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(1)

RURAL HOUSING PROGRAMS: REVIEW 
OF FISCAL YEAR 2008 BUDGET AND 

PENDING RURAL HOUSING LEGISLATION 

Tuesday, May 8, 2007

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

COMMUNITY OPPORTUNITY, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 2:15 p.m., in room 

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

Present: Representatives Waters, Cleaver, Green; Biggert, 
Pearce, Gillmor, Neugebauer, and Davis of Kentucky. 

Also present: Representatives Hinojosa and Davis of Tennessee. 
Chairwoman WATERS. The Subcommittee on Housing and Com-

munity Opportunity will come to order. Today we are focusing on 
rural housing, and we will review the fiscal year 2008 budget and 
pending rural housing legislation. Without objection, all members’ 
opening statements will be made a part of the record. 

At this time, I would like to introduce our first panel who will 
be testifying before us today. And I would like to say to the panel 
that, without objection, your written statements will be made a 
part of the record. You will be recognized for a 5-minute summary 
of your testimony. 

On panel one, we have the Honorable Pamela Patenaude, Assist-
ant Secretary for Community Planning and Development, U.S. De-
partment of Housing and Urban Development, and we have Mr. 
Russell T. Davis, Administrator for Rural Development Housing 
and Community Facilities Programs, U.S. Department of Agri-
culture. 

Before our witnesses begin, we are going to recognize our mem-
bers. And with that, I would like to recognize the ranking member, 
Mrs. Biggert, for 5 minutes. 

Mrs. BIGGERT. Thank you, Madam Chairwoman, and thank you 
for holding this hearing today. I am afraid that I am going to have 
to leave, so I am going to yield my time to the gentleman from 
Kentucky, Mr. Davis, for 5 minutes. 

Mr. DAVIS OF KENTUCKY. Thank you, Ranking Member Biggert, 
and Chairwoman Waters, for holding this timely and important 
hearing today on the rural housing programs. 

As most of you know, last year I introduced H.R. 5039, the Sav-
ing America’s Rural Housing Act, with Chairman Frank and a 
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number of my colleagues on both sides of the aisle. The bill was 
voted favorably out of the Financial Services Committee, but, un-
fortunately, didn’t make it to the House Floor before the 109th 
Congress ended. 

H.R. 5039 was comprised of two major initiatives aimed at the 
section 515 program. First, the repeal of the unconstitutional por-
tions of the Emergency Low Income Housing Preservation Act of 
1987, or ELIHPA, to allow for pre-payment by certain owners, and 
second, to create a robust preservation program for the remaining 
515 portfolio. 

This bill struck the right balance in repealing unconstitutional 
and onerous restrictions on some 515 owners, and providing tenant 
protections to ensure no one is unduly affected by any owner wish-
ing to pre-pay. 

The pre-payment section is simply a good government provision 
that will save taxpayers money and unnecessary litigation costs 
and damage awards. However, the preservation section had the 
most potential to positively impact the aging housing stock of the 
515 program. 

According to an independent study, addressing maintenance and 
rehab costs now through financial structuring would save tax-
payers an estimated $2 billion. Restructuring deals would ensure 
a viable 515 portfolio for the next 20 years. 

I appreciated the constructive input in the past from many of to-
day’s witnesses when we constructed legislation last year, and 
moved the bill through the hearing and mark-up process. I look for-
ward to working with all of you, as we decide how H.R. 5039 
should evolve in the 110th Congress. 

Preservation of our 515 portfolio is critical to maintaining an 
adequate stock of affordable and safe rural housing. 

Chairwoman Waters, again, I truly appreciate your interest in 
affordable housing issues, and the initiative in holding this hearing 
today to discuss our pending housing legislation, as well as the 
rural housing budget. These are crucial issues to communities in 
rural areas like Kentucky’s fourth district, and I admire and share 
your passion for this issue, and look forward to the hearing from 
today’s witnesses. And with that, I yield back. 

Chairwoman WATERS. Thank you very much. Mr. Green, for 5 
minutes. 

Mr. GREEN. Thank you, Madam Chairwoman. Let me just simply 
thank you and the ranking member for hosting the meetings. I am 
eager to gain as much intelligence as possible. And in the interest 
of time, I will yield back the balance of my time. 

Chairwoman WATERS. Thank you very much. Do we have any 
others—Mr. Pearce? 

Mr. PEARCE. Thank you, Madam Chairwoman. And like the oth-
ers, I thank you for holding this hearing. Rural housing issues are 
very critical in the second district of New Mexico. We have 70,000 
square miles, and the U.S. Census reports that between 0 and 14 
people live per square mile. Much of it is at the zero end. 

New Mexico’s small population forces us to face many challenges, 
including the availability of affordable housing for many residents. 
I am pleased that today we may discuss several pieces of legisla-
tion regarding USDA and HUD rural housing programs. 
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Last Congress, I was a cosponsor of Representative Geoff Davis’s 
bill, the Saving America’s Rural Housing Act, which created a per-
manent revitalization program within USDA rural development, to 
allow for new financing of section 515 properties. 

It is imperative for the future of the section 515 multi-family 
housing portfolio, which depends on the preservation of existing 
properties. Preservation of existing section 515 properties will cost 
about $25,000 per property, compared to around $100,000 for 
newly constructed property. It’s a dramatic comparison, and one 
that means a lot in southern New Mexico. 

I look forward to further consideration of Mr. Davis’s bill, which 
will help families have access to affordable rental housing, and 
save taxpayers thousands of dollars. I also look forward to your 
comments regarding a section 502 direct single-family loan pro-
gram, and whether shifting this program to the self-supporting sec-
tion 502 guarantee program is viable. 

I understand the Administration is proposing to increase the sec-
tion 502 guarantees from 2 percent to 3 percent, making this mort-
gage product more expensive for low-income and middle-income 
rural families. And the median income in New Mexico is below the 
poverty level, so these small increases begin to mean a lot. 

I look forward to your comments on whether or not this fee could 
force would-be borrowers into other, more risky products, such as 
subprime loans, which are now a very hot topic before this com-
mittee. I believe we should be working together to give low-income 
people more opportunities for loans, not reducing their choices. 

I am pleased that the Housing Assistance Council (HAC) is here 
today, as it’s the only national housing and community develop-
ment intermediary, devoting all of its resources to the housing 
needs of rural America. 

New Mexico is one of HAC’s largest volume States, and has re-
ceived over $6.9 million in loans, self-help loans, and grants, and 
capacity grants, to support the work of 32 organizations. 

Tierra del Sol in Silver City, New Mexico, has received a wide 
range of grants through HAC, helping them to build over 1,000 sin-
gle and multi-family affordable homes in southern New Mexico. 

I look forward to discussing Mr. Hinojosa’s proposal to make 
HAC an authorized program through HUD. This would create yet 
another housing program funded by the Federal Government. 
Therefore, we must proceed cautiously, and ensure that this is nec-
essary. HAC has a tremendous track record of success, and I fear 
that turning it into just another government program will instill 
the usual inefficiencies in bureaucracy we historically see in gov-
ernment-run programs. 

Again, I thank both the panels and the chairwoman for this 
hearing. I yield back the balance of my time. 

Chairwoman WATERS. Thank you very much. Mr. Neugebauer, 
then Mr. Hinojosa for 5 minutes. 

Mr. NEUGEBAUER. I don’t have an opening statement. 
Chairwoman WATERS. Then Mr. Hinojosa. 
Mr. HINOJOSA. Thank you, Chairwoman Waters. I want to ex-

press my sincere appreciation to you, for holding this important 
and timely hearing on rural housing. I look forward to working 
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with you and Ranking Member Biggert on rural housing issues 
today, and throughout the 110th Congress. 

Those of us who live in rural areas have long known that rural 
residents face significant challenges in finding available, affordable, 
and quality housing, but the extent of the problem is surprising. 

According to the Economic Research Service, 4 million rural fam-
ilies live in housing poverty, 1.7 million of the 25 million rural 
housing units in the United States are considered sub-standard, 
and 17 percent of minority renters in rural areas live in sub-stand-
ard units. 

These figures are compounded by the Administration’s budget 
proposal for fiscal year 2008, which zeroes out several critical rural 
housing entities and programs. The budget eliminates the section 
515 rural rental housing program, which benefits very low-income 
and elderly residents in many of our rural communities, and sec-
tion 502, direct homeownership loan program, which is the only 
Federal program targeting mortgage lending opportunities to the 
low- and very low-income rural households. 

The budget also makes sharp reductions in self-help housing, and 
farm worker housing. Additionally, the Administration’s budget 
zero funds many other critical rural housing entities and programs, 
including the Housing Assistance Council, better known as HAC, 
and the rural housing and economic development program. 

Both of these are funded through HUD. Furthermore, the budget 
reduces the funding for the construction and preservation of afford-
able housing in rural communities. 

So, to address the affordability, availability, and quality of rural 
housing, I co-founded and currently chair the Congressional Rural 
Housing Caucus. It continues to grow in numbers. Recently, the 
caucus collaborated with the National Rural Housing Coalition on 
a breakfast briefing, and is coordinating on a briefing by the Coun-
cil for Affordable and Rural Housing on June 11th of this year. 

I look forward to coordinating with other groups on similar 
events. To counter all the Administration’s proposals that would 
harm rural America, several other Members of Congress joined me 
in sending a letter to the Appropriations Committee, requesting the 
following funding levels for fiscal year 2008. 

Number one, $1.25 billion for section 502 direct homeownership 
loans; number two, $100 million for section 515 rental housing 
loans; number three, $60 million for section 523 self-help housing; 
and, number four, the last one, we asked for $50 million each for 
sections 514 and 516, farm labor housing. 

