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1998 Public Housing Reform Bills
Letter to the Conferees
Dear Conferee:

I am writing to make you aware of the Administration's views on the public
housing reform legislation you are now considering in the conference to reconcile S.
462 and H.R. 2. These bills propose major changes in the public housing and
tenant-based Section 8 programs. Over several years now, both the Congress and
the Administration have put a great deal of thought and hard work into the pursuit
of sound reform legislation. As you move ahead in the conference, | look forward
to our continued collaboration, so that important and long-overdue reforms may
finally be enacted and implemented.

INTRODUCTION

The Administration strongly supports the goals of S. 462 and H.R. 2 -- to
streamline and reorganize the Nation's public housing system in a manner which
will benefit public housing residents, facilitate the efficient use of Federal resources,
and increase accountability to the public. The Administration also appreciates the
willingness of both the House and Senate to draw upon management reform and
other provisions in the Administration's bill -- the Public Housing Management
Reform Act of 1997.

However, the Administration has a number of major concerns about S. 462
and H.R. 2 as-passed which, among other things, require the Conferees to take the
following actions:

Provide more targeting of scarce housing assistance to the neediest families;

Delete the H.R. 2 provision allowing "fungibility” to meet income targeting
requirements;

Delete or address the serious flaws in H.R. 2's "Home Rule Flexible Grant
Option";

Delete the self-sufficiency agreements and the community work provisions in
H.R. 2;

Delete the Housing Evaluation and Accreditation Board created by H.R. 2;



[S8conter wpd Page 2

Enact the Administration's provision for mandatory receiverships for troubled
PHAs that do not improve sufficiently within one year, as well as related
management assessment provisions;

Further streamline "PHA Plan” requirements; allow small PHAs to use
operating and capital funds interchangeably; delete provisions constraining
flexibility in the operating subsidy formula; and make the Drug Elimination
Program a formula-based program;

Delete the S. 462 provision authorizing PHAs to obtain medical information

about applicants for housing assistance; and

Delete the provisions of both bills allowing PHAs to set the payment standard
in the tenant-based Section 8 program higher than the Fair Market Rent
established by HUD.

SUMMARY OF THE BILLS

The Senate and House bills make permanent a number of critical reforms that
the Administration and the Congress have been able to achieve only through
year-to-year provisions in appropriations legislation. Elements of the Senate and
House bills would promote the continuation and strengthening of the transformation
of the public housing and Section 8 programs already underway, including: (1}
replacing the worst public housing with scattered-site and townhouse
developments and with portable tenant-based assistance through the HOPE VI
program, permanently repealing the one-for-one replacement requirement, and
facilitating demolition of obsolete developments and conversion to tenant-based
assistance or appropriate site revitalization; (2) turning around troubled PHAs
through the use of various tools, including mandatory receiverships for chronically
troubled PHAs and enhanced powers afforded to HUD and court-appointed
receivers upon takeover; (3) promoting public housing communities with a greater
income diversity and allowing PHAs to implement rent policies that encourage and
reward work, and are coordinated with welfare reform; {4) demanding greater
household responsibility as a condition of housing assistance through more vigorous
screening, eviction or subsidy termination, and lease enforcement provisions; and
(5) implementation of several of the Administration's key management reforms.
Important provisions for management reform include program consolidation and
streamlining, deregulation of well-managed PHAs and smail PHAs, increased
reliance on physical conditions in assessing PHA performance and more certain
treatment of the most troubled PHAs.

DESCRIPTION OF ADMINISTRATION CONCERNS
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As | am sure you are aware from my testimony last year and from other
discussions in recent months, however, the Administration has a number of major
concerns about particular provisions of both bills. Despite its support for the
general goals of both bills, the Administration believes that certain provisions go
farther than is necessary to make the reforms that are needed. Instead of making
only reforms, some provisions -- particularly on income targeting -- would move the
program too far away from fundamental, prudent national standards and
appropriate federal oversight. Income targeting is a fundamental issue because it
sets the rules for access to assisted housing. A resolution of this issue that
provides insufficient protection for those who most need assistance would lead me
to recommend a veto of this legislation. Nevertheless, the Administration is
hopeful that our concerns can and will be addressed in the Conference, clearing the
way to enactment of sound public housing and Section 8 reform legislation.

The Administration’s most important concerns about the bills are described
below.

I MAJOR CONCERNS

A. INADEQUATE TARGETING OF HOUSING ASSISTANCE TO THOSE
FAMILIES MOST IN NEED

1. Income Targeting in Public Housing

The Administration believes that the income targeting provisions of both bills
must be

tightened to direct more housing assistance to families with the most pressing
housing needs. In particular, the Administration strongly opposes the House
"fungibility” provision, which could mean that PHAs in some cities would not have
to offer any public housing units to extremely low-income families. The
Administration supports the Senate requirement that 40% of available public
housing units go to extremely low-income families; however, the Administration
also advocates increasing -- from 70% (as in the Senate bill) to 90% -- the ratio of
newly available units that must be offered to families with income levels no higher
than 60% of median (which is approximately $22,600 nationally). The
Administration also seeks a requirement that at least 40% of the units in each
public housing development be occupied by families with incomes below 30% of
area median income. This will ensure that the poorest families have housing
opportunities at all developments, including those that may be most marketable to
relatively higher income families.

The Administration believes that the income targeting provisions of both bills
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-- especially the House's "fungibility” provision -- go much farther than is necessary
to serve working families and achieve a more diverse income mix in public housing.
It is essential to the social and financial health of public housing communities that
more working families are admitted to public housing. Today, the median family
income in public housing is only $6,940 per year -- just 21% of median income
nationally. By contrast, both bills would open up too many public housing units to
families at the upper end of the eligibility range -- families with incomes of up to
80% of the area median income, or approximately $40,000 in the ten largest
metropolitan areas.

The Administration does not oppose admitting a small number of families at
that income level. However, the Administration believes that mixed-income
communities that serve working families can be attained without going as far as the
House and Senate hills. This can be done by ensuring that at least 40% of
admissions are reserved for families with incomes up to 30% of median
(approximately $11,300) and that 90% of admissions are families with incomes at
or below 60% of the area median (approximately $22,600). In comparison, 60%
of median income is the absolute upper cap for the HOME and low-income housing
tax credit programs. In addition, the Administration urges the Conferees to adopt
language that would require PHAs generally to maintain an occupancy distribution
such that of at least a forty percent certain-percentage of units in each public
housing development are occupied by very poor extremely low-income families.

Not only are the income targeting percentages inadequate, but the House
bill's fungibility provision could undermine even that level of targeting which the bill
proposes. This provision would allow a PHA to admit even fewer very poor families
to public housing if the PHA gave more of its Section 8 cestificates tenant-based
assistance to such families than the minimal number which the bill requires.
FBecause many communities’ current levels of admissions of very poor families to
the certificate and voucher programs substantially exceed the House percentage
requirement, the result almost certainly would be that some PHAs would not have
to offer any public housing units to families -- including many working families --
whose incomes are below 30% of the area median income. The Administration
finds such a possibility to be unacceptable.

The Administration proposed its income targeting for public housing with the
understanding that the achievement of a more diverse income mix necessarily
would result in reduced access for those with the lowest incomes. Partly in
recognition of this problem, the Administration each year has proposed that
Congress provide substantial additional vouchers. Congress should recognize that
these proposals are linked and that the loosening of public housing income targeting
needs to be done in conjunction with the provision of additional vouchers. Any
compromise between the Administration's income targeting and the Senate's
income targeting, for both public housing and Section 8, should occur only to the
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extent additional vouchers are provided that compensate for the loss of access for
those who most need housing assistance. This would require an annual
appropriation of 62,500 additional vouchers if the Senate’s income targeting levels
are adopted.

With respect to income targeting by development, that concept already is
part of current law. The Administration proposal is a moderate proposal to ensure
continuing access to all developments by all eligible income groups.

2. Income Targeting in the Tenant-Based Section 8 Rental
Assistance Program

The Administration is opposed to the provisions of both bills on income
targeting for the tenant-based Section 8 program. Instead, the Administration
believes that 75% of tenant-based assistance which becomes available each year
should be targeted to the very poor -- families with incomes at or below 30% of
median income (approximately $11,300) -- and that the remainder of such
assistance generally should go to families with incomes no greater than 50% of
median, as under current law.

Both bills unnecessarily reduce the portion of Section 8 tenant-based
assistance that would go to families with severe housing needs. Current law
generally limits eligibility for tenant-based assistance to very low-income families
with incomes below 50% of the area median income. Moreover, federal
preferences, which applied to 90% of new Section 8 recipients prior to FY 1996 as
opposed to only 50% of new public housing residents, have served to further target
assistance to extremely low income families. The median income of Section 8
certificate holders is now approximately $7,550.

In contrast, H.R. 2 would require only that 40% of all Section 8 tenant-based
assistance go to extremely low-income families -- the income range which the
program has primarily served in the past. Relatively higher income families, with
incomes up to 80% of median income, would become eligible to receive such
assistance. S. 462 is not as extreme as the House bill, but would still require only
that 65% of all tenant-based assistance go to families with the most severe
housing needs and that 90% go to families with incomes under 60% of median.

The Administration contends that scarce federal rental subsidies for use in
the private market must be targeted to families with the lowest incomes, for the
following reasons: 1) 5.3 million very low-income renters now have "worst-case
housing needs”, defined as paying more than 50% of their income toward rent or
living in substandard housing units, and these families are concentrated at the
lowest income levels (below 30% of the area median income); 2) relatively few of
the families with incomes in the upper ranges allowed under both bills who would
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become eligible for admission to the Section 8 program (including 17.5 million
unassisted renters) have serious unmet housing needs; 3) federal preferences are
being repealed; 4} both the Senate and House bills propose opening up public
housing admissions to families with relatively higher incomes to promote
mixed-income communities, which means fewer units will be available for
extremely poor families; and D) tenant-based rental assistance integrates families
with low incomes into private, mixed-income housing of their choice and does not
suffer from the severe income concentration problems of project-based programs.

The Administration also sees no reason to expand tenant- based program
eligibility limits so that these scarce housing resources can be provided to
households with incomes at 80% of the median -- approximately $40,000 for
families in the ten largest metropolitan areas -- who are better able to afford private
market housing without any subsidy. This income level, which is equivalent to
250% of the poverty line, exceeds the income limits for virtually all other federal
means-tested programs.

B. HOME RULE FLEXIBLE GRANT OPTION

The Administration strongly opposes the Home Rule Flexible Grant Option in
H.R. 2, which could transfer public housing funds from a PHA to a city government
regardiess of the city's ability or experience in administering housing programs or
the housing authority’s management record. Instead, the Administration believes
that implementation of the current-Meving-te- Moving-to-Work demonstration will
provide sufficient opportunity to explore innovative local approaches in the public
housing and Section 8 programs.

The Administration has taken bold action to deal with chronically troubled
PHAs and to demolish and replace the worst public housing. However, that is not
what the House provision is about. The House provision would allow a city
government, regardless of its motives or its track record in administering housing
programs, to take over or replace even a high-performing housing authority. Some
of the most intractable management problems in recent years have occurred in
several chronically troubled PHAs that have been operated as part of city
government.

The provision also inexplicably provides cities that would administer public
housing more regulatory flexibility than PHAs (e.g., to charge rents exceeding
Brooke amendment requirements). There is no reason to link additional regulatory
flexibility with the choice of the entity to administer public housing.

If the goal of this provision is to address serious management problems in
public housing, one would expect it to be crafted as an alternative intervention
strategy with respect to treubladfailing PHAs. As a compromise, Fthe provision
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could be applied where HUD agrees that this is an acceptable alternative to
court-ordered receivership (with the locality subject to the usual public housing and
Section 8 regulations.) Rather, -Ithe current provision irstead-would be applicable
to all PHASSs, irrespective of the demonstrated quality of their management.

With respect to the goal of testing additional regulatory flexibility, lastead,
the Administration instead supports continued implementation of the Moving to
Work demonstration authorized by the FY 1996 appropriations act. That
demonstration program allows up to thirty PHAs to design and test innovative ways
to provide housing assistance and to link families to work, through merging funding
streams and testing new rent structures while retaining reasonable income
targeting. HUD has selected PHAs with diverse and potentially far-reaching
proposals. The demonstration is large enough to allow substantial experimentation,
yet small enough to permit a rigorous evaluation of program success and
replicability.

C. COMMUNITY WORK AND SELF-SUFFICIENCY REQUIREMENTS

The Administration opposes the self-sufficiency agreements and the
community work provisions in the House bill. Instead, the Administration believes
that provisions emphasizing collaboration between PHAs and local welfare agencies
are a better and more productive approach to addressing welfare reform and
self-sufficiency issues. For example, the Administration supports the provisions in
both bills which require PHAs to describe in their annual plans the ways in which
they propose coordination with other local and state welfare and service agencies,
and assure that households who violate welfare program self-sufficiency rules are
not rewarded with subsidized housing rent decreases. The Administration also
supports provisions in both bills permitting PHAs to set public housing rents "up to
30% of a family's adjusted income, which allows for rent structures that do not
penalize increases in earned income. Further, the Administration supports
authorization of additional Section 8 certificates for use with local collaboratives in
welfare-to-work initiatives.

»

The Administration believes that public housing and Section 8 residents must
assume certain responsibilities in return for the benefits of their housing assistance.
To this end, the Administration supports many reforms in both the House and
Senate bills which place a premium on resident self-sufficiency and on linking the
PHA with existing providers of services. Additionally, the Administration supports
provisions in both bills to toughen screening, lease enforcement and eviction, and
subsidy termination reguirements.

However, the Administration opposes the House bill's mandatory
self-sufficiency contracts. This sweeping new requirement would fundamentally
change the public housing and Section 8 programs and would impose inordinate
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and costly burdens on 3,400 local PHAs whose budgets and administrative
capacities already have been stretched. A far more efficient and effective approach
is to encourage partnerships between PHAs and State and local welfare agencies
that promote self-sufficiency through initiatives such as the authorization of
"Welfare to Work" certificates, as proposed in the Administration's bill.

The Administration also opposes significant aspects of the community work
provisions included in the House bill. The Administration's bill includes a
community service provision because the Administration believes it is reasonable to
ask each recipient of public housing or tenant-based assistance to be engaged in
some activity which benefits the community as a whole, which includes working,
attending school, or otherwise preparing for work. However, the Administration's
bill provides for much more reasonable exemptions than the House bill and would
not authorize eviction as an enforcement tool.

