDBG

funds for its ROADHOME program.

Mr. Chairman. I have many questions for today’s
witnesses. | hope that the testimony today will answer
many of those questions because the victims deserve

answers. Thank you.
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Financial Services Committee Hearing to Examine Federal Housing Response to
Hurricane Katrina

Prepared Statement of
Julie M. Andrews
Residents United
February 6, 2007

We, the people of New Orleans public housing, need to come home in order to rebuild
our cities, to reform our communities, to raise our children, who are victimized in other
cities. As displaced people, other poor and oppressed communities feel we are taking
something away from them.

‘We need to come home.

When Mayor Ray Nagin said “citizens come home,” we thought we were citizens also.
Many people who were shipped across the country come from far away with what little
they had when they heard the mayor’s message, and were again displaced. Over 60% of
the city’s properties remain damaged from Hurricane Katrina. However, the majority of
the livable units are in public housing—and yet these units remain fenced off and boarded
up by the Housing Authority of New Orleans (HANO) and HUD. While other citizens
were allowed to salvage their personal belongings, our possessions were stolen and
vandalized because we were not allowed back. Citizenship is not based on
homeownership. We are citizens too.

Employment opportunities are great in New Orleans. It is hard to work in a city where
you do not have a home. While billions of dollars are given to contractors of pay
employers from other states, and house them in hotels, we, the working poor in New
Orleans, are able, willing, ready, to come home so we can rebuild our city ourselves—
just as our ancestors did many years ago.

When opportunists come to New Orleans to exploit our livelihood, with their vision of
what the new post-Katrina New Orleans should look like, they sour the gumbo. We
make New Orleans what it is. The housing developments, B.W. Cooper, C.J. Peete,
Guste, Iberville, St. Thomas, Florida, Fischer, St. Bernard, Lafitte, and Desire, housed
over 5,100 families. Today, many of these units are livable, but we are locked out.

We would like to work with you to bring our residents home. We are organized, and we
ask that you join us to open all public housing units. At this time, the rich are getting
richer, and the poor are being further oppressed by the vicious plot to eliminate the low-
income people of New Orleans, most of who are people of color. It is an abomination to
attempt to replace one race of people with another for the sake of economic gain.

The housing developments have been a safety net, protecting us against the hurricanes
and providing us with our communities when no else wanted us in theirs.
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Our people want to come back to our communities, and we need this now more than ever.
As displaced victims, our seniors are being denied a full range of medical services, our
children are being denied a safe haven for education, and we are denied jobs. We want to
come home. Without this population of people, our communities remain desolate, our
schools are closed, and our businesses suffer.

The calls and cries of our people are deafening, We need to come home. To be displaced
in this wealthy country is an embarrassment to our government. The message that we are
getting is that America does not care about us. While the war in Iraq is going on and
billions of dollars are being sent there to restore the damage that this country has caused,
how can we not take care of what is going on right here at home? We, as citizens of the
United States of America, deserve the right to return to our homes in New Orleans, to our
culture, to our heritage, to our communities, to our families, to our jobs. We are working
diligently to stay in contact with our residents and to contact more residents who have
been lost through the displacement process. We pray that you work with us to provide a
venue for our people to return to their homes.
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Chaitmen Frank, Ranking Metnbet Bachus, distinguished Metibers of the House
Comtittee ot Finahcial Services; it is a ptivilege to appeat before you today on behalf of
the Depattihent of Housing and Utbatt Development (HUD).

Today, 1 shate with you HUD’s tecovery efforts in the Guif Coast following the
devastation caused by the tto of hutticanes that battered the tegion altost a yeat and a
half ago. We have takett great strides in the tecovety effott; yet, thete ate still thatty
chatletipes that lie ahead, especially in Louislata. This testintony focuses on three thitigs:

1. The $16.7 billiot ih Commtinity Developtnent Block Grant (CDBG)
supplemental funds for long-tetin tecovety;

2. The tecovety of New Otleans Public Housing; and

3. Continuing affordable rental housing challenges.

It tesponise to the disasters, the Fedetal Govetniment has comiitted tore than $110
billioh to help the Gulf Coast, includinng $16.7 billion fot the CDBQ program. The
legislation passed by Cottgtess fot the CDBQA program was cleat in its intent: the Federal
Qovernitient would ot dictate to local communities how they were goitig to use the
money it theit tecovery effotts. The Guif States and theit govetniors wete desigiated with
the ptiniclpal tesponsibility for the design, implemetitation, and petfotitiatice of theit
tebuilding effotts. HUD has and will continue to thove quickly with teviewitg and
approvitg state recovery plans. HUD hias recelved and approved $10.5 billion worth of
tecovery plats from the affected States, HUD has and will continue its tole it offeting
puidance and assure compliatice with the law, including the prevention of waste, fraud,
and abuse.

Recovety 1s takitig tithe --- only $1.2 billion of the CDBG funds have beest expended.
Leaditig the way has been the Misstssippt Homeowher Assistatice Prograim whete tmote
than 10,000 futnilies have received checks to help compensate them for thelt lusses and
assist ther as they rebuild theit lives. Mississippi as also used ctitical CDBG tecovery
funding to complete 4 tastet plan fot infrastructure that develops lotg-terin tegional
solutlons to watet, sewet, and stothi draltiage teeds of Gulf Cominunities. This taster
plat is g necessaty fitst-step in the redeveloptent of existing neighbothoods and the
cteation of ttew, safet cotimunities.

While the task before Mississippl is tremendous, the task befotre Loutsiana is
substantially pteatet. Its hotmeowner ptogram alote has over 100,000 applicants. While
otily a hatdful of loans heve closed to date, we ate fooking forwntd to a tapid escalation
ih program fifipletmentation over the next six moiths,

I will now addtess tecovety issues fot New Otleans Public Housittg, As Sectctaty
Jucksott said ih Aupust 2006 whet he visited New Otleans, “cvety family who watits to
come hottte should have the oppottunity to cottte back. .. HUD’s goul is to britg faniles
back to quality housing.” HUD is wotking with the local cotnmunity to redevelop New
Otleatts public housing so famities will have the opportunity to retutt to bettet, safet
tielghbothoods. The C.J. Peete, B.W. Cooper, Lafitte aitd St. Betttard public housing
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developinetits ate beitig redeveloped to make way for a mixtute of public housing,
affordable rental housing and single-family homes. HUD has also antioumced plats for
mixed-iticotite affordable housihg, homeowtership oppottutities and services for the
fotiter families of Lafitte. Of the approximately 5,100 uttits of public housing that were
ocetipled ahid affected by the disaster, neatly 2,000 units have beett tepaired and ate
habitable. Over 1,200 families have already conte back to New Otleans ot will be coming
back withit the next 90 duys to occupy these ustits. As Louisiana and the other affected
States develop theit solutions to the challenyes they face in public loustng, HUD will
cotititive to offer its suppott and guidance.

Out efforts to provide tental hotising assistance to displaced families and individuals are
well docuteited. The Office of Public and Indiat Housing (PIH) i{sstied guidatice to the
nation’s tote thah 3,000 Public Housing Authotities (PHAs) ot how to assist public
housing residetits displaced by Hutticane Katritia.

HUD has wotked aggtessively to provide previously-HUD assisted displdced families
and homeless itdividuals with housing stability duting this displacemetit petiod by
paylng Kattina Disastet Housitg Assistatice Prograim (KDHAP) and Disastet Vouchet
Progtam (DVP) tental subsidies. Through the DVP, HUD issued over 30,000 DVP
vouchtets attd assisted close to 25,000 families to find and occtipy affordable rental units,
The progtam has been opetated successfully atid is fiscally sound. Both HUD's Office of
Inspector Genteral and the Governent Accountability Office have audited HUD’s
petformatice and cotttinended the Depattment o its ability to delivet timely services.

As pre-disaster HUD-assisted louslng units damaged by Hutticanes Kattina and Rita
becotite available, the Depatttient rentains fully cotmitted to providing displaced
fatnilies the opportuity to teoccupy theit pre-disaster HUD-assisted hotising. Ty
Novettibetr 2006, HUD cotivened sevetal meetings in New Otleans, Gulfport, and
Houston with representatives of the majot stakeholdets, inchuding public housing
residents, pre-disaster and DVP PHAs, tetant advocacy groups, attd ownets of Section 8
votichet utits. The putpose of these tieetiftgs was to solicit feedback ot the best stratepy
for returning families to thelt Hotmes prior to issuing the “firal” HUD re-occupaticy
policies for fantilles displaced by Hurtlcates Katting atid Rita. Final puidance was isstec
it Januaty 2007. HUD has a teatn of over 17 prograin staff at the Housing Authotity of
New Otleans (HANO) workitg dlongside HANO staft in attemipting to contact these
fumnilies and making arrangements for thelr teturh. HUD is also in the process of issulng
public service afinouticentents uid working with nonptofit ageticies in Houston and other
areas to locate these families and help them return home.

While New Otleatis public liousitig is an linportant and visible plece of providitg
affordable rental housitig 11 the teglon, it represents only 4 small numbet of the 112,000
retital utits seriously damaged by the stotms in the five State Gulf Coast tegiot. It total,
13 petcent of the damaged rental stock in the Guif Regiot was subsidized housing.
Although nostly utistbsidized, 75 pefcent of the damaged stock was occupied by Jow-
iftcome households.
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A pte-stotin weak housitig matket i1 the Gulf Coast resuited ih a relatively affordable
housing stock. The affordable hotties, half of thein in New Otleans, were tiot high-end
propetties. Many wete built i the 19505 or eatlier and had tiuntetous guality problems.
While famities would i1 cettait cases “dottble-up™ or have extetided family teside with
thettt, tottetheless, thete was iodetately afforddble sheltet.