I want to thank you, Chairwoman Waters, for co-signing the let-
ter, and for helping to improve housing in rural America. I ask 
unanimous consent that the letter be entered into today’s hearing 
record. I have it with me. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. HINOJOSA. May I continue? 
Chairwoman WATERS. Yes, you may. 
Mr. HINOJOSA. To further improve the rural housing situation, I 

have introduced H.R. 1980, the Housing Assistance Council Au-
thorization Act of 2007, and H.R. 1982, the Rural Housing and Eco-
nomic Development Improvement Act of 2007. 
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These two bills will help improve rural areas by providing them 
the resources they need to address the problems of substandard 
housing. By authorizing this funding, more American families will 
be able to access decent housing that will improve their overall 
quality of life. 

Specifically, H.R. 1980, the Housing Assistance Council Author-
ization Act of 2007, authorizes $10 million for HAC in fiscal year 
2008, and $15 million in fiscal years 2009 to 2014. These funds will 
go towards providing technical assistance, as well as training and 
support, to better develop the capacities of rural community-based 
housing development organizations. It will supply loans and grants, 
or other financial assistance to these organizations, so that they 
can widen affordable housing options for low- and moderate-income 
families. The funding will also allow HAC to continue to offer fi-
nancial and other aid to its national network. 

Madam Chairwoman, may I ask unanimous consent that two 
other documents be put into the record? One is the letter from 260 
groups in support of funding HAC. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. HINOJOSA. And the last one, I ask unanimous consent that 

the statement of The National Association of Realtors to this Sub-
committee on Housing and Community Opportunity be included in 
the record. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. HINOJOSA. With that, I yield back. 
Chairwoman WATERS. Thank you very much. And just so that 

we’re following the rules of the committee, I would ask unanimous 
consent that Mr. Hinojosa be allowed to fully participate in this 
hearing, and to submit all of the letters for the record. Hearing no 
objection, it is so ordered. Thank you very much. 

The purpose of today’s hearing, rural housing review, fiscal year 
2008 budget requests, and pending rural housing legislation, is to 
examine the Administration’s budget request for rural housing pro-
grams for fiscal year 2008, and various legislative proposals that 
have been introduced in the 100th Congress, such as: H.R. 1980, 
the Housing Assistance Authorization Act of 2009, to provide $10 
million in funding for fiscal year 2008, and $15 million annually 
through fiscal year 2014 for the Housing Assistance Council; and 
H.R. 1982, the Rural Housing and Economic Development Improve-
ment Act of 2007, to provide $30 million in funding for fiscal year 
2008, and $40 million annually, through fiscal year 2014 for com-
petitive grants for rural housing and economic development pro-
grams. 

Both of these programs are viewed as extremely flexible tools in 
the rural communities where they are utilized. This hearing is one 
of the most important hearings that this subcommittee will hold, 
because it provides an opportunity for us to address rural housing 
issues that have been put on hold since the 109th Congress. 

As many of you know, the Committee on Financial Services 
passed a rural housing bill—H.R. 5039—last year, but it was not 
considered by the House. We know that there is a shortage of af-
fordable housing in the Nation’s rural areas. In many parts of rural 
America, not only is there an inadequate supply of affordable hous-
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ing, but the housing is aging; the average age of the section 515 
units is 28 years old. 

Many rural communities rely on Federal grants and loan guaran-
tees to finance single and multi-family housing. However, the Ad-
ministration has proposed to eliminate the section 515 multi-family 
direct loan program, and the section 502 single family direct loan 
program, funded at $100 million, and $125 million, in fiscal year 
2007, respectively. 

The section 515 program is best known because it has assisted 
approximately 500,000 people, most of whom are poor. In rural 
America, there is a real need for housing, one that mirrors the 
housing needs elsewhere in the country. One important policy issue 
is the tenant contribution in rural areas. 

I support maintaining the tenant rent contribution at 30 percent 
of income. This threshold has proven critical to sustaining the eco-
nomic well-being of tenants in our rural rental housing programs. 
In the absence of reform and revitalization measures to our rural 
housing programs, we stand to miss a golden opportunity to ad-
dress rural housing needs. We must remain committed to the 
pressing rural housing needs in this Nation, so that the quality of 
life for Americans living in these communities is improved. 

We have an opportunity today to let rural America know that 
there is a legitimate interest in this Congress to address their 
housing needs. I am sure that no one thought that the Administra-
tion would propose to eliminate the section 515 and 502 programs, 
but that is exactly what has been proposed. 

I believe that, if we want to address the housing needs of rural 
Americans, many of whom are disabled and elderly, we can start 
today by determining which programs work. I thank you. 

And with that, we will call on our very first witness whom I in-
troduced a moment ago, the Honorable Pamela Patenaude, Assist-
ant Secretary for Community Planning and Development, U.S. De-
partment of Housing and Urban Development. Thank you. 

STATEMENT OF THE HONORABLE PAMELA HUGHES 
PATENAUDE, ASSISTANT SECRETARY FOR COMMUNITY 
PLANNING AND DEVELOPMENT, U.S. DEPARTMENT OF 
HOUSING AND URBAN DEVELOPMENT 

Ms. PATENAUDE. Thank you, Chairwoman Waters, and distin-
guished members. On behalf of Secretary Alphonso Jackson, I am 
pleased to appear before your committee today. 

As the Assistant Secretary for HUD’s Office of Community Plan-
ning and Development, I am responsible for the administration of 
the Rural Housing and Economic Development Program. 

In 1998, Congress established the office of rural housing and eco-
nomic development at HUD. The program was designed to address 
the problems of rural poverty, inadequate housing, and the lack of 
economic opportunity. Since its inception, the rural housing and 
economic development program has awarded $189 million in grants 
that have produced 7,600 new housing units, and rehabilitated 
12,000 units. 

This program has also created 12,000 new jobs, provided job 
training for 34,000 individuals, and created 2,000 new businesses, 
as well as provided critical financing for 7,000 existing businesses. 
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Specific focus is given to federally recognized Indian tribes and 
seasonal farm workers, as well as certain geographic areas, like the 
Mississippi Delta region, Appalachia’s distressed counties, and the 
Colonias, located in the States of Arizona, California, New Mexico, 
and Texas. 

Capacity building and innovative grants are awarded on a com-
petitive basis to local rural nonprofits, community development cor-
porations, State housing finance agencies, and community develop-
ment organizations. Capacity building grants help support and 
strengthen local nonprofits. 

Innovative housing and economic development grants are award-
ed for strategic and creative ideas, such as energy efficient tech-
niques and the straw and adobe house concept, which are models 
for world communities to build upon. 

HUD’s Community Development Block Grant Program also 
meets the needs of rural America by providing funding for afford-
able housing, public facilities, and economic development in non-
metropolitan and rural areas. The CDBG program also addresses 
critical housing needs in the Colonias and Appalachian region. 

Another example of HUD helping rural communities is the Self-
help Homeownership Opportunity Program, commonly referred to 
as SHOP. The SHOP program funds national and regional non-
profit organizations, such as Habitat for Humanity International, 
and the Housing Assistance Council, organizations that facilitate 
small, local, sweat equity homeownership programs in rural Amer-
ica. 

The President’s fiscal year 2008 budget request includes $40 mil-
lion for the SHOP program, a 100 percent increase in funding lev-
els over fiscal year 2007. 

I appreciate the opportunity to appear before your committee 
today. HUD continues its commitment to serving our Nation’s rural 
communities. I welcome any questions the committee may have. 
Thank you. 

[The prepared statement of Ms. Patenaude can be found on page 
80 of the appendix.] 

Chairwoman WATERS. Thank you very much. 
Mr. Davis. 

STATEMENT OF RUSSELL T. DAVIS, ADMINISTRATOR OF THE 
RURAL HOUSING SERVICE, U.S. DEPARTMENT OF AGRI-
CULTURE 

Mr. DAVIS. Thank you, Chairwoman Waters, and Congressman 
Davis. Thank you for this opportunity to present the Administra-
tion’s 2008 budget. I would like to make some general comments 
about the context for this budget, and also say a few words about 
the multi-family housing revitalization legislation, which is some-
thing that we care very much about. I have submitted written re-
marks for the record. 

This budget for 2008 is a very important one. We have three very 
important stories that run throughout this budget. The first one is 
that this is the year which we have been preparing for, for 5 or 6 
years. This is the year that the large rental assistance contracts 
start coming due, the long-term contracts that have been building 
up over the last couple of years. I am happy to say that we are 
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funding every single contract for renewal, and every single one of 
those will be funded at their full levels. 

The second big story in this budget is that we have pressures be-
cause of a flat discretionary budget environment that is forcing us 
to look at how we can provide the most housing. 

It happens that we have multiple programs that can accomplish 
the same things. Where we have three or four programs that can 
do the same thing, we want to concentrate our resources where 
they can produce the most housing, and produce the most housing 
across the income spectrum, from very low-income to low-income, 
and throughout the different types of rural America. We have high-
cost areas, low-cost areas, etc. 

The third thing that you will see in our budget is that we have 
a number of new programs that are addressing the problems for 
the future. 

A lot of our housing programs were built in the 1930’s and 
1940’s, and address problems that are secondary to other problems 
in housing people in America today. And I think that this is really 
an exciting area where we can house a lot more people for less com-
mitment of Federal resources. 

Finally, on the multi-family legislation, I will say that the Ad-
ministration is pleased to be supporting the multi-family revitaliza-
tion legislation that we have proposed last year, and look forward 
to working with this committee and with Congress to build a bill 
that can address the needs of our multi-family portfolio. 

With that, I look forward to discussing these issues with you. 
Thank you. 

[The prepared statement of Mr. Davis can be found on page 64 
of the appendix.] 

Chairwoman WATERS. Thank you very much. At this time, I 
would like to open this panel to questions, and I will give to myself 
5 minutes. 

My first question is concerning the section 502 program, which 
is the USDA’s main housing loan program, and is designed to help 
low-income persons purchase homes in rural areas of the country. 
Funds also can be used to build, repair, or renovate a home, includ-
ing providing water and sewage facilities. The program provides 
fixed interest mortgage financing to low-income families who are 
unable to obtain credit in the private market. 

