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Lo THE WHITE HOUSE
WASHINGTON

March 7, 2000

MBEMORANDUM FOR THE SECRETARY OF HOUSING AND URBAN DEVELOPMERT
DIRECTOR, QFFICE OF MANAGEMENT AND BUDGET
) DIRBCTOR, DOMBITIC POLICY COUNCIL
SUBYECT: , Dedicating Federal Houasing Administration (FHA}
% Revenues for Afforxdahble Houging

tme of the fundamental goals of ny Administration hasg

been to reinvent government, to make it serve the public
better and restove public confidence {n the instisutions of
governmant. The Départment ¢f Housing and Urban Davelopnent
(HUD) has wmet themse goals well. HUD'g 2020 Management Refoxm
Plan has trangformed HUD from top te bottom, and helped HUD
improve performance sven as it hae reduced the number of itp
employees. The Depsrtment haus twice been vecognized by the
Fennedy Schosl of Government for innovetion in government.

Nowhere is the turnarcund at HUD more evident than in FHA. In
the early 1990z, FHA waz in nsar-baskruptoy. Today, FHA and izs
Mutual Mortgage Insurance {(MMI} Pund are financlally healthiex
than they have been jin decadses. On Maxch 6, HUD released the
results of an actuarial review showlng that the total valus of
the Pund in Fiscal) Yeor 31883 wap more than §8 billion above the
total value repoxted for Plecal Year 1998. These fmprovements
in the Fund-are due not just to xecent sconomic prospeyity, bus
rlsc to fundamental changes in FHA. The O0f£fice of Manasgement
and Budget will asscens the actuvarisl review Lo determine ite
accuracy, ite implicatione £or the overall status of FHA
financeg, and ite consigtency with my Adminigtration’s

a¢ononic assumptions. :

Ao you kunow, my Budget for Fisoal Year 2001 substantially
axpands our efforte to provide mffordsble housing. The Budgst
provides a total of §32 billion -~ $6 billicon more Chan last
year «- with {ncyeases for all of HUD'g core pyrograms. And as
the improved adminiptration of HUD and the FHA make available
additional resources, we will have the opportunity to do eaven

more Lo aongurs that all amevicans have ageess Lo affordable
housing. ; ‘ :

Therefore, I direct you to report to e within 160 days your '
recommendations on how newly available funds can be used to
further strengthen Fedexral bousing programs and develop a plan
vo enhance comprehensive affordable housing opportunities.

—
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Issue

OMB

FHA

Dioes actuarial revigw
irdicate that FHA receipts
will be above the haseline?

t

NG, The review shows that
profit per dollar of business
has risen, This increased
profimbility per unit is offset,
however, by declines inthe
volume of mortgages. Taken
together, these new
assumptions show FHA
receipts below the baseline.

FHA receipis depend on
prefit per unit and total
vedume of business, The
actuarial review shows that
profit per unit has risen x-y
percent. OMB will publish
new volume estimates with
the next Budget.

New budget mechanism fo
dedicate a poriton of FHA
receipts to construction
program?

Do not mention. Absent
excess receipts, there 1s no
reason to create a dedicated
fund.

Dedicate a portion of FHA
receipts to a new housing
production teust fund.

Specify the amount of
funding that should be used
for housing production?

No. Simply state that
housing production should be
a priority for funding in FY
2002

Yes. Call for housing
production program of $5
billion aver five years,

When should spending
begin? -

Funding should be provided
in the context of the FY 2002
Budget.

Housing production program
should be a priority use of the
reserved budget surplus.
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172 DEPAKIAENT OF HOYHGWG AND RRAN DEYIROUMENT

THE EFFICH OF YEE, SRERLTANY
WAKRENEYTORL D 300000k
March 20, 2000
Memoraudum fo: ?hurgwd Marshall Jr., Secretary t the Cabinet
oc Bruce Reed, Assistant 1o the President {or Domestic Policy
Gene Sperling, Assistant to the President for Econonic Policy
Sextt Warren .
¥From: Jacquie Lawing, Chief of Suuff (Acting)

Re: Proposal for Maﬁm Action: HUD's Worst Case Needs Housing Report

Sexcretary Cuomo bas asked me to offer the Whits House the opportunity to release HUDYs upcoming
report Remtal Hoasirzg Assistance, on March 27th. The report demonstrates that the Administration’s
housing policy is np the right track, and provides a strong fherual basis for mking the aext steps to onsure
safe and affordable housing. The release of this repert will give the President or the Vice President a
chance to ramingd the nation of one of thetr most important themes: Tn s time of prosperity, there are still
thoso left behind, and we must do everything we can 1o raise thewm up.

The seport will be rsady 10 release on March 27° With HUD's Senate appropriations bearing on March
30%, this will be an ideal time to point out that despite the booming economy, worst case needs continue 1o
increass throughont the nation — and have now reached an all-time high of 5.4 million kowseholds, based on
the 1997 data i te report. The findings in this report document an equally compelling conclusion; there is
an urgent need 10 strengthen the faderal government’s role in assuring adequate supplics of decent and
affordable housing for America’s lowest-inconse families.

Muny of the Administration's most recent actians are strongly justified by this report. The Presidont’s FY
2001 budget includes funding for 120,000 incremental vouchers, & eritical next siep toward redening worst
case tends. HUD’s proposal to target 10,000 of these vauchers for housing production vouchers ~ for use
with the Low Income Housing Tax Credit and FHA Multifamily Insurance — will ereate a totai of 40,000
affordable new wnits.