That situation has changed dramatlcally slice the storm. Not only ate thete 112,000
fewet rental uits it the five State Gulf Coast reglot, thete is icreased detnand fot the
noh-datmaged rental units. This demand cotnes in the fott of cotistriiction wotkets
toviftg to the ated (o acceletate tecovety, from displaced high- and low-iticonte tetitets,
and also front highet-incotne hoteowtters who ate temporarity rentittg uhits in the atea
while theit houses ate tepaited. Some of this demand is likely to be shott-terny, but it the
meatttime it quickly ftcreased remits, 1t tesposise to the tent inflation, HUD has increased
its Falr Murket Retits for New Otleatss by 45 percent sitice the stottn. Iticteasittg Fair
Matket Rents, howevert, does 1ot addtess the neat”disappearance of affordable tetital
Uhits.

Itntnediately, It the aftetmath of Hurticane Kattina, the Depattnient's goal was to repait,
rehabilitute or rebuild the affordable housing ptojects to the greatest extettt possible to
enstire that the residents could teturn as quickly as possible lo the Guif Coast repion. The
Depatittetit has beett diligently wotrking with the project owtets to develop tecovety
plans ahd {dentify the tesources needed to make the repaits and cotnplete the
tehubilttaliot ot tebuilding of these projects. Through these effotts, 98 petcent of the
projects it the Depatthitent's pottfolio have recovery plans. At this time, out of the
82,404 [HUD-associated] units in the ateas impacted by Kattina, thete has beett a
perthatient loss of oily 263 affordable retital hottsing units. We have tiot foteclosed on
atty of the HUD- assisted projects and have asked tottpapees to extend forbeatance to
the HUD-inisured projects. To date, the Depattment has tot seen an increase in
multifainily insutance claints.

The tack of affordable tental units means consttuction wotkets tieed to be paid triote,
increasing the cost of tecotistruetion. It also pushes low-wage wotkets out of the ares,
havitg a dangetots trickle dowit effect on the industties that depend ot low-wage
wotkets. This is patticularly dangetous for the ecotiomic viability of New Otleans,
whete the ecottotiy is based ott low-wape workets, Fot low-wage workets, housing
should be within teasottable comutes und at teasonable prices.

Rebuilding the affordable rental housing stock is not golng to be easy. The majotity of
the tental utilts, over GO percent, wete in 1-to-4 unit dwelilngs. It is much hatder to
cotttpel sthall fandiotds to repait a low-value property that ptovides a low teturit on
Investmettt thatt to get d large tandlotd to tepuit u propetty. Even with subsidy from the
CDBG ptogtatt, it is difficult to coftvince these landlotds to repait theit propetties.

Again, the Depattinent made the cotinitiment eatly on lo wotk with the owtiets to repait,
retiabiiitate or rebuild the itpuacted affordable housing units. We tave beett holding, and
will continue to hold, theetings with the owtiets, we assisted it developltig recovery plans
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aid identified and cotitine to identify funding resoutces. The Depatttient has provided
Hexibility ot the use of resetve funds, has suspended Section 8 contracts until such tinte
as the uhits are tebuilt, and is using our authotity under Section 318 to thove ptojects to
othet focatlots if necessaty to ensute safe, decent, atid affordable housitip. Thete wete a
total of 1,054 HUD-ussisted or -itsured projects with 82,404 units it the areas that were
iinpacted by the Kattitta, Today, 981 projects with 73,423 units have beett repaited ot
tehubilitated and are fully opetational. (The overwhelming mujotity of these utits are
HUD insuted. We do ot conttro! oecupaticy data oft those ugits. We ate seeftig i1 New
Otleuns that as soon as uhits go online they ate snapped tp — aftet the ownet offets the
tight of first tefusal to the original tenant.) This nuntbet iticteases evety day as units are
cothipleted. All profects impacted in Alabatna are fully opetational and all repaits have
beett cottipleted. 1n Mississippl, tepaits of approxintately 85 petcent of the projects are
contpleted. 1h Louisiuna, of the 407 impacted projects, thete ate apptoximately 100
profects that ate still being tepuited, being rebuilt, ot ate it the process of obtaining futds
to cotplete the necessary restoratioms.

Multifatnily property repait and teplacetnent also faces obstacles of 4 different sott, thost
totably land dcquisition and project desigh. The delays catsed by these factors threaten

the ability to fully utilize the Low Inconic Hotising Tax Ctedits allocated fot tecovety in
the titnefratmes mandated by law,

Even aftet housltig is tebuflt it New Otleats, thete will be far less affordable housing
stock than befote the stotin, While these families are cutrently served by FEMA, marny
itt Houslot! aiid Atlanta, there ticeds to be a long-teti tiousihg solution for thein.

The patht ahead for rebuilding affordable rental housing is daunting, The Federal
Govettitnetit has dotie a lot 1o help the States, and 1 atn confident that the States ate on the
tight path to addtessing iheit inany chailenges. 1t is a path, howevet, that is poing to take
loniget thatt we watit.

M. Chaiitiiati, Mettibets of the Commmittee, people teed lielp ow. We are committed to
using ot full authority to ussist these families to tecovet, stimulate econotnic
developtitent, and trestote hope to commiunities throughout the Gulf, Thank you.
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Chairman Frank, Ranking Member Bachus and members of the Committee, my name is
Edgar A.G. Bright lli, CMB, and | am President of Standard Mortgage Corporation in
New Orleans. | also serve on the Residential Board of Governors of the Mortgage
Bankers1Association (MBA), the national trade association for the real estate finance
industry . .

The events of August and September 2005 are etched into all of our minds, particularly
those of us who watched neighbors and friends face challenges few of us could have
imagined before Hurricanes Katrina and Rita hit.

As President of Standard Mortgage, | was faced with the immediate task of accounting
for my employees after Katrina hit. All of them and their immediate families were safe,
but many sustained damage to their homes, including myseif.

Shortly thereafter, a group of Standard Mortgage employees convened in Dallas to
meet with FICS, our data processing company, and Fannie Mae. We began executing
our disaster recovery plan from the offices of FICS and Fannie Mae. Standard Mortgage
was also assisted in Dallas by First American and Freddie Mac. Our headquarters had
been flooded and we were restricted from returning to our building for six weeks. We
were forced to relocate temporarily to Baton Rouge. A Standard Mortgage “SWAT"
team pulled all essential data and paper files out of the headquarters. Mail service was
literally unavailable for months.

Simuitaneously, we began to assess our loan portfolio and instituted a policy of
forbearance on all loans in the Katrina area. The entire industry quickly followed suit.
The massive forbearance policy caused significant capital shortages for us. We
borrowed money from Ginnie Mae to ensure payments to Ginnie Mae Mortgage Backed
Securities investors. We have since paid those loans back completely.

In the immediate aftermath of the storm, my focus was on recovery and ensuring that
my customers had access to their loan information and insurance information. Having
experience with previous disasters, we also knew that the insurance check
endorsement process would be massive. It was. We reassigned 75 percent of our
origination and servicing staff to process the thousands of insurance loss drafts through
our several origination offices in the ensuing months.

To give you an idea of the impact on the storm on our customers, | would like to share
some statistics. Of the 28,000 loans we serviced pre-Katrina, 20,000 were in a FEMA
declared disaster area. Of those 20,000 loans, 8,000 homes were in the highest

' The Mortgage Bankers Association (MBA} is the national association representing the reat estate finance industry,
an industry that employs more than 500,000 people in virtually every community in the country. Headquartered in
Washington, D.C., the association works to ensure the continued strength of the nation’s residential and commercial
real estate markets; to expand homeownership and extend access to affordable housing to all Americans. MBA
promotes fair and ethical lending practices and fosters professional excellence among real estate finance employees
through a wide range of educational programs and a variety of publications. lts membership of over 3,000 companies
includes all elements of real estate finance: mortgage companies, mortgage brokers, commercial banks, thrifts, Wall
Street conduits, life insurance companies and others in the mortgage fending field. For additional information, visit

MBA's Web site: www.mortqagebankers.org.
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impacted areas. Over half of the 8,000 heavily damaged properties are secured by
FHA and VA loans.

Industry Actions in the Immediate Aftermath of Katrina

The entire industry was called to action to help borrowers affected by Hurricanes
Katrina and Rita. Two days after Katrina made landfall, the MBA sent a letter to its
members encouraging them to offer all available relief to borrowers. Federal regulators
and the secondary market later provided guidance on what was expected of financial
institutions in this fieid.

The initial period of forbearance was critical in the short term. As you may recall, the
storm hit on August 29™. Most loans have payment dates of the first of the month. With
a full evacuation of the city under way, few people had access to their paperwork. This
forbearance period was able to give the region the breathing room it needed in those
early days.

Forbearance does not come without a cost however. Today's mortgage market
involves not just the borrower and lender, but several other participants as well. A
borrower meets with a loan officer or broker and takes an application. The entity that
funds the mortgage often sells that loan into the secondary market, to an investor, such
as Fannie Mae, Freddie Mac or one of a growing number of private-label securitizers.
The right to “service” the loan (interact with the consumer, collect payments, handle
escrow funds, etc.), is either retained by the loan originator or sold to another company.
Whoever services the loan is responsible for making payments to the investor whether
or not a borrower is making payments.

The relationship between servicer and investor is an important one to understand. ltis
the contractual duty of the servicer to make principal and interest payments to the
investor as long as the loan is still viable. When a servicer grants forbearance, the
company is agreeing to make payments for the borrower, in expectation that the
borrower will cure and pay back the funds. Servicers, however, often have to borrow
funds to cover the payments they have to make to investors. In our case, we borrowed
money from Ginnie Mae to advance to their MBS holders, a rather unusual situation.
Servicers have many other responsibilities to investors. The standard servicing contract
details the servicing fee the servicer receives for performing the servicing functions on
behalf of the investor. The typical servicing fee is 0.25 percent of the loan balance, or
$250 for a $100,000 loan balance per year.