As you know, there is a shortage of affordable housing for home-
ownership opportunities in rural areas, and minorities are less 
likely to own their homes than others. 

Why did the Administration propose to eliminate the section 502 
direct loan program, while embracing the goal of increased home-
ownership opportunities for all Americans? Does the section 502 di-
rect loan program provide homeownership opportunities for persons 
living in rural America? And what is the demographic make-up of 
the loan pool? 

I have some more questions about 502, but let me—who would 
like to take that? 

Mr. DAVIS. I would like to— 
Chairwoman WATERS. Okay, Mr. Davis. 
Mr. DAVIS.—take that. And this was the hardest decision that we 

had to make in our budget—how to address the pressure that is 
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being put on the single family programs by the multi-family pro-
grams. 

And, I would go back to the fact that we faced what we have 
been working toward and building toward for a number of years; 
that is an increase in our rental assistance needs. This is USDA’s 
version of section 8. 

We faced an increase of $230 million above the previous year. 
That $230 million extra put pressure on programs throughout the 
Department of Agriculture, and forced us to look at our programs 
and say, ‘‘Are there other ways we could help the same people do 
the same things, accomplish the same objectives, but allow those 
resources to be used to protect our most vulnerable?’’ And that is 
our number one— 

Chairwoman WATERS. If I may, for a moment? 
Mr. DAVIS. Yes. 
Chairwoman WATERS. We understand the money constraints. 

But when you have this kind of a need, why don’t you ask for more 
money, and just talk about the crisis that available, that is going 
on in rural America? Why didn’t you ask for an increase? 

Mr. DAVIS. Our first priority was meeting the needs of those 
rental— 

Chairwoman WATERS. I know what your priorities are, but— 
Mr. DAVIS. And— 
Chairwoman WATERS.—in the supplemental, you have lots of Ag-

riculture money for a lot of other things. Why didn’t you get some 
of that money? 

Mr. DAVIS. Well— 
Chairwoman WATERS. Money for rural housing. 
Mr. DAVIS. Well, we have limited resources for discretionary pro-

grams. And if we can accomplish the same thing with the pro-
grams—and let me address how we’re doing that with 502. 

Section 502 has two ways of providing mortgages for home buy-
ers, direct loans and guaranteed loans. 

Chairwoman WATERS. What about the loan guarantee program? 
Mr. DAVIS. Yes. The guaranteed loan program has been a suc-

cess. And, by the way, we really support both programs. We believe 
that the guaranteed program is at a point where it can start shoul-
dering more of the burden for very low-income borrowers, and we 
would like to grow that area. 

A lot of it comes down to numbers. I know it’s dry, to talk about 
numbers. But in the guaranteed program, we can make 40 loans 
for every 1 loan we make in the direct program. It is a matter of 
where can we provide the most funding for rural America, where 
can we provide the most funding for new home buyers. 

Already these programs overlap quite a bit. We see that about 
half of the direct program is going to people making more than 
very low-incomes, and a large portion of the guaranteed programs 
is going to people making very low-incomes and low-incomes, so 
there is a lot of overlap. 

What we have proposed in the budget is to pick up the very low-
income in the guaranteed program. We increased the guaranteed 
program by $1.7 billion in mortgages. And to the extent we wanted 
to pick up the lower—the very lowest incomes that had been done 
in the direct program, we are proposing a subsidized guaranteed 
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loan program. It would essentially use the guaranteed platform, 
which has much better leverage and more efficiency, and provide 
the subsidies necessary to pick up the very low-incomes that were 
in the direct program. 

Chairwoman WATERS. Thank you very much. Mr. Davis? Five 
minutes. 

Mr. DAVIS OF KENTUCKY. Thank you, Madam Chairwoman. One 
of the things I think that’s very important to note is, oftentimes, 
urban poverty housing issues are much easier to see, because it’s 
massed together. We drive through the parts of Appalachia, east-
ern Kentucky, parts of my district, where organizations like Fron-
tier Housing do such an incredibly good job with both taxpayer dol-
lars and private funds, that poverty is very rarely seen by the folks 
traveling through the areas. 

And I would like to take a few minutes to talk with you both 
about some issues, first with Mr. Davis. You know, last year, we—
Chairman Frank and I—introduced H.R. 5039. And one of the 
things I would like you to do is describe for the committee for a 
moment how the courts have ruled on restrictive 515 pre-payment 
provisions, and the current status. 

And corollary with that, would you make any changes to 
ELIHPA, the ELIHPA repeal section of H.R. 5039, to ensure it alle-
viated this problem? 

Mr. DAVIS. Okay. I have to be careful about what I say about on-
going litigation. We have experienced two set-backs in the courts 
over the last 2 years—the Franconia decision and the Kimberly de-
cision—which made it clear that the owners have an argument to 
make, regarding their ability to pre-pay the loan. 

Our concern, at this point, is protecting the tenants. And that is 
why the legislation provides for vouchers to protect the tenants. I 
am pleased to say that program is up and running, and for the last 
year, we have been protecting every tenant facing a pre-payment 
in their property. 

The revitalization legislation that you have proposed also pro-
tects the properties by offering a rehabilitation deal for the owners 
to stay in the program for another 20 years, and preserve the— 

Mr. DAVIS OF KENTUCKY. Would you—just for the record, would 
you say where that $2 billion in litigation cost comes from? 

Mr. DAVIS. Well, the precedent set by the early court cases, the 
Franconia case, established a certain dollar figure for the losses. If 
we can shorten the formula, instead of paying for the next 50 years’ 
worth of damages, essentially cut the damages off now, that re-
duces the cost of any damages to the owners and allows them to 
get on with life. It’s simply a matter of chopping off a big part of 
the formula. 

Mr. DAVIS OF KENTUCKY. I think both the chairman and I could 
find many places to invest $2 billion that wasn’t being paid to trial 
lawyers in affordable housing. 

You know, just speaking of the vouchers—I know this was an 
issue that we all talked on both sides of the aisle, working through 
some solutions last year, but how was the prototype program 
worked out, with the initial funding that you were able to secure? 

Mr. DAVIS. This has been just an absolute success story. I would 
like to thank the committee, and Congressman Frank, who had 
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worked with the appropriators, to make sure that we could test 
this with demo programs in a small way in the fiscal year 2007 
budget in two areas: the vouchers and the rehabilitations. 

On the voucher side, we were able to create a voucher program. 
Within 3 months of the signing of the appropriations bill, we hand-
ed out the first vouchers to a property in Georgia. We have now 
given out over 1,000 vouchers over the past year, protecting ten-
ants in 35 States whose properties have been pre-paid and taken 
out of the program. That is an unqualified success. We are very 
proud of it, and we thank you for your help on that. 

The second thing—and it’s great to be able to say that a bill is 
doing things even before it’s been passed—the restructuring we 
tried in a demo program also. We went out with a notice of funds 
availability last April for 100 properties. We received 4,000 prop-
erties’ applications. It’s a very popular program for the tenants, 
who look forward to 20 years of stability, and knowing that their 
properties are going to be rehabilitated. 

Because we had so many properties, we were able to, essentially, 
run an auction, and say, ‘‘We will take properties who are putting 
up the most outside cash.’’ So we were able to draw cash into the 
properties, thousands of dollars a unit, to rehabilitate these prop-
erties. It’s been a great success, all the way around. We look for-
ward to expanding that with a permanent authorizing bill. 

Mr. DAVIS OF KENTUCKY. I am sure we will discuss that more. 
Just one quick question for Secretary Patenaude. Regarding the re-
peated Administration budget proposals, basically HUD wants to 
consolidate the program into CDBG. 

My one concern of HUD’s dominance with urban programs, I 
want to make sure that rural programs don’t get left behind, or 
take a back seat. And I was wondering how you were going to take 
into account these differences for our rural communities. 

Ms. PATENAUDE. Thank you, Congressman Davis. Madam Chair-
woman, if could just ask your permission to submit my written tes-
timony for the committee’s record? 

Chairwoman WATERS. Absolutely. 
Ms. PATENAUDE. Thank you. 
Chairwoman WATERS. Without objection. 
Ms. PATENAUDE. Congressman Davis, the CDBG program, as you 

know, funds entitlements in the State program, and a significant 
amount of CDBG dollars that are allocated to the States are spent 
in rural communities. We feel that is the most effective way to 
reach those in the rural communities. 

The home program and the SHOP program also work towards 
housing and economic development in those communities. 

Mr. DAVIS OF KENTUCKY. Okay, thank you. I yield back, Madam 
Chairwoman. 

Chairwoman WATERS. Thank you very much. Mr. Cleaver, for 5 
minutes. 

Mr. CLEAVER. Thank you, Madam Chairwoman. I appreciate this 
committee hearing. 

I would like to try to get some clarification, and I also realize 
that, you know, you may have some reluctance to want to do this, 
and so I don’t want to—I mean, I would like to get an answer, but 
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I would understand if you would say, ‘‘I would prefer not to answer 
that.’’ 

The RH budget has been reduced by almost $200 million. That’s 
a one-third cut in the entire RH budget over the last 6 years. And 
my concern is that the cuts end up doing more damage to the very 
poor, because of the direct loan programs. And is there a strategy 
at play in the Department that I’m just unable to see, or that I 
need some clarity on, that would explain how we can do this, make 
these cuts, and it ends up hurting the least of these? 

Mr. DAVIS. I thank you for your concern, and I, too, wish there 
was enough discretionary money to handle all of our problems in 
rural America. I have visited 45 States in the last 2 years. I see 
what the problems are in rural America, and I would like to help. 

And to that end, in an era where we have limited money, I would 
like to see the most housing and the most families helped, per 
given dollar. 