Other elements of the Administration’s FY 2803 budger will also play an important role in addressing the
needs highlighted in this roport. HOME asd the Low-Income Housing Tax Credit {LIHTC) are
successfully producing housing affordable to housgholds near the very-fow-income citoffs, Other HUD
programs mpported ard strengthened by the Administration provide additional oritical assistance,

Another resource to address this problem, one just recently identified, is the improved performance of the
Fedora! Housing Administration and its Mutual Mortpage fnsurance (MMI) Fund. In FY 1999 the FHA
MMI fund generated a surplus of $16 billion - more than $5 billion above the total value reported for FY
1998, These stirplus funds can be an important source of additionz! fitnds to enhance HULY's affordable
housing efforts, Lo face, an March 7, 2008, President Clinton directed HUD and OMB to prepare
recammendations for how best 1o use tiewly available funds to further strengthen faders) housing programs
#ad enhance corprehensive affosdable housing opportumnitiey,

We believe the reltase of HUD's Renral Housing Assisianze gives the White Houise the opportunity to
celebirate our successes whils laying out the blueprint for whore we need 10 go pext.  Please foel fiee to call
me 33 708-2713 with any guestions ar feedback. T appreciate your consideration.
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THE WHITE HOUSE
WASHINGTON

Marth 7, 2000

MEMORANDUM FOR THE SECRETARY OF HOUSING AND UREAH DEVELOPMENT
g DIRBCTOR, CFFICE OF MANAGEMENT AND BUDGET
DIRECTOR, DOMESTIC POLICY COUNCIL

SUBJECT: Dedicating Federal Housing Administration (FHA)
. Revenues for Affordable Housing

*

One ¢f the fundamental goals of wmy Administration has

been to reinvent government, to make it serve the public
better and restore public confidence in the institutions of
governmant . The Department of Housing and Urban Development
{HUM) has met these goals well. HUD's 2028 Management Reform
Plan has tranaformed HUD from top to bottom, and helped HUD
improve performance even as it has reduced the number of its
employeea. The Department has twice been recognized by the
Kennedy School of Govermment for inneovation in government.

Nowhere is the turnaround at HUD more evident than in FHA. In
the early 18301, FHA was in near-bankruptcy. Today, FHA and its
Mutual Mortgage Insurance (MMI) Fund are financially healthiex
than they have been in’ decades. On March &, HUD released the
results of an actuarial review showing that the total value of
the PFund in Fiscal Year 1999 was more than &5 billion above the
total value reported for Fiscal Year 19%8. These improvements
in the Fund are due not just to recent sconomic prosperity, but
also to fundamental changes in FRA. The Office of Management
and Badget will assess the actuarial review to determine, its
accuracy, its implications for the overall status of FHA
fznanceﬂ, and its consistency with my &dminzstratian 8

geonomic assumptions. \

As you know, ny Ba&get for Fiscal Yeaxr 2001 substantially
expands our efforts to provide affordable housing. The Budget
. provides a ‘total of $32 billion -~ $6 billion more than last
year -- with increases for all of HUD’g core programs. And as
the improved administration of HUD and the FHA make available
additional regources, we will have the opportunity toe 4o even
more to ensure that all Americansg have access to affordable
hauain§3

Therefore, I direct you to report to me within 160 days your
recommendaticns on how newly available funds can be used to
further strengthen Federal housing programs and develop a plan
to aahance comprehengive affordakle bhousing appartunzties
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Deparmment of Heusing and Girban Development — Andrew Cuome, Seereiary
Office of Public Aflalrs, Washingion, DC 20410

HUD No. 00-48 ‘ FOR RELEASE
(207) 708-0685 | Wednesday
tttpe/www hud. govinews. himl March 8, 2000

PRESIDENT REQUESTS PLAN TO USE ADDITIONAL FUNDS
; GENERATED BY FHA FOR AFFORDARBLE HOUSING

WASHINGTON -~ Responding o 8 new report that says the Fedewl Housing Adminsstration
has generated additional funds beyond previcus projections, President Clinton today requested
zecommeudaxzmslan how to best use oxcess FHA rgvenues (o expand the supply of afi‘ordabit
housing over the next five years,

-A report zc%:ieased Monday says the value of the FHA Insurance Fund for Fiseal Year 1995
waz more than §5 billion sbove previous estimates.

The President issued a directive todsy 10 Housing and Urban Development Seceretary
Andrew Cuomo and Qffice of Management and Budget Director Jack Lew requesting
“recommendations on how newly availably funds can be used to Rurther strengthen federal housing
programs and develop a plan (o enhance comprehensive affordable housing opportunities.”

Recommendations could inchude subgidizing the copsimuction of new affordzble remtal
housiog, downpayment assistance programs fo lucrease homeswnership, and other initiatives.

“Cne of the fundamental goals of my Admunistration has been to reinvent governmens, to
make it serve the public better and restore public confidence iy the institutions of governmens,” the
President said in his directive to HUD and OMB. “The Department of Housing and Urban
Development has mer those goals well,, .. And as the improved administration of HUD and the
FHA make avai%ab}e additionnl resources, we will have the opportunity to do even more to ensure
that all Americans have sccess to affordable housing.™

“More thary'3 million struggling American families are in desperaie need of affordable
heusing,” Coomo said. “These families now spend over half their income on housing and they ¢an
barely make vnds meeat. Investing any excess funds fom FHA 1o help these families get the housing
they need will heigé transform their lives and will help revitalize communifies across our nation.”

“ROre-
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FHA, which is part of HUD, generates revenue through its Mutual Mortgage Insurance
Fund. The fund collects revenue from fees FHA charges for mortgage insurance. FHA currently
returas funds it g?nemzes above expenses 10 the U.S. Treasury each vear.

i

Because of successful manazgement reforms at HUD and FHA, FHA 1s now expected to
bring in additional funds between the years 2002 and 2006 above projections contained in the
President’s pmpa,sa&i Federal Budget for Fiscal Year 2001.