Nationally, in those early days after the storm, the lending industry, and millions of other
Americans, began to open their hearts financially to people who needed help. The
MBA, for example, made a $100,000 contribution to the American Red Cross. MBA
followed that contribution up with a $500,000 donation to Habitat for Humanity to
provide for a program management office that is still leading Habitat's re-building efforts
in the Gulf Coast. Member companies of the Financial Services Roundtable, many of
whom are also members of MBA, contributed over $93 million in cash contributions to
hurricane relief agencies, with $65 million in direct corporate contributions, and over $28
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million in employee matching funds. All of us on the Guif Coast were heartened to see
the degree to which our fellow Americans reached out to help us.

When the scale of the problem became clear in the weeks after the storm, leaders of
our industry gathered in Washington, D.C. to plot a longer-term course to address these
problems. It was clear by October of 2005 that there would be a need for the federal
government to step in not only to address the short-term problems, but to also help
address the longer-term problems of re-building as well. The industry agreed to create
a working group made up of major lenders, servicers and their trade associations.

The industry working group was an example of ideal industry cooperation. While
working in an anti-trust-sensitive fashion, we were able to identify common problems
and discuss paths toward solving them. One of the early challenges we encountered
were our agreements with the secondary market and how we would live up to our
commitments.

At the end of November 2005, right around the Thanksgiving holiday, we marked 90
days from Katrina’s landfall. This was an important date because without the extension
of forbearance, our standard secondary market contracts tell us that after 90 days of
non-payment, procedures shouid begin to foreclose on a loan. While that is a
reasonable standard to follow usually,.this was far from a usual situation. Our friends in
the consumer, civil rights and labor communities, like our industry, understood how
devastating a massive wave of foreclosures would be at that particular time. The last
thing our industry wanted to do was to add to the challenges that so many people were
facing in the region.

Thanks to the leadership of state and federal banking regulators, Fannie Mae, Freddie
Mac, the Federal Housing Administration, Department of Veterans Affairs and other key
players, however, disaster was avoided. An industry practice was established that
forbearance in the worst-impacted areas should continue and would be re-visited every
90 days. This was a watershed event. Despite predictions of thousands of
foreclosures, virtually nobody impacted by the storm was foreclosed upon.

Longer-Term Solutions

In November and December of 2005, we were also focusing on a longer-term solution
to the problems of the region. It was becoming more and more clear that a major
federal investment would need to be made. Absent that, our investors would begin
demanding that we move to some sort of final disposition of the properties. At that point
the first truly long-term proposal appeared, that drafted by Congressman Richard Baker,
a senior member of this Committee. His plan was a well-thought out proposal that
moved all of us from dealing with today to how we deal with the future. While the
Congressman’s plan ultimately did not receive Administration support, no discussion
about the early phase of the region’s recovery would be complete without including this
critical effort.
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An idea that did gain support was for a large-scale investment in the region through
existing programs, mainly the Community Development Block Grant (CDBG) program.
At the end of December 2005, as part of the FY 2006 Defense and Supplemental
Appropriations Act (PL 109-148), Congress appropriated $11.5 billion through CDBG to,
among other things, assist homeowners. Later appropriations increased this funding.
While the states of Mississippi and Louisiana submitted proposals to the U.S.
Department of Housing and Urban Development (HUD) detailing how they would use
the funds to assist homeowners, the centerpiece of both programs was plans to provide
up to $150,000 of assistance to impacted homeowners.

By funding these programs, Congress and the President put the region on the path to
recovery. This was an extraordinarily important achievement. Until this time, the
discussion within the rea! estate finance industry dealt with how we would have to finally
dispose of the properties, possibly through mass foreclosures, followed by sales of
properties to consolidators. After these programs became a reality, we were able to see
a path toward recovery. Despite efficiency issues in disbursing funds that have arisen
in both states, lenders and homeowners now see that additional funds are on their way.

Mississippi designed their plan to help make up for gaps in insurance coverage. Many
homes in Mississippi were flooded because of the extraordinary storm surge that came -
ashore as part of Katrina. Homeowners whose properties hugged the coastline
generally carried flood insurance, received settlements from the National Flood
Insurance Program (NFIP) and filed claims with their hazard insurance carriers for wind
damage. However, the extent of catastrophic flooding extended beyond the flood zone.
Homeowners with mortgages who live outside a Special Flood Hazard Area (SFHA) are
not required to have flood insurance, while those who are inside do have to purchase it
(and if they do not, mortgage servicers must “force-place” it or face significant
penalties). Since flooding is excluded from homeowner insurance policies, homes
without flood insurance that were destroyed were without funds to rebuild or repair.

When Mississippi first formulated their plan for CDBG funds, the plan looked much
different than it does today. Lenders were to assist in overseeing that the funds were
used to repair properties. When Phase | of the Mississippi plan was issued for
comment to the public, however, the program was redesigned as a direct compensation
to the homeowner. The reason for this change was due primarily to the problems with
complying with the National Environmental Policy Act (NEPA). | mention this here only
to stress a later point about the need to review the efficacy of NEPA during times of
crisis. Under Phase |, homeowners who had an insurance policy are eligible to receive
a grant of up to $150,000 or the insured value of their home, based on the extent of
damage to the home. The grant amount would be reduced by any insurance, SBA loan
or FEMA payments. Homeowners who have to elevate their houses to comply with
building codes to avoid future floods could receive an additional $30,000 to cover these
costs.

The Louisiana plan, which is called The Road Home, seeks to solve a very different
problem. In Louisiana, homes were destroyed that were thought to be protected by
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flood control systems and thus some areas were not deemed high risk flood zones (i.e.,
SFHAs). Due to the catastrophic failure of these systems, water flooded the city and
was not drained for weeks. Therefore, the problem was not just a gap in insurance, but
rather how to bring enough capital into the city to bring back the more than 300,000
citizens that were displaced for what would be an extended period of time and to ensure
that the CDBG funds remained in Louisiana for economic and re-building purposes.

Louisiana's plan gives homeowners three choices: stay at the property and repair it, seil
the property to the state and stay in Louisiana, or sell the house to the state and
relocate out of state. Awards, also capped at $150,000, are based on the lesser of the
pre-storm value of the home or the estimated cost to repair. it was evident that a
primary objective of the state had to be to ensure rebuilding of affected parishes.
Awards, therefore, are designed to meet these objectives. Citizens who decide to
rebuild are provided the maximum amount of award available under the program. Grant
funds used to rebuild are not being directly disbursed to homeowners, but are being
deposited into disbursement accounts, to be drawn as funds are needed for repair.
Similarly, if a citizen sells the property but purchases another property in the state, the
maximum grant award is available. Award amounts would be reduced by several
factors. If no insurance was carried at all on the property, but should have been (such
as no flood insurance on a property in the flood plain), awards would be reduced by 30
percent.. People who leave the state would also have their grants reduced by.40
percent.

Louisiana’s plan is fundamentally different from Mississippi’s because they address two
different problems. Louisiana is trying to repopulate the New Orleans area and re-
vitalize a shattered city. In addition, they want to protect citizens who receive awards
from being victimized by unscrupulous contractors. Mississippi is trying to help
homeowners address gaps in insurance coverage. Both are worthy goals. MBA and
the real estate finance industry continue to be active partners in making these programs
a success.

While both programs have faced challenges getting funds into the hands of
homeowners, it is important to remember the enormous task that is at hand. In an
insurance situation, the process is relatively simple. Eligibility is determined by whether
insurance was in place at the time of the event. After the event an adjuster visits the
property, makes an assessment, determines whether the damage was caused by a
covered peril and, if so, delivers funds, subject to appeal. These processes were built
over decades of business need, process improvement and negotiation. Lenders also
play a vital role in insurance situations. Lenders can file insurance claims on the
borrower’s and lender’s behalf. Lenders can often intercede in insurance disputes,
provide copies of original policies, verify the borrower’s identity and monitor (secure) the
funds for rebuilding. In the case of distribution of grant awards, entire programs and
processes had to be set up. There was no real back-up system for dealing with lost title
documents and questions of identity. Obtaining property values or damage estimates
was difficult. Eligibility rules had to be established, valuation models had to be created,
title issues needed to be cleared and dozens of other issues have arisen. While many
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homeowners are frustrated by the slow pace of awards, both states have done
admirable jobs with these programs. There are lessons that can be learned from their
experiences, but all in all the states have done a great job.

Current Status

As these programs serve the people of Louisiana and Mississippi, many homeowners
continue to receive forbearance on their loans, over 500 days after Katrina. Our
forbearance policies have worked. Data collected and released by the MBA? show that
immediately after the storm, at the end of the fourth quarter of 2005, there were aimost
50,000 loans that were over 90 days past due. By September 2006, that number had
falien to fewer than 17,000, but foreclosures were begun on fewer than 4,000 properties
in the state up to that point in 2006, and most of these were outside the storm area.’
For comparison purposes, in the First Quarter of 2003, long before the storm, about
4,000 loans were over 90 days past due, and there were about 2,000 new foreclosures.
The comparable figures for Mississippi are: over 18,000 loans were 90+ days past due
in the 4™ Quarter of 2005 but fewer than 9,000 by September 2006. in the first three
quarters of 20086, foreclosure began on under 3,500 properties in Mississippi. in the
First Quarter of 2003 about 2,000 loans were over 90 days past due, and there were
about 800 new foreclosures in Mississippi.

The cost to the mortgage industry to offer forbearance on this scale is enormous. The
interest payments alone that servicers must advance to investors amount to an average
of $10,000 per home per year. Given the long term delinquency rates we are seeing, a
reasonable estimate of the total cost of these policies is $258 million.

Loans that are over 90 days past due generally move into foreclosure. The fact that so
many loans in these states are over 90 days past due, yet the new foreclosure rates are
relatively low, shows that there are thousands of people who continue to receive
forbearance. Delinquency and foreclosure data are only collected at the state level, so
we cannot be sure what proportion of these loans are in the impacted area. However, it
is safe to assume that the vast bulk of loans over 90 days past due, but not in
foreclosure, are in the impacted areas. Specifically, we can estimate that about 10,000
people in Louisiana and 4,000 in Mississippi continue to receive forbearance. Cur
lenders were surprised that many borrowers did not want extended forbearance and are
continuing to pay their mortgages on time.