I would say one thing, however, that our budget is not proposing 
a cut. What the difference is, that I believe you were referring to, 
is the difference between the actual spending in 2007, and the 
budget for— 

Mr. CLEAVER. Yes. 
Mr. DAVIS. The President’s budget that I have to work with is 

actually increasing from 2007 to 2008 by a small amount. It is— 
Mr. CLEAVER. Well, let me—can I— 
Mr. DAVIS. It’s a matter of actual versus budget. I’m sorry, go 

ahead. 
Mr. CLEAVER. I’m trying to see this increase you’re talking about. 

And I have it here, and I’m trying to—I don’t see the increase. I 
mean, what— 

Mr. DAVIS. The— 
Mr. CLEAVER. Let me—here is what I see. I see that the program 

that was designed to save the poorest of our citizens in the rural 
areas, the direct loan program being cut, and the program designed 
to help moderate-income rural people, which would be the guaran-
teed loan program, increases. So, the poor get less, and the mod-
erate-income rural residents get more. 

Mr. DAVIS. Okay— 
Mr. CLEAVER. And then, I—so you’re saying that there is no cut, 

but that you’re actually getting more money on— 
Mr. DAVIS. I was just making the point that, from budget to 

budget, the money that I have to work with is not being cut by 
$200 million. 

But I do want to say that there is an increase in the rental as-
sistance program that puts pressure on everything else. Rental as-
sistance helps the poorest of the poor. Our rental assistance resi-
dents make an average of $8,000 a year. They are 60 percent elder-
ly, 30 percent severely disabled. That’s our very high-needs popu-
lation. And the increase that we are absorbing this year covers 
63,000 families. This would fill RFK Stadium almost twice, when 
you add the children and others. This is our high-needs population 
and that’s who we were focusing on. 

To keep helping the same number of families in the single family 
programs, we had to get more efficient with the dollars that we 
were given. And, we are looking to pick up more of the very low-
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income borrowing in our guaranteed program, teaching the private 
sector lenders to make lower income loans. 

Mr. CLEAVER. So, you are satisfied that the request was suffi-
cient, the budget request was sufficient? 

Mr. DAVIS. Well, we stand by our budget, but our budget is based 
on the overall availability of funds in the government. 

Mr. CLEAVER. I know. Okay. The relevant word is ‘‘sufficient.’’ 
Was the request sufficient— 

Mr. DAVIS. All of our programs are discretionary, and we recog-
nize that there is need in rural America, and we would like to meet 
as much of that need as possible with the resources we can, and 
that means doing more with what we have. That’s why we are fo-
cusing more on our most efficient programs. 

Mr. CLEAVER. Okay. Thank you, Madam Chairwoman. 
Chairwoman WATERS. Thank you very much. Mr. Neugebauer? 
Mr. NEUGEBAUER. Thank you, Madam Chairwoman. Ms. 

Patenaude, you were talking about the shift from—to the CDBG 
program. And in recent years we have been able to have some very 
successful programs in the urban areas using Community Develop-
ment Block Grant money. 

But can you point to where you have done this in the rural areas, 
and how much money actually is getting to our rural communities? 
Because in my district, I don’t know that they’re getting that 
money. 

Ms. PATENAUDE. Thank you, Congressman. Approximately $1.1 
billion is allocated to the State CDBG program. And I do have an 
example here in the State of Texas. If I may, Congressman, use 
your State as an example, $73 million was allocated to the State 
CDBG program, $53 million out of the $73 million was allocated to 
towns with less than 25,000 in population. And of that, $48 million 
was allocated to towns with less than 10,000 in population. 

So, over the years, there has been over $110 billion allocated in 
CDBG, and the States determine where to allocate the dollars, so 
that’s local decisionmaking. 

Mr. NEUGEBAUER. And I am a great proponent of local decision-
making. What I am hearing from some of those communities, 
though, is that, for example, a little suburb next to Fort Worth or 
Dallas or Houston may have a small population—5,000, 8,000, 
10,000 people—but it may be right next to 3.4 million people, and 
the center, the distribution of some of those funds has tended to 
be more in smaller communities adjacent to major metropolitan 
areas. 

Would you have any information for me, to give me a breakdown 
of, for example, counties in my district that—and how much money, 
the CDBG money, that they have actually received? 

Ms. PATENAUDE. Yes. May I ask your permission to submit that 
to you in writing? 

Mr. NEUGEBAUER. Absolutely. 
Ms. PATENAUDE. We do have that information. 
Mr. NEUGEBAUER. That would be good, because I think that is—

I mean, we hear that, and that is a very impressive statistic, out 
of $73 million, you know, 53 million went to rural areas, but, you 
know, sometimes it’s—definitions of what’s rural are different, par-
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ticularly when these small communities that are surrounding these 
major metropolitan areas. 

And so, in those areas, quite honestly, while I certainly don’t 
want to diminish their need, are important. But I’m not hearing 
that the money is, you know, getting out into a more evenly distrib-
uted basis. So I would like to see that. 

Mr. Davis, you’re going to—I understand the Administration is 
proposing this subsidized loan guarantee hybrid product that will 
kind of just strike a balance between direct and guaranteed section 
502 loans. When should we see some language on how we can help 
you accomplish that provision? 

Mr. DAVIS. We will have a proposal up within a very few weeks 
here, although I will say it’s fairly simple. We just need authority 
to add subsidies to our guaranteed loan program. 

There are basically two ways we can do that. We can either buy 
down the interest rate, which we already did in a demonstration 
program in the 1990’s, so we’ve been through this, and know what 
the issues are, or we can buy down the principal amount, and that 
has a different dynamic in that we can actually help different types 
of borrowers in high-cost areas. 

One of the shortcomings of the 502 direct program is that it 
doesn’t work well in high-cost areas, such as California, or near 
metropolitan areas. We would like to be able to experiment with 
guaranteed structures that would be more useful in those types of 
areas. 

Don’t get me wrong, we love the 502 direct program, but we be-
lieve that we can produce a better version, and we would like to 
work with the committee on understanding what the issues are, 
and how we can do that. 

Mr. NEUGEBAUER. Would that, the hybrid products, be an option? 
Or how would you determine—if you’re going to make it a program 
that fits, you know—and one thing we know, the Federal Govern-
ment cannot make a program that fits all. So, how do you build the 
flexibility into that? 

Mr. DAVIS. Well, that’s a very good question, because, actually, 
we have that same issue right now. When somebody walks into one 
of our offices and says, ‘‘I would like a home loan,’’ we show them 
the direct loans and the guaranteed loans. 

About a quarter of the people who start out going down the di-
rect path end up going into the guaranteed loan program. They re-
alize there may be advantages or disadvantages—for one thing, the 
direct program has a recapture provision. When they sell the 
house, we take up to half of the equity to repay the subsidies. And 
the borrowers will say, ‘‘Well, no, I would maybe go for this.’’ There 
is a shorter line with a guaranteed program, a private sector lender 
can move things very quickly, whereas you may have to wait for 
funds in the direct program. 

There are all kinds of decisions that are being made right now 
between the two programs. What we would like is to let the poten-
tial home buyer make their decision about what is the best struc-
ture for them, and we believe that will lead to market forces cre-
ating more efficiencies and producing more housing for the same 
amount of money. 

Mr. NEUGEBAUER. Thank you. My time is expired. 
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Chairwoman WATERS. Thank you. Mr. Hinojosa? 
Mr. HINOJOSA. Mr. Green. 
Chairwoman WATERS. Oh, I’m sorry, Mr. Green. 
Mr. GREEN. Thank you, Madam Chairwoman, and I thank you 

and the ranking member for hosting these most important hear-
ings. 

Mr. Davis, let’s start with an indication that 19 percent of all 
rural children are poor. Is this a factoid? 

Mr. DAVIS. I’m not aware of the exact statistic. 
Mr. GREEN. Okay. That’s what my intelligence reveals. And 

given that we now have CDBG monies being used by cities, and cit-
ies are saying they’re not getting enough, and we are now going to 
eliminate certain rural programs and continue to have the cities 
compete for the CDBG dollars, as well as the rural areas, are we 
expanding the amount of money that will go into CDBG? 

Ms. PATENAUDE. Thank you, Congressman Green. In our fiscal 
year 2008 budget, there is a reduction in the CDBG program. And, 
historically, 70 percent of the dollars go to the entitlements, 30 per-
cent to the States. 

Mr. GREEN. So, if we are cutting back on CDBG, eliminating pro-
grams in rural areas, it is fair to conclude that rural and urban 
areas will be competing for less money. 

Ms. PATENAUDE. The fiscal year 2008 budget also includes the re-
form package, and we are hopeful that, by targeting resources— 

Mr. GREEN. Sometimes, when people finish, I don’t know wheth-
er they have said yes or no. I don’t mean to be disruptive and 
interruptive, but can you say yes or no? 

Ms. PATENAUDE. Fewer dollars are being allocated, or fewer— 
Mr. GREEN. Am I to take that as a yes? 
Ms. PATENAUDE. Fewer dollars for the CDBG program would— 
Mr. GREEN. Am I to take that as a yes? 
Ms. PATENAUDE. Yes. 
Mr. GREEN. Okay. Now, if this is the case, Mr. Davis, if you had 

more money, could you use it in a judicious and prudent fashion? 
Mr. DAVIS. Yes. 
[Laughter] 
Mr. GREEN. If we allocated more money, would it create a bad 

day for you, or would this make your day a little better? 
Mr. DAVIS. We are advocates for rural America, and we will take 

all the money that we can get. 
Mr. GREEN. And then, the final question along this line of ques-

tioning is why won’t you ask for more money, given that you would 
use it in a judicious and prudent fashion, given that you are advo-
cates for rural citizens, given that 19 percent of these citizens are 
children, and given that CDBG monies are now smaller, the 
amount is smaller, less, and you’ve got urban and rural areas com-
peting for dollars when the coffer is diminishing. Why won’t you 
ask for more money? 