An mdependcm report issued Monday by the aceounting firm of Deloitic & Touche concluded
that FHA is in s stmngast financial condition since it was crested in 1534, with a record economic
value of $16.6 b:iiimn v

The Deloitte & Touche study says the roecord §16.6 billion economie value of the FHA's
insurance fund s an increase of $5.3 billion over 1998, The stady says this improvement will withstand
potential economic downtums. The economic value of the fund is defined as the sum of existing capita]
plus the value of current insurance in force.

The report also states that FHA’s capital adequecy ratio is 3.66 percent — far in excess of the
Congressionally mandated goal of 2 percent. The capital adequaty ratio is the evonomic vahie of the
furd divided by the total insurance in force,

In addition, Deloitte & Touche found that FHA has made 4 remarkable tumaround from fust
ten years ago. The FHA insurance fund had an economic value of negative $2.7 biltion in 1990,
FHA suffered years of mismansagemnent in the 19808, and by 1990 it had projected losses fom
claims on montgage insurance far in excess of projected revenme, Absent radical resucturing, a
costly federsl baillout seemed tnevitable,

FHA does not make mortgage loans directly, but rather insures loans made by private
lenders 1o homebuyers. Last year FHA insured 2 record 1.3 million motigages worth §123 billion.
Because FHA morigage msurance protects lenders from losses, it has enabled 30 million American
families who wonld otherwise be Jocked ont of the morigage market and homeownership to qualify
for morigages.

FHA now insures shout 6.7 million mortgages. When homeowners fail to make payments on
mortgages insured b}r FHA, the agency first tries to help them stay in their homes through
foreciosure avoidance. If this is not successhul, the lender forecloses on a home and conveys it (o
FHA in exchange for FHA paymm* of the outstanding morigage bajance, FHA then puts the home
up for sale.

~More.
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FHA-insured loans also benefit homebuyers in these ways:
1
s FHA downpayments of 3 percent are lower than the minimum that many lenders require for
non-FHA monigages. Higher downpayments are 2 major roadblock to homeownership,

» FHA'g raquir:emcnz for homebuyer eredit ratings are more flexible than these set by many
lenders for non-FHA borrowers,

+ FHA permits homcbayers to use gifis from family reembers and non-profit groups to make their
entire dz}wnpgymcnt, while conventional loans generally require homebuyers to come up with 2
portion of zhetéawn;}aymwt from thetr own finds.

i
» FHA pernits 2 borrower to carry more debt than a private mortgage insurer typically aliows.

#
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4 Nonprofit Groups Plan 193,800 Low-Income H;)using Units

By MICHAEL JANOFSKY
WASHINGTON, March 13 — Chid-

* ing the Federal Government for not

providing more low-income housing,
officials from four nonprofit organi-
zations pledged today to spend $13
billioh on new housing aver the next
four years,

The money, the officials said, will
be used to build 193,800 units in more
than 2,400 communities across the
country. In the last four years, the
groups said, they have raised $8.9
billion and built 136,300 units in 1,940
communities.

“Whether they want to hear it or

niot, this is a challenge to public lead-
ers who say nothing more can be
done,” Paul 5. Grogan, the president
and chief executive of one group, the
Local Initiatives Support Corpora-
tion, said at a news conference in
announcing the plan. “It's time to
stop kidding ourselves and finish the
job of making affordable housing
available 10 every American.”

Mr. Grogan and officials from the
other organizations — Habitat for
Humanily International, the Enter-
prise Foundation and the National
Neighborworks Network — said they
were making such a large commit-

ment because they felt-that neither
Congress nor the Clinton Adminis-
tration was adequately responding to
a growing demand for affordable
housing, which they asserted had
reached 10.5-million families.
Millard Fuller, the president and
chief executive of Habitat, called it

“ridiculous, shameful and disgrace- .

ful’* that the Government had not

done more. Taking aim at housing *

probiems in the District of Columbia,
one of many cities in dire need of
more low-income units, Mr. Fuller
said, “ Why should the capital of the
richest nation on earth not have sub-

sidized housing?* ;

But an official at the Department
of Housing and Urban Development
disagreed with assertions that the
agency was ignoring the problem of
finding suitable shelter for low-in-
come people, .

Michael Stegman, the chief of staff
to Housing Secretary Andrew M.
Cuomo, said the department intend-
ed to spend $46 billion over the next
four years ‘“to help those with the
greatest housing needs” through
programs that produce new housing

units and provide vouchers for exist-.

ing units.

MTr. Stegman said the Housi
partment was also adding to th
ply of new housing through
means, including a current pro
that demolishes old, high-rise
ing projects and replaces ther,
town-house units spread :
working-class and middk
neighborhoods. Ofien, he sa
many as hall of the high-rise
have long been abanicned o
become uninhabitable.

Referring to the depart:
spending projections. Mr. St
added: ‘*Is that enough mone:
There will never be erough mg
meet all the housing needs i
country. Do we wan! more? S

F. Barton Harvey 3d, the cha
and chief executive of the Ente
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But aa official at the Departrent
of Housing and Urban Development
disagresd with assertions that the

sgency was ignoring the probilem of

finding suitable shelter for low-in-
Lome people, .
Michasg! Stegman, the chief of staf
o Housing Secretary Andrew M,
Cuomo, said the department inmend-
ed to spend $48 biflion over the nexs
Emiy years "o help thuse with the
gresws: housing  needs™  through
programs that produce bew housing

units and provide vouchers {0y exist-.
ing units.

M, Stegman said the Housing De
partment was alse adding 1o the sup-
ply of new housing through other
maans, inciuding 8 corrent program
tht demolishes old, high-rise hous-
img projects and replaces them with
towr-honge  onits  spresd  among
working-ciass  and  middleciass
aeighborhoods. Qfien, he said, a8
many as half of the gh-rise units
have long been abandened ar have
become uninhabitable. .