Once again, this forbearance is done voluntarily by servicers and the secondary market.
It does not come without cost. While servicers no longer have to advance principa! and
interest payments on some of the GSE loans in forbearance, a significant percentage of

2 Mortgage Bankers Association: National Delinquency Survey, 3 Quarter, 2006. Data from this study are not

aggregated below the state level. The full survey can be found at:

hitp./imww. mortaagebankers. org/ResearchandForecasts/ProductsandSurveys/NationalDelinauencySurvey.htm
“foreclosure begun” means the loans have started the process of foreclosure but have not been sold at foreclosure

sale. Loans are classified “in foreclosure” according to investors’ or local requirements. Investor standards define “in

foreclosure™ as meaning the loan has been referred to a foreclosure attorney or first legal action has occurred.

Mortgage Bankers Association, National Definquency Survey. Only 1 out of 4 properties “in foreclosure” reaches

foreclosure auction, Mortgage Bankers Association, The Residential Mortgage Market and Hts Economic Contextin
2007, January 30, 2007.



174

private-label and all government loans remain in the securities and continue to require
pass-through of principal and interest to investors. Lenders are still required to pay tax
and insurance payments, manage these loans and perform basic property preservation.

Lessons Learned and Suggested Remedies

The experience of these storms and their aftermath has given us a template for action ir
the event of another catastrophe. However, while the homeownership piece of this
tragedy was better addressed than many other parts of the response to the storm, there
are significant lessons that can be learned. We present the following issues for
consideration:

A. NEPA

The National Environmental Policy Act (NEPA) was one of the greatest challenges the
MBA encountered when working with the states in their development of plans to
implement the disbursement of CDBG funds. NEPA effectively hamstrung the states
into how they could design their grant distribution program. Here is the problem: NEPA
requires that “every federal agency evaluate the potential environmental impacts of
major federal actions significantly affecting the quality of the human environment.”*
CDBG grants are subject to NEPA and other environmental laws contained therein,
including historic preservation, floodplain management and wetland protection, coastal
zone management, sole source aquifers, endangered species, wild and scenic rivers,
air quality, farmland protection, HUD environmental criteria and standards, and
environmental justice.

What this means is that HUD or its “designee” (the state) cannot specify the use of
CDBG funds specifically for rebuilding, for example, without performing environmental
assessments on each and every property indicating any impact of rebuilding (the
“federal action”) on historic preservation, floodptain management and wetland
protection, coastal zone management, sole source aquifers, endangered species, wild
and scenic rivers, air quality, farmland protection, HUD environmental criteria and
standards, and environmental justice. While these are laudable goals, properties were
pre-existing and thus the impact of rebuilding pre-existing housing would have no
significant new impact on these particular concerns or could be addressed locally, such
as with historic preservation.

Moreover, NEPA, in this context at least, has little to do with clean up of hazardous
substances caused by hurricane damage or ensuring the safety of citizens before they
repair or rebuild. What is even more troubling is that there are broad exemptions and
exclusions offered under NEPA for national disasters, yet there is no one federal entity
in charge of “activating” them. At one time, MBA considered requesting that each
agency responsible for enforcing these environmental laws officially “waive” NEPA or
“activate” the exemptions and exclusions, but we quickly determined such a task was
futile. Time was of the essence and this was just too time-consuming. in the end, HUD
and the states did a remarkable job of crafting plans that complied with NEPA, but the
process was difficult, time consuming and even today, the states are not given the

(42 US.C. § 4332(2)(C))
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freedom to impose controls on the use of the funds. We recommend creating a
mechanism that would allow the President of the United States or another appropriate
government entity to “activate” the NEPA exemptions and exclusions or otherwise
waive NEPA for the purpose of rebuilding pre-existing housing after a disaster.

B. Duplication of Benefits

One of the continuing obstacles that homeowners face is receiving the proper amount of
funding to make the necessary property repairs. Under the Stafford Disaster Relief and
Emergency Assistance Act® federal agencies are not permitted to give recipients of
federal assistance duplicate benefits. While in theory this statutory requirement makes
sense, in practice it is causing some deficiencies in funding.

In the case of residential homeowners, duplicate benefits are those federal benefits
obtained by the homeowners that are for the same purpose as those provided by
another source, i.e., private insurance, FEMA, or SBA benefits to repair the home. As
an example, a “duplication of benefit” will occur when CDBG funds, combined with a
SBA loan for structural repair (and other sources of relief or funds for repair), exceed the
SBA's estimate of damage. Unfortunately comparing an SBA loan and a CDBG grant is
like comparing apples to oranges because they use different valuations of damage and
often cover different line items of damage. This situation results in the state being
required to pay down the SBA loan with CDBG grant funds, but it leaves the
homeowner with insufficient funds to repair the property. This occurred in Mississippi,
where homeowners were awarded CDBG grants, but received no funds or had
significant deductions because the money went to another government agency to pay
down a loan or payback grants. While paying down SBA loans with grant funds can be
advantageous if all property repairs are completed, it is problematic when CDBG money
is still needed to complete the rebuilding. Likewise, repayment of FEMA grants should
not be triggered upon mere receipt of CDBG funds.

To avoid these deficiency problems, MBA recommend that SBA benefits be defined as
the value of the interest rate subsidy--that is the value of the discounted interest rate on
the SBA loan when compared to a market rate loan. Because a loan is a liability, the
SBA component should be treated differently than insurance and grants. This
recommended approach was used in New York after 9/11 when compensation grants
were awarded to encourage people to move back to the City. In addition, MBA
suggests that the agency (i.e., the state) “creating the duplication” should have the right
to make the duplication of benefits calculation, because it can trim some time off getting
grant proceeds to the recipients. We want to commend the SBA for their diligent and
quick work on these matters. SBA has been very receptive to complex challenges such
as this and is working with the current duplication of benefits definition to make sure that
borrowers who still need money getit. MBA, therefore, reiterates that our
recommendations are merely suggestions for increasing efficiencies today and in the
event of another large scale disaster.

C. Coordinate Valuations Among All Government Entities

¥ 42 USC 5155
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As was the case after Katrina, valuations and appraisais of damaged properties are
often conducted numerous times by numerous agencies after natural disasters. There
should be some mechanism to “share” this information among agencies. The ability to
communicate among all agencies and even the private sector would reduce the number
of valuations being performed, thus saving the federal government and taxpayers
money and speeding up delivery of disaster assistance. One component that is critical
to achieving this objective is a common electronic language that ensures data is entered
and stored consistently, and with the same definitions by all, so that computers “can talk
to each other” and data and be sorted and manipulated as desired.

D. Study to Explore the Most Efficient Means to Dispense Federal Assistance
By all means, Congress, the federal agencies and state agencies involved in housing
recovery have done laudable jobs in providing home repair assistance to victims of
Hurricanes Katrina and Rita. The fact that money has been appropriated, plans
developed, obstacles overcome and grants are available and being awarded is truly
remarkable and 1, along with my fellow citizens, am truly grateful. The long road we
took and the lessons we learned along the way should not be forgotten. With this
purpose in mind, MBA recommends that the federal government undertake a study that
would document the lessons we have learned so that those who come behind us and
face similar challenges can benefit from our wisdom and even our mistakes. The study
should document the processes that have worked and more importantly explore if there
are ways to “build a better mouse trap”. The study could cover broad policy decisions
such as the appropriate federal vehicles for disbursing federal dollars to small details
such as underwriting standards for SBA loans or caps and eligibility limitations on FEMA
grants. it's worth the effort.

E. Enhancements to Government Programs

| would now like to turn to specific issues of concern for the mortgage banking industry.
Mortgage companies have pledged their support to assist borrowers and the
communities they serve during this crisis. However, many of the mortgage companies
that have faithfully provided credit to these communities and have granted borrowers
substantial forbearance and other assistance, will face their own chalienges as some
property owners decide not to return to the area or do not apply for CDBG grants.
Lenders are likely to incur significant loan losses when borrowers choose not to rebuiid,
are unable to rebuild or fail to apply for CDBG grants. While it is still too early to predict
the exact magnitude of financial losses, some effort should be made now to ensure
mortgage companies have appropriate and reasonable controls over ioan losses.

MBA believes it is critical to begin discussing these business concerns and possible
solutions before they become a crisis. At this point, lenders have not and do not want to
progress to foreclosure on properties in severely impacted areas. At some point,
however, foreclosures and other unfavorable dispositions will be necessary to stabilize
and revitalize areas. Unfortunately FHA and VA programs do not pay standard
insurance claims in the event of foreclosure on damaged properties. Servicers, who
only administer the loans (e.g. receive the small administration fee), are thus stuck
absorbing the catastrophic risk of the hurricanes with these government loans
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programs. Failure to address these issues will ultimately chill the industry’s participation
in these programs that have traditionally served iow- and moderate-income areas,
including the Gulf states. Since Katrina, at least one large lender has decided to no
longer originate and service FHA loans. Others have decided to no longer bid on FHA
servicing. We fear more will leave the program if this concern is not addressed.

F. Treatment of FHA Non-Conveyable Properties.

The Federal Housing Administration (FHA) provides credit insurance against the risk of
foreclosure losses associated with loans originated according to FHA standards. FHA
generally pays an insurance claim when it takes title (conveyance) to a property as a
result of foreclosure. To convey a property and receive insurance benefits, however,
FHA requires that the property be in “conveyance condition” (i.e., saleable condition).
Properties that have sustained damage attributable to fire, flood, earthquake, tornado,
hurricane, boiler explosion (for condominiums), or the lender’s failure to preserve and
protect are not eligible for insurance benefits unless they are repaired prior to
conveyance of the property to the FHA. While HUD has in the past accepted properties
in “as is” (damaged) condition on a case-by-case basis, this is rarely done. Moreover,
HUD wili deduct from the “as is” claim the estimated cost of repair. HUD should accept
conveyance of damaged properties and not adjust the claim for the cost of repair when
there was no failure on the part of the servicer to obtain hazard or flood insurance
pursuant to federal faw or if a borrower is eligible to apply for CDBG grant funds, but
fails to do so. In addition, to the extent that a property is not conveyable (i.e.,
condemned, demolished by local, state, or federal government or deemed to be a
Superfund site, etc), HUD should be permitted to pay the full claim without taking
conveyance of the property. At this time, MBA does not believe HUD has the statutory
authority to manage claims in this manner.