Mr. DAVIS. We are asking for as much money as we can get, 
given the budget constraints that we live under. We have many dif-
ferent programs that have needs. In Rural Development alone, we 
have water and sewer projects which benefit rural areas, we have 
electrification, and we have business development. We have over 40 
programs in Rural Development, and we— 
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Mr. GREEN. Mr. Davis, one final comment on this, and then I will 
go on. Mr. Davis— 

Mr. DAVIS OF KENTUCKY. Would the gentleman yield for just one 
second, just to clarify? 

Mr. DAVIS. I— 
Mr. GREEN. The gentleman will gladly yield to the ranking mem-

ber, yes, sir. 
Mr. DAVIS OF KENTUCKY. Perhaps a way to clarify the answer on 

this question would be—to Congressman Green, ‘‘Did you get less 
than what you originally asked for when the budget numbers were 
being worked out by those in the higher pay grades in rural devel-
opment, or in the Ag Department?’’ 

Mr. DAVIS. I think there might be a misapprehension about how 
the process works. While I may say— 

Mr. DAVIS OF KENTUCKY. Normally I always ask for more than 
I get. 

Mr. DAVIS. Yes, thank you. 
Mr. DAVIS OF KENTUCKY. So I will give you a face-saving— 
Mr. DAVIS. Well— 
Mr. DAVIS OF KENTUCKY. I yield back. 
Mr. DAVIS. If I could just describe the process—there is not only, 

‘‘Here is what the need is in rural America,’’ but, within the budget 
discussions, we are told, ‘‘Here is how much money we have. How 
can you’’— 

Mr. GREEN. Let me do this. I greatly appreciate the assistance, 
but I try to narrow my questions down to yes or no. So, would you 
answer ‘‘yes’’ or ‘‘no?’’ Did you ask for, at some point, more than 
you are currently calling to our attention? Could you give a yes or 
no answer to that. That would help me, immensely. 

Mr. DAVIS. Yes, and I have to live within a process— 
Mr. GREEN. So you did request—let me just focus on the yes part 

of it. The rest I can deal with at a later time. Your answer is yes, 
you did ask for more, but apparently, you did not receive the an-
swer that you sought. Is this true? 

Mr. DAVIS. Well, I think that pretty much— 
Mr. GREEN. Sometimes I don’t know whether people have said 

yes or no when they finish. Could you say yes or no, please, sir? 
Mr. DAVIS. Could you repeat the question? 
Mr. GREEN. Yes, sir. Did you, at some point, request more, re-

ceive less, and you’re bringing the less to us today? 
Mr. DAVIS. Yes, I did, with probably every other government 

agency, receive the same answer, which is, ‘‘We have a constraint 
to live within.’’ 

Mr. GREEN. I understand. And is it possible for us to become 
privy to the original request that you made, because it might help 
us to help you? 

Mr. DAVIS. That’s an internal discussion, and there were a num-
ber of— 

Mr. GREEN. I yield back. Thank you, Madam Chairwoman. 
Chairwoman WATERS. Thank you very much. Mr. Hinojosa? 
Mr. HINOJOSA. Thank you, Madam Chairwoman. My first ques-

tion is to Mr. Davis. 
Russell, isn’t the proposed budget a vast retreat from 57 years 

of commitment to housing the rural poor? 
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Mr. DAVIS. Not at all. We view this as a step forward from the 
way things have been going. The trend, which has been that pro-
grams designed for problems of the 1930’s and 1940’s have been 
getting less and less traction. And I would like to address that. 

Our goal is to house more people. Our budget proposal in single 
family, for example, projects that we will be housing several thou-
sand more people in 2008 than 2007, in spite of house price in-
creases. We do that by using the budget dollars that we’re given 
in the most efficient way possible. 

But if you are a person trying to buy a home for the first time 
in America, the interest rate is less and less likely to be the bar-
rier. The 502 direct program is an interest rate buy-down program, 
but it has little applicability to what we see as the real troubles, 
which are families who have credit troubles, health care payments, 
who have seasonal jobs and economic volatility in their local towns. 

We are trying to develop a flexible single family loan program 
that can meet those needs, and that can teach the private sector 
to meet those needs, so that we aren’t just doing a few very highly 
subsidized loans for a few lucky recipients. We want to change the 
culture of borrowing, and show the private sector that these can be 
good loans, and that these can be good borrowers. 

We want to do tens of thousands more loans. We are not looking 
to retreat at all. We are very proud of our programs, sir. 

Mr. HINOJOSA. I just can’t seem to buy in to your long expla-
nation, because you said you stand by your budget. You pointed out 
that not having—you pointed out that you didn’t have as much dis-
cretionary money to help those low-income rural families. And as 
Congressman Green pointed out a moment ago, you all aren’t com-
ing up here fighting for increases in money. It seems like you just 
take the orders from somebody much higher than you, and just go 
and make all these cuts, including the CDBG, because the Admin-
istration has made such big, big percentage cuts on CDBG. 

So, I have a very difficult time with both of the representatives 
of HUD who come speak to us not actually wanting to fight for an 
increase in appropriations. 

Mr. DAVIS. I appreciate that. I will say that our concern is with 
the budget here, and a budget is an exercise in meeting and getting 
as much as you can out of limited resources. The enumeration of 
what the needs are in rural America is a different exercise, and 
we’re very aware of the needs. 

If I could just give you an example that I think is illuminating, 
we have whole States that are taking 20 to 30 times more appli-
cants for single-family mortgages than we can make, and it’s not 
funding, it’s that we have 1 person who qualifies out of 30 people 
who apply. The problems that we are facing are not the problems 
the direct program was designed to address. 

So, we are trying to develop a budget—and we think it can actu-
ally be done fairly efficiently—that meets those needs. 

Mr. HINOJOSA. Well, let me just tell you. I have 90 communities 
in my 15th Congressional District down in Texas; at least 80 per-
cent are rural communities. 

And in going out there and listening to what was happening, 
they wanted me, as a Member of Congress, to explain to them how 
why all these cuts were being made, no help was being offered. And 
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yet, we were making these $1.5 trillion tax cuts, which would ben-
efit the richest in America. How could we explain that? 

And the truth is, I blamed it on the Republican Administration, 
and rightfully so, because we do not have the amount of money 
that is necessary to help the housing needs of those out there in 
rural America. 

I wish I could have a little bit more time, so I will ask this one 
quick question. I understand that many minority families served by 
section 502 come into the program through self-help housing. The 
budget proposes to cut self-help by 75 percent. So how does the Ad-
ministration propose to increase homeownership, when self-help 
technical assistance grants are being cut? 

Mr. DAVIS. I thank you for that. And I would like to say that the 
self-help program, section 523 technical assistance grants, and the 
loans that go with it, is one of our great success stories. 

Over the last 5 years, we have taken a program that had fewer 
applicants than there was money, to where there are now more ap-
plicants—we have built an industry. The number of grantees has 
grown from— 

Mr. HINOJOSA. My time has run out. But just know that you 
have fallen from the five-star program that you used to run to a 
program that barely has 1 star. Thank you. I yield back. 

Chairwoman WATERS. Mr. Lincoln Davis? 
Mr. DAVIS OF TENNESSEE. Madam Chairwoman, thanks very 

much for allowing me to participate in the hearing today. It’s been 
a wonderful opportunity to serve on the Financial Services Com-
mittee. And when I notice the engagement that we have on issues 
that impact all Americans, and certainly rural America, I am 
pleased that I was allowed and asked to serve on this committee. 
It is good to be here today at this hearing, and I thank you for let-
ting me participate. 

I have had a very good life; it has been a wonderfully blessed life. 
I represent the fourth most rural congressional district in America, 
population-wise. I have the third highest number of blue collar 
workers, which means, generally, lower wage earners. 

I went to college at Tennessee Tech, a university, one of the 
State colleges. It was close enough to home that I could either walk 
or hitchhike in 1962, and finish in 1966. I chose my degree—I real-
ly prepared myself to be an electrical engineer, because I really 
felt, when we first got electricity in our homes in the mid-1950’s, 
that it was one of the most marvelous inventions of mankind, be-
cause lighting up the wick on a kerosene lamp was something that 
would light up the room, but not completely, and then we got elec-
tricity, where you just pulled the switch. 

I realized that there was a great future in that, so I decided that 
I might want to become an engineer, and I studied the courses in 
high school to do that. But I changed my mind when I became in-
volved in vocational agriculture with Future Farmers of America, 
and I majored in agriculture at Tennessee Tech. I wanted to be a 
solar scientist, and I served for a while as that. 

But I noticed within USDA, there was a group called the Farm-
ers Home Administration, and I saw in the mid-1960’s the hurt in 
rural America, where I lived in Appalachia, and the Cumberland 
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Mountains, and I transferred from the soil conservation and went 
to work with Farmers Home, where I worked for several years. 

When I moved to Pickett County, in Byrdstown, Tennessee, I had 
to literally work with the public health department to establish 
some type of a code dealing with how you would install a sub-
surface facility, other than a 50-gallon barrel and run it down the 
streams. 

From my experience working with rural America, and serving 
rural America today, and from my experience with Farmers Home, 
to see, for the first time, a bathroom going into someone’s home, 
and then to see a new home built—and one of those years that I 
was there, as county supervisor, where I appraised, as well as 
made loans, well over 100 loans in the county that had less than 
4,000 population in the entire county. 

So, I saw the positive benefits of the 502 interest credit, down 
to as low as 1 percent. And when you travel my district today, you 
can pick out those thousands of 24x40, 26x42 homes—that may 
still be occupied by a son or a daughter, or a grandson or a grand-
daughter—that were built in the mid-1960’s through the early 
1980’s. 

Then I saw a serious flip at USDA during the Clinton Adminis-
tration, under the auspices of then-Vice President Gore, who did 
considerable downsizing. 

Now, what I see in the area that I represent—and I’m not critical 
of modular housing, because I think that there is a place for hous-
ing with modular homes—but today, unfortunately, because of the 
lack in rural areas—and the banks will tell you this is not the case, 
but I know better—but due to the lack of funding in rural areas, 
the ability of a young couple today to be able to access affordable 
housing is almost non-existent in small counties in rural Appa-
lachia, and in the district that I represent. 