D. MANAGEMENT REFORM
1. Federal Oversight

The Administration supports several of the bills’ revisions to the PHMAP
systern, including those that emphasize the importance of decent living conditions,
and would support the establishment of an advisory performance evaluation board
or other task force to review various performance evaluation systems and
deterrmine the need, if any, for an outside accreditation entity. The Administration
also supports the House and Senate bill provisions which give HUD or a receiver
enhanced powers for dealing with troubled PHAs,; require PHAs; the takeover of
severely troubled PHAs that fail to improve promptly; and require the obligation and
expenditure of capital funds within certain time frames (which the Administration
believes should be extended to the HOPE VI program). The Administration does not
support the Accreditation Board created by the House bill.

The Administration believes that it is critical to have an assessment tool
which accurately measures PHA performance and is consistent with the

Administration's management reform plan for HUD. la-the-short+run-thisreguires-
making-oditications-te This requires overhauling loesking the current performance

measurement system -- the Public Housing Management Assessment Program
(PHMAP). In particular, the Administration supports the bills’' provision adding an-
BHMAE indicator assessing the extent to which a PHA is providing acceptable basic
housing conditions and the House provision making acceptable basic housing
conditions a precondition for a PHA to get a passing grade in the assessment
systerm. This will support HUD's efforts to make BHMAR the performance
evaluation system more objectively verifiable and reflective of the conditions under
which public housing residents are living.
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The Administration, however, strongly opposes the House bill's
"Accreditation Board", a new federal agency which would create an accreditation
program for all public housing agencies and other providers of federally assisted
housing. This proposal, written prior to the Administration's management reform
efforts, runs directly counter to the Administration's plan for improving and
streamlining Federal oversight of the public housing program. It would not reduce,
but instead would redistribute and probably increase, the Federal bureaucracy.
Moreover, the proposal would appear to divorce Federal oversight and auditing
responsibilities which would be given to the Accreditation Board, from HUD's
ongoing obligation to provide Federal funds to PHAs. This would make it more
difficult for HUD to hold PHAs accountable.

Instead of the House bill's Accreditation Board, an advisory entity such as
the Administration’s proposed Performance Evaluation Board should be given the
opportunity to review and make recommendations on implementation of HUD's
management reform in this area as well as various approaches to Federal oversight
and assessment of PHAs, including accreditation. Finally, the Justice Department
advises that the proposed means of appointing the Accreditation Board would
unduly restrict the President and thus violate the Appointments Clause of the
Constitution.

The Administration already has taken the most aggressive actions in HUD's
history against chronically troubled PHAs, including direct takeovers and support for
judicial receiverships. In this regard, the Administration supports the Senate bill's
provisions giving HUD enhanced powers to deal with troubled-REAs-bachich-are-the-
SafRe- provisions—as—in-the-Administration-s-bill PHAs. Those provisions require
HUD to take certain actions against any PHA that is still troubled after one year
(including mandatory receivership for any large PHA). After further consideration,
the Administration believes that this provision should be modified to give a troubled
PHA one additional year before HUD will take action if that PHA has made progress
in the first year that is equal to at least half the difference between its RHMAR
assessment score and the score necessary to be a "standard" performer.

In addition, the Administration supports the Senate bill provision requiring
PHAs to obligate capital funds within 24 months. It is critical in these times of
fiscal restraint to ensure that appropriated funds are used promptly for their
intended purposes. Further, the Administration urges the Conferees to adopt two
additional provisions from the Administration's bill: {1) requiring PHAs to spend
capital funds within 48 months (in addition to obligating such funds within 24
months); and (2) applying specific time frames to the HOPE VI program, such that a
PHA would have to sign a primary construction contract within 18 months of
executing the grant agreement, and would have to complete construction within 4
years from the grant agreement.
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2. Consolidation and Streamlining

The Administration urges the Conferees to further streamline PHA plan
requirements as in the Administration’s bill. In addition, the Administration
supports the House provision allowing small PHAs to use operating and capital
funds interchangeably. The Administration also advocates the deletion of House
provisions constraining flexibility in the operating subsidy formula. Further, the
Administration urges the Conferees to convert the Drug Elimination Program into a
formula-based program, and to merge the TOP and EDSS programs.

The Administration supports and recognizes the benefits of consolidating
PHA planning and reporting requirements into a single annual plan, as provided in
both the Senate and House bills. However, the Administration is concerned that
the scope of the annual plans be consistent with HUD efforts to streamline PHA
and HUD administration of the public housing and Section 8 programs. The
Administration strongly urges the Conferees to consider limiting the number and
scope of plan elements as described in the Administration's bill. Conferees also
should adopt the Senate provision permitting HUD by regulation to provide that
elements of the PHA plan other than the capital plan and civil rights shall be
reviewed only if challenged.

The Administration also supports the House provision allowing small PHAs
{less than 250 units) to use operating and capital funds fungibly, as provided in the
House bill, because the formula allocation of capital funds to such PHAs would be
small and the additional flexibility would simplify PHA operations and HUD
administration. However, the Administration opposes the provision of the House
bill giving governors new responsibility to allocate half of such funds.

In addition, the Administration supports the language in both bills authorizing
HUD to renegotiate the formula for allocating public housing operating subsidies to
PHAs. The current system has not been changed in many years. A renegotiation
could result in a revised formula that is simpler and more equitable, and that
provides better incentives for sound, cost-effective public housing management.
However, HUD opposes the House provisions defining treatment of vacant units,
utility rates, and rental income. These provisions may hamstring and substantially
complicate the future formula and should be left to rulemaking (which will be
negotiated rulemaking under the House and Senate bills). The extent to which
PHAs may retain increases in rental income, in particular, should be left to
rulemaking because: (1) rental income has is increaseding substantially throughout
the program, for reasons that may be unrelated to PHA administration of the
program; and (2} such retention creates a strong financial incentive for PHAs not to
serve the poorest households., The House §204(d) interim allocation provisions also
are unnecessary.
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Further, the Administration urges the Conferees to convert the Public
Housing Drug Elimination Program from a competitive to a formula-based program,
to provide predictable funding for PHAs and reduce the administrative burden on
both HUD and PHAs of annual competitions. The Administration also advocates
permanent authorization of the supportive service (EDSS) program and a merger of
EDSS and the Tenant Opportunities Program (TOP), as provided in the
Administration’'s bill.

EE. RESIDENT EMPOWERMENT

The Administration strongly supports provisions in both bills, and retention of
certain elements of current law, which empower residents, ensure that residents
are given the opportunity to participate in decisions affecting their lives, and protect
residents from unwarranted intrusions.

In the Administration's view, the final bill must include, at least, the
following:

The Senate bill's authorization of the supportive services funding
originally
authorized in the FY 1296 appropriation {the EDSS program), which
should
include elements of the Tenant Opportunity Program as proposed
in the Administration’s bill

Resident membership requirements on the public housing boards of
commissioners, as provided in both bills, and the House bill's required
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plan review period for affected residents;

The Senate bill's provisions protecting residents' rights to adeguate
notice and consultation and ensuring adequate relocation assistance in
the demolition and disposition process; and

Retention of current law provisions on: (1) lease and grievance
procedures (as opposed to the House repeal); and (2} notice of lease
termination (as opposed to the House bill's preemption of any
minimum notice requirements provided under State law).

FG. ACCESS TO MEDICAL RECORDS

The Administration strongly opposes the provision in the Senate bill that
would authorize PHAs to obtain medical information about applicants for housing
assistance.

This provision could increase the potential that important antidiscrimination
protections of Federal fair housing laws could be violated and could discourage
persons with drug problems from seeking treatment. The Administration shares the
Senate's desire to ensure safety and security in public housing, and has proposed
and implemented tough new policies, such as "One Strike and You‘'re Qut”, to
achieve that goal. However, the Administration believes that the Senate's medical
records provision goes too far, weakening other important legal protections and
compromising efforts to encourage people with drug abuse problems to enter
appropriate and effective treatment programs. The Administration is concerned
that this provision could have negative consequences for individuals who have
received treatment and are attempting to rebuild their lives.

GH. PAYMENT STANDARD

The Administration opposes the provisions of both bills allowing PHAs to set
the payment standard in the tenant-based Section 8 program at levels higher than
the Fair Market Rent established by HUD.

The Administration believes that the Payment Standard should be set at no
higher than the Fair Market Rent (FMR) or a HUD-approved exception rent up to
120% of FMR. H.R. 2 would permit PHAs to establish payment standards of 80%
to 120% of FMR. The Senate bill would allow PHAs to establish payment standards
of 90% to 110% of FMR, though PHAs may establish higher or lower payment
standards with HUD approval.

The higher the payment standard, the greater the subsidy to each assisted
household. Consequently, fewer eligible families would receive housing assistance.
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The pressures on PHAs to help the currently assisted at the expense of the
unassisted are very high, and work against national goals of helping more families
in need. In addition, a higher payment standard would encourage a greater number
of relatively higher-income and less needy families to apply for housing assistance,
further reducing the amount of housing assistance available to the poorest families
with the most severe housing needs.

n. OTHER CONCERNS
A. REPEAL OF THE U.S. HOUSING ACT OF 1937

The Administration urges Congress to find another means of signaling
dramatic program reform.

The Administration sees no compelling operational reason to repeal the 1937
Act. The new law can be crafted so that it clearly calls for sweeping reform of the
public housing and tenant-based assistance programs, without including the
complications of repealing the 1937 Act.

There are also practical concerns regarding repeal. At the request of the
House Banking Committee in the previous legislative session, the Administration
conducted an extensive review of the implications of the proposed repeal of the
U.S. Housing Act of 1937. HUD determined that there are, at a minimum, over
500 references to the 1937 Act in other statutes, located both within and outside
of the jurisdiction of the Congressional Banking Committees. Additionally, the
Administration identified a series of issues which the Conferees should address if
the repeal is accepted in the Conference. Moreover, coupling the 1937 Act repeal
with a ban on new regulations prior to the effective date of the law, as provided in
the House bill, would inhibit the ability of the Administration to ensure that the new
law is carried out uniformly and with adequate guidance.

B. RENT LEVELS
1. Flat Rents
The Administration does not see the need for the House bill provision giving
public housing residents the choice of paying an income-based rent or a flat rent

based on the market value of their units.

This provision would be administratively burdensome to the 3,400 PHAs
who will have to determine the market value of well over one million public housing
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units, including units in elderly housing developments. In addition, if the goal is to
encourage residents to increase their incomes or to encourage relatively
higher-income families to move into or remain in public housing, then the same
thing can be accomplished by implementing a program of rent incentives, including
earned income disregards and ceiling rents. Both bills allow PHAs to adopt
innovative rent policies by permitting rents "up to" 30% of adjusted income (as
opposed to current law, which requires rents to be set "at" 30% of adjusted
income).

2. Minimum Rents

The Administration opposes the minimum rent provisions in the bills,
particularly the authority in the House bill to set a minimum up to fifty dollars.
Instead, the Administration supports a minimum rent requirement of $25 per
month, with an exemption for hardship categories to be determined by the
Secretary or the PHA.

The Administration generally agrees with the concept that every family
receiving housing assistance should make at least some rental payment. However,
the Administration believes such a minimum rent should not exceed $25 per month,
an amount which is sufficient to make the symbolic point that all residents should
contribute something to maintenance of their development without imposing an
undue burden on the very poorest families. Thus, the Administration opposes the
House provision allowing PHAs to charge a minimum rent of up to $50 per month.
Further, the Administration believes that the Secretary of HUD must have the
authority to establish hardship exemptions for certain types of cases -- for exampie,
for those families awaiting public benefit eligibility determinations.

C. HOME AND CDBG INCOME TARGETING

The Administration opposes the House bill's unnecessarily loosened income
targeting in both the CDBG and HOME programs.

The Administration strongly objects to the changes which would preclude the
Secretary from capping median incomes at the national median income. Currently,
the CDBG and HOME funds are targetted to assure that low-income families are
well served. This proposal would immediately raise the income limit in thirty-seven
relatively higher income metropolitan areas. For example, in one community, the
income limit for a four person family would exceed $71,000 (Stamford,
Connecticut). By allowing families with incomes even above moderate income
ranges to benefit from these programs, these changes would eviscerate the
requirement that those programs substantially benefit low and moderate income
households.



f[?Q"T?»confer.wpd Page 15]]

D. DISCRETION TO SETTLE LAWSUITS

The Administration opposes the House bill's provision which requires the
Secretary of HUD to consult all adjacent local governments, when settling any
lawsuit involving HUD, a PHA, and a local government.

This provision is an unnecessary intrusion into the federal government’s
ability to manage its affairs. Moreover, the Justice Department represents HUD in
settling lawsuits. It would be unwise to require the Secretary of HUD to engage in
particular consultations that may conflict with or duplicate the efforts of the Justice
Department. At a minimum, this provision could be extremely costly for the Federal
government, since it will hinder the ability to settle lawsuits in a timely and
cost-effective manner. Finally, the provision is overly broad, since it would require
such consultation for all matters, whether trivial or substantial.

E. CDBG SANCTION

The Administration opposes the House bill's CDBG sanction against local
governments contributing to the troubled status of a PHA.

H.R. 2 provides that the Secretary may withhold or redirect the CDBG funds
of any local government whose actions or inactions have substantially contributed
to the troubled status of a PHA. Current law, coupled with new sanctions included
in both bills gives HUD a number of other sanctions to deal with troubled PHAs,
including receivership. The proposed CDBG sanction could lead to substantial
charges, countercharges, and litigation, without resulting in the improvement of
troubled PHAS.

F. AVAILABILITY OF CRIMINAL CONVICTION RECORDS

The Administration opposes the apparent requirement in the House bill that
private owners of federally assisted housing be provided with information regarding
criminal conviction records of adult applicants or tenants of that housing.

The Administration opposes allowing any private citizens or entities,
including the private owners of federally assisted housing, to obtain criminal record
information about other individuals. The provision of such sensitive information to
private individuals and entities raises significant privacy concerns. The
Administration will work with Congress to identify other means of bolstering
security efforts in privately owned, federally assisted housing.

G. DESIGNATED HOUSING

The Administration opposes the changes H.R. 2 makes to current law
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requirements for designation of housing for elderly persons or persons with
disabilities. These changes would weaken current law provisions requiring PHAs to
consider the housing needs of persons with disabilities, and would not allow an
adequate time period for proper review of designated housing plans.

Under current law, a PHA's plan to designate housing must meet two
requirements. First, the plan must be "necessary to meet the jurisdiction's
Comprehensive Housing Affordability Strategy, "and” the plan must be "necessary
to meet the low-income housing needs of the jurisdiction." Under H.R. 2, a PHA
would need to meet only one of these two prongs, showing that a designation plan
is necessary to meet either the CHAS "or"” the low income housing needs of the
jurisdiction.

These changes are not necessary and are likely to have a detrimental impact
on access to housing for-persons with disabilities. The current statutory framework
is working effectively. HUD has been successful in helping PHAs designate
thousands of units for elderly persons, while preserving housing access for persons
with disabilities in those communities.