G. VA No-bids

Unlike the FHA, The Department of Veterans Affairs’ (VA) Loan Guaranty Program does
not provide 100 percent insurance against default losses. The VA is unique in passing
risk of declining market prices to servicers because it provides only a limited guaranty.
The guaranty varies, but generally covers 25 percent of the original loan balance. In the
event of a liquidation sale (i.e., foreclosure), the VA uses a statutory formula to
determine if it will pay only the guaranty or pay the servicer the outstanding debt (called
“total indebtedness”) and take title to the property. When the latter occurs, the VA sells
the real estate owned to recoup the amount paid to the servicer.

When the former occurs and the VA determines not to take title to the property, it will
issue what is called a “no-bid” Advice Letter. A no-bid occurs, by statute, when the net
value (fair market value minus a statutory VA “holding cost” factor) is less than the
unguaranteed portion of the total indebtedness (unpaid principal balance, aliowable
interest and advances less any credits). When this occurs, VA will pay the amount of
the guaranty, but will not take title to the property. The servicer thus takes any loss after
the resale of the property. These losses can be substantial, and in the wake of
Hurricane Katrina, could be catastrophic.
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Most VA loans are in Ginnie Mae Mortgage Backed Securities and, thus, we reiterate
that servicers do not get the benefit of the principal and interest payments. The
principal and interest is passed through to security holders, who are protected 100
percent against principal loss by Ginnie Mae’s guaranty. The servicer takes the
principal, interest and even out-of-pocket loss exposure to a large degree, despite the
fact that they receive only a small administration fee per loan as income. Servicers are
thus not equipped nor are they compensated to absorb catastrophic principal, interest
and other losses. While it is true that servicers are aware of the risk exposure
associated with the VA program, we believe this risk exposure is one factor for the
shrinking demand for VA products. We are concerned that without some targeted
reduction, servicers may abandon the program altogether as too risky or will increase
rates to price for the catastrophic risk. Standard no-bid risk (non-catastrophic) aiready
accounts for one-quarter to one-half percent higher interest rates on VA loans than
FHA-insured loans.

In an effort to provide the VA with flexibility in this area and to assist morigage
companies in containing total losses, we ask that Congress consider providing the VA
authority to waive the statutory requirement to declare no-bids. We ask that VA be
permitted to take conveyance to a property and pay the total indebtedness and out-of-
pocket expenses in cases of federally declared disasters areas without having to abide
by the no-bid calculation. We also suggest allowing the VA to pay a claim even when
conveyance does not occur due to unique circumstances, such as a declaration of
hazardous waste contamination on the property.

We believe that by making the necessary statutory changes to these programs, these
agencies will have more comprehensive authority to manage the issue of damaged
properties and claims after a catastrophic disaster. The changes will demonstrate the
federal government’s commitment to these programs that will attract participants to the
program. Without these changes, more lenders and servicers are likely to abandon
these products as foreclosure losses begin to mount, thus affecting the future viability of
programs specifically designed for low- to moderate-income households.

Conclusion

The mortgage industry responded admirably and correctly to the myriad of challenges
spun from the destruction of Katrina and Rita, despite significant cost. While we have
outlined some problems with various federal laws that have caused delays or reduced
benefits, the government at all levels deserves commendation as it relates to CDBG
funding. In a relatively short time, Congress injected billions of dollars into a region that
needed it and the states designed significant programs to disburse the funds to
individual homeowners. While not perfect, this is a significant achievement that
deserves recognition.

These programs will not be enough, however, to re-vitalize the region, particularly in
New Orleans. While Mississippi has thriving tourist and aquaculture industries, the City
of New Orieans faced significant and persistent problems before the storm hit. if the
city is going to recover to its pre-storm level, addressing the needs of homeowners will

11
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not be enough. Basic services, public and private, need to be strengthened. Significant
progress has been made with education and healthcare. However, rental and public
housing continue to be problem areas.

There is also a need to maintain and increase the number of private services — the little
things that make urban communities thrive, such as locally owned dry cleaners and
restaurants, the basic services that people depend on have to be given an opportunity
to return. Without ail of these elements coming back, more and more people will move
out of the city, further depressing housing prices. This can create a vicious circle, as
people make the economic decision that it is less expensive to let a house sit vacant
than to sell or rent it. This leads to further depressed housing prices, leading to
foreclosures and all of the social ills that come along.

We will do all we can to ensure that the Gulf Coast comes back and is better than ever
before. We have already shown our willingness to sacrifice for this cause. But our
sacrifice will not be enough. This is a national problem, and national solutions need to
continue to be put into place to ensure that the region returns better than it ever was.
We urge Congress to consider our suggestions.

12
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Chairman Frank and members of the Committee, { would like to thank you for the
opportunity to testify today on the federai housing response to Hurricane Katrina. { am here on
behalf of my clients, the more than 4,000 families who remain displaced from New Orleans
more than 17 months after the storm because of the federal housing response, which was to
lock them out of their homes and prevent their return to New Orleans. Today joining me are
residents of New Orleans public housing who have traveled to Washington, D.C. to represent
their families, neighbors, and friends in urging you to support their right to return immediately.!

My name is Judith Browne-Dianis, | am co-director of and senior attorney at
Advancement Project, a racial justice legal action organization that works with grassroots
organizations to achieve a just democracy. | am a graduate of Columbia University School of
Law and served as managing attorney and director of the Fair Housing Program at the NAACP
Legal Defense and Educational Fund. With more than 13 years of civil rights litigation
experience in the areas of fair housing, voting rights, education, employment and heaith care, |
have spent the fast 17 months protecting the rights of Hurricane Katrina survivors through
fitigation and advocacy. Advancement Project has filed litigation to stop evictions from rental
properties and demotlition of homes without due process and to establish out-of-state satellite
voting for displaced voters. We have also advocated for financial resources for renters who
have no remedy under Louisiana’'s Road Home program and for low-income families. Lastly,
we have exposed the exploitation of immigrant workers in New Orleans and the exclusron of
African-American workers from reconstruction jobs in the city.

Prior to Hurricane Katrina, there were 5,146 families living in public housing.? On August
29, 2005, these families were among those ordered to evacuate New Orleans in the immediate
wake of Hurricane Katrina. Like the other predominately vulnerable —~ elderly, children, and
disabled — evacuees, they took only what they could carry and were stranded for days before
government assistance found its way to them. Like thousands of other evacuees, public
housing residents expected to return when the mandatory evacuation order was lifted six weeks
later. The basis for their expectation was eminently reasonable: Most of their homes sustained
little or no damage. Today, most of these families are still waiting to come home.

In the context of a humanitarian crisis unseen before on U.S. soil, HUD's response was
to shutter habitable public housing and to shut citizens out of their homes. In the backdrop of a
colossal crisis of affordable housing in New Orleans, HUD's response is to embark upon a

*Attached are letters supporting the residents' right to return submitted by: Amnesty International USA;
Robert R. Eiliott, concerned citizen and former General Counsel to HUD; the Greater New Orleans Fair
Housing Action Center; and Advocates for Environmental Human Rights. See Attachment A.

*There were an additional 3,000 units that the Housing Authority of New Orieans (HANO) kept vacant,
despite having a waiting list of more than 8,000 families, who had applied but did not yet receive public
housing, and despite the fact that many families were not even able to get placed on the waiting list. See
Exhibit A, HANO Annual Plan for Fiscal Year Beginning 10/2003, pgs. 8-9.
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scheme, without an interim pian to bring residents back home, to re-design public housing — a
design that will shrink the number of affordable units and take years to compiete.

But as Congress recognized right after the storm, this is a crisis, not an opportunity.
Congress mandated that HUD preserve ail public housing to the extent possible and made
available funds that HUD could and should have used to re-open undamaged or minimally
damaged units immediately. HUD, however, ignored Congress’ mandate. Most of New
Orleans’ public housing continues to be locked up. And in June 20086, instead of welcoming
families home, Secretary Alphonso Jackson unveiled a plan to demolish four of the biggest
developments - approximately 5,000 units in total — and to create far fewer housing units for
low-income families in New Orieans. Under this plan, most residents will remain displaced for
another three to five years, if not forever.

For months prior to that announcement, Advancement Project heard from residents that
they wanted to return. Thus in late June, along with attorneys Bill Quigley of Loyola Law
School, Tracie Washington, and the law firm of Jenner & Block, LLP, we filed ‘a federal class
action lawsuit to secure their right to return. This action, Anderson v. Jackson, is currently
pending and is in the process of being scheduled for trial.

We cannot ignore the role that race has played in the overall federal response to
Hurricane Katrina. For days, tens of thousands of African Americans were left stranded by all
levels of government as the floodwaters in New Orleans rose. Many public housing residents
were among those left behind. Many of them stayed in the sturdy, elevated, brick buildings of
Lafitte, St. Bernard, C.J. Peete, and B.W. Cooper, where they felt safe. Days passed and the
federal government slowly came to the rescue. As many Americans watched this tragedy
unfold, they could not deny that race stili matters. On the one-month anniversary of the storm,
HUD Secretary Alphonso Jackson wrote the script for what was to come when he stated that
New Orleans “is not going to be as black as it was for a long time, if ever again.”® Congressman
Richard Baker (R-LA) ail but applauded the tragedy, stating that “{w]e finaily cleaned up public
housing in New Orleans. We couldn’t do it, but God did."* No one expected that they would not
be welcomed home quickly after the trauma they suffered. But race, unfortunately, has been
front and center in the federal response to the housing crisis in New Orleans.