Reterring 1o the depariment's
speiding projections. Mr, Stegman
added: s that encugh money? Mo
There will never be epougth money 1o
meet all the housing needs i this
country. De we want more? Sore”

¥, Barton Harvey 3, the chairgian
and chief executive of the Entarprise

Foundation, said that as Congress
strained to balance the budgel by
003, private fund-vaising efforts
would become increasingly imper-
Lant in meeting the demant for new
housing.

The Housing Departniei has re-
quested an increase of $5.6 biltion in
budges asthority for the 1998 fiscal
year, lorgely (o cover expiring con-
tracis that provide 4.4 mitlion people
with low<cosl housing  Otherwise,
Mr. Harvey said, the bousing budget
world remain relatively  flag, as
aboex $19.} biflson for 1988, comparsd
with about $19.2 billion for this vear,

The smprofit organizations saijd
the new housing nis would be
awarded through local cammunity
ETpUDS.
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| W and .
To: Elena Kagan/OPD/EOP d \MW'L v el

cc: :
Subject: Housing Bill C L YW W

. Forwarded by Bruce N. Read/OPD/EOP on 05/06/97 01:13 PM

Record Type: Record

To: Bruce N. Reed/QPD/EOP

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 Saction B income limit for new admissions (90% at or below 60%
medtan 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 clysters, and cultures, of poverty -- makes sense.

]

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

First, we want to delete reqguirement of a self-sufficiency agreement between PHASs
assistance rgcipients. In the House bili, this has two components: the 8 hour service regyirement,
and a contract with adults that sets a targeted graduation date. Qur bill inclyde vice
regﬁiremenl,_ﬁut not the contract; instead 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 weifare
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: HR2 (and our alternate as well, | assume} includes ?;290 million for 98 and 99
for a new grant to fight 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. -

1
Let me know what else you want to know.

¥



By-Jason Turner

T . MILWAUKEE
cross the country, seismic

schools .and social

care are under way.
Yet the nation's pub-
lic housing system has-remained

heled up, largely immune from these _

" sweeping reform movements.

Every year, we pour billions'qf

" dellars into renovating and main-
taining public housing. But we re-
quire no self- -help efforts from ten-
ants, though people who receive wel-
fare in the form of cash assistance
must now work or go to schocl. Wis-

consin's welfare department tried to ~

team up with the Milwaukee public

, housing administration last year to
coordinate a program to help resi-
. dents obtain private-sector jobs. But
it was impossible t¢ do that under
public housing law,

Federal rules permit local housmg .

. authorities to require nonworking
tenants-to sign a ‘‘self-sufficiency'>
agreement, basically a promise to
participate in a program aimed at
moving them into jobs.-But the regu-

lations also say that tenants who

. - - -

© Jason Turnér, director of the Fed-
eral welfare program during -the
Bush Administration, helped plan
Wisconsin's recent welfare overhaul,

<-changes- 10" welfare, -

programs like foster -

“elect not partlmpate" cannot be

- denied housing benefits,

Worse, tenants who have their. wel

fare benefits reduced.if they refuse .

to participate’in the .work programs
requlred under the new welfare law’

can, under the, public housing rent:

formula, get partial recompense in

the form of rent reductions. Those:

tenants who do go to work see their
rent lncrea.,ed what motivation do

_they have to succeed at a job if they -
_know their neighbors are not penal-

ized for staying at home?

' Here’s another example of outmod- .
.ed law obstructing sound policy. Tax-
_ payers are dumping what amounts to

more than $90,000 per apartment to
renovate one of Milwaukee's public
housing projects. For that money, we
could buy each tenant a single-family
home with a nice lot. But the real

_question is who will be selected to live

in these tine new units once they are
completed. It would make sense o

reward families that have shown they

can care for an apartment, and that
have a working head of household
who can pay higher rent and thus help

- support the project. .

These are impottant status re-
wards for tenants who are responsi-

‘ble, and the public housing system _

should suppert them, just as the cash
welfare system has’ been changed to
support and reward those who try to
help themselves. But the existing
public housing entitlemént program,
which was created in 1937, the same

-

- t -

. ,___HMEubl1c Housmg Needs Reform.ﬁl‘oo

Give cities more
power: Reward

_h working tenants.

. year as Aid to Families With De-

pendent Children, fails to take this
into account..

‘Now Representative Rick Lazio a
New York Republican who is chair-
man of the subcommittee with juris-
diction over public housing, has intro-
duced a bill, scheduled for a vote this
month, that would repeal the Housing
Act of 1937 and substitute sensible,:
comprehensive reforms, The meas-
ure is by no means as revolutionary
as an earlier effort to introduce

_vouchers for public housing, nor is it .

as ambitious as the welare law, But it
would make -management and ten-
ants more accountable. (A companion
bill in the Senate is weaker.) .
Yet the -public housing lobby ob-
jects to a provision of the House biil
that would change the stultified rules,
giving cities a chance to devise better

‘and more ftexible ways of managing |.

their housing ‘stock: In exchange for
that flexibility, the-Department of
Housing' and Urban Development
would require housing authorities to

meet higher management standards.| .

N

-Sounds like remventmg government.

Why do the public housmg aulhor:lies
object?

They_ don't mind having ﬂexlblllly,
but the reform bill would upset their
relationship with HUD, which pro-
vides most of their money and tells
them how they must operate. Mayors
and city councils would be allowed to
go directly to the Federal agency with
ideas for change. The targe housing
authorities say that’s not necessary.
They claim that they can reform

themselves, and that giving local pub-

lic officials a say in management
would only politicize the system.

In some cases this has been true.
But even independent of city offi-
cials; public housing has been politi-

cized and mismanaged for decades.
Most mayors have not played a large:

and constructive role in public hous-
ing because they consider it outside
their jurisdiction: Under current law
they. usually have an indirect rela-
tionship’ wrth lhe|r housmg authorl-
ties..