Allowing a PHA to rely solely on a CHAS, as H.R. 2 proposes, may lead to
designations which are inconsistent with the housing needs of persons served by
the PHA. The CHAS is written based upon Consolidated Plan regulations that are
tailored to community planning and development programs and that do not require
communities to assess the housing needs of persons with disabilities in general.
Rather, they refer specifically only to persons with disabilities who require
service-connected or accessible housing. The vast majority of persons with
disabilities who apply to live in public housing are merely low-income individuals
who also have disabilities. They are neither looking for, nor need supportive
housing.

In addition, the submission and review of designated housing ptans should
not be incorporated into the PHA's =local housing management plan=, as under the
House bill. The Administration believes that, since they involve significant
decisions that could permanently limit access to important housing resources for
some low-income people, designated housing plans should be considered separately
from the many other administrative and management issues that are addressed in
the local housing management plan.

H. TOTAL DEVELOPMENT COSTS

The Administration urges the Conferees to include language reflecting the
Administration's proposal on total development costs.

The Conference staffs have-beern-provided-with are being provided HUD's
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proposal on total development costs. The proposa!l would assure that capital costs
allowed for HOPE VI and other public housing development will produce sound and
durable, but modest, housing that fits into the community. It would also assure
that the costs of community development and supportive service activities are not
confused with the costs of housing construction. HUD urges the Conferees to
include statutory language that reflects this proposal.

I. OCCUPANCY STANDARDS

HUD opposes the House provision barring a national occupancy standard,
solely because the provision may cause confusion regarding HUD s authority.

HUD has no intention to establish, directly or indirectly, a national
occupancy standard. The Department continues to follow Congress’s direction in
the FY 1996 HUD Appropriations Act, which requires that HUD, in connection with
a complaint under the Fair Housing Act, determine theat legality of a State or
local standard, on a case-by-case basis, considering a variety of
circumstances.

Ji VOLUNTEER SERVICES

The Administration urges the Conferees to take this opportunity to revise the
volunteer exception to the Davis-Bacon Act to conform to the language of the
Community Improvement Volunteer Act of 1994.

There is no policy reason to continue the differences in the definitions of
volunteer exemptions. The Administration included the necessary language in its
public housing bill (H.R. 1447, Section 121). Any volunteer provisions regarding
resident management corporations also need to be consistent with this definition.

KJ. SEXUALLY VIOLENT PREDATORS

A rule barring “sexually violent predators” from public housing probably
would be difficult or impossible to enforce. In addition, housing agencies already
have access to the information contained in the National Sex Offender Registry.

Section 641(c) of H.R. 2 and § 301 {f) of 5.462 wvould require public
housing agencies to exclude “sexually violent predators” as defined in the
Wetterling Act (42 U.S.C. 14071). The Wetterling Act contains standards for
States sex offender registration programs. In the past, those standards required
states to determine convicted sex offenders are “sexually violent predators” {using
a partially legal and quash-psychiatric definition set out in the Act), for purpose of
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imposing registration requirements. However, under recent amendment to the Act,
States no longer are required to make such determinations. Instead, they can adopt
other measures to protect the public from particularly dangerous sex offenders.
Because it is predictable that many states will not make “sexually violent predator”
determinations, a rule barring “sexually violent predators” from public housing will
probably be difficult or impossible to enforce.

Section 644(a) of H.R. 2 and § 304(b) of 5.462 require the FBI and state
and local agencies to provide public housing agencies with information collected
under the National Sex Offender Registry (NSOR) or a State registry. An an initial
matter, these provisions refer to language {“designated State law enforcement
agency: and “local law enforcement agency authorized by the State agency”) that
is no longer in the Wetterling Act. In addition, an NSOR check alone will not to
reveal whether a sex offender is a “sexually violent predator.” As it currently
exists, NSOR is a system for noting on an offender’s criminal history record in the
FBI's records system if he or she is a convicted sex offender required to register in
some State. A person accessing the record can contact the State for more detailed
information. [f a State uses the “sexually violent predator” classification, the State
registry may reveal whether a sex offender has been determined to be a sexually
violent predator.

Finally, there already are procedures for housing agencies to obtain criminal
history record information on housing applications from the FBI. The agencies can
use the existing procedures to determine whether an applicant is a convicted sex
offender, and then contact the state for additional information.

| look forward to contributing to the constructive resolution of these issues.
As always, please call upon me and the HUD staff for any assistance we can
provide.

Sincerely,

Andrew Cuomo
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1998 Public Housing Reform Bills
Letter to the Conferees
Dear Conferee:

I am writing to make you aware of the Administration's views on the public housing reform
legislation you are now considering in the conference to reconcile S. 462 and H.R. 2. These bills
propose major changes in the public housing and tenant-based Section 8 programs. Over several
years now, both the Congress and the Administration have put a great deal of thought and hard work
into the pursuit of sound reform legislation. As you move ahead in the conference, I look forward
to our continued collaboration, so that important and long-overdue reforms may finally be enacted
and implemented.

INTRODUCTION

The Administration strongly supports the goals of S. 462 and H.R. 2 -- to streamline and
reorganize the Nation's public housing system in a manner which will benefit public housing
residents, facilitate the efficient use of Federal resources, and increase accountability to the public.
The Administration also appreciates the willingness of both the House and Senate to draw upon
management reform and other provisions in the Administration's bill -- the Public Housing
Management Reform Act of 1997. o

However, the Administration fias a nuriber of major concerns about S. 462 and H.R. 2 which,
among other things, require the Conferees to take the following actions:

. Provide more targeting of scarce housing assistance to thie neediest faiilies;

. Delete the H.R. 2 provision allowing "fungibility" to meet income targeting requirements;
4 Delete or address the serious flaws in H.R. 2's "Home Rule Flexible Grant Option";

hd Delete the self-sufficiency agreements and the community work provisions in H.R. 2;

. Delete the Housing Evaluation and Accreditation Board created by H.R. 2;

° Further streamline "PHA Plan" requirements; allow small PHAS to usc operating and capital
funds interchangeably; delete provisions constraining flexibility in the operating subsidy
formula; and make the Drug Elimination Program a formula-based program;

L) Delete the 8. 462 provision authorizing PHAs to obtain medical information about applicants
for housing assistance; and
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L Delete the provisions of both bills allowirig PHAs to set the payment standard in the tenant-
based Section 8 program higher than the Fair Market Rent established by HUD!

SUMMARY OF THE BILLS

The Senate and House bills make permanent a number of critical reforms that the
Administration and the Congress have been able to achieve only through year-to-year provisions in
appropriations legislation. Elements of the Senate and House bills would promote the continuation
and strengthening of the transformation of the public housing and Section 8 programs already
underway, including: (1) replacing the worst public housing with scattered-site and townhouse
developments and with portable tenant-based assistance, whieh-is-achieved through extending the
HOPE VI program, permanently repealing the one-for-one replacement requirement, and facilitating
demolition of obsolete developments and conversion to tenant-based assistance or appropriate site
revitalization; (2) turning around troubled PHAs through the use of various tools, including
mandatory receiverships for chronically troubled PHAs and enhanced powers afforded to HUD and
court-appointed receivers upon takeover; (3) promoting public housing communities with a greater
income diversity and allowing PHAs to implement rent policies that encourage and reward work,
and are coordinated with welfare reform; (4) demanding greater household responsibility as a
condition of housing assistance through more vigorous screening, eviction or subsidy termination,
and lease enforcement provisions; and (5) implementation of several of the Administration's key
management reforms. Important provisions for management reform include program consolidation
and streamlining, deregulation of well-managed PHAs and small PHAs, increased reliance on
physical conditions in assessing PHA performance and more certain treatment of the most troubled
PHAs.

DESCRIPTION OF ADMINISTRATION CONCERNS

As [ am sure you are aware from my testimony last year and from other discussions in recent
months, however, the Administration has a number of major concerns about particular provisions
of both bills. Despite its support for the general goals of both bills, the Administration believes that
certain provisions go farther than is necessary to make the reforms that are needed. Instead of
making only reforms, some provisions -- particularly on income targeting -- would move the
program too far away from fundamental, prudent national standards and appropriate federal
oversight. Nevertheless, the Administration is hopeful that our concerns can and will be addressed
in the Conference, clearing the way to enactment of sound public housing and Section 8 reform
legislation.

The Administration's most important concerns about the bills are described below.



L MAJOR CONCERNS

A, INADEQUATE TARGETING OF HOUSING ASSISTANCE TO THOSE
FAMILIES MOST IN NEED

1. Income Targeting in Public Housing

The Administration believes that the income targeting provisions of both bills must be
tightened to direct more housing assistance to families with the most pressing housing needs. In
particular, the Administration strongly opposes the House "fungibility” provision, which could
mean that PHAs in some cities would not have to offer any public housing units to extremely low-
income families. The Administration supports the Senate requirement that 40% of available
public housing units go to extremely low-income families; however, the Administration also
advocates increasing — from 70% (as in the Senate bill) to 90% - the ratio of newly available
units that must be offered to families with income levels no higher than 60% of median (which
is approximately $22,600 nationally). The Administration also seeks a requirement that at least
40% of the units in each public housing development be occupied by families with incomes below
30% of area median income. This will ensure that the poorest families have housing
opportunities at all developments, including those that may be most marketable to relatively
higher income families.

The Administration believes that the income targeting provisions of both bills -- especially
the House's "fungibility" provision -- go much farther than is necessary to serve working families
and achieve a more diverse income mix in public housing. It is essential to the social and financial
health of public housing communities that more working families are admitted to public housing.
Today, the median family income in public housing is only $6,940 per year -- just 21% of median
income nationally. By contrast, both bills would open up too many public housing units to families
at the upper end of the eligibility range -- families with incomes of up to 80% of the area median
income, or approximately $40,000 in the ten largest metropolitan areas.

The Administration does not oppose admitting a small number of families at that income
level. However, the Administration believes that mixed-income communities that serve working
families can be attained without going as far as the House and Senate bills. This can be done by
ensuring that at least 40% of admissions are reserved for families with incomes up to 30% of median
(approximately $11,300) and that 90% of admissions are families with incomes at or below 60% of
the area median (approximately $22,600). In comparison, 60% of median income is the absolute
upper cap for the HOME and low-income housing tax credit programs. In addition, the
Administration urges the Conferees to adopt language that would require PHAs to maintain
occupancy of at least a certain percentage of units in each public housing development by extremely
low-income families.

Not only are the income targeting percentages inadequate, but the House bill's fungibility
provision could undermine even that level of targeting which the bill proposes. This provision
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would allow a PHA to admit even fewer very poor families to public housing if the PHA gave more
of its Section 8 certificates to such families than the minimal number which the bill requires. The
result almost certainly would be that some PHAs would not have to offer any public housing units
to families -- including many working families -- whose incomes are below 30% of the area median
income. The Administration finds such a possibility to be unacceptable.

The Administration proposed its income targeting for public housing with the understanding
that the achlevement of a more diverse income mix necessarily would result in reduced access for

those with the lowest incomes. Partly in recognition of this problem, the Administration each year .

has proposed that Congress provide substantial additional vouchers. Congress should recognize that
these proposals are linked and that the loosening of public housing income targeting needs to be
done in conjunction with the provision of additional vouchers.

With respect to income targeting by development, that concept already is part of current faw.
The Administration proposal is a moderate proposal to ensure continuing access to all developments
by all eligible income groups.

2. Income Targeting in the Tenant-Based Section 8 Rental Assistance
Program

The Administration is opposed to the provisions of both bills on income targeting for the
tenant-based Section 8 program. Instead, the Administration believes that 75% of tenant-based
assistance which becomes available each year should be targeted to the very poor — families with
incomes at or below 30% of median income (approximately $11,300) — and that the remainder
of such assistance generally should go to families with incomes no greater than 50% of median,
as under current law.

"Both bills unnecessarily reduce the portion of Section 8 tenant-based assistance that would
go to families with severe housing needs. Current law generally limits eligibility for tenant-based
assistance to very low-income families with incomes below 50% of the area median income.
Moreover, federal preferences, which applied to 90% of new Section 8 recipients prior to FY 1996
as opposed to only 50% of new public housing residents, have served to further target assistance to
extremely low income families. The median income of Section 8 certificate holders is now
approximately $7,550.

In contrast, H.R. 2 would require oniy that 40% of all Section 8 tenant-based assistance go
to extremely low-income families -- the income range which the program has primarily served in
the past. Relatively higher income families, with incomes up to 80% of median income, would
become eligible to receive such assistance. S. 462 is not as extreme as the House bill, but would still
require only that 65% of all tenant-based assistance go to families with the most severe housing
needs and that 90% go to families with incomes under 60% of median.



The Administration contends that scarce federal rental subsidies for use in the private market
must be targeted to families with the lowest incomes, for the following reasons: 1) 5.3 million very
low-income renters now have "worst-case housing needs", defined as paying more than 50% of their
income toward rent or living in substandard housing units, and these families are concentrated at the
lowest income levels (below 30% of the area median income}; 2) relatively few of the families with
incomes in the upper ranges allowed under both bills who would become eligible for admission to
the Section 8 program (including 17.5 million unassisted renters) have serious unmet housing needs;
3) federal preferences are being repealed; 4) both the Senate and House bills propose opening up
public housing admissions to families with relatively higher incomes to promote mixed-income
communities, which means fewer units will be available for extremely poor families; and 5) tenant-
based rental assistance integrates families with low incomes into private, mixed-income housing of
their choice and does not suffer from the severe income concentration problems of project-based
programs.

The Administration also sees no reason to expand tenant- based program eligibility limits so
that these scarce housing resources can be provided to households with incomes at §0% of the
median -- approximately $40,000 for families in the ten largest metropolitan areas -- who are better
able to afford private market housing without any subsidy. This income level, which is equivalent
to 250% of the poverty line, exceeds the income limits for virtually all other federal means-tested
programs.

B. HOME RULE FLEXIBLE GRANT OPTION

The Administration strongly opposes the Home Rule Flexible Grant Option in H.R. 2,
which could transfer public housing funds from a PHA to a city government regardless of the
city's ability or experience in administering housing programs. Instead, the Administration
believes that implementation of the current Moving-to-Work demonstration will provide sufficient
opportunity to explore innovative local approaches in the public housing and Section 8 programs.

The Administration has taken bold action to deal with chronically troubled PHAs and to
demolish and replace the worst public housing. However, that is not what the House provision is
about. The House provision would allow a city government, regardless of its motives or its track
record in administering housing programs, to take over or replace even a high-performing housing
authority. Some of the most intractable management problems in recent years have occurred in
several chronically troubled PHAs that have been operated as part of city government.

The provision also inexplicably provides cities that would administer publlic housing more
regulatory flexibility than PHAs (e.g., to charge rents exceeding Brooke amendment requirements).
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There is no reason to link additional regulatory flexibility with the choice of the entity to administer
public housing.