And as a result of that, we have denied them an opportunity that 
over 60 years ago we decided should be afforded to every American 
who lives in this country. If they want to achieve something in life, 
there is an option for you. 

I notice here that this Administration has proposed zeroing the 
515 program, which is multi-family housing; it provides housing for 
elderly and the handicapped, in multi-units all across this country 
in rural America. I notice that 502, the single family direct loan 
program, has been zeroed out. I just can’t imagine anyone who is 
a champion for rural America, and who works with at least the 
parts of those agencies that meant so much to rural America, could 
sit there and say, ‘‘Mr. President,’’ or, ‘‘Mr. Whomever, this just 
isn’t right.’’ 

So, what my hope is, is that you and others will champion what 
I believe is a dire need in rural America for at least an avenue to 
access funding for that 24x40 homes that so many people have 
moved into. I can remember a young high school girl that I spoke 
to when I was—is my time up? 

Chairwoman WATERS. Yes. 
Mr. DAVIS OF TENNESSEE. I remember speaking to a high school, 

and talking to these young children about what was available for 
them in that county. And this young girl said, ‘‘You mean my 
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mama doesn’t get a house?’’ They lived in a small, substandard 
house, with what we would call tar paper on the outside of it. 

And she had a great deal of pride, because she was academically 
inclined, and later went on to college. And I went through the proc-
ess there. She brought her mom and dad in, and helped walk them 
through the process of getting a house. 

For the first time in their life, they had a bathroom, running 
water, and were able to live out the rest of their lives in a good 
house. She, then, went on to college, and now has a a pretty promi-
nent position in one of the major companies in Tennessee. 

We helped a lot of people in those days. I am seeing now an Ad-
ministration, and champions like you of this Agency—and I don’t 
mean to be harsh—not fighting for those people. And it really both-
ers me. 

Chairwoman WATERS. Mr. Davis, if you like, you may respond. 
Mr. DAVIS. I would like to respond, both on the rental side and 

502. I appreciate your history and experience, and I thank you. 
We are really proud of that history. I wish we could go back to 

the day when we could build 1,000 section 515 properties in a year. 
Multi-family was a real production machine then. But it was also 
before the 1986 Tax Act, when much of that housing benefitted 
from tax benefits we don’t have today. That is outside money gone. 
It was before the Credit Reform Act of 1992. 

If you look at the big drops in production, it came with those two 
Acts, because they effectively put the cost on budget. And right 
now, it costs us $100,000 a unit to build a 515 property. I can 
rehab 5 units at $20,000 each, for the same amount of money. Or, 
we could house 25 people with vouchers. We have to make choices 
about where we put our money, and how we help the most families. 
And so, on the rental side, we believe that we have— 

Mr. DAVIS OF TENNESSEE. And I hate to interrupt you, but you 
are saying if you’re zeroing out 515, you don’t have the 25 per unit 
that you can rehab, if you’re zeroing out in the— 

Mr. DAVIS. We have moved the money down to section 538, and 
to our revitalization programs and elsewhere, the idea being that 
515 had simply become too expensive— 

Mr. DAVIS OF TENNESSEE. Then—I’m sorry. Are you increasing 
538 by the $100 million, or are you just— 

Mr. DAVIS. We’re increasing 538 by more than the number of 
units than we would have increased in 515, far more. 

Chairwoman WATERS. Thank you very much. First of all, I need 
unanimous consent to have Mr. Lincoln Davis’s participation in the 
committee today. Without objection, it is so ordered. 

[Laughter] 
Chairwoman WATERS. And, also, unanimous consent to extend to 

Mr. Davis, on behalf of our ranking member, an additional 5 min-
utes, relative to the CDBG program. 

Mr. DAVIS OF KENTUCKY. I thank you, Chairwoman Waters. Just 
one question of clarification to Secretary Patenaude. I noted Mr. 
Davis and I have had discussions about best practices. I have had 
these discussions with Secretary Jackson, as well, at various times. 

And consolidating and streamlining processes to get a better re-
turn on investments and reduce overhead is a good thing to do, on 
the one hand. But the question that I have, and I think some other 
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members on the panel have, as well, regarding the segmenting of 
those monies, if money were to be moved, for example, out of the 
program which is specifically earmarked, or designated, to meet 
rural housing needs, and were moved into CDBG, would that 
money be set aside, segmented, or earmarked specifically to be only 
used for granting in rural housing programs, or would it be—just 
go into the pool, and then the rural communities have to compete 
with the larger communities? 

The reason I’m asking is we have a rather gross difference be-
tween the amount of CDBG money that goes into our rural commu-
nities versus our urban areas. And I am a big CDBG fan, in terms 
of how it has helped our communities, but definitely there is a dis-
parity of some magnitude. 

Ms. PATENAUDE. Thank you, Congressman. In the CDBG pro-
gram, the dollars are allocated based on a formula. And we are re-
questing that Congress consider a formula revision with our CDBG 
reform package. 

The Administration does not support earmarks, and the funding 
for rural housing— 

Mr. DAVIS OF KENTUCKY. Just as a point of clarification, I am not 
speaking of a legislative appropriation as an earmark—that was 
probably a poor choice of words, in the current political climate—
but money that would only be used for the task at hand here today. 
Go ahead. 

Ms. PATENAUDE. If the appropriation was increased, it would still 
have to be allocated, based on the formula. 

Chairwoman WATERS. That’s not the question. 
Mr. DAVIS OF KENTUCKY. Yes, the question is would that—if that 

money were brought into CDBG, would that be protected, so that 
it could only be used for rural housing? 

Ms. PATENAUDE. If I may consult with the Director of CDBG? 
Congressman, if I could just re-state, maybe I wasn’t clear. The 

CDBG program, all the dollars are allocated based on a formula. 
So if the money—if CDBG was increased by the $16.8 million, it 
would have to go into the pot, and then it would be distributed, 
based on the formula. And it’s a 70/30 split, 70 percent goes to enti-
tlement communities, 30 percent to States. 

So, without language in the appropriation, it would not, per-
haps— 

Mr. DAVIS OF KENTUCKY. So, for example, if it came—let’s take 
Kentucky, for example, and some of our areas, and let’s say that 
there is a change in administration at the—both at the Federal and 
at the State level, and perhaps there is more of an urban-centered 
focus than a rural focus on balancing that. 

So, hypothetically, if it went in there, it could be allocated to 
whatever—it wouldn’t necessarily maintain that same ration on 
the funding, correct? 

Ms. PATENAUDE. The CDBG formula reform that we’re proposing, 
it still is about a 70/30 split, and the States can determine how to 
spend their State allocation. 

Mr. DAVIS OF KENTUCKY. Okay. And of that 70/30, I guess what 
I am coming back to is—maybe I should steal a line from Mr. 
Green for a moment, just for clarification on a yes or a no. 
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I will yield to the gentleman, if he would like to take over this 
line of questioning for me, since he did it with much more elo-
quence than I am, at the moment. 

Perhaps, I guess, the question again is you say it’s allocated by 
formula. Well, we all, not working in the Agency, I guess the for-
mula of yes or no would be most appreciated. 

If you could just simply say that the money is, in fact, protected, 
that if we put—another organization’s rural housing money were to 
be brought over into CDBG, and dropped in there, that that, in 
fact, could be protected, and would go only to rural housing, or it 
just goes for all of the competitors for those grants. 

Ms. PATENAUDE. The short answer is no. But if there was— 
Mr. DAVIS OF KENTUCKY. Thank you. 
Ms. PATENAUDE.—specific language in the appropriations, that 

would be a possibility. But we would consider that an earmark. 
Mr. DAVIS OF KENTUCKY. I yield to the chairwoman. 
Chairwoman WATERS. Thank you very much. I think what the 

gentleman is saying is that if, in fact, funding for rural housing is 
thrown into—from HUD—is thrown into CDBG, that they would 
have to compete with the cities and everybody else, to try and get 
that money directed to housing, for rural housing. 

And that’s what he was trying to ask you, and I think you at-
tempted to answer that by saying unless there was some kind of 
special language, that that, perhaps, could not happen. 

But let me just say this, as I thank you for having been here. 
One of the things that we’re going to say in this message that 
needs to go back is that urban and rural Members of Congress are 
going to team up. We, in the urban areas, understand what a hous-
ing crisis is, and many of the rural areas in America are worse off 
than some of the urban areas. 

We’re going to team up, and we’re going to get our CDBG money. 
We don’t intend for it to be cut. And we don’t intend for the rural 
housing to have to compete for their money in CDBG. 

So, we really do thank you for being here today, and I think it 
helps for me to give this message, because everyone should be 
alerted to that. We appreciate whatever you can do, as advocates 
for the poor, for housing, for rural housing. But we are determined 
that we are going to do what’s right, and what’s fair. Thank you 
for being here today. 

Ms. PATENAUDE. Thank you. 
Chairwoman WATERS. Thank you. Okay, let me just say that the 

Chair notes that some members may have additional questions for 
this panel, which they may wish to submit in writing. Without ob-
jection, the hearing record will remain open for 30 days, for mem-
bers to submit written questions to these witnesses, and to place 
their responses in the record. 

Thank you, and we will call on our second panel. Okay, let’s see. 
Mr. Davis, you have someone you would like to introduce on the 
second panel? Which Davis, Mr. Lincoln Davis? Mr. Davis? Thank 
you. Would you like to introduce one of our panelists? 

Mr. DAVIS OF KENTUCKY. Yes, Madam Chairwoman. 
Chairwoman WATERS. Okay. 
Mr. DAVIS OF KENTUCKY. I just wanted to take one moment. It’s 

always great when we can have somebody from back home who is 
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in town to testify, especially when it’s for a good cause, and a good 
reason. 