Our clients want to return to their homes now. The cruel, unjust, and illegal actions of
federal and local housing agencies are incomprehensible. Residents of public housing want to
return to work, their communities, and be reunited with their families. They want to have a voice
in discussions about the future of their homes and their neighborhoods. These families have a
right to return and should be able to do so immediately.

The Congressional Housing Response
Congress’ mandate concerning affordable housing in New Orleans after Hurricane

Katrina was responsive to the magnitude of the crisis. Hundreds of thousands were displaced
in the aftermath of the storm. New Orleans’ affordable housing stock took a huge hit from

®Lori Rodriguez, et al., New Orfeans’ Racial Making in the Air: Some Black Areas May Not be Rebuilt
HUD Chief Says, THE HOUSTON CHRONICLE (Sept. 29, 2005) at B1, available at
;mpzllwww.chron.comldisplstorv.mpllfrontl3374480.html.

Charles Babington, Some GOP Legislators Hit Jarring Notes in Addressing Katrina, THE WASHINGTON
PosT (Sept. 10, 2005), at A04, available at hitp//www.washingtonpost.com/wp-
dyn/content/article/2005/09/09/AR2005090901930. htmi
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Hurricane Katrina. Of the city’s approximately 142,000 units that were damaged or lost, an
estimated 112,000 — 79 percent — were affordable to low-income households.®

In this context, Congress directed HUD to preserve, to the extent possibie, ail public
housing in areas affected by Hurricanes Katrina and Rita.® Moreover, Congress appropriated
funds for this mandate, permitting fungibility between public housing and voucher funds through
Section 901 of the December 2005 supplementat bill (and by extending fungibility every year
since). The key purpose of Section 901 was to give agencies the funding and flexibility needed
to make these immediate repairs to public housing units that had not been severely damaged or
destroyed. Congressional intent was clear: to allow as many families as possible to return
home quickly.

HUD has, for the most part, not only ignored this mandate in the context of New Orleans
but has in fact done the exact opposite. HUD was slow to issue notices implementing Section
901. The Housing Authority of New Orleans (HANO), whose recovery and redevelopment plans
are directed by the HUD receivership team,” still has not made repairs to and has not reopened
most of the units that they had deemed after the storm habitable or repairable. Furthermore,
HUD is moving swiftly to implement plans to destroy perfectly habitable housing that would keep
thousands of public housing families displaced for years.

HUD’s response to Hurricane Katrina in New Orleans

HUD’s plans in New Orleans has transitioned over time from promises of welcoming
families home quickly to plans of re-development over a period of several years, with no interim
plan of bringing home all of the families who not only want to return but have a right to retum.

In its initial assessment after the hurricane, HANO determined that most developments
had units that could be reopened with some work. Specifically, HANO found that:

= St. Thomas and Fischer developments experienced only minor damage;

= [berville, Guste, C.J. Peete, Lafitte, and BW Cooper experienced minor to moderate
damage (though around 300 units in BW Cooper experienced no flooding and little wind
damage); and

= St Bernard, Florida, and Desire sustained some severe damage.? (But even in these
cases, the presence of damage often was restricted to first floors, not upper floors where
the flooding did not reach.)®

SNLIHC Estimates 71% of Units Lost in Gulf Coast Were Low Income, National Low Income Housing
Coalition, available at http:/Awww.nlihc.org/detailfarticle cfm?article id=26708&id=48.
EAct of Dec. 30, 2005, P.L. 148; 119 Stat. 2680.
In 2002, HUD placed HANO in receivership. As a result, through its management team, HUD is
responsible for managing the day-to-day operations of the housing authority, including the assessment of
damages to HANO's public housing units and redevelopment plans. HUD Names New Recovery Advisor
and Receiver to Advance Current HANO Hurricane Recovery Efforts (Apr. 14, 2008), available at
hito:/iwww.hud gov/news/release cfm?content=pr06-043.cfm. For this reason, this Statement refers to
the actions taken by HANO as those taken by HUD.
®Housing Authority of New Orleans Post-Katrina Frequently Asked Questions, available at
hitp://www.hano.org.

Bill Sasser, Locking Out New Orleans’ Poor (June 12, 2006), available at

http:/iwww_ salon.com/news/feature/2006/06/12/nola _housing/index_np.html.
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HANO announced that they intended to clean, repair and open Iberville first, followed by
C.J. Peete, then a quadrant of about 300 units at B.W. Cooper, and finally, Lafitte.'®

As the one-year anniversary of Hurricane Katrina approached, these promises remained
unfulfiled and appeared to be retracted. During the months following the storm, HANO boarded
up and fenced off several developments. Steel plates were mounted on the doors and windows
of Lafitte. Fences were erected, topped with razor wire, around St. Bernard, Florida, and B.W.
Cooper. Although HANO claimed they were securing the buildings, residents accurately
perceived that they were being kept out of their homes. Moreover, the buildings were not
uniformly secured; C.J. Peete, for example, was left wide open and therefore the homes and
infrastructure in that development were damaged from vandalism.

Then HUD made known its objective. On June 14, 2006, Secretary Jackson announced
a plan to demolish four of New Orleans’ largest developments, with more than 5,000 units
among them: C.J. Peete, B.W. Cooper, Lafitte, and St. Bernard.' The plan would constitute the
largest demolition in the city’s history, " destroying more than 70 percent of New Orleans public
housing stock, which totaled 7,100 units.

HUD rationalized its decision to raze these affordable housing units by stating that they
“endured moderate to severe damage,”*® despite the prior acknowledgment that some of these
units suffered only minor water damage and many could be habitable again once repaired.™

Furthermore, HUD and HANO moved forward with plahs for redevelopment despite the
fact that it is much cheaper to repair units than to demolish and rebuild them. HUD estimated:

* The cost to repair Lafitte public housing development is $20 million. The cost to
completely overhaul the development $85 million. The estimated cost for demolishing
and rebuilding Lafitte is more than $100 million.

= " The cost to repair St. Bernard public housing development is $41 million. The cost to
substantially modernize the development is $130 million. The estimated cost to
demolish and rebuild St. Bernard is $197 million.

= The cost of substantially renovating B.W. Cooper public housing development is $135
million. The estimated cost to demolish the development is $221 million."

Even these estimates of demolition and redevelopment are questionable. Subseguent
HUD documents indicate that HUD may not know how much redevelopment will cost.®

9See Exhibit B, Housing Authority of New Orfeans Post-Katrina Frequently Asked Questions (Apr. 2006).
"' See Exhibit C, HUD Outlines Aggressive Plan to Bring Families Back to New Orfeans’ Public Housing
(June 14, 2006).

?Susan Saulny, 5,000 Public Housing Units in New Orleans Are to Be Razed, THE NEW YORK TIMES
(June 15, 2006), avaiiable at
hitp:/fwww.nytimes.com/2006/06/15/us/15housing. htmi?ex=13080240008en=7e1599e4112fed5d&ei=508
8&partner=rssnyt&.

See supra note 11.

*Four N.O. Housing Developments Will Be Demolished, THE TIMES-PICAYUNE (June 15, 2006), available
at hitp./fwww . nola.com/news/i-p/frontpage/index.ssf?/base/news-5/1150356990188590.xmi&coll=1.
YExhibit D, Housing Authority of New Orleans: Prefiminary Recovery Plan for the Redevelopment and
Repair of Public Housing Properties: Summary, pgs. 18,2224,
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Furthermore, the current redevelopment plans will further exacerbate the affordable
housing crisis by eliminating 3,200 public housing units:

= St Bernard will go from 1,400 apartments to 465 apartments, only 160 of which will be
public housing units for very low-income families. There will be 160 tax-credit, mixed-
income and 145 market-rate units.

= C.J. Peete will go from 723 units to 410, 154 will be public housing eligible, 133 tax-
credit, mixed-income and 123 market-rate units.

= B.W. Cooper will go from 1546 to 410, 154 will be public housing eligible, 133 tax-credit
mixed-income, and 123 market-rate units.””

The justification proffered for the demolition is questionable. Documents obtained from
HANO indicate that HUD and HANO misled the pubilic to justify their plans. As officials were
drafting talking points about their plan, William Thorson, the HANO receiver (a HUD employee
appointed by HUD to fun the day-to-day operations of HANO), recommended that staff “tak[e]
photos of the worst of the worst ... Pictures are worth a 1,000 words,” and to check for the
presence of lead apparently not to evaluate safety, but to justify its demolition plans even
though “the per unit cost [of repairs] is relatively low.”"® Thorson also directed staff to use scare
tactics by using news articles about murders at another development, “the idea being that
reopening Lafite as before would create another Iberville.”*® In another instance, HUD admits
that the interior damage in C.J. Peete is minimal and overall it was moderate, but makes note
that since Hurricane Katrina, the vacant property has "become a prime location for retail and
residential- development.”® HUD's plan is clearly not about habitability and cost of repairs. Nor
is HUD concerned about the immediate affordable housing crisis or the despair of dispiaced
survivors of Hurricane Katrina. Many observers believe this is about race, class and prime land.

To date, HUD has failed to make good on the little it has promised to residents. HUD
promised to open 2,000 units by August 2006. This date was moved back to September; it was
again delayed to December. To date, only 1,100 units have been re-opened since Hurricane
Katrina. While HUD and HANO have moved slowly to bring families home, they have
aggressively pursued their plans for demolition and disposition. HANO abbreviated
consuitation with residents and has sought to shorten the timeline of review of its demolition
plan. In addition, Requests for Qualifications have been published and qualifications were
received on January 5, 2007, for the St. Bernard, C.J. Peete, and B.W. Cooper developments.
HUD is presently reviewing these applications. While plans for redevelopment are being fast-
tracked, plans for the return of residents are at a standstill.