If the goal of this provision is to address serious management problems in public housing,
one would expect it to be crafted as an alternative intervention strategy with respect to troubled
PHAs. The provision instead would be appl_icaBlé to all PHAS irrespective of the demonstrated
quality of their management.

Instead, the Administration supports continued implementation of the Moving to Work
demonstration authorized by the FY 1996 appropriations act. That demonstration program allows
up to thirty PHAs to design and test innovative ways to provide housing assistance and to link
families to work, through merging funding streams and testing new rent structures while retaining
reasonable income targeting. HUD has selected PHAs with diverse and potentially far-reaching
proposals. The demonstration is large enough to allow substantial experimentation, yet small
enough to permit a rigorous evaluation of program success and replicability.

C. COMMUNITY WORK AND SELF-SUFFICIENCY REQUIREMENTS

The Administration opposes the self-sufficiency agreements and the community work
provisions in the House bill. Instead, the Administration believes that provisions emphasizing
collaboration between PHAs and local welfare agencies are a better and more productive
approach to addressing welfare reform and self-sufficiency issues. For example, the
Administration supports the provisions in both bills which require PHAs to describe in their
annual plans the ways in which they propose coordination with other local and state welfare and
service agencies, and assure that households who violate welfare program self-sufficiency rules
are not rewarded with subsidized housing rent decreases. The Administration also supports
provisions in both bills permitting PHASs to set public housing rents "up to" 30% of a_family's
adjusted income, which allows for rent structures that do not penalize increases in earned income,
Further, the Administration supports authorization of additional Section 8 certificates for use
with local collaboratives in welfare-to-work initiatives.

The Administration believes that public housing and Section 8 residents must assume certain
responsibilities in return for the benefits of their housing assistance. To this end, the Administration
supports many reforms in both the House and Senate bills which place a premium on resident self-
sufficiency and on linking the PHA with existing providers of services. Additionally, the
Administration supports provisions in both bills to toughen screening, lease enforcement, and
eviction, and subsidy termination requirements.

However, the Administration opposes the House bill's mandatory self-sufficiency contracts.
This sweeping new requirement would fundamentally change the public housing and Section 8
programs and would impose inordinate and costly burdens on 3,400 local PHAs whose budgets and
administrative capacities already have been stretched. A far more efficient and effective approach
is to encourage partnerships between PHAs and State and local welfare agencies that promote self-
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sufficiency through initiatives such as the authorization of "Welfare to Work" certificates, as
proposed in the Administration's bill.

The Administration also opposes significant aspects of the community work provisions
included in the House bill. The Administration's bill includes a community service provision
because the Administration believes it is reasonable to ask each recipient of public housing or tenant-
based assistance to be engaged in some activity which benefits the community as a whole, which
includes working, attending school, or otherwise preparing for work. However, the Administration's
bill provides for much more reasonable exemptions than the House bill and would not authorize
eviction as an enforcement tool.

D. MANAGEMENT REFORM
1. Federal Oversight

The Administration supports several of the bills’ revisions to the PHMA P system and
would support the establishment of a performance evaluation board or other task force to review
various performance evaluation systems and determine the need, if any, for an outside
accreditation entity. The Administration also supports the House and Senate bill provisions
which give HUD or a receiver enhanced powers for dealing with troubled PHAs; require the
takeover of severely troubled PHAs that fail to improve promptly; and require the obligation and
expenditure of capital funds within certain time frames (which the Administration believes should
be extended to the HOPE VI program). The Administration does not support the Accreditation
Board created by the House bill.

The Administration believes that it is critical to have an assessment tool which accurately
measures PHA performance and is consistent with the Administration's management reform plan
for HUD. In the short run, this requires making modifications to the current performance
measurement system -- the Public Housing Management Assessment Program (PHMAP). In
particular, the Administration supports the bills' provision adding a PHMAP indicator assessing the
extent to which a PHA is providing acceptable basic housing conditions and the House provision
making acceptable basic housing conditions a precondition for a PHA to get a passing grade in the
assessment system. This will support HUD's efforts to make PHMAP more objectively verifiable
and reflective of the conditions under which public housing residents are living.

The Administration, however, strongly opposes the House bill's "Accreditation Board", a new
federal agency which would create an accreditation program for all public housing agencies and
other providers of federally assisted housing. This proposal, written prior to the A dministration's
management reform efforts, runs directly counter to the Administration's plan for improving and
streamlining Federal oversight of the public housing program. It would not reduce, but instead would
redistribute and probably increase, the Federal bureaucracy. Moreover, the proposal would appear
to divorce Federal oversight and auditing responsibilities which would be given to the Accreditation
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Board, from HUD's ongoing obligation to provide Federal funds to PHAs. This would make it more
difficult for HUD to hold PHAs accountable.

Instead of the House bill's Accreditation Board, an entity_such as the Administration's
proposed Performance Evaluation Board should be given the opportunity to review and make
recommendations on various approaches to Federal oversight and assessment of PHAs, including
accreditation. Finally, the Justice Department advises that the proposed means of appointing the
Accreditation Board would unduly restrict the President and thus violate the Appointments Clause
of the Constitution.

The Administration already has taken the most aggressive actions in HUD's history against
chronically troubled PHAs, including direct takeovers and support for judicial receiverships. In this
regard, the Administration supports the Senate bill's provisions giving HUD enhanced powers to deal
with troubled PHAs (which are the same provisions as in the Administration's bill). Those
provisions require HUD to take certain actions against any PHA that is still troubled after one year
(including mandatory receivership for any large PHA). After further consideration, the
Administration believes that this provision should be modified to give a troubled PHA one additional
year before HUD will take action if that PHA has made progress in the first year that is equal to at
least half the difference between its PHMAP score and the score necessary to be a "standard"
performer.

In addition, the Administration supports the Senate bill provision requiring PHAs to obligate
capital funds within 24 months. It is critical in these times of fiscal restraint to ensure that
appropriated funds are used promptly for their intended purposes. Further, the Administration urges
the Conferees to adopt two additional provisions from the Administration's bill: (1) requiring PHAs
to spend capital funds within 48 months (in addition to obligating such funds within 24 months); and
(2) applying specific time frames to the HOPE VI program, such that a PHA would have to sign a
primary construction contract within 18 months of executing the grant agreement, and would have
to complete construction within 4 years from the grant agreement.

2. Consolidation and Streamlining

The Administration urges the Conferees to further streamline PHA plan requirements as
in the Administration's bill. In addition, the Administration supports the House provision
allowing small PHAS to use operating and capital funds interchangeably. The Adniinistration
also advocates the deletion of provisions constraining flexibility in the operating subsidy formula.
Further, the Administration urges the Conferees to convert the Drug Elimination Program into
a formula-based program, and to merge the TOP and EDSS programs.

The Administration supports and recognizes the benefits of consolidating PHA planning and
reporting requirements into a single annual plan, as provided in both the Senate and House bills.
However, the Administration is concerned that the scope of the annual plans be consistent with HUD
efforts to streamline PHA and HUD administration of the public housing and Section 8 programs.
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The Administration strongly urges the Conferees to consider limiting the number and scope of plan
elements as described in the Administration's bill. Conferees also should adopt the Senate provision
permitting HUD by regulation to provide that elements of the PHA plan other than the capital plan
and civil rights shall be reviewed only if challenged.

The Administration also supports the House provision allowing small PHAs (less than 250
units) to use operating and capital funds fungibly, as provided in the House bill, because the formula
allocation of capital funds to such PHAs would be small and the additional flexibility would simplify
PHA operations and HUD administration. However, the Administration opposes the provision of
the House bill giving governors new responsibility to allocate half of such funds.

In addition, the Administration supports the language in both bills authorizing HUD to
renegotlate the formula for allocatmg public housmg operatmg sub51d1es to PHAs The current
is simpler and more equitable, and that prov1des better incentives for sound, cost-effective public
housmg management However, HUD opposes the House provisions defining treatment of vacant
units, utility rates, and rental income. These provisions may hamstring and substantially complicate
the future formula and should be left to rulemaking (which will be negotiated rulemaking under the
Houise and Senate blHS) The extent to which PHAs may retain increases in rental income, in
partlcular should be left to rulemaking because: (1) rental income is increasing substantially
throughout the program, for reasons that may be unrelated to PHA administration of the program;
and (2) such retention creates a strong financial incentive for PHAs not to serve the poorest
households. The House §204(d) interim allocation provisions also are unnecessary.

Inadditten Further, the Administration urges the Conferees to convert the Public Housing
Drug Elimination Program from a competitive to a formula-based program, to provide predictable
funding for PHAs and reduce the administrative burden on both HUD and PHAs of annual
competitions. The Administration also advocates permanent authorization of the supportive service
(EDDSS) program and a merger of EDSS and the Tenant Opportunities Program (TOP), as provided
in the Administration's bill.

E. OCCUPANCY STANDARDS

The Administration opposes the House bill's provision on occupancy standards because
it would reduce protections currently afforded to families with children under the Fair Housing
Act.

The House provision on occupancy standards would invite state adoption of absolute
occupancy standards regardless of the facts of a particular situation, or the existence of any health
or safety justifications. Enactment of this provision could result, for example, in a State allowing
a housing provider to refuse to rent a 2-bedroom unit to a family with three children, even if: 1) the
bedrooms were unusually large; 2) one of the children was an infant; or 3} a den could reasonably
be used as a bedroom. This could contribute to the shortage of affordable housing large enough for
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families. HUD's current occupancy standard, which conforms to Congress's direction in the FY 1996
HUD Appropriation Act, appropriately requires HUD to determine, on a case by case basis, whether
a standard is legal under the Fair Housing Act, based upon a variety of circumstances.

F. RESIDENT EMPOWERMENT

The Administration strongly supports provisions in both bills, and retention of certain
elements of current law, which empower residents, ensure that residents are given the opportunity
to participate in decisions affecting their lives, and protect residents from unwarranted intrusions.

In the Administration's view, the final bill must include, at least, the following:

] The Senate bill's authorization of the supportive
services funding originally authorized in the FY 1996
appropriation (the EDSS program), which should include
elements of the Tenant Opportunity Program as proposed in the Administration's
bill;

L] Resident membership requirements on the public housing
board, as provided in both bills, and the House bill's required plan review period for
affected residents;

L The Senate bill's provisions protecting residents' rights to  adequate notice and
consultation and ensuring adequate relocation assistance in the demolition and
disposition process; and

] Retention of current law provisions on: (1) lease and grievance procedures (as
opposed to the House repeal}; and (2) notice of lease termination (as opposed to the
House bill's preemption of any minimum notice requirements provided under State
law).

G. ACCESS TO MEDICAL RECORDS

The Administration strongly opposes the provision in the Senate bill that would authorize
PHAs to obtain medical information about applicants for hrousing assistance.

This provision could increase the potential that important antidiscrimination protections of
Federal fair housing laws could be violated and could discourage persons with drug problems from
seeking treatment. The Administration shares the Senate's desire to ensure safety and security in
public housing, and has proposed and implemented tough new policies, such as "One Strike and
You’re Out", to achieve that goal. However, the Administration believes that the Senate’s medical
records provision goes too far, weakening other important legal protections and compromising
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efforts to encourage people with drug abuse problems to enter appropriate and effective treatment
programs. The Administration is concerned that this provision could have negative consequences
for individuals who have received treatment and are attempting to rebuild their lives.

H. PAYMENT STANDARD

The Administration opposes the provisions of both bills allowing PHAs to set the payment
standard in the tenant-based Section 8 program at levels higher than the Fair Market Rent
established by HUD.,

The Administration believes that the Payment Standard should be set at no higher than the
Fair Market Rent (FMR) or a HUD-approved exception rent up to 120% of FMR. H.R. 2 would
permit PHAS to establish payment standards of 80% to 120% of FMR. The Senate bill would allow
PHAs s to establish payment standards of 90% to 110% of FMR, though PHAs may establish higher
or lower payment standards with HUD approval.

The higher the payment standard, the greater the subsidy to each assisted household.
Consequently, fewer eligible families would receive housing assistance. The pressures on PHAs to
help the currently assisted at the expense of the unassisted are very high, and work against national
goals of helping more families in need. In addition, a higher payment standard would encourage a
greater number of relatively higher-income and less needy families to apply for housing assistance,
further reducing the amount of housing assistance available to the poorest families with the most
severe housing needs.

IL OTHER CONCERNS
A. REPEAL OF THE U.S. HOUSING ACT OF 1937

The Administration urges Congress to find another means of signaling dramatic program
reform.

The Admmlstratlon sees no compellmg 0perat10nal reason to repeal the 1937 Act Geﬁgress

at-p : 2 : #—The new Iaw can be crafted S0 that it
clearly calls for sweeping reform of the pubhc housmg and tenant-based assistance programs,
without including the compllcatlons of repealmg the 1937 Act.

There are also practical concerns regarding repeal. At the request of the House Banking
Committee in the previous legislative session, the Administration conducted an extensive review of
the implications of the proposed repeal of the U.S. Housing Act of 1937. HUD determined that there
are, at a minimum, over 500 references to the 1937 Act in other statutes, located both within and
outside of the jurisdiction of the Congressional Banking Committees. Additionally, the
Administration identified a series of issues which the Conferees should address if the repeal is
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accepted in the Conference. Moreover, coupling the 1937 Act repeal with a ban on new regulations
prior to the effective date of the law, as provided in the House bill, would inhibit the ability of the
Administration to ensure that the new law is carried out uniformly and with adequate guidance.

B. RENT LEVELS
1. Flat Rents

The Administration does not see the need for the House bill provision giving public
housing residents the choice of paying an income-based rent or a flat rent based on the market
value of their units.

This provision would be administratively burdensome to the In-addition-to-the-administrative
burderon 3,400 PHAs who will have ef-having to determine the market value of well over one
million public housing units, including units in elderly housing developments. the-restlt-of-the

: 4oiwy ; ; wer—H In addition, if the
goal is to encourage residents to increase their incomes or to encourage relatively higher-income
families to move into or remain in public housing, then the same thing can be accomplished by
implementing a program of rent incentives, including earned income disregards and ceiling rents.
Both bills allow PHAS to adopt innovative rent policies by permitting rents "up to" 30% of adjusted
income (as opposed to current law, which requires rents to be set "at" 30% of adjusted income).

2. Minimum Rents

The Administration opposes the minimum rent provisions in the bills, particularly the
authority in the House bill to set a minimum up to fifty dollars. Instead, the Administration
supports a minimum rent requirement of $25 per month, with an exemption for hardship
categories to be determined by the Secretary or the PHA.

The Administration generally agrees with the concept that every family receiving housing
assistance should make at least some rental payment. However, the Administration believes such
a minimum rent should not exceed $25 per month, an amount which is sufficient to make the
symbolic point that all residents should contribute something to maintenance of their development
without imposing an undue burden on the very poorest families. Thus, the Administration opposes
the House provision allowing PHAs to charge a minimum rent of up to $50 per month. Further, the
Administration believes that the Secretary of HUD must have the authority to establish hardship
exemptions for certain types of cases -- for example, for those families awaiting public benefit
eligibility determinations.