‘But if local politicians have a
greater stake in the system, they will
see it as something they must be
accountable for. While some mayors
will not-rise to the occasion, others,

. like Mayor Rudolph Giuliani of New

York and Mayor John Norquist of
Milwaukee, can be expected to seize
the new opportunities,

We have learned from permitting

states to reform welfare that only by :
allowing a hundred different solu--

tions can the truly superlative ones,

tire system, be' identified: Public
housing’is a form of welfare, and the
volters' patience for'it can no lenger

, be sustained without serious reform.

It's timé for New Democrats and
urban .liberal - defenders of public

" housing to _join with Republicans to
make sure that the changes proposed -

by the House bill are turned into

_Iaw. . . a

@lje New Nork @mms
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s

" with the potential to revamp the en- .



LBy Barry Golson

2 new century draws nigh, a
dire threat {0 the mor
. als and fabric of soci-
ety looms befors us..
Many describe this
: new - network, - by
. which machines regiding b -the very
bosom of our families are Hnked i
jelegraph-iike fashion, as a boon to
cmankind. Bt right-thinking -Amers
cans will see these speaking machines
for what they are: patentinl-instru
ments of the devil. Witness, i vou will,
& few items reported so far-in 1897,
. % Aogncemious child of 12 in Roch.
gster, M.Y., whuse father negligently

atlowad him 16 use 8 so-calied tele- -

phone installed in their home, was
repeatedly overheard speaking into
it, using language TR fzz to print in
+ this zsewspaper

fi;z v atndmg suburh of

. Barrs}. Golsan is editor in chief of
Yaize;ir:! Internet Life magazine.

i
i

The Techno -Terror of 1897

i,

A menace that

corrupts youth and .

SOWS conspiracies.

v

Yorkers, using a “‘party fne’ on N

which unrsisted persons may gpedk
at the szme time, a prominent mar-
ried man was heard waking a ren-

* darvous with e wifs of anpther,

# At a respectsd firmy on Wali
Strest, a stockbroker made a tele
phone comneetion (o = clent, urging

‘that he purchase securities in a bug-

gy whip manufacturer, The tompany”
went bankript several monihs Iater,
and the recipient of the call is now in
the poorhouse, |

. #Cn Manhattan's Lower East
Side, political maicornteras freely use
‘the teie;zhzme network to exchange
disloyal, ° scurrilous . speculagion
about onr Government ~ that a war -

with Spainl is being plotted!

# in Brookiyn, a Roman Catholic
man persuaded § younger, weaker-
willed Methodist acquainiance o
abandon his faith and join him in°
Fapist ritugls. Both mes ware em-
ployed by the tocal telephone firm!

S Wives, sons and daughters have

heen Joosened from paternal ties by

unrestricted use of telephones: un-
serupulus operaters are linked d-
rectly ingo our hearths and homes. ]
cali on President McRinley and Con-
gress o go bevond e recent pas-
sage of the Telephone Decency Act,
which the Suprems Court will assun
edly confirm. § cail for a Feders!
bureaucracy hy which telephone
calls will be monitored by morally
upstanding cammittess I every
town and hamlet. | i
We must stop the spread of turph
tude now. If not. what next? Already,
- science  journals  speculate  abour
“wireleas’" mossages, of a day when
. images may be sent through the air.
We must 801 10w 1o tame thig venom.
ous network - nay, this Met of Vipers.
"Yes, we must censor the Net, for the
- sake of generations yet (o come! [

¥
'

‘Observer -
RUSSELL BAKER

e

£

Dumb and Whmey

: We ars fortunate today ic have
Lwith us Dr. B.B. Braithwaile, the
eminent authoricy on self-help, diet,

getting rich guick znd finding spirit-*

ual peace in 30 days. Dr. Braithwaine

has kindly agreed @ answer a few ..

fuestions from our reagders.

First, Dectos, can you explain to ’
" . Baffled Bageball Fan why gur Gov-

ernment refuses w let pur leams
plav basepall in Communigt Cuba
while leaning over hackward to en-
courage our businessmen o -toady

for Big bucks in Communist China? -

“{Gladly. All Communism is bad,
but Cuba’s Communisim is worse than

anybody sise’s Communism, We bave

spent 4) years trying to abolish it, and
it still refuses o disperse. Why re
ward such insclends by letting Cuoe
, bang enioy qur ngtional pastime®

“China, on the other hand, notonly.
picks,up the bill {or cur excessively

costly elections, but also provides
gur retailers with cheap tefinis shoes
for which they can charpe us ridics-
" lomsiy high prices. Without ridicu-
lously expensive cheap tennis shoes,
Americans might never, again be
able to get out of the car awzz walk

: around the bleck oy

G While on the szzb;‘ect of _China, Dr.

Braithwaite, perhaps you can an-
wer this one from Irked Russian:
Why enlarge NATG w surroand Ros-
$ia mere tightly, now that Russia hag
gone ‘gapitalist? lsn't i more sensi
ble fo NATO 1 surround China now

that {hina ig the world's most heav-

ﬂy arined Communist power? Want
le that, Doctar? :

gm an innocert you are, Mr.

Iried Russian, The i.imzeﬁ States is

Dr. Braiifhwait&
explaiis it alk

~

full of voters of Eastern Zurgpean
exiradtion who despise and fesr Rus-
sia In any form. To harvest their
voies, politicians must move NATS
. ever closer to the gates of Moscow, -
“As for-Ching, think for a moment
what this proud, highly sggressive,
heavily armed, repressive and pasty
regime might do if we extented
NATO ta its very borders, You, Mr.
‘irked Russian, could and up without
iazxy incredibly expetisive cheap fen
: fiig shoes” .
L .

Dogtar, will yon tefl Mr. Sorefiead
why he should not be cross with Alan
Greenspan? He says every time he
gers a job Alan Greenspan says toe
mazty people have jobg and raises
intersst rates i irow him, Mr. Som«
head, cut of work again.