'®See Exhibit E, Email from William C. Thorson to Kedrin T. Simms, copied to Kevin Galiagher, Patricia
Arnaudo, Dominique G. Biom, Jeffrey Riddel, Donaild Babers, Justin R. Ormsby, re: Public housing (Aug.
2, 2006) (*The issue of rebuilding costs is somewhat of a premature issue for HANO at the moment.”)
""Requests for Qualifications for B.W. Cooper, C.J. Peete, and St. Bernard, available at

http://www.hano.org/contractors.htm

Exhibit F, Email from William C. Thorson to Jeffrey Riddel, copied to Dominique G. Blom, C. Donald
gabers, and Justin Ormsby, re: working draft of talking points (Aug. 4, 2006).

Id.

®Exhibit G, HANO Preliminary Recovery Plan, C.J. Peete Housing Development (Apr. 24, 2006).
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Residents’ Right to Return and Right to a Voice

For months after Hurricane Katrina, residents of public housing attempted to return
home but were unsuccessful.- When the mandatory evacuation was lifted, many public housing
residents returned with the masses of other New Orleanians hoping to ctean up and resume
their lives. But residents of public housing were not weicomed. Residents reported being
forced by police officers to leave their perfectly habitable units. Other residents, happy to find
that their homes untouched by the flood waters, were told by HANQ that they could not re-
occupy them; HANO staff told them they would let them know when they could move back in but
they heard nothing. Most public housing residents have lived in limbo in far away places,
uncertain about their futures and never getting answers from HANO.

Although time has passed, a majority of public housing residents still want to come
home. In October 2006, HUD reported that an estimated 65 to 70 percent of the families want
to return to New Orleans.?! We believe the number is higher. In fact, according to a recent
survey conducted by Providence, one of the agencies with whom HUD contracted to redevelop
the Lafitte development, 90 percent of the Lafitte residents want to return.

Many residents are in fact, desperate to return home. The reasons are clear. They
have been separated from their homes and the surrounding communities and are dispersed
throughout other parts of Louisiana, in Texas, Georgia, Florida and other states. For many of
them, this is their first time outside of their beloved New Orleans. They have been separated
from their families or forced to live in cramped and inadequate conditions in the homes of
friends and family members. As displaced persons, many have encountered stigmatization and
discrimination. Many have been unable to find employment in their new cities, a problem that
the statistics have confirmed is pervasive: In September 2006, the Bureau of Labor Statistics
estimated that the unemployment rate for Hurricane Katrina evacuees who remain displaced is
triple that of those who have returned.?? Many are faliing deeper into poverty as they struggle to
pay utilities and other expenses associated with displacement. In addition to the trauma they
underwent in the days and weeks after Katrina, they now suffer from the strain of
displacement.?

Uncertain as to their future and suffering severely in their present circumstances, HUD's
June 2006 demolition announcement came as another devastating blow to residents. On June
27, 2006, we filed Anderson v. Jackson, on behalf of all New Orleans public housing residents,
all of whom are African American, who were displaced from their units in the aftermath of
Hurricane Katrina and who want to return to their homes and to New Orleans. The action was
filed against Secretary Alphonso Jackson, HUD, HANO, C. Donald Babers (HUD appointee as
HANO Board of Commissioners), and William C. Thorson (HUD appointee as Executive
Administrator), in the U.S. District Court for the Eastern District of Louisiana. Motions for a
preliminary injunction and summary judgment are pending, as well as a motion to dismiss in
which HUD claims it is not responsible for the actions taken.

'Seg Exhibit H, Letter from Secretary Alphonso Jackson to the Honorable Barney Frank (Oct. 3, 2006),
.8

EzgSee Katy Reckdahi, Razing a Community: Second in a two-part series, GAMBIT WEEKLY, Oct. 31, 2006,

available at http://iwww bestofneworleans com/dispatch/2006-10-31/news_feat.php

BFora thorough discussion of the deleterious impact of displacement and community dismemberment,

see Mindy Thompson Fulfiove, Root Shock: How Tearing Up City Neighborhoods Hurts America, and

What We Can Do About it (2004).
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The Anderson v, Jackson lawsuit alleges that, by failing to re-open public housing and
subsequently proceeding to destroy the residents’ homes, the defendants have violated federal
and state laws. First, defendants’ refusal to permit the return of these 4,000 families has an
adverse impact on African-Americans and thus is unfawful under the Fair Housing Act (Title Viil
of the Civil Rights Act of 1968). Statements of officials such as Secretary Jackson and actions
taken also violate the Fair Housing Act by denying housing on the basis of race. Second, the
defendants’ actions and inaction constitute violations of the U.S. Housing Act of 1937. By failing
to repair units leaving them to further deterioration, defendants have effected a de facto
demolition in violation of the U.S. Housing Act. In addition, defendants’ failed to consuit with
residents about the demolition as legally required. Third, plaintiffs assert that by denying them
their homes without notice or an opportunity to be heard, defendants’ actions violate the Due
Process Clause of the U.S. Constitution. Fourth, plaintiffs make various state claims derived
from their rights under their valid leases.

Lastly, plaintiffs have placed their right to return in the larger context of international
human rights. For several years, the United States has been a co-sponsor of the United
Nations' resolution that adopted the “Guiding Principles on Internal Displacement.” According to
this document, which has been endorsed and expounded upon by the U.S. State Department,
the victims of Katrina are “internally displaced persons” because they were displaced within their
own country as a result of a natural disaster. By not permitting displaced residents to return,
and by not making special efforts to ensure their full participation in the planning and
management of their return or reintegration, HUD is violating international law.

Residents of public housing were marginalized and neglected by HUD and HANO prior
to Hurricane Katrina - nothing has changed. Federal law requires that residents be consulted
prior to demolition of public housing ostensibly so that they may participate in decisions about
their homes and communities. HUD and HANO wanted to short-circuit this process. As HUD’s
appointed receiver to HANO, William Thorson, admitted: “The public/Resident portion of the
process is the most controversial not to mention time consuming. it would be nice if we could
by paszssthe public portion of the PHA plan process...|f there was a way to do that, it would be
swell.”

Accordingly, HANO paid lip service to the consultation process by hosting one
consultation meeting to address demolition of all four developments more than five months after
HUD'’s June 14, 2006 demolition announcement. In fact, it was not untif Judge ivan Lemelle
(E.D. LA) pressured the Anderson defendants to consult residents that they made a minimal
attempt to do so. HANO finally convened one en masse resident consultation meeting on
November 29, 2006. Even if one is to believe in theory that true “consultation” was intended in
these circumstances, HANO convened the meeting to ensure that minimum consuitation couid
in fact occur. For example, HANO held only one meeting in New Orleans (when the majority of
residents are displaced outside of the city), provided no transportation, held the meeting on a
week night when residents previously stated that a weekend was far better, and held it at a
location that was not handicap accessible and where the public transportation stopped running
before the meeting ended. Several residents reported that they never received notice of the
meeting.

*3ee Exhibit I, Advocates for Environmental Human Rights, Recommendations for Preventing Human
Rights Abuses in the Reconstruction of the Hurricane-Damaged Gulf Coast Region of the United States.
Exhibit J, Email from William Thorson to Orlando Cabrera, copied to Donald Babers re: Demo Game
Plan (July 21, 2006).
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Despite these significant barriers, resident participation at the November 29, 2006
meeting was overwhelming, illustrating residents’ profound interest in having input into decisions
concerning their homes and city. An estimated 350 people attended the meeting, including
residents who traveled from Texas, to oppose the demolition. About 50 individuals provided
comments on HANO's demolition and disposition plans. Approximately 30 residents and four
elected officials provided comments; the balance was community stakeholders. The residents
who provided oral comments represented each public housing development and some
scattered sites. Each and every speaker voiced opposition to HANQ's plan. Not one person
spoke in favor of demolition. Their message loud and clear — they do not want their homes
demolished.?®

In addition to questioning the consultation process, the Anderson litigation challenges
defendants’ assertions that thousands of units of New Orieans public housing are
uninhabitable.?” In October of 2006, we sent an architecture expert from MIT and a mold expert
(who has conducted many post-Katrina reviews) to assess a sample of the units in each of the
four developments. The experts found that:

= The “great majority of the units ha[ve] no visible mold growths” and the work necessary
to remove molid “would be minimal consisting mainly of housecleaning and sanitizing the
room surfaces."”®

= Damage at Lafitte is “minor” and “easily repaired.”®

* C.J. Peete is “substantially intact and recoverable,” and {mjany units are in good
condition.”®

= First-floor units at B.W. Cooper received “minor damage commensurate with the level of
flooding,” and only minor repairs are required in the upper units.”'

» Second and third floor units at St. Bernard are also in good condition.*

The architecture expert found no structural or nonstructurai damage was found that would
reasonably warrant any cost-effective building demolitions. He concluded that demolition is not
supported by the evidence. He further stated:

*[R[eplacement with contemporary construction would yield buildings of lower quality and
shorter fifetime duration, the original construction methods and materials of these projects
are far superior in their resistance to hurricane conditions than typical new construction and,
with renovation and regular maintenance, the lifetimes of the buildings in all four projects
promise decades of continued service that may be extended indefinitely.”*

2An official transcript of the November 29, 2008 HANO resident consuitation meeting is available at
hitp/iwww justiceforneworleans.org/index.php?module=article&view=718c2{fc9a09088e4009f6a7 0 1be34f
2d1a3=a78f55e0dfe0ef647df64343e8324eb5.
See Attachment B for photographs of the interior of sample Lafitte, B.W. Cooper, C.J. Peete, and St.
Bernard apartments.
Z®Exhibit K, Declaration of David Martinez, -at {1 6-7.
“Exhibit L, Declaration of John Fernandez, at ] 7.
¥id. at 7 8.
*id. at 9.
2id, at 7 10.
®id. aty12.
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These expert assessments, as well as historic preservation concerns, confirm what the
residents themselves already knew: The New Orleans public housing developments are
amongst the most valuable, durable, and solid buildings in New Orleans,*

HUD Worsens Affordable Housing Crisis

Since 1996, the number of public housing units in New Orleans has been drastically
reduced. In 1996 there were 13,600 units; only 7,100 units were left at the time of Hurricane
Katrina, of which only 5,146 were occupied. Hundreds of units were vacant, slated for
demolition prior to Hurricane Katrina but the need for affordable housing was immense.
Approximately 18,000 famifies (approximately 8,000 for public housing and 10,000 for Section 8
vouchers) were on HANO’s waiting list in 2005. Hurricane Katrina and HUD exacerbated this
crisis of affordable housing.