C. HOME AND CDBG INCOME TARGETING
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The Administration opposes the House bill's unnecessarily loosened income targeting in
both the CDBG and HOME programs.

This proposal would immediately raise the income limit in thirty-seven relatively higher
income metropolitan areas. For example, in one community, the income limit for a four person
family would exceed $71,000 (Stamford, Connecticut). By allowing families with incomes even
above moderate income ranges to benefit from these programs, these changes would eviscerate the
requirement that those programs substantially benefit low and moderate income households.

D. DISCRETION TO SETT.LE LAWSUITS

The Administration opposes the House bill's provision which requires the Secretary of
HUD to consult all adjacent local governments, when settling any lawsuit involving HUD, a PHA,
and a local government.

This provision is an unnecessary intrusion into the federal government’s ability to manage
its affairs. Moreover, the Justice Department represents HUD in settling lawsuits. It would be
unwise to require the Secretary of HUD to engage in particular consultations that may conflict with
or duplicate the efforts of the Justice Department. At a minimum, this provision could be extremely
costly for the Federal government, since it will hinder the ability to settle lawsuits in a timely and
cost-effective manner. Finally, the provision is overly broad, since it would require such
consultation for all matters, whether trivial or substantial.

E. CDBG SANCTION

The Administration opposes the House bill's CDBG sanction against local governments
contributing to the troubled status of a PHA.

H.R. 2 provides that the Secretary may withhold or redirect the CDBG funds of any local
government whose actions or inactions have substantially contributed to the troubled status of a
PHA.

t - Current law, coupled with new sanctions
included in both Fhe bills gives HUD a number of other sanctions to deal with troubled PHAs,
including receivership. The proposed CDBG sanction could lead to substantial charges,
countercharges, and litigation, without resulting in the improvement of troubled PHAs.

F. AVAILABILITY OF CRIMINAL CONVICTION RECORDS
The Administration opposes the apparent requirement in the House bill that private

owners of federally assisted housing be provided with information regarding criminal conviction
records of adult applicants or tenants of that housing.
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The Administration opposes allowing any private citizens or entities, including the private
owners of federally assisted housing, to obtain criminal record information about other individuals.
The provision of such sensitive information to private individuals and entities raises significant
privacy concerns. The Administration will work with Congress to identify other means of bolstering
security efforts in privately owned, federally assisted housing.

G. DESIGNATED HOUSING

The Administration opposes the changes H.R. 2 makes to current law requirements for
designation of housing for elderly persons or persons with disabilities. These changes would
weaken current law provisions requiring PHAs to consider the housing needs of persons with
disabilities, and would not allow an adequate time period for proper review of designated housing
plans.

Under current law, a PHA's plan to designate housing must meet two requirements. First,
the plan must be "necessary to meet the jurisdiction's Comprehensive Housing Affordability
Strategy, "and" the plan must be "necessary to meet the low-income housing needs of the
jurisdiction." Under H.R. 2, a PHA would need to meet only one of these two prongs, showing that
a designation plan is necessary to meet gither the CHAS "or" the low income housing needs of the

jurisdiction.

These changes are not necessary and are likely to have a detrimental impact on access to
housing for persons with disabilities. The current statutory framework is working effectively. HUD
has been successful in helping PHAs designate thousands of units for elderly persons, while
preserving housing access for persons with disabilities in those communities.

Allowing a PHA to rely solely on a CHAS, as H.R. 2 proposes, may lead to designations
which are inconsistent with the housing needs of persons served by the PHA. The CHAS is written
based upon Consolidated Plan regulations that are tailored to community planning and development
programs and that do not require communities to assess the housing needs of persons with
disabilities in general. Rather, they refer specifically only to persons with disabilities who require
service-connected or accessible housing. The vast majority of persons with disabilities who apply
to llve in pubhc housmg are merely low—mcome individuals who also have dlsabllltles They are

In addition, the submission and review of designated housing plans should not be
incorporated into the PHA's "local housing management plan", as under the House bill. The
Administration believes that, since they involve significant decisions that could permanently limit
access to important housing resources for some low-income people, designated housing plans should
be considered separately from the many other administrative and management issues that are
addressed in the local housing management plan.
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H. TOTAL DEVELOPMENT COSTS

The Administration urges the Conferees fto include language reflecting the
Administration's proposal on total development costs.

The Conference staffs have been provided with HUD's proposal on total development costs.
The proposal would assure that capital costs allowed for HOPE VI and other public housing
development will produce sound and durable, but modest, housing that fits into the community. It
would also assure that the costs of community development and supportive service activities are not
confused with the costs of housing construction. HUD urges the Conferees to include statutory
language that reflects this proposal.

A VOLUNTEER SERVICES

The Administration urges the Conferees to take this opportunity to revise the volunteer
exception to the Davis-Bacon Act to conform fo the language of the Community Improvement
Volunteer Act of 1 994

There is no policy reason to continue the differences in the definitions of volunteer
exemptions. The Administration included the necessary language in its public housing bill (H.R.
1447, Section 121). Any volunteer provisions regarding resident management corporations also
need to be consistent with this deﬁnltlon

I SEXUALLY VIOLENT PREDATORS

[Awaiting DOJ rewrite.]

[ look forward to contributing to the constructive resolution of these issues. As always,
please call upon me and the HUD staff for any assistance we can provide.

Sincerely,

Andrew Cuomo
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Lotter to the Conferees .. AR et ? Doawdd
Dear Conferae: AYSN ’P\-Wﬂ““\ a uane

o Lhve wﬂa? . Efjeme—

I am writing to make you aware of the Administration’'s viewe
on the puklic housing refeorm legislation you are nuow considering
in the conference to xaconcile §. 462 and H.R. 2., Thase bills
propose major changes in the public housing and tenant-basad
Section 8 programs., Ovexr several years now, both the Congress and
the Administration have put a great @eal of thought and hard work
inte the pursuit of sound reform legislation. As you move ahead in
the conterence, I look forward to our continued collaboration, so
that important and long-overdue reforms may finally be enacted and
implenented.

The Adminisgtration strongly supports the goals of 8. 462 and
H.R. 2 -- to streumline and reorganize the Nation’s public housing
system in & manner which will benefit public housing residents,
facilivate the efficient use ¢f Federal resources, and lncrease
accountability to the public. The Administration also appreciates
the willingness of both the House and Senate to draw upon
management reform and othar provisiocns in the Administration’s bill
-- the Public Housirng Management Reform Act of 1997.

The Senate and ¥ouse bills make permanent a number of critical
raforms that the Administration and the Congress have been able to
achieve only through year-to-year provisions in appropriations
lagislation. Elements of the Senate and House bills would promote
the continuation and strangthening of the transformation of the
public housing and Saction 8 programs already underway, including:
(1) replaning tha worst puhlic haousing with scattersd-site and town
house developments and with portable tenant-based assistance, which
is achieved through extending the HOPE VI program, permanently
repealing the one-for-one replacement requirement, and facilitating
demolition of cbgolete davelopments and converslion to tcnant-baaed
assistance or appropriate site revitalization; (2) turning around
troubled PHAS through the use of various tools, including mandatory
receiverships for chronically troubled PHAs and enhanced powers
afforded to HUD and c¢ourt-appointed receivers upon takeover; (3)
promoting public housing communitias with a greater income
diversity and allowing PHAs to implemant rent policies that
encourage and reward work, and are coordinated with welfare raform;
(4} demanding greaster household responsibility as & ¢oudition of
housing assistance through more vigorous screening, eviection or
subsidy terminatioun, and lease enforcement provisions; and (5)
implemantation of several of the Administration‘s key management
reforms., Importeant puovvislons for management reform include
program consolidation and streamlining, deregulation of well-
manayed PMAS w&nd wmull PHAs, idincreased xysellance on physical

conditions in agsessing PHA performance and more certain treatment
wf e most troubled PHAS. .
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As I oum sSure you are aware from my tcatimony lact yoar and
Erom other discussions in recent months, however, . the
Administration has a number of major concerns about particular
provisions of both bills. Daspite its support for the general
goals ol both Lills, the Administraticn believes that certain
provisions go farther than is necessary to make the reforms that
are needed. © TIostead ol waking only reforms, some provisions -~
particularly on income targeting -- would move the program too far
away from fundamental, prudent national stacstards and appropriate
federal oversight. Nevertheless, the Administration is hopaful
that our concerns can and will bs sddressed in the Cconference,
clearing the way to enactmant of sound public housing and Section
8 reform legislation,

The Administration’s most important concerns about the billg
are described belcow.

I. MAJOR CONCERNE

A. INADEQUATE TARGYTIRG OF HOUSING ASSISTANCE TO THOSR
PAMILTIES MOBST IN NERD

1. Income Targetling in Publlio Housing

The Adninistracion believes that the Jdaocawe targeting
provisions of both bills must be tightensd to direct more housing
agsistance to familiss with the most pressiny housing needs. In
particular, the Adminiatracion setropgly opposes the House
*fungibllity” provisien, which could mean that PRAw in scae citles
would not have to offer any public honsing units to axtramely louwa
inceme families. The Administration supports the Senate
requiremext that 40% of available public housing units go to
extrexmsly low-incame Lamiliew; however, the Administration also
advocates {uoressing -~ from 70% (as in the Senate bill) to 80X -
the ratic of newly avaflahle units that must be offered to familiey
with dincome Jlevels mno higher than §0x of mediap (whioh ig
approximately $22,600 natiocnally). The Administration also seeks
# regquirement that at loawt 0% of the units in eack publio kousing
develcpument be occupied by families with inccmes below 30% of area
modian dncome, This will eppure that the poorest families have
housing opportunities at all developmants, including those that may
be most marketable to zelatively higher income femilies.

The Admindstration believes that the iacome targsting
provisions of both bills -- especlally the House’s "fungibility"”
provision -~ go much farther thun ls necessary Lo secve working
families and achieve a more diverse income mix in public housing.
it 1z essential te the social and financlal neelth of public
housing communities that more working families are admitted to
Puklic housing. Today, the median family income in public housing
is only $6,940 per year -- just 21% of median income nationally.
By contrast, both bills would open up too many public housing units
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to families at the upper cnd of tha eligibility range == familiaes
with incomes of up to 80% of che area median income, or
approximately 540,000 in the ten largcot motropolitan areae.

The Administration does not oppose admitting a smwll number
of families at that income level. However, the Administration
belivves Lhal mixed-income commnicies that serve working families
can be attained without going as far as the House and Senate bills.
This can be doune by casuring that at least 40% of admissions cre
reserved for families with incomes up to 30% of median
(approximately $1J,300) an@ that 90% of admissions are families
with incomes at or below 60% of the arca median {(spproximately
$22,600}. In comparison, 6U% of median income is the absolute
upper cap for the EOME and low-income houaing tax credit programs.
In addition, the Administration vurges the Conferees to adopt
language that would require PHAs to maintaln occupancy of at least
a certain percentage of units in each public housing development by
extremely low-income familiaes.

Not only are the income targeting percentages inadecuate, but
the House bill's fungibility provision could undermine even that
level of targeting which the billl proposes. This provision would
allow a PHA to admit aven fawer very poor families to public
housing if the PHA gave more of its Section 8 certificates to such
families than the minimal numbar which the bill reguiras. The
result almost certainly would be that some PHAg would not have to
offer any public housing units to families =~- including many
working familiea -- whoase incomez are below 30% of the area median
income. The Administration finds such a possibility to be
unacreptable, .

2. Tneeme Targeting in tha Teanant-Basad S{action 8
Reznital Assistance Program

The Adninistration is opposed to the provisions of both bills
or dncome taryeting for the tenant-baged Sention 8§ program.
Instead, the Administration believes that 75% of tenant~-based
asvistbance whiah bevowmss available each year should be targeted tu
the very poor ~-~ families with incomes at or below 30% of median
income {approximately $11,300) -- and that the ramsinder of such
assistance generally should go to families with incames no pgreater
than 30% of median, as undex cusrent law.

Both bills wurnmecessarily reduce the portion of Section 8
tenant-based agsistance that would go to families with severe

housing needs. Current law generzlly limits eligibility £or
tenant-based assistance teo very low-income families with incomes
balow 50% of the area median income, Mozeover, f[ederal

praferances, which applied to 90% of new Section 8 reciplents prior
to FY 1996 as oppoued to only 50% of new publle houwlny residents,

have served to further targat assistance to extremely low income
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families. 'Tha medlian incoma of Becticn € certificate holdera is
now approximately $7,550.

In contragt, H.R. 2 would reqguire only that 40% of all Section
8 tenant-based asslstance go to extremely low-income families --
the income range which the grogram has primarily wserved in the
pasl. Relatdlvely higher lncome famllies, with lovomaes up to 80% ol
median incoma, would become eligible to receive guch azsistance.
S. 462 18 not as extreme a5 the Mouse bill, but would still require
only that 65% of all tenant-based asslstance go to families with
thée most sevare housing heeds and that %90% go to familias with
incames under 60% of median,

The Administration contends that scarce federal rental
subsidies for use in the privata market must be targeted to
families with the lowest incomes, for the following reasons: 1) 5.3
million very low-income renters now have "worst-case housing
neede", dafined as paying more than 50% of their incone toward rent
or living in substandarxd housing units, and these families are
concentrated at the lowest income levels (below 30% of the area
madian incoma); 2) relatively few of the families with incomes in
the upper ranges allowed under both bills who would beacome aligible
for admizsion to the fection 8 program (including 17.5 miliion
unassisted renters) have serious unmet housing neads; 3) federal
prefearences ara being repealed: 4) both the Senate and House bills
proposa openlng up publiec housing admiszions to families with
relatively higher incomes to promote mixed-income communities,
which meansg fawer unitse will be avaiiabla for extremely ponr
familiaes; and 5} tenant-based rental assistance integrates families
with low incomea ints private, mixed-income housing of their choice
and does not suffer from the severe income concentration problems
cf project-based pebgrame. '

The Administration also #6ag no reason to expand tenant- based
program eligibility limits so that these scarce housing resources
can be provided tc householde with incomes at 80% of the mcdian --
approximately $§40,000 for families in the ten largest metropolitan
arcags -~- who oare better able te afford private market housing
without any subsidy. Thigs income level, which is equivalent to
250% of the poverty line, exceeds the lncome limits for vircually
all other federal means-tested programs.