What advice; Doctor, can You give
thig ehurlish prole to make him feel
more kingly e Alan Grmsyaﬁ”

. “Just this, Mr. Sorehead: Keep

whining about Alan {ireenspan and-

you'il be known a8 & cammon $caid.
D vou think Alan Greenspan has @
personal grudge against you? r)on t
be & dunce,

Halan Greenspan is an sconomist,

o .you think economists harbor
grudges against people? Nonsense.

- Eeonomists are st interested i peo-
pie When they itok af the world, they

do not ses peaple they see siatisties.

““T'o Alan Greenspan, as to afl econ-
omists, you, Mr, Surehead, srenot Mr. .
Sorehead at ail. You are 2 pumber, &

"+ vary interesting number, to be sure,

“but just a number. 56 for hesven's

© sake, man, quit Blubbering, buck ap

and start acting iike a number.”
- ' L ]

o While we are on geonomics, Doe-
tor, perhiaps you can you answer this
question from Going Nowhere, He
wants to know why his pay never
goes up more than an inch a year
while the pay of JEQ's canstantly
incresses by leaps and millions.
“Isw’t the answer sbvious? Who
decides who is going 1o be paid what?
The answer, my dear Going Nowhere,
is: CE.O’s decide. Consider . the
harsh work they are requiréd 1o do-
T MSlaghing payrolls, Exporting jobs

- to cheag-labor areas Hke Mexico, In-

dig, Texus. CThairing confgrences on .
greater efficiency and higher pro- .
duciivity, Merging. Acquiring. Going
into bankruptcy, .
*Is this your ides of easy work,
Mr. Going Nowhere? Would you sac
rifice your inchweyear pay ingrease
to shouider these trying and painfui
- tasks, even though they {}ffer\ed you,
- milliong every year? .
“Would you risk failure with its.

3

aumiliating headiines abour your -

T geing only $70 or $80 million in’
severance pay for doing a rotten job?
i s, Mr. Going Newbhere, quit- com-

_ plaining and get to Harvard Business  »

" School vight away for an M.B.A”

»  Thank you, Doctor, I'm sure your
wisdorn wili lead us all to spiritual
' peace before the monthis out, #f Bot s
1G-pound weigm 085, ]

b (bbe New ﬂm'k @mws
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Protect rights of all public housing residents

BY ANDREW CuOMO

recently had the epportunity to return to

Albany. I sy “reiurn becawse for many
years | attended achuol and worked in Albany,
and later visited my family who enjoyed
Albany for 12 years. I'm now scrving o8
mesistant pecretary for the Departmentof
Housing and Urban Developmimt and live in
the Washington nrea. After almost four years
here, 1 can report that without a doubt the ald
saying is true: “There's no place like New
York ™

But whiie I miss home, 've had the
opportunity to visit cities and counties Bomes
the country. Despite the diversity of this great
lund, all too often the problems are the same.

. One example is the stute of our nation's public
housing, In toa many places it has become the
brevding ground for crime and dnugs,
victimizing those who tive there and plaguing
and surrounding neighborhiood.

President Clinton recently announeced the
“One Strike and You're Cut” palicy, essentinlly
doclaring that “encugh is enough” in public
housing and that there will be “zere tolerance”
for eriminal condurt. ’

Tha President's policy provides thut if an
individual ia engnged in illegal activity, itis
grounds for eviction. "ast criminal behavior
may ulso be considered in lease applications
and screening procedures. While this is a

federal policy, the President’s pian leaves
discretion in the hands of each local public
housing muthority so that cuse-by-case
determinations may e made,

“One Stnke and You're Out” is not about

The provigion of public housing in our
society — like many other areas of public trust
— i an imphicit social contract through which
pociety at targe extends a benefit to an
individunal. This contract must be premised
upon & balnnee of rights and responsibilities.
Public housing is, as the word suggests,
housing which belongs to the public and is
offered to a family in need to help them reach
opportunity and progrues.

The housing is often accompanied by
asdditional services, such as job tratning,
educational services and counseling, to help
individunls reach their full potential. Thisis o
laudable and essential function, one that
makes our pociety and country as great as it is:
a Jand of opportunity for all.

At the parne time, there aro responsibilitics
that the individual mugt adhere to for the
social contrnct to wark. Primary ameng these
in the respect for the property and righta of
others. When an individual
another, deatroys the housing that they're
living in, or digrupts the surrounding
neighborhoods, the contract is breached.

Today, it has gone too far. The crime and
_drugs must stop. “One Strike and You're Out”
i e essentinl step toward this end. We must
protect and serve all the people in public
housing, and can no longer allow one to digrupt
the bemefits of many.

Comgreseman Jerry Solomnon of New York's
22nd District, who is not a Democrat, recently
introduced a till which would codify many of
thise policies. To his credit, the congressman
overcame partisan politics fur good
poverrunent.

This policy is a bold step and hes already
caused debete. Civil kbertarinna debate the
pelicy’s impact on the righta of the individual
who 18 evictod, and interest groupe defend the
individuals' right to conduct themsebves as
they please. However, the most important
voicen are virtually unifoem in their chorus of
suppart: the prople who live in public housing.
Ak the propla who live in Albany's public
housing. Ask Orris who lives in Ide .
Yarborough Homes and fears for her '
daughiters’ lives. Speak with Charlene who
says, “It's gone too {ar — it's time for us to take
back our hotnes,” or Donald, president of the
tenant esaociation, who says, “There area ot
of dlder people who have bived here 20 or 30
yenrs, who are too afraid to lenve their homes.
It's just got. to stop.™ It's time we warried about
their righta alsa,



http:cirugsmustlll.op

; SENT BY:AEROSPACE BLDG. D 4-01-54 ¢ 9:16aM :

ACF/SUITE 600~ 202 456 70284 17 3

WORKING GROUP ON WELFARE REFORM,
FAMILY SUPPORT AND INDEPENDENCE

FACSW TRANSMISSION COVER SHEET
Acrospace Building
370 L*Enfant Promenade, S.W.