As noted previously, out of the 142,000 units that were damaged or lost in New Orleans
due to Katrina, 112,000 — 79 percent — were affordable to low income households. The
rebuilding of these units or new affordable housing has been painstakingly stow. The Louisiana
Hurricane Housing Task Force in December 2006 stated that there is an “urgent need” for
45,000 affordable rental units in Louisiana, 30,000 in New Orleans alone.® With this severe
dearth of affordable housing, and damage to other housing, rents have skyrocketed. While 32
percent of renters in New Orleans paid less than $500 per month pre-Katrina, average rents
have increased more than 70 percent from slightly under $800 to $1,357 a month % Arguably,
rents at the lower end of the market have increased more drastically.

In this stark scenario, it is nothing short of shocking that HUD wouid be opting for the
least swift, most costly way to deal with public housing in New Orleans. A number of displaced
public housing residents have been receiving vouchers through the Disaster Voucher Program,
which provides up to $1,490 a month for rental assistance. in the own words of HANO's
counsel, this is “a very generous governmental housing benefit.” But the residents are not
tooking for a generous government solution. VWhat they need is an expedious, effective solution
that will help them return home to New Orleans.

Furthermore, these vouchers, and other housing vouchers, are useless in New Orleans.
With an occupancy rate of nearly 100 percent, residents cannot find available housing upon
which to utilize vouchers. In the rare instance in which a vacancy exists, landlords will not
accept housing vouchers. For a snapshot assessment of housing available to voucher
recipients, we conducted a survey in partnership with Common Ground Collective. Of the 238
apartment complexes called, five were immediately available to voucher recipients, of which one
was exclusively for elderly renters. Approximately 16 apartments reported to accept vouchers
but were not accepting recipients at the time — these apartments had wait lists ranging from

*In addition to the issue of habitability, the historic preservation community has raised concerns about
the demolition plans. Seée Exhibit M, Letter from the National Trust for Historic Preservation to the
Honorable Alphonso Jackson (Dec. 6, 2006). See also Nicolai Ouroussoff, All Fall Down, THE NEW YORK
TiMES (Nov. 19, 2006), available at
htto/fwww.nytimes.com/2006/11/19/weekinreview/19ouroussoff. htmi?ei=50888en=2951eb8880134d5&
ex 13215924008partner=rssnytéemc=rss&pagewanted=print.

*Deon Roberts, Unaffordable Problem: N.O. Needs 30,000 Low-income Rental Units, NEw ORLEANS
CiTYBUSINESS (Dec. 4, 2006), available at
hito//fwww.neworleanscitybusiness.com/viewStory.cfm 7reciD=17465.

Jeffery Meitrodt, Rising Rent, THE TIMES-PICAYUNE (Oct. 15, 2006), available at
hitp://www.nola.com/archives/t-p/index.ssf?/base/news-6/116089224652770.xmi&coli=1.




190

three months to two years; one apartment had 1,200 applicants on a waiting list; others reported
that their waiting list was closed indefinitely.

HUD defends its plan to demolish most of New Orleans’ public housing stock at a time
when the city still cannot house the majority of its residents by claiming that its plan to repiace
the existing stock with privately-owned, mixed-income developments is a way to deconcentrate
poverty and build better housing. But as a New York Times architecture reporter noted, “[t]his
argument seems strangely disingenuous in New Orleans.” The reporter went on: “Built at the
height of the New Deal, [New Orleans'’] public housing projects have little in common with the
dehumanizing superblocks and grim plazas that have iong been an emblem of urban poverty.
Modestly scaled, they include some of the best public housing built in the United States.”®

Landmark and preservation groups concur. In its letter to Secretary Alphonso Jackson,
the Nationat Trust for Historic Preservation reminded the Secretary of a process created by law
that mandates HUD to consider the impacts upon historic resources of any redevelopment
plans. In its letter, the Trust urges Secretary Jackson to utilize this process to “explore the
benefits of re-using these buildings as a cost-effective means of providing affordable housing in
a timely fashion to the citizens of New Orleans.”® The Trust cautions that while wholesale
demolitions may be the first impuise, “Hurricanes Katrina and Rita already have caused the loss
of thousands of homes, and we are threatened with the loss of thousands more unless we
carefully explore alternatives.”*

Residents’ Demands

New Orleans public housing residents want to return home. They are tired of living
dispersed throughout the United States with no indication of when they can return. They want
to resume their lives in New Orleans and to be a part of the rebuilding of their city, their
communities, and their homes. .

Residents want the immediate return of public housing families to their habitable pre-
Katrina units. In addition, they seek to have a genuine consultation process regarding any
redevelopment plans prior to the issuance of Requests for Qualifications and Requests for
Proposals and thus, prior to the execution of any contracts for redevelopment. They want to
ensure that every family that resided in public housing pre-Katrina has the right to return to a
public housing unit in New Orleans. Lastly, they seek to increase the number of affordable
housing units in New Orleans to accommodate the overwheiming need.*'

On behalf of displaced and locked out public housing families of New Orleans who want
to return to New Orleans, | urge Congress to take all steps necessary to expeditiously return
residents to their homes and to ensure that they may participate in decisions about the future of
their communities.

:;See supra note 34 Nicolai Ouroussoff, All Fall Down, THE NEW YORK TIMES.
Id.

*See supra note 34 Letter from the National Trust for Historic Preservation to the Honorable Alphonso
Jackson.

O,

*As in the case of HUD's response in Mississippi, there must be a mandate of one-for-one replacement
in New Orleans. See Jackson Approves $100 Million Program to Help Five Mississippi Public Housing
Authorities to Recover from Hurricane Katrira (Aug. 17, 2006) available at
http://www.hud.gov/news/release.cfm?content=pr06-098.cfm
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House Committee on Financial Services

Statement by Amnesty International USA
February 6, 2007

Introduction

Amnesty International USA commends the House Committee on Financial Services for
examining conditions in the Guif Coast related to Hurricane Katrina. Amnesty International
believes that the best and most effective way to secure and rebuild lives is by utilizing human
rights laws, guidelines and structures.

Amnesty International’s 1.8 million worldwide members are dedicated to working on behalf of
economic, cultural, social, civil, and political rights. For more than four decades, our work has
been guided by the Universal Declaration of Human Rights and other international standards as
these have evolved, including the Guiding Principles for Internally Displaced Persons. Our most
recent annual report summarizes human rights concerns in 149 countries and territories. We are
an independent and non-partisan organization and receives no funding from any government.

We are pleased and honored to provide testimony for today’s session. Our statement
demonstrates how adequate housing is a recognized human right under international standards
and obligations, and describes the housing situation in New Orleans before and after Hurricane
Katrina, along with other related huran rights concerns. It provides a brief background on the
Guiding Principles and promotes their applicability to housing concerns in New Orleans. We
conclude with recommendations for Congressional action.

Housing as a Human Right

The right to adequate housing guarantees access to a safe, habitable, and affordable home with
protection against forced eviction. Without adequate housing, an individual is vulnerable to
human and natural forces, compromising other human rights including family life, health,
education, employment and privacy. The right to adequate housing is clearly supported by
international law built on the foundational Universal Declaration of Human Rights. Article 25
states: “Everyone has the right to a standard of living adequate for the health and well-being of
himself and his family, including...housing.”

The International Convention on the Elimination of All Forms of Racial Discrimination, to
which the USA is a party, includes, in Article 5, an undertaking by states’ parties to:

to prohibit and eliminate racial discrimination in all of its forms and to
guarantee the right of everyone, without distinction as fo race, color, or
national or ethnic origin to equality before the law, notability in the
enjoyment of the following rights:...(e) in particular...(iii) the right to housing
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The right to adequate housing is also protected in Article 14(2)(h) of the International
Convention on the Elimination of Discrimination Against Women, Article 27(3) of the
Convention on the Rights of the Child, and Article 11 of the International Covenant on
Economic, Social and Cultural Rights, all of which have been signed by the United States. The
latter provides for: “the right of everyone to an adequate standard of living for himself and his
family, including adequate food, clothing and housing...States Parties will take appropriate steps
to ensure the realization of this right.” As a signatory state to these treaties, the USA is bound
under the Vienna Convention on the Law of Treaties to not do anything to undermine the object
or purpose of the treaty.

Despite the clear and unequivocal status of the right to adequate housing in international human
rights law and standards, including in conventions which the USA has signed and ratified, it
remains true that 100 million people in the world have no place to live and over a billion are
inadequately housed, according to UN estimates.! Courts worldwide are increasingly acting to
uphold housing rights where governments have failed to comply with their obligations to respeet,
protect and fulfill these human rights.’ )

New Orleans Housing Before August 2005

The significant risk of hurricane-induced flooding in New Orleans was experienced and
understood after the 1965 Hurricane Betsy flooded 164,000 homes.> Betsy’s rainfall and storm
surge caused levees along the Industrial Canal and the Mississippi River Gulf Outlet to fail,
leading to devastating flooding. When the levee system was rebuilt after Betty by the Army
Corps of Engineers, it was engineered to only withstand a fast moving Category 3 Hurricane,
despite the risk of future Category 4 or 5 hurricanes that could put parts of New Orleans under 20
feet of wa