B, HOME RUER FLEXIPLR GRANT OPTION

Yhe Adninistration strongly opposes the Bome Rule Fiexible
Grant Option in H.R. 2, which could trapsfer public housing funds
from a PHA to a alty government regardless of the city’s abliity or
axpearience in adnmipiscering hbousing programs. Instead, the
Admipistration believes that implamentation of the curreat Moviag-
to-Work demonstration will provide surricient opportunicy to
explore imnovative local approaches io the public housing and
Section 8§ prograns.
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The Administration strongly opposes the Home Rule Plaxible
Grant Option in H.K. 2. This provision could completely undermine
the public hovsing program in some lecalities by allowing the city
govermment to supplant the local PHA and capture its funds, with
limlted expluanatlion and no Jjustlfivetion.

The Administcracion has taken bold action to deal with
chronically troubled PHAS and to demolish and replace the worst
public housing. towever, that is not what the House provision is
about. The House provisien would allow a city government,
ragardless or its motives or 1ts track record in administering
housing programs, to take over or replace even a high-perxforming
housing authority. Some of the most intractable management
problems in recent years have occurred in several chronically
troubled PHAs that have been operated as part of city govaernment,

The provision also inexplicably provides cities that would
administer public housing more regulatory flexibility than PHAs
(a.g., to charge rents axceeding Brooke amendment requirements).
There is no reason to link additional regulatory flexibility with
the cholca of the entity to administer public housing.

Instead, the Adwministration suppeorts continued implementation
of the Moving toc Work demonstration authorized by the FY 1996
appropriations act. That demonstration program allows up to thirty
PHAs to design and test innovative wayas to provide housing
aspistance and to link families to work, through merging funding
Atraamp and taating new rant arructuras whila racaining reasorable
income targeting. HUD has selected PHAs with diverse and
potantially far-reaching proposals. The demonstration is large
anough to allow substantial experimentation, yet small enough to
permit a rigorous evaluation of program success and replicability.

C. COHMUIITY WORK AND DELY-SUFFICIENCY ARQUIREMENTS

the Aduninistration opposes thoe self-sufficiency agzoemeats and
the cammunity work provislons in the House bill. 1Instead, the
Administration balieves that provisicras emphasising colleborstiecn
betwsen FPEAs and local welfare agencies are & better and moze
productive approach to addressipng welfare reform and self-
sufficiency iasuas. For example, the Administratiocn supports the
provisione in both bllls which reguire PBAs to describe iIn their
annual plang the vays in which they propose coordination with other
ldocal and state wwlfare and service agencies, and assure that
houssholds who violate welfare program self-sufficiency rules ara
ot rewarded with pubsidised nhousipng rent Jdecronsos. The
Adninistration also supports provisionsg im both bills permitting
PHAS to set public housing rencs *up vo* J0% of a family’s adjusted
income, which allows for zemt stzuctuzes that do not penalize.
inoreases in earned income. Jrurthsr, the Adminigcracion supporcs
authorigation of additiocnal Secticn 8 cextificates for use with
local collaborativen in welfars«to-work imitiatives.

5
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The Adminiscration balieves that public housing and Section
8 residents must assume certaln responsibilities in return for the
benefits of their housing assistance. To this end, the
Adminigtration supports many raforms in both tha Housa and Senate
Lille which place a premium on resident self-sufficiency and on
linking the PHA with axisting providers of services. Additionmally,
Liie Adsialetrabllon supporis provisions in both bills to toughen
Ecreening, lease enforcement, and eviction, and subsidy termination
requiremencs,

However, the Administration opposes the House bill’'s mandatory
self-sufficiency contracts. This sweeping new raquirement would
tundamentally change the public housing and Section ¥ programs and
would impose inordinate and costly burdens on 3,400 local FHAs
whose budgets and administrative capacities already have been
stretched. A far more efficient and effective approach is to
encourage partnerships between PHAs and State and local welfare
agencies that promote self-gufficiency through initiatives such as
the authorization of "Welfare to Work" certificates, as proposed in
the Administration’s bill. :

The Administration also opposes aignificant aspects of the
community work provisions included in the House bill. The
Administration’s bill includes & community service provision
because the Administration believes it is reasonable to agsk each
recipient of public housing or tenant-based ussistance to bhe
engaged in some activity which benefits the community as a whole,
which includes working, attending school., or otherwise preparing
for work. However, the Administration’s bill provides for much
more reasonakle examptions than tha Houge bhill and wonld nnt
authorize sviction as an enforcement tool.

P. MANAGENENY REFORM
1. Podeoral Oversight

The Adninistzution supports several of the bills’ ravigions to
the PRENAP sycster and would suppest the establiphment of =&
performance evaluatiocn board or other task force to review various
porformance avmlustion syssens and debermine the nesd, 1f any, for
an cutside scereditation entity. The Administraties also supports
the House and Senate bill provisicns which give RUD or o recolver
snhanced powers for dealing with troubled PHAS; ragquire thes
takeover of severely troubled PRAs that fail to dmprove rpramptly)
and require the cbligation and expenditure of capital funds wichin
vertain time fraoces (which the Administration belisves sbould be
éxtended o the BOPE VI program). The Administration does not
supporec the Aocreditaction Board created by the Eouse bill,

The Adininistration believes that it is critical to have an
assessment tool which accurately measures PHA performance and is
conslstent with the Administration's management reform plan tor

]
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HUD, 1In cthe short run, thisz requires making modifications to the -
current performance measurement gsystem ~- the Publie Housing
Management Assessmant Program (PHMAP) . In particular, the
Adminiscration supports the bills’ provision adding a PHMAP
indicator uwssessing the extent to which & PHA Is providing
acceptable basic housing conditions. This will support HUD'e
efforts to make PHMAP morae objectively verifiable and reflective
of the conditions under which public housing residents are living.

The Administration, howaver, strongly opposes the Housa bill's
"Accreditation Board", a new fedexal agency which would create an
accreditation program for all public housing agencies and other
providers of federally assisted housing. This proposal runs
directly counter to the Administration’s plan for improving and
straamlIning Federal overslght of the public housing program. It
would not reduce, but instead would redistribute and probably
increasa, the Federal bureaucracy. Moreover, the proposal would
appear to divorce Federal oversight and auditing responsibilities
which would be given to the Accreditation Board, from HUD’s ongoing
cbligation to provide Federal funds to PHAs. This would make it
more difficult for HUD to hold PHAs accountabla.

Instead of the Housze bill's Accreditation Board, an entity
such as the Adminlatration’s proposed Performance BEvaluation Board
should be given the opportunity to review and make recommendations
on various approaches to Federal oversight and assessment of PHAx,
including accreditation.

The Administration already has taken the most aggressive
actions in HUD'a history against chronically troubled PHAs,
including direct takeovers and support for judicial receiverships.
In this regard, the Administration supports the Sonate bill's
provisions giving HUD enhanced powers to deal with troubled PHAs
(which arae the game provisions as in the Adminietration’e bill).
Those provisions require HUD to take certain actions against any
FHA that ie satill troubled after one ycar (inoluding mandatory
receivership for any large PHA). After further consideration, the
Adminigtration believea that this provision should be modified to
give a troubled PHA one additional vear before HUD will take action
if that PIIA hes made progzress in the first year that is agual to at
least half the difference between its PHMAP score and the score
necessary Lo be a2 "astandard" performer.

In addition, the Adululstratlon supports the Senate bill
provision requiring PHAS to obligate capital funds within 24
months. Tt is critical in these times of fimcal restraint to
ensure that appropriated funds are used promptly for their intended
purposes. rurther, the Administration urges the Conferees to adopt
two additional provisions from the Administration’s bill; (1)
requiring PHAsS T spend capltal funds within 48 monchs (in addition
to obligating such funds within 24 months); and (2) applying
specific time frames to the HOPE V. program, such that a PHA would

I
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have to sign a primary construction contyxact within 18 motuilhs of
executing the g¢rant agreemant, and would have to complete
construction within 4 yeaars from the grant agreemeal.

2. Consolidatlon and Strowxlinling

The Adwinletration uzges the Conferves to furcther screamlipe
FHA plan xeQuirements as in the Adninistration’s biil. In
addition, the Aduinisctration supports the Eouse provision allowing
small PHAs to use operating and capital funds interchangeably.
Further, the Adminiscration urges the Conferess to convert the Drug
Zlimination Program into a formula-based program, and to mezrge the
0P and EDSS programeg.

The Administration supports and recognizes the benefiits of
consoclidating PHA planning and reporting reagquiremants intoe & single
annual plan, as provided in both the Senate and Houss bills,
However, the Administration is concerned that the scops of the
annual plans ba consistent with HUD efforts to streamline PHA and
HUD administration of the public housing and Section 8 programs.
The Administration strongly urges the Conferees to consider
limiting the number and scope of plan elements as dascribed in the
AMnministration’s bill. Conferess also should adopt the Sanate
provision permitting HUD by regulation to provide that elements of
the 2HA plan other than the capital plan and c¢ivil rights shall be
reviewed only 1f challenged.

The Administration also supports tha Housm provizion allewing
small PHAs (less than 250 units) to use operating and capital funds
fungibly. as providad in tha ¥Yousa bhill, hecauze the formula
allocation of capital funds to such PHAs would be small and the
additional flexibility would eimplify DPHAR operations and HUD
administration. However, the Administration opposes the provision
of the House bill giving governors new respondibility to allocate
half of such funds.

In addition, the Administration urges the Confereas to convert
the Public Housing Prug Elimination Program from a competitive to
& formula-based program, to provide predictable funding for PHAs
and roducce the administrative burden on both HUD and PHAs of
annual competitions., The Administration also adveocates permanent
authorization of the supportive sexvice (RDSS) program and a Reryar

of EDSS and the Tenant Opportunities Program (TOP), as provided in
the Administration’'s BHill.

E. OCCUPANCY STANDAXDS
The Administration opposes the House bill‘’s provision on

occupancy standsrds because it would reduce protecticus currently
afforded to fomilies with ohildren under the rair meusiny acc,
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The Housa provision on occupancy standards would invite state
adoption of absolute occupancy standards regardless of the facts of
a particular situation, or the existence of any health or salety
justifications. Enactment of this provision could result, for
example, in a State allowing a housing provider te refuse to rent
a 2-bedroom unit to a family with three children, even if: 1) the
bedrooms werw unusyally lazge; 2) one of the children was an
infant; or 3) a den could reascnably be used as a badroom. HUD‘s
current octupancy standard, which conforms to Congress s diraction
in the FY 199¢ HUD Appropriation Act, appropriately requires HUD to
determine, on a ca&se by case basis, whether a standard is legal
under the Fair Houming Act, based upon a variety of circumstances.

¥. RESIDENT RMPOWERMENT

. The Administration strongly supports provisions in both bills,
and retention of cextaln slements of curreut law, which ampower
renidonts, ensure that residents are given the opportunity to
paxticipate in deocisions affecting their 1lives, and protect
residenta from unwazranted intrusions.

In the Adminigtration’s view, the final bill must include, at
least, thea following:

. The Senate bill‘s authorization of the supportive
services funding originally authorized in tha FVY 159§
appropriation (the EDSS program), which should include
elemonts of the Tenant Oppertunity Program as
proposed in the Administration's bill;

. Resident membership requirements on the public housing
hoard, as provided in both billg, and the Housa bill'g
reguired plan review period for affected residents;

. The Senate bill’s provieions protecting residents’ rights
to adequate notice and consultation and ecnsuring
adequate relocation assiastance in the &Gemelition and
disposition procecs; and

. Retontion of current law provisions on: (1) leaze ond
grievance procadures (as opposed to the House repeal);
and (2) notice of lease tarmination (as opposed to the

House bill’'s preamption of any minimum notice
reguirements provided under Stalw law).

G. ACCESS TO MEDICAL RECORDS

The Adwinistration scrongly opposes the provision in che

Senate bill that would authorize PHAS to obtain medical information
abuvul applicants for housing asslstanos,
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This provision could increase the potential that important
ant.idiscrimination protections of Federal fair housing laws could
e vivlated and could discourags persons with diuyg problems £rom
saeking trestment. The Adminiscration shares the Senate’s desire
Lo wanure safely and security in public housing, and has proposed
and implemented tough new policies, such ap "One Sixike and You're
oulr", Lo achleve thst gosl. However, Lhs pduinistration believes
that the Senate’s medical records provision goes too far, weakening
other important legal protections and compromising efforts to
encourage pecple with drug abuse problems to enter appropriate and
etiective treatment programs.

H. PAYMENT STANDARD

The Administration opposes the provisions of both bills
allowing PHEAM to smet the paymant astandard in the tenant-based
Sectlon 8 program at levels higher than the Fair Market Rant
established by BUD. .

The Adninistration believes that the Payment Standard should
be set at no higher than the PFPair Market Rent {(FMR) or a XUD-
approved axception rent up to 120% of FMR. H.R, 2 would permit
FHAs to establish payment standards of 80% to 120% of FMR. The
Senate bill would allow PHAS to establish payment standards of 90%
to 110% of FMR, though PHAs may establish higher or lower payment
standards with HUD approval.

Tha higher the payment utandard, the greater the gubsidy to
each asgistad household. Conseguently, fewer eligible families
wonld receive housing asmintanaa. The pressuras an PHAsR to helpn
the currently assisted at the expense of the unassisted are very
high, and work against national goals of helping mcre families in
need. In addition, & higher payment standard would encourage a
greater number of relatively higher-income and less needy families
te apply for housing assistance, further zeducing the amount of
housing assistance available to the poorest families with the most
cevera houcing needs.

IX. OTHER CONCERME
A. REPEAL OF THS U.S. HOUSING ACY' OF 1937

The AKdministration urges Congress to find ancther meams of
eignulioag dramatic progxmm reform.

The hdministratles sees uo compelliny operalivaal reason Lo
repeal the 1937 Act. Congre=ss and the Administration can find

another, laess divisive, way vo ensure that the legislation clearly
indicates the intent that public housing change dramatically.

There are alsc practlcal concerns regarding repeal. AL the
requast of the House Banking Committee in the previocus legislative

10
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session, the Administration conducted an extensive review of the
implications of the proposed repeal of the U.S. Housing Act of
1537. HUD determined that there are, at a mninimum, over 500
references to the 1937 Act in other statutee, located both within
and out#ide of tha jurisdiction of the Congressional Banking
Committees. Additionally. the Administration identified a series
of iseuen which the Conferees should addzess 1L the repeal is
accepted in the Conferenca. Moreover, coupling the 1937 Act repeal
with a ban on new regulations prior to the effective date of the
law, as provided in the House bill, would inhibit the ability of
the Adminjistration to ensure that the new law is carriad out
uniformly and with adaguate guidance.