Seventh Floor

Washington, D.C. 20447
Fax: (202) 205-9638

Cover + _Z _ Page(s) Date [
To: - Ser List Below From:___Toby Graff
Phone: Phone: 401-9258

?
Fax: Fax: 205-G688

|
Dowd Ellusod

Message: TBrace Pecd 0 Weadedl Prinps
-56«1_7\8 Ben-Arm Ma;’%ug’_’&gh
M Melssa Skolfield
I ary Boordefic 5@, e
Lrcre Bueno Rich Tarplin

‘;'@hn Monghan



7 SENT BY:AFROSPACE BL}XE © 4-21-34 : 9T16AM ¢ ACF/SUITE 600~ 202 456 7028:% 27 3

i

i
*' April 20, 1994 \\ 5
! : A
|
Memorandum for Bjistxibzxzicn
From: Tebgé Graff

i
Subject: Press Conference on Introduction of HLR. 4159 - -
Public Housing Rent Reform Act
Representatives Maxine Waters (D-CA) and Sanford Bishap (D-GA) held a press
conference yesterday morning o introduce H.R. 4159 - The Public Housing Rent Reform
Act. The Public Housing Authorities Directors Association (PHADA) and the Georgia
Association of Housing and Redevelopment Authorities (GPHA) worked with Waters and
Bishop to create this bill.

The bill wa;zld provide working families in public housing with:
"
® A 20% eamed-income deduction for the purpose of rent calculation;

* An 3dditional 10% deduction for two-parent families;
i
. Three different ceiling rent calculations: using the current systers, capping
‘rents at 80-90 percent of current costs, and implementing a Section 8 rent
rezmnahlmm test;

. Exﬁmptmns for working children under 21.

In their stazemcnts both Represeatatives Waters and Bishop characierized the bill as 2
*jump start” on welfare reform and a plan that will help “end welfare as we know it”,
Public housing, they said, is a key component of welfare reform strategy because one in
every four AFDC m::i;aiems lives in subsidized housing. Representative Waters said that she
has heard only talk from the Clinton Administration and in Congress about welfare reform,
but has seen nio action, She said that this bill would be 2 way to have some sensible and
meaningful reform in this Congress.

i

The emphasis of the bill ix on supporting work by correcting calculation methods for .
public housing rent collection, According to PHADA, in the current public honsing system
those who work usaally have less disposable income than those who decide to remain
unemployed. Representative Waters said that the bill is consistent with President Clinton’s
welfare reform préposal which encourages work 2nd demands responsibility.

Repr&scntatives Waters and Bishop said that Representative Gonzaler (D-TX),
Chairman of the House Banking, Finance and Urban Affairs, supports H.R. 4159 and has
embraced adding it to HLR. 3838 - the Housing Reauthorization Bill (which will be
considerad next month).

i
Three mnf:bc:s of the hill press attended the conference.
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5

Mr. Bruce Reed

Office of the President
The White House

1600 Pennsylvania Avenue

I am writing to let you know that LISC and its affiliate, the National Equity Fund, recently
announced a very exciting $1.5 billion investment in affordable housing over the next five
years. This tremendous investment was made possible through the newly permanent Low-
Income Housing Tax Credit, approved by Congress as part of President Clinton’s budget
package.

The permanent credit was difficult to achieve] but well worth the fight. With more than-
10% of the money in hand after only three months, we see already that a ;}a&mazzeﬁi cr&éti
will make a world of difference in accessing private resources.

The President’s support of innovative financing mechanisms has been - and continues 1o be -
- essential to the continued growth of community development corporations.  With new fools
such as the Community Development Banks, we can expect (o see even greater achievements
on the part of grass-roots, neighborhood organizations.

I have enclosed several newspaper clips about the LISC-NEF $1.5 billion investment that [
thought might interest you. Thank you again for your effort on behalf of the credit,
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Tax-Credit Financingto Aid |

In Building Housing Units

By SHAWN G, KRENNEDY

New York City should gat enmugh
monay from & Feders] taxgesdil gro-
Eram ta nelp bulld ot lesst 808 new

pusieg enits for the poor gver e
aeat fled Yoars, Bouamg advoecsiss
saigt vesiurday. ,

Earliar (NIS vear & dulay in Cone
grossionai renewa) of the axcreuln
prograzs tiowed yoores of pudiit-pri
vata fposing projectd throughout ilie
ity that had been depending on the
raney, But in Augusi the progess
wax mude permeaznt &8 sary of the
{iinton gt prckege, paving the
wiy, proporenty said, for even great.
¢r prrocigation from corperstions.
The program stiowl corporetions o
donate money toward & fund 1o Dusld
nousiag In axchange for ceductiong in
sreie Federal tax hilly,

Twp orgenitalions — e Enter
petge Faundatlon and e Local indlia
uves Juppart Cormaration w shan @
sanounce tuenerrgw that ihey will
maka a lve.yesr, 3355 mulica 23
mitment W buliging Jowdacome hous-
ing win the help of the ax-credit
pragram. They esibmasied that the
furd would B able 1o pay for $300
waith, | 400 mare than In the grevious
ilyg years,

Rebuliding Housing

AcHing 2% partners i# managing tha
prograsm with the clty, Ui Lpeai inie
tiatives Seppart Corgoration and e
Enterprise Foundation dlstripelt the
3zaradlt money (¢ BCAl communiiy
groups. These Broups, seiecied {or
their argenizatlons] sidils sag com-
Il mznt 1 Lheir nelghoorhands, Hen
deveico ihe Bousing.