Frontier Housing is one of the organizations in the United States 
that makes a great difference in providing affordable housing, cre-
ative public/private partnerships, a great stewardship of money, 
and I think, most of all, at the end of the day, does two things 
that’s both compassionate and conservative. It gives people oppor-
tunity and hope to have a dramatic change in their quality of life, 
while at the same time provides them a connection into a commu-
nity, and to move, in many cases, folks into value-adding positions, 
becoming taxpayers, and really advancing our interests. 

And I just want to recognize Dr. Tom Carew, who is the director 
of design and community at Frontier Housing, and we are grateful 
to have you with us today. 

Chairwoman WATERS. Thank you very much. Also serving on the 
panel today we have: Mr. Gideon Anders, executive director, Na-
tional Housing Law Project; Mr. Moises Loza, executive director, 
Housing Assistance Council; Mr. Robert Rice, Jr., Council for Af-
fordable and Rural Housing; and the Honorable Peter Carey, execu-
tive director, Self-Help Enterprises. 

I understand, Mr. Carey, you have to leave pretty soon, so we are 
going to call on you first. And let me just say that, without objec-
tion, your written statements will be made a part of the record. 
You will each be recognized for a 5-minute summary of your testi-
mony. 

With that, I will call on Mr. Peter Carey. 

STATEMENT OF PETER CAREY, EXECUTIVE DIRECTOR OF 
SELF–HELP ENTERPRISES, ON BEHALF OF THE NATIONAL 
RURAL HOUSING COALITION 

Mr. CAREY. Thank you, Chairwoman Waters, and members of the 
committee. It is an honor to be here. My name is Peter Carey, and 
I am executive director of Self-Help Enterprises. I am here today 
as a board member and past president of the National Rural Hous-
ing Coalition, NRHC, a national membership organization that ad-
vocates for Federal policies which improve housing in rural Amer-
ica. Thank you for this opportunity. 

As a long-time member of NRHC, Self-Help Enterprises is a non-
profit housing and community development organization located in 
California’s San Joaquin Valley. Home to as many as half of Cali-
fornia’s farm workers, the valley is characterized by the same prob-
lems facing much of rural America: low incomes; high poverty 
rates; substandard housing; and unsafe drinking water. 

In the past 42 years, Self-Help Enterprises has built thousands 
of affordable homes for farm workers and other low-income house-
holds, and brought safe drinking water to 10,000 households. These 
achievements are mirrored in the work of NRHC members across 
the country in rural America. 

While these efforts tap local initiative and resources, in the ma-
jority of cases it’s the U.S. Department of Agriculture which sup-
plies the critically needed and locally responsive funding that 
makes these achievements possible. 

America’s rural communities continue to suffer with elevated 
poverty rates and substandard housing. Rural households are poor, 
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on average, when compared to urban households, and they pay 
more of their income for housing. Congress and the Administration 
have already made substantial cuts in rural development spending, 
reducing Federal spending for rural housing and community devel-
opment programs by more than 20 percent in the last 6 years. 

Now, this Administration’s fiscal year 2008 budget takes square 
aim at the programs that are so critical to the future of rural 
America. It proposes to replace the current effective mix of housing 
loans, grants, and related assistance with guaranteed loans, which 
do not hit the same target. This configuration will devastate our ef-
forts, and those of other organizations across the country to im-
prove rural housing. 

The President’s budget proposes the elimination of section 515, 
the fourth consecutive year that USDA has not requested funds. 
NRHC supports section 515 at a level of at least $100 million. 

The budget slashes farm labor housing loans and grants author-
ized under sections 514 and 516, the only two Federal housing pro-
grams directed towards farm workers. The NRHC supports funding 
each of these two, 514 and 516, for at least $50 million. 

The fiscal year 2008 budget eliminates the section 502 direct pro-
gram in favor of guaranteed loans for homeownership. There is 
substantial evidence that this approach will not provide the assist-
ance for low and very low-income homeowners, who are now helped 
by the direct program. The average annual income of borrowers 
under 502 direct is $18,500. The average annual income of guaran-
teed loans is $40,000. NRHC proposes funding for section 502 at 
$1.2 billion. 

One of the most successful rural housing programs is mutual 
self-help housing program, which combines the section 502 direct 
with the section 503—523 technical assistance funding. This pro-
posal in the budget proposes a reduction of 70 percent in the self-
help housing program. Self-help housing makes homes affordable, 
by enabling homeowners to join together, pool their labor, and 
build homes for themselves and their neighbors, together. 

The grant funds are used to assist in applying for 502 direct 
loans, provide pre-purchase homeownership education, and most 
importantly, to supervise the construction of homes. The average 
number of homes built in recent years is approximately 1,500 a 
year. Driven by a desire for homeownership, these families perform 
65 percent of the construction labor, working evenings and week-
ends, through winter cold and summer heat. These home builders 
know what it takes to make a home in a way that no home buyer 
ever can, and they understand what sweat equity means. 

And it works, despite the fact that self-help families have lower 
incomes than others receiving section 502 loans. Default and delin-
quency rates for these families are lower. And some 68 percent of 
the participants in self-help housing are minority households. This 
success in serving minority households led USDA to commit to a 
doubling of self-help housing as one of the elements of its five-star 
commitment to increasing homeownership. Paradoxically, this 
budget proposes a 70 percent reduction, a strange reaction to suc-
cess. 

The proven success of the self-help model, and the momentum 
built in recent years, made it difficult for RHS to keep track of the 
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funding. Only $34 million is available to refund grants expiring in 
2007, and there is a need for $60 million. NRHC is supporting a 
funding level of $60 million for fiscal year 2008. 

We acknowledge the leadership role that Congressman Hinojosa, 
Chairwoman Waters, Chairman Frank, and other in the Financial 
Services Committee have taken in opposing these budget cuts. 
These programs have a proven track record of success. 

I would like to mention that we also support two bills introduced 
by Congressman Hinojosa: H.R. 1982, the Rural Housing Economic 
Development Improvement Act of 2007; and H.R. 1980, the Hous-
ing Assistance Council Act of 2007. These represent significant and 
important resources to rural America, and I appreciate his support. 

Thank you for the opportunity to be here today. 
[The prepared statement of Mr. Carey can be found on page 56 

of the appendix.] 
Chairwoman WATERS. Thank you very much for your testimony. 
Next, I am going to call on Mr. Gideon Anders, from the National 

Housing Law Project. 

STATEMENT OF GIDEON ANDERS, EXECUTIVE DIRECTOR, 
NATIONAL HOUSING LAW PROJECT 

Mr. ANDERS. Thank you, Chairwoman Waters, and members of 
the committee, for inviting me to testify. I am Gideon Anders, exec-
utive director of the National Housing Law Project, the 39-year-old 
nonprofit corporation that seeks to advance housing justice for low-
income persons by, among other things, preserving and increasing 
the supply of decent and affordable housing. 

We testified before this committee last year on H.R. 5039, and 
we appreciate the opportunity to testify again. Our testimony today 
focuses primarily on the preservation of rural housing service, 
rural rental housing stock, and the protection of residents of that 
housing. Our views and comments are shaped by the fact that the 
section 515 housing stock effectively serves the neediest rural 
households, including seniors, persons with disabilities, and per-
sons of color. 

Frequently, the section 515 stock is the only available affordable 
rental housing that is decent, safe, and sanitary. As we testified 
last year, the National Housing Law Project strenuously opposes 
the Administration’s efforts to lift the ELIHPA pre-payment re-
strictions, because it would allow the conversion of section 515 
housing units in communities that have the greatest need for such 
housing, and will cause a displacement of at least 73,000 persons, 
and will have a severe and adverse impact on minority housing op-
portunities. 

Rural communities in which real estate prices and rents have es-
calated simply do not have other decent, safe, and affordable hous-
ing. California, my home State, and yours, Congresswoman Waters, 
is a good example. We and other housing advocates in the State ex-
pect that, typically, or that, practically, the entire 18,000 units of 
section 515 housing stock in the State will be pre-paid, if the pre-
payment restrictions are lifted. 

While the impact of lifting the pre-payment restrictions may be 
the greatest in California, we believe that other States, such as 
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North Carolina, Florida, and Georgia, to name a few, will also be 
adversely impacted. 

If I may digress for a minute, let me just point out—and this is 
to point out that not a single court in the 20 years that the legisla-
tion has been in effect, not a single court, has held the ELIHPA 
pre-payment restrictions unconstitutional. In fact, the case that 
Russ Davis earlier mentioned, Kimberly v. the United States, has, 
in fact, been restricted by the ninth circuit last November in a case 
that we are involved with out of Oregon. 

So, the calamities that are being threatened are really not, in 
fact, turning out to be true. Moreover, what is very important, the 
Administration is about to settle a large damage case brought by 
the owners of the RHS 515 housing stock. What the Administration 
is not telling you is that, in fact, by settling this litigation, it is also 
preserving the units. Every owner who is getting damages out of 
that litigation is committed to remaining in the program for an ad-
ditional 20 years. So the damages are, in fact, preserving those 
units, and it is not simply money that is going down the drain to 
pay the owners for the preservation. 

Let me go on for a minute to deal with the voucher program. The 
demonstration voucher program, in some respects, has not worked. 
And the way the Administration is, in fact, promoting the program, 
it is because it has been cutting the cost of the voucher program 
at every opportunity that it can. It is not operating like the HUD-
enhanced voucher program, the vouchers are not remaining in the 
communities in which the residents—in which the housing is being 
pre-paid. 

The residents of the 515 stock are not being given a clear right 
to remain in their homes with vouchers, and there are other short-
comings in the voucher programs. They should be fully portable; 
they are not currently fully portable. The voucher must be adjusted 
annually, to accommodate rent and utility cost increases imposed 
by utilities companies, and the residents should be eligible for 
vouchers no later than the date that their landlord refuses incen-
tives to remain in the program, and at least 90 days before the 
scheduled pre-payment date. 