B, RENT LBVELS
1. Plat Rents

The Adninistration does not see the nesd for the Eouss bill
provisien giving public housing residents the choice of paying an
incame~based rent or a £lat rent bagesd on the market value of their

In addition te the administrative burdem on 3,400 PHAs of
having to determine the market value of well over one million
public housing units, the result of the House bill‘s Fflat rent
proposal ("Family Choice of Rental Pavment"! would be to give
rasidents the opportunity to make a bad economic choice. That is,
residents could choose to pay a rent based on the flat rent even
when thirey percent of thaeir adjusted income would bhea lower. If the
goal ir t6 ancouvrage rezidents to increase their incomes or to
encourage relatively higher-income families to move into or remain
in puhlir housing, then the game thing can he acromplished hy
implemanting a program of rent incentives, including earned income
diaregards and ceiling ronts. Both bills allow PHA® ta adopt
inmovative rent pelicies by permitting rents "up to" 30% of
adijunted income (as oppopad to current law, which regquires rente
to be set "at" 30% of adjusted income}.

2. Hinimam Rents

The Adaninigtration opposes the minimum rent provisions in the
billo, particulaxly the authority in the RNouse bill to set a
ainimum up to £fifty dcllars. Instead, the Administration supports
a minimum rent regueixrewent of 325 per month, wich an exemption for
hardship categories to be determined Ly the Sevraetary or the PHA.

The Administration generally agrees with the concept that
every famlly recelving housing assistance should meke at least some
rental paymant. Howaver, the Administration bkelleves such a
minimum rent should not exceed $2% per month, &n amount which is
sufficient to make the symbolic point that all residents should
contribute somathing to maintenance of thelr AQevelopment wilthouc

131
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imposing an undue burden on the very poorest familles., Thus, the
Administration cpposes the House provisioen allowing PHAs to charge
& minimum rent of up to €50 per month. Further, thae Adminietration
believes that the Secretary of HUD must have the authority to
establish hardehip exemptions for caertain types of cancwo -- for
example, for those families awalting public benefit eligibility
dueiLerminations. -

C. HOME AND COBG INCOME TARGETING

The Adminisctratien opposes the Houso bill‘’s unnscessarily
loosened income targeting in both the CDBG and ROME programs.

This proposal would immediately raise the income limit in
thirty-saven ralatively higher income metropolitan areas. For
example, in one community, the income limit for a four person
family would exceed $71.000 (Stamford, Commnecticut}. By allowing
families with incomes even above moderate income ranges to benefit
from these programs, thesa changes would eviscerate the requiramsnt
that thosa programe substantially benefit low and moderate income
households.

D. DISCRETION TO HETTLE LAWSUITS

The Administration opposes the Housa bill‘e provision which
requires the Seoretary of BUD te comsult all adfacent local
governments, when msettling any lawgult inovolving HUD, a PHA, and
a leocal government.

This provision is an unnecesgary intrusion into the federal
government's ability to manage its affairs. Moreover. the Justice
Naparrmant rapresents HUD in gettling lawsuits. It would be unwise
to reguire the Secretary of HUD to engage in particular
consultatiens that may conflict with or duplicate tha efforts of
the Justice Department. At a minimum, this provision could be
axtremaly costly for the Federal government, since it will hinder
the ability t¢ settle lawsuits in a timely and cost-effective

manner. Finally, the provicion is overly broad, since it would
regquire such cousultation for all matters, whether trivial or
pubotantial.

3. CPEG SANCTION

*he Administimtion cpposes the House blll’s ¢DBG wancotion

against local goveramerits contributing to the troubled status of a
PHA.

H.R. 2 provides thdal Lhe Secratary may withhold ox redlxect
the CDBG funds of any local government whose actions or inactions
have substantially contrilbuied Lo the Livubled atatus of a PHA,
The proposed CDBG sanction could lead to substantial charges,
countercharges, and 1lilzigation, wilthout sesulbing in the

12
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irmprovement of troubled PlIIAs. The bills give HUD a number o? other
sanctions to deal with troubled PHAs, including receivership.

F. AVAILADILIY¥YY COF CRIMINAL CONVICTION RECORDS

The Administration epposes the apparent requirement in the
Mouge bill that private owpers of federally amaisted Zousing be
provided with information regarding oriminal conviction racords of
adult applicantes or GCenants of taat housing.

The Administration opposes allowing any private citizens or
entitias, including the privats owners of federally aszsisted
housing, to obtain criminal record information about other
individuals, The provision of such sensitivea information to
private individuals and entities raises significant privacy
concerns. The Adninigtration will work with Congress to identify
other means of bolstering security efforts in privately owned,
federally assisted housing.

G. DESIGMATED HOUSING

The Administration opposss the changos H.R. 2 makes to current
law reguiraeranta for designatiom of housing for sldexrly persons or
peraons with digabilities, These changes would weakan cucrrent law
provigsiony requizing PHAs to consider the housing needs of persons
with disabllities, and would pot allow an admguate time pariod for
proper review of dexignated housing yplans.

Under current law, a PHA’s plan to degignate housing must meet
two reaquiremants. Filrst, the plan must be *"necessary to mest the
jurisdiction’s Conprehansive Housing Affordability Strategy, "and*
the plan must be *necessary to meet thoe low-~income housing needs of
the jurisdiction.” Under H.R. 2, a PHA would need to mest only one
of these two prongs, showing that x designation plan ie necassary
to meet either the CHAS "pr®" the low income housing needs of the
Jurisdiction.

These changcs arc not necessery and are likely to have a
detrimental impact on access to housing for persons with
disabilities. The c¢urreant statutery framework 45 working
effectively. HUD has besen successful in helping PHAS designate
thousands of units for elderly persons, while preserving housing
access for parsons with disabllities in those communities.

Allowing a PHA to rely solely on a (CHAS, as H.R. 2 proposes,
mty lead to designations which are inconsistent with the housing
needs of persons sexrved by the PEA. The CHAS is written based upon
consolidated klan regulacvions that are ctailored to community
planning and development programe and that do not regquire
communities o assess the housing needs of persons with
disabilities in gemneral. Rather, they refer specifically only to
persons with disabllities who require service-connected or

43
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aceccmzible housing, The vast majority of persons with disabilities
who apply to live in public housing are merxely low-income
individuals who also hava disabilities. They are aeither looking
for. nor need suppoctive housing. Moreover, the proposed change
would effectively create different sLatutory regquiremencs fox large
and small PHA®, since Consolidated Plans are only reguired for
jurisdicvidions with populations of more than 50,000.

In addicion, the gubmission and review of designared housing
plans should rot be incoerporated into the PHA’s "local housing
management plan*, as under the House bill. The Administration
believes that, gince thay involve signlflcant dacisions that ceuld
permanently limit access to important housing resources for soms
low-income people, degignaced housing plans should be considered
separately from the many other administrative and management issues
that are addressed in the local housing management plan.

H. TOTAL DEVELOPMENT COSTS

The Adninistration urges the Conferees to finclude lanpuage
reflecting the Aduninistration’s precposal on total dJdevelopmsnt
agosts.

The Conference staffs have been provided with HUN's propoaal
on total development cogt#. The proposal would assure that capital
costs allowed for HOPR VI and other public housing deavalopment will
produce sound and durable, but modest, housing that f£its into the
cormunity. It would alse amrsure rhat. the costs of community
development and supportive service activitiee are not confused with
the raata of housing construcetisn., HUD urges the Conferaam te
include statutory language that reflects this proposal.

I look forward to contributing to the conpiructive roselution

of these issues., As always, pleass c3ll upon me and the HUD staff
for any assletance we cen provido.

8incerely,
RRAET

g:\98conflt.d
h:\gli\99--pub.bsg\9&kcontlt.4
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U. S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTGN, D.C, 20410-00¢1

October 2, 1997

THE SECRETARY

MEMORANDUM

TO: ERSKINE BOWLES, CHIEF OF STAFF
BRUCE REED
GENE SPERLING
THURGOOD MARSHALL, JR.
ANN LEWIS
PAUL BEGALA
RAHM EMANUEL
JOHN HILLEY

STEPHANIE STRE "‘ ‘

FROM: ANDREW CUO]

SUBJECT: HUD-VA APPROPRIATION BILL: AN OPPORTUNITY FOR THE
ADMINISTRATION TO APPLAUD MAJOR HOUSING REFORM, SAVING
TAXPAYERS MILLIONS

As you know, Congress is poised to pass the HUD-VA appropriations bill. This bill includes
the most significant housing reform legislation enacted by Congrfss during the Clinton Administration
and presents the President an opportunity to claim victory on an issue that HUD Congress and the
housing industry have been grappling with for four ycars.

This bill addresses the Section 8 housing crisis by:

Balancing the Budget while meeting our priorities -- CBO says the legislation
saves $562 million dollars, plus bundreds of millions in additional savings in
future years from lowering rent subsidy costs. These savings allow continued
spending on domestic priorities, including the environment veterans.

Preserving affordable housing — The legislation will preserve decent, affordable -
housing for 850,000 low-income Americans well into the 21 century.

Protecting against waste, fraud and abuse in government programs — The
legislation significantly reduces inflated federal subsidies to landlords.
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Background

Twenty years ago, to entice private landlords to build affordable housing, the Federal
government signed twenty-year contracts promising to provide rent subsidies to the owners’ low-
incomne tenants. To entice lenders to make loans for construction of these projects, FHA insured their
forty-ycar mortgages. The loans assured that the federal rent subsidies would continue indefinitely.

Today, in many cities, the rents we pay to support low-income tenants in these projects are “out
of whack” with market rents. For example, in Las Vegas, the market rent on 2 unit is $340. But HUD
- and taxpayers -- pay $820. In other words, we are over-subsidizing landlords at twice market rate,
while waiting lists for affordable housing remain several years long. In an era of scarce resources, we
cannot afford to use housing dollars so inefficiently.

The multi year contracts prevented HUD from cutting rents, but now the contracts are expinng.
However, if we simply cut rents, many owners will default on their mortgages. Default could mean
an explosion of families with no place to go, devastating deterioration in impacted communities, loss
of valuable affordable housing stock built at taxpayer expense, and multibillion dollar claims to the
FHA insurance fund — and to thc American taxpayer. The Mark to Market legislation solves this
problem by restructuring the debt, permitting us to lower the rent subsidies to market rents for
thousands of projects. As a result, it prevents insurance costs and saves on future rent subsidies.

dminij io rtuni
We would like to propose two opportunities surrounding passage of this legislation:

Oval Office or White House Signing Ceremony — An official signing ceremony at the White
House would provide the opportunity for the President to take credit for resolving a critical housing
issue in a practical way that saves taxpayer dollars and protects low-income families. It also would
provide an opportunity for the President to show the Administration working in cooperation with
Congressional leaders of both parties. Sepators Mack and Sarbanes and Approptiations Subcommittee
Chairs Scrator Bond and Congressman Lewis deserve special praise for their role in bringing this
controversial issue to resolution.

Or:

HUD celebration and press conference immediately following congressional passage and
prior to the President’s signing of the appropriations bill -- Passage of legislation that preserves
and protects the government’s investment in affordable housing, while reducing excessive costs, was
HUD's top priority. While Mark to Market is a significant victory on both of these fronts, if ne
particular emphasis is sought, it will be engulfed by the larger message of the appropriations. passage.
Therefore, we suggest a special celebration before the bill is signed, ideally a press conference here
at HUD with the Vice President, Members of Congress and relevant interest groups.

Please let me know if we should move ahead with either of these options. I would be glad to
discuss either proposal with you further.

TOTAL P.B3
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So where do
the poorest go?

NEWARK, NEW JERSEY

MERICA cannot be accused of dragging
its feet in dealing with the poor. First,
welfare reform required most single moth-
ers to find work and accept time-limits on
benefits, overturning 60 years of guaran-
-teed assistance. Now a similar upheaval is
planned for public housing, the biggest
since the country’s housing authorities
were setupin 1937.
Contentious legislation pased by the
House last month (and echoed in the Sen-

but would require them to rent more units
as they become available to working peo-
ple, so that housing estates cease to be sim-
ply dumping grounds for the dependent.
The House bifl also changes rules thathave
discouraged tenants from taking up work
by raising their rents when they do so; and’
it requires unemployed tenants to do eight

that particular bright idea will be i tmposm
ble to enforce or police.

The point, say the Ieglslanon S backers,
is that public housing should be a transi-
tional phase for the working poor instead
of a dead end. Opponeats, including the
housing secretary, Andrew Cuomo, reply
with a question. [f public housing is gradu-
allyinhabited by working people, where do

W

ate) would give local housing authorities -
more power to set criteria for admissions,
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torn down in 1994, and now motorists see
the city’s soaring basilica instead. The fot-
mer residents ofthe Homes live in tidy two-
storey houses, many of them just across the
road from where the blocks once loomed.

houses gleam. Only the broken-down cars
reveal that this is housing for the poor.
Demolition has played a large part in
recent housing strategy. The disappearance
of the heartless blocks is hardly moumed:
when the wrecking ball began to batter
down Newark’s Archbishop Walsh homes
in April, residents cheered. All told, some

100,000 decrepit high-rise units have or

wi e down ¢ tum of the century

in cities Orieans to Denver. But
cans are increasingly hard-pressed to pay

the rerit. The Department of Housing and Clinton

publicly inanced units when Bi
Urban Development (HUD) estimates that \ | orEce than when he came in.
5.3m households pay half or more of their The private sector is unlikely to fill the

incomein housing costs,upbyaboutafifth  gap. The much-admired Community
from the mid-1980s.Out of every five Amer-  Development Corporations build perhaps
ican households that qualify for low-cost
housing benefits, only one actually gets
them. And the Census Bureau estimates
that 87% of renters cannot afford to buy a
cheap house in their area.
HUD is ill-equipped to deal with this
squeeze. Since 1992, its budget has been cut
from $24.77 billion to $19.59 billion. In
1994; the number of Section 8 claimants,
who use federal subsidies to buy private-
sector rental housing, was frozen at L1m
households (another 1.8m are in a voucher
programme) and plans to add to the L3m
units in the public-housing stock were
blocked. In the most recent budgct, fundsto
doupgovernment-owned units and to pre-
serve low-cost housing stock in the private
sectorwere both cut. -
r'— Alas, the loss of money for

publicly supported housing
comes at a time when there is
at last almost a consensus
about how to do it right: a
m'ﬂ,ﬂﬁ%f_sﬁid_i@a—imﬂ'ﬂ
housing developments _scat-
tered through -communities,
and a “one stitke and you're
out” policy for criminals apd
dryg-dealers, There are plenty

of success stories about; and
HUD is even getting slightly

The question is pertinent because the
", bw-cost housing market, public or private,
is disappearing, and lower-income Ameri-

pend on the low-income housing tax credit
(which was almost abolished in 1995) and
on being able to house a proportion of Sec-
tion 8 tenants. Under Section 8, tenants pay

0% of their income to private landlords;,
the federal government picks up the rest of
the bill. With the number of these tenants
frozen, the economics of building low-cost
housing falls apart.