We also ask that the committee consider including in the preser-
vation legislation something to deal with RHS troubled projects. 
The Agency currently has no mechanism for dealing with troubled 
projects, other than foreclosing on them, and seeing that the resi-
dents are displaced. They are not even eligible for vouchers. 

We support a strong program for revitalization and restruc-
turing, and believe that it is critical to ensuring the section 515 
housing stock will continue to serve the needs of long-term housing 
and communities in the future. 

However, we are concerned whether the Agency has a capacity 
to run a restructuring program, whether it has the staffing. More-
over, we are concerned that, in many respects, the proposal of the 
restructuring and the revitalization program are simply too expen-
sive. There are ways in which the costs of that program can and 
should be reduced. Similarly, we urge the maintenance of the 30 
percent of income requirement with respect to rents in the projects. 

If I may conclude, I want to simply endorse Congressman 
Hinojosa’s bill—H.R. 1980—which supports the funding for the 

VerDate 0ct 09 2002 15:50 Aug 16, 2007 Jkt 037205 PO 00000 Frm 00032 Fmt 6633 Sfmt 6633 K:\DOCS\37205.TXT HFIN PsN: TERRIE



27

Housing Assistance Council, and I also endorse the continued fund-
ing of the Rural Housing Economic Development Program. 

And I think, if I may later on discuss the RHS budget, frankly, 
I think in many respect it is a disaster. It does not take into con-
sideration a lot of historical programs that have been in effect, in 
which this Administration is trying to replicate, even though they 
have not worked in the past. 

[The prepared statement of Mr. Anders can be found on page 32 
of the appendix.] 

Chairwoman WATERS. Thank you very much. I am going to call 
on the other members of this panel. There are three votes that are 
being called on the House Floor. If you can summarize your testi-
mony, we may have time for a question or so, if you can do it 
quickly. And that way, we won’t have to ask the members to come 
back, because 9 times out of 10, they won’t get back here after 
those votes. 

So, let me quickly go to Mr. Tom Carew. 

STATEMENT OF THOMAS A. CAREW, DIRECTOR OF DESIGN 
AND COMMUNITY, FRONTIER HOUSING, INC. 

Mr. CAREW. Madam Chairwoman, Congressman Davis, and 
members of the committee, thank you for this opportunity. 

Quickly, since we are compressed for time here, I want to talk 
specifically about the 502 direct program. I have included, as part 
of my testimony, some charts. There is an excel spreadsheet in 
there, which clearly indicates that, for the area that I work, in 
northeastern Kentucky—9 counties, 3 of those counties in the top 
100 poorest counties in America, there is no way that the guaran-
teed program can work. 

A family at 50 percent of median in those counties can afford 
$476 a month for housing. In a guaranteed loan, it’s going to cost 
them $823 a month, so we’re not quite a $400 difference. We really 
need the direct program. It works. You can see, from another chart 
in my testimony, listing the amount of USDA 502 money that has 
been spent in 9 counties of my service area, how important this 
program is. You’re going to take the backbone away of what it is 
we do, and who it is we serve, without 502. 

I also want to support the HAC bill. HAC is crucial to who we 
are, and where we’ve come from. They have been a key player, as 
one of the national intermediaries, and I hope that you will con-
sider funding the HAC bill. 

On the 515 program, there are many provisions of the bill that 
Mr. Davis introduced last year, with Congressman Frank, that 
have a positive approach to restructuring 515. We certainly support 
that side of it. We want to make sure that we protect the tenants, 
and I think that those are the key points. 

[The prepared statement of Mr. Carew can be found on page 44 
of the appendix.] 

Chairwoman WATERS. Thank you so very much for summarizing 
your testimony. 

Mr. Loza. 
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STATEMENT OF MOISES LOZA, EXECUTIVE DIRECTOR, 
HOUSING ASSISTANCE COUNCIL 

Mr. LOZA. Thank you, Madam Chairwoman. We are very happy 
to appear before this committee, and we thank you for the oppor-
tunity. My name is Moises Loza, and I am the executive director 
of the Housing Assistance Council, a national nonprofit organiza-
tion whose mission is to improve housing conditions for low-income 
rural Americans. 

We were established over 35 years ago to provide financing, in-
formation, and technical services to non-profit, public, local govern-
ments, and other providers of rural, low-income housing. 

Let me begin with a brief overview of the condition of housing 
in rural America. In some respects, the quality and condition of 
rural housing has improved greatly over the last few decades. Sub-
standard housing rates have declined dramatically since the 1970’s, 
and mortgage credit is more readily available. 

Despite these improvements, other housing problems persist. 
There is a growing affordability concern, particularly among rural 
renters. Rural areas are becoming increasingly diverse, with immi-
gration and other population shifts, causing us to look at how we 
do rural development differently. 

Currently, less than 16 percent of the rural population are mi-
nority; however, 37 percent of the cost burdened and substandard 
housing are occupied by minorities. There are several rural housing 
programs that tackle these issues and conditions, and the Adminis-
tration is proposing to either cut them or reduce them drastically. 

Other witnesses have talked about the direct 502 program. I 
think what’s important to say is that it has made it possible for 
over 2 million low-income and very low-income Americans, rural 
Americans, to become homeowners because of this program. Others 
have also talked about the 523 program. About 68 percent of the 
participants in the self-help housing program are minorities. And 
of the self-help housing participants, their default and delinquency 
rates are lower than the non-self-help housing participants. Very, 
very important information, Madam Chairwoman. 

The Administration proposes no funding for section 515. The 515 
program serves families whose incomes average less than $10,000 
a year; nearly 60 percent of them are elderly or disabled, so preser-
vation of this housing stock is very important. 

The Housing Assistance Council is collaborating with the Council 
on Affordable and Rural Housing, the National Housing Law 
Project, the National Rural Housing Coalition, and others, because 
we want to devise and find a way to preserve these 515 units. 

Now, I want to talk briefly about the rural housing and economic 
development program in HUD. Assistant Secretary Patenaude, I 
think, shared with us some of the figures that show that this is a 
program that serves the poorest of the poor. Rather than statistics, 
let me give you three examples of how this money is being used. 

The Ogalala Sioux Tribe Partnership for Housing used its grants 
on the Pine Ridge Reservation in Shannon County, Dakota. This is 
one of the poorest counties in the Nation. Its grants have been used 
to provide critically needed housing counseling, and to capitalize a 
loan fund for mortgage financing and economic development. The 
Azteca Community Loan Fund, which operates in Hidalgo County, 
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Texas, used its grants to develop and deliver financial literacy 
training, specific to the families in Colonias. These are families 
whose incomes go as low as $6,000 a year. 

And with an RHED grant, Kentucky Mountain Housing, which 
serves rural Appalachia, was able to purchase acres of land, a 
truck for hauling materials, and update its training curricula and 
material. 

Chairwoman WATERS. I’m sorry, I am going to have to ask you 
to cut it short. I want to hear from Mr. Rice also, who has been 
waiting, before these members leave us. 

Thank you very much, Mr. Loza. We have your examples. 
Mr. LOZA. Yes, thank you very much, Madam Chairwoman. 
[The prepared statement of Mr. Loza can be found on page 72 of 

the appendix.] 
Chairwoman WATERS. Please, Mr. Rice. 

STATEMENT OF ROBERT L. RICE, JR., PRESIDENT, COUNCIL 
FOR AFFORDABLE AND RURAL HOUSING 

Mr. RICE. Thank you, Chairwoman Waters, and members of the 
committee. You have my written statement, so I will be brief and 
just highlight how we feel. 

I am the president of the Council for Affordable Rural Housing, 
and the Council supports H.R. 1980 and 1982, as the rest of the 
panel does. We also would support at least the funding that section 
515 and section 502 had last year. 

We are very concerned about rental assistance going to one year, 
because we have been told the numbers show that in the next cou-
ple of years that number, when we’re renewing every year, will be 
over $1 billion, and we’re not certain where that money is going to 
come from. 

We are in favor of the revitalization bill that was proposed last 
year, and we would certainly be in favor of it again. But we feel 
that all of the apartments, at some time, will be able to use this 
program; that’s 17,000 units. And we don’t think that rural devel-
opment has the staff to handle that, and we would like them to 
have the ability to subcontract, for people to help with that proc-
essing. 

We are very happy with the demo program. We think that’s 
working very well, and it just shows that the revitalization bill 
would work. 

Also, one other thing that we’re concerned about that is not actu-
ally before this committee, but we think it would help preservation 
a lot, if exit tax relief was passed. Thank you. 

[The prepared statement of Mr. Rice can be found on page 84 of 
the appendix.] 

Chairwoman WATERS. Thank you so very much for honoring our 
request to be concise with your testimony. 

Mr. Davis—both Mr. Davises—I think there was some question 
about the voucher program. Somebody thought it worked, some-
body thinks it does not work. Do you have a question about the 
voucher program that you wanted to share? Did you have a ques-
tion about the voucher program? 

Mr. DAVIS OF KENTUCKY. I think we can pick this up in addi-
tional correspondence with the agencies. 
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Chairwoman WATERS. Yes, Mr. Davis? 
Mr. DAVIS OF TENNESSEE. Each of you who are providing advice, 

counsel, assistance, directing many low-income individuals toward 
affordable housing, without the direct lending program, nothing ex-
ists, and that has to be fixed. 

Mr. ANDERS. I fully agree. 
Chairwoman WATERS. Well, I would like to thank all of you for 

coming to this hearing, and I am sorry that we had to shorten our 
hearing a bit. But your testimony has been very, very important, 
and I think it’s important for me to say to you, so that at least you 
can go home knowing, that there are a lot of people here fighting 
for you on both sides of the aisle. We understand exactly what you 
have said today. 

It’s clear to us what the Administration has done. And we believe 
that people in rural America should have the opportunity for better 
housing. And those of us from the urban areas are going to fight 
just as hard for rural America as we fight for urban America. 

Thank you all for being here today. This meeting is adjourned. 
[Whereupon, at 3:53 p.m., the hearing was adjourned.] 
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