Housing for low-income people, more-
aver, is unpopular in many communities,
which price them out by forbidding high-
density development. And regulation can
push up construction costs unnecessarily,
shaving the razor-thin profit margins. New
York city, for example, has stricter require-

Lbetter marks for its histori-

hours a month of volunteer work, though‘

cally awful management.
Newark, New Jersey,
whose public housing author-
ity used to be among the worst
in the country, is a good place
to see the possibilities. Motor-
ists on the nearby freeway
once had to endure the sight
of grim brick apartment
blocks. No more. The Christo-
pher Columbus Homes were

odye Columbus
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UNILLEL D1ALLEY,

PHILADELPHIA

THE summery American

economy is not without

it cold spots. During

1996, a record Lim Amer-

icans declared personal

bankruptcy, up 28.6%
from 1995 and 44.1% from 1994. The
bankruptcy binge was widely foreseen, as
financial crises go. Consumer debt had
grown sharply during 1994 and 1995, par-
ticularly credit-card debt, with a daunting
average interest rate of 158% over the two-
year period. .

According to the National Consumer
Bankruptcy Coalition, a group of banks’
and credit-card companies, the bankrupt
should be pitied less than the lenders.
They have a point. America's libera! bank-
ruptcy code is much more of a shield for
the debtor than a sword for the creditor.

ROMETER

B

and deeperindebt -

An extreme case, say bankruptcy-reform
lobbyists, is a student who pays off his
federal tuition loans by piling up enor-
mous credit-card bills which he then uses
as the basis for a bankruptcy petition.
In congressional hearings in April,
lenders received some sympathy for the
idea of a "needs-based” bankruptcy sys-
tem under which’ bankrupt borrowers
would be relieved of debt only to the ex-
tent judged necessary by a bankruptcy
court. A resolution of the bankruptcy-re-
form question is expected from Congress
this autumn. ' C
Meanwhile, lenders tend to steer their
portfolios away from consuiner debt and
towards business debt. According to Rob-
ert Morris Associates in Philadelphia, the
national association of credit-risk profes-
sionals, this shift is a direct result of de-

terioration in the quality of consumer
credit Since the beginning of 1997, the
volume of bank commercial and indus-
trial loans has increased by 2 healthy
3.9%, while the volume of consumer loans
has fallen slightly. Mischievous consumer
borrowers who presume that new debt "
will be available to finance the old maybe -
in for a bit of market discipline at the
hands of their creditors. .

ments forhandicapped access than the fed-
eral government, adding almost 10% to the
cost of construction per unit. It can take
years to get permission to build on former
industrial sites. Private developers grumble
at over-regulation, complaining-that they
have to build units *one piece of paperat a
time”. Many give up. Itisasad paradox. Not
onlyis government retreating from the pro-
vision of social housing, nit it continues to
make it hard for others to §tepin instead.

]

Iilegal i.mmi'grams
Willing, eager
and cheap

GALVESTON AND DALLAS

S TEXAS begins to recover from two
weeks of devastating storms, a gener-
ally hidden truth about its economy will
come to light.again. Most of the builders
and electricians who will have to repair the
houses, remake the roads and re-establish
the power lines will have to take on undoc-
umented workers in order to meet their
contracts. In 1996 the Immigration and
Naturalisation Service (1Ns) conservatively
estimated that Texas had over 600,000 un-
documented: immigrants, doing the jobs
no one else wants: hauling carcasses in
packing plants, picking fruit, cleaning ho-
tel rooms, or sorting out the unspeakable
damage caused by natural disasters.

Raise the issue of these workers with a
Texan, and he is lizble to fall uncharacteris-
tically silent, Even state legislators avoid
the issue. They know that many of their

THE ECONOMIST JUNE 7TH 1997
"

constituents employ undocu-
mented workers. They also
know that the booming Texas.
economy is driven in part by
the ready supply of cheap, dil-
igent, illegal labour. .

Dallas is one magnet for
undocumented workers. The
city’s politicians oppose INS
crackdowns, fearing they will
damage the local economy
and bankrupt small compa-
nies. Houston is another;
there, 2 dawn drive past some
of the city’s 36 informal day-
labour sites shows the size of
the undocumented work-
force. Young Mexicans loiter
on the pavement, poised to
jump into the back of any
pick-up truck that slows down
to take them. Houston police
estimate that over 150,000
labourers, about 85% of them
undocumented, gather every
day in search of a job. Itisa téstament to the
vitality of the Texas economy that most of
them get hired, usually to mix cement and
shift bricks. No questions are asked, no pa-
pers signed. Most workers do not even
know their employer's name. They are
paid, in cash, around $40a day.

In Galveston, a breezy town on the Gulf
coast, undocumented labour s less an issue
than a wink-and-nod discussion at the din-
ner table As in Dallas and Houston,
wealthier families discreetly employ un-
documented maids and gardeners. “We
may vote against immigration but we still
want a cheap gardener,” confesses one
Galvestonian. The main sources of employ-

No questions as

ment are restaurants, building sites. and
small plumbing or electrical firms. At dusk
undocumented wotkers set out along the
promenade for their evening jobs as

3

3

busboys and dishwashers in restaurants’A -

recent ins raid has kept the more jittery on
their toes; but the only tangible impact of
the raid, locals say, was the sudden explo-
sion of help-wanted ads for waiters and ho-.
tel maids in the next day’s papet. i,

Stricter immigration laws have just
made smugglers sharper. The black market
in fake documents is buoyant. On a street
corner in a Latino district in Dallas, The
Economist’s correspondent was offered a
forged Green Card for $200. Complete

25
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DRAFTY -- T [

July 11, 1997
(Senate)

62 - Publi ing Reform sibili 01 1997
(Sen. Mack (R) FL and four cosponsors)

The Administration supports the purposc of $. 462, which would reform and consolidate the
Nation’s public housing and Section 8 programs. It also apprcciates the Senate’s cffort to
provide the Department of Housing and Urban Development with the authorities to implement
necdcd management reforms and to work with the Administration to imprave the bill both before
and after Committee markup.

‘The Administration believes, however, that S. 462 is fundamentally flawed because its income
targeting requirements fail to ensure that Federal housing assistance will continue its historic
mission of helping those with very substantial housing needs. This is particularly true for the
tenant-based assistance program, where the income eligibility level is increascd and substantial
previous targeting protections are removed. This income targeting could result, over time, in the
loss of several hundred thousand apartments for families with extremely low incomes. The
problem would be addressed only partially by the proposed Manager’s amendment.

Therefore, S, 462 must be amended to:

- Target 75 percent of new tenant-based assistance to families with incomes not
cxceeding 30 percent of median incomne and retain the current income eligibility
level for tenant-based assistance at 50 percent of median income. This would
maintain the program’s focus on serving the neediest familics.

- Improve the income targeting requirements for public housing so that: (}) at least
90 percent of a PHA’s new admissions have incomes not exceeding 60 percent of
median income; and (2) at least 40 percent of families in occupancy at each
development have incomes not exceeding 30 percent of median income. This
would reduce the units available to very low-incoine families only (o the extent
necessary to achieve income-mixing, and would ensure access by those families to
all developments. :

The Administration also opposes the provision of §. 462 authorizing PHASs to obtain medical
information about applicants for housing assistance, which would increase the potential that
important antidiscrimination protections of Federal fair housing Jaws could be violated.

~
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Tn addition, the Administration will work with the Senate on other amendments o 8. 462 that
would make it more consistent with the Administration’s public housing reform bill that was
transmitted to Congress on April 18, 1997,

Pay-As-You-Go Scoring. S. 462 would aflect dircc1 spending; therefore, it is subject to the pay-
as-you-go requirement of the Omnibus Budget Reconciliation Act of 1990. OMRB’s preliminary
scoring estimate of this bill is under development.

ok ok ook ok ok ¥ ¥ ¥
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LRAM ID: RJF97
EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001

Tuesdsy, May 20, 1997 p€0/4 (

LEGISLATIVE REFERRAL MEMORANDUM.

TO: son O_fficer - See Distribution below

FROM: Jahet RY Forsgren {for) Assistant Director for Legislative Reference

OMB CONTACLT: Robert J. Pellicci
PHONE: (202)395-4871 FAX: (202)385-6148

SUBJECT: OMB Statement of Administration Policy on 3462 Public Housing Reform
and Responsibility Act of 1997

DEADLINE: NOON Tuesday, May 27, 1997

In accordance with OMB Circular A-19, OMB requests the views of your agency on the above
subject before advising on its relationship to the program of the President. Please advise us if this
item will affect direct spending or raceipts for purposes of the "Pay-As-You-Go" provisions of Title
Xl of the Omnlbus Budget Reconciliation Act of 1990.

COMMENTS: The Senate is expected to consider S. 462 shortly after the Memorial Day recess.
DISTRIBUTION LIST

- AGENCIES:
54-HUD - Jeff Lischer - (202) 708-1793
6-AGRICULTURE/CONG AFFAIRS - Vince Ancell (all testimony) - (202) 720-7095
25-COMMERCE - Michge! A. Levitt - {202) 482-3151
29-DEFENSE - Samuet T. Brick Jr. - (703} 697-1305
30-EDUCATION - Jack Kristy - (202) 401-8313
51-General Services Administration - William R. Ratchford - (202) 501-0563
52-HHS - Sondra S. Wallace - (202) 690-7760
61-JUSTICE - Andrew Fois - {202) 514-2141
62-LABOR - Rabert A. Shapiro - (202) 219-8201 ?Mm
76-National Economic Council - Sonyia Matthews - {202} 45/6-5351 bttt
89-Office of National Drug Control Palicy - John Carnsvale - {202) 39/5-6736
92-Office of Personnel Management - James N, Woodruff - {202) 606-1424
118-TREASURY - Richard S. Carro - (202} 622-0650

129-VETERANS AFFAIRS - Robert Coy - (202) 273-8666 To T Puinet aund cary
EOP: M P v,

Michael Deich -

Alan B. Rhinesmith —

Francis S.‘Redburn J enaH- an —

Hang T. Tran

Jose Cerda Il - s Mo Hue jaune an un,.,r

Elere
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Jennifer C, Wagner
Jeffrey A. Farkas
Janet Himler

Raymond P. Kogut
Harry G, Meyers
Joseph F. Lackey Jr,
Richard H. Kodl

Debra J. Bond
Courtaey B. Timberlake
Edward M. Rea
Mathew C. Blum
Jonathan D. Breul
Robert W. Schroeder
Norwood J. Jackson JR
Janet R. Forsgren
James C. Murr

Charles Konigsberg -
oMB

FROM: SCOTT, A
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LRM ID: RIPS7SUBJECT: OMB Statement of Administration Policy on $462 Public Housing Reform
and Responsibility Act of 1997

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

If your response 10 this request for views is short (e.g.. concurino comment), we prefer thas you respond by
o-mall or by faxing us this response shest. If tha response I3 short and you prefer 1o call, please call the
branch-wide line shown below (NOT the enalyst’s line) to leave a message with a lagislative assistant.

You may slso regspond by:

{1) calling tha analyst/attorney's diract line {you will be connected to voice mail If the analyst does not
answer); or

{2) sending us & marno or letter
Pleass include the LRM number shown above, aad the subject shown below.

TO: Robert J. Pellicci Phone: 395.4871 Fax: 395-8148
Office of Management and Budget
Brench-Wide Ling (to reach legisiative assistant): 395-7362

FROM: . . o - {Data}

{Nams)

(Agency}

- mere (Tolophone)

The following is the raponse of our agency 10 your request for views on the above-captionsd subject:
Concur
. No Objaction
— . No Commant
_______ Soo proposed edits on pages

Other:

FAX RETURN of _____ pages, attached to this reponse sheat
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(Senate)

9 |
‘P‘q,@, May 19, 1997

b - _— 5
(Sen. Mack (R) FL and four cosponsors)

The Administration supports the purpose of S. 462, which would reform and consolidate the
Nation’s public housing and Section 8 programs, It also appreciates the Senate’s effort to
provide the Department of FHousing and Urban Development with the tools to implement nceded
management reforms,

The Administration, however, belicves that S. 462 is fundamentally flawed because its income
targeting requirements fail to ensure that Federal housing assistance will continue its historic
mission of helping those with very substantial housing needs. This is particularly true for the
tenant-based assistance program, where the income eligibility level is substantially increased, and
the income targeting could result, over time, in the loss of several hundred thousand apartments 10
families with extremely low incomes,

The Administration, therefore, opposes S, 462 unless it is amended to:

- . Target 75 percent of new tenant-based assistance 1o families with incomes not
exceeding 30 percent of median income and retain the current income eligibility
level for tenant-based assistance at 50 percent of median income. This would
maintain the program’s focus on serving the neediest families,

- Establish an income limit for Section 8 project-based assistance requiring that 40
percent of the new admissions must have incomes at or below 30 percent of
median income and 90 pereent must have incomes at or below 60 pereent of
median income. §. 462 contains no income limits for such assistance.

- Improve the income targeting requirements for public housing so that; (1) at least
90 percent of a PHA’s new admissions have incomes not exceeding 60 percent of
median income; and (2) at least 40 percent of families at each development have
incomes not exceeding 30 percent of median income. This would reduce the
units available to very low-income famitics only to the extent necessary (o achicve
income-mixing,

In addition, the Administration will work with the Senate on other amendments to $. 462 that
would make it more consistent with the Administration’s public housing reform bill that was
transmitted to Congress on April 18, 1997,
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ce: .
Subject: Housing Bill c G e

Forwarded by Bruce N. Reed/QPD/EOP on 05/06/97 01:13 PM

Record Type: Record

To: Bruce N. Reed/OPD/EQP

cc:
Subject: Housing Bill

The SAP actually opposes the bill, unless certain amendments are made. They list 8 different areas
we want changed, but they probably don't all rise to the level of a veto.

The most important are fixes to the assistance targeting in the House bill, and the most important
targeting fix we want is a Section 8 income limit for new admissions (90% at or below 60%
median income, 40% at or below 30%). We want tighter targeting requirements for PHAs and
ténant-based assistance as well, although at least some OMB folks concede that the argument
against tight PHA targeting -- it creates clusters, and cultures, of poverty -- makes sense.

Of the other fixes, there are only two | think you might be interested in.

First, we want to delete requirement of a self-sufficiency agreement between PHAS
asgistance recipients. In the House bill, this has two components: the 8 hour service requirement,
and a contract with adults that sets a targeted graduation date. Qur bill includ service
requirement, but not the contract; insiead our proposal _clarifies” that "it would be the PHA's job
to_assist State welfare agencies, presumably on the logic that housing offices shouldn't be welfare
offices...

Second, we want to delete the requirement that private owners of federally assisted housing are
provided with conviction information about applicants and tenants. Hmmm..,

Of other interest: HRZ {and our alternate as well, | assume} includes %290 million for 98 and 99
for a newﬁg_ant 10 flght crime in and around public or assisted housing; expands access to NCIC,
and Rahm's sex offender registry; and mandates 3 years of ineligibility if a family is evicted for a
drug-related crime.

Let me know what else you want to know.