Since 1587, 3% corparationy, Includ-
ing American Expregs the Bank Cll
New York, ). P. Msrgss, Jon Edison
st Regubilc Natignel Bank, Bave
investad 3208 milllon I the Bousin
{und. The program bas heiped rebull
Rousing in Harism, East New York in
Hroakiyn, knd she Jouth Branx, B
sy instances 3erving £x 3 calulysi
tgr neighborhoad revitaiizion.

%o 132, corparatlont Asve Deen dov

pating 8t & greater rate than Seloes
wiih $71 miilian naving been gedged
1o the equity fund singe the (ax Sradit
was mxde permsneni in August in
1ok tha (lrat year e tax credit was
In apecation, SurporEtions ceniribut
wd 35 milen,
Tpaul % Giregan, president of e
Lecal Initistives Swgipart Corpars.
cian, $ald the CHruon Adminisira.
tisn s degitlon (o make the tax SreUl
permangrd dma Increszad i MINC
tvensss i doaary.

Making the tax sredli permmasens

sent a messags of stabillly 16 t@rDe-

raie Investors,” Mr. Srigan said. "I
the DASE $urme COrpiratiany sould not
consider prrlcipaiing. or made vary
srail vestments becauvte of e
claud of insiability that hung sver the

. LR Gredit when it Bad (0 be renewed

wach year”'

Nagignally, Mr Grogaa #aid, the
tax Crechis iy sapeciad 15 Ul in the
construgtion gnd rebuiiding-of from
12046 1o 113,050 unily & yeal,

In Hew York, the Laxcradic money
witl give & majer Boost o ane of the
ciy'y most successiy low.income
Rousing praduction programai, Since
18T, ihe ciy' Uepariment of Hous

fng Rreseeeanicn and Deselspment |

tas rabuiie mors thaph MA0% aparnt
reenls, and ihe Ex.credil marsy has

said fac about same of the cosi of |

rabuilding about aaeanird of these
apariments. )

Mogi of the unilg have Deen gaeved
ool of abandened buildings ihe Sy

s taken front pwrnrs because 9f 13z

geiinquancies. Of the apariments re.
Bl with Lx-credit monny, 10 per.
cant are sot agide as pasmisent Hous-
ing for homeless pespis,

Tre wax-cradil fAnangiog £3n b
e used fir GPETIINE spnILs, social

gurvices and dav cace. ..

The two groups lan (O AnROUNCR
the mrogram WIth e Fataral Jecre.
wary of Housing and Urban {xvelop
ment, Heary . Cisneras, and 3 sum-
wer of other promunent Demenrais
from New Yurk amd Washingion.
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Tax Credit Is Likely to Spur Mild Boom
In Construction of Affordable Housing

By Loz MCGINLEY
$1417 Reoerter 3 THE Wall SETRERT JOLNNAL
WASHINGTON ~ The rangiatemeant of
‘IR oW AnCome Heusing 12X ArRUL s hitely
o fnel 3 SMEH hoery 10 1DACIMent Lo
qtrucnen. boosumg bullding frsses and
helping UHghtad rasigential Ireas

One adwation of (e potensy of the
ot will come sn 2 news Coniference aere
:pady. when he Naw Yarkpased Lacal
iniganves Support Corp. 4 norprofit
Preup founded Dy the Ford Fouadation,
anncutices plany o us2 (ne l0Wancome
nousing WX CTRQN 10 raise 315 bitlon over
ihe next five years for alfordanie nousing
nrojecis.

The sy wiil gu o Comtmuniy groups
0 serve 43 e squily porusn for deveiop
(g more than 15,000 anrs 10 30 cties. The
3% oredit wax made permanent :n the
August tax bl

Other groups - ranging frem the Enter-
prise Foundation in Columbis, Md. which
ake LISC works ciosefy with grass-rooQ
RTOUDS Lo Mevive urtan ne1gnbor oS, 1
e Nanossl  Assocation of  Home
Syriders - expect the {3X Credit 1) pENRTLS
acuvity in he affordadie ousing market
a3 weik.

Uiy e credat, individualy 456 comc-
PALIORS MAY Peducs (e Faderil X [abil
by Dy isvesnng Iy Tenital projacty for low-
30t modersimpcome peopie. For exan-
gie, (he Nationss Equity Fund. 2 Li5C
affilinie, orgures of For
Culte SOF coMpAtMs Usat mvest i (e

A et Lz Denefily i retum.

(e years, e cTedit has had &
Matwy resiniscent of “The Pertls o Pror
Nes.” daciared Sen. John Disjortr 4
mmont Ragudiican 10 big supporter. [t
with S0PETved Ot & lempLeRry dasis Ik 1988,
then WAB eXtended Seversl umes unul it
axpired tn 1995 But sven with 13 sworaimds
g0 usory, it has Deen sounpongibie (Of
ine geveppment of more than 3 of U
igee-incomae rentad housiag dult ih recent
vesrs. That makes it Oy (ar the govern-
ment’s Jpgest subsidy program for altord
abile rental housing.
" _Akog wuh powsrfif  congressionst

baciers. Presdent Qinton campiigned (0
ke (e TAR CTedit permanent, [t fits wilh
nig idens of using pastic-privaie pariner
sNIpE th MIvE DEODIAME 2t the Commumty
jove,

Now il the credif i3 permanent.
“There's & remendous rush of activity i
BouME tax-credit production,”” sad Paul
Grogan, sreswdeny of LINC, which was
founded i 1579, A S0pPer ik 2 Deltie has
Been removed.”

So far, ondy & senall mmount of LISCs
£1.5 Dulion commilnent Nas Deeh riised,
aut LISE offitiaie aren't worTied. With
comAutments from cOmpaAnies sugh as
Bergahire Hahaway nc. ihe Natoha
Eawity Fund has resed $130 muhon
corporate funce @ just (WO IMOAINS. com-
sared Wity 3223 mmflon for ai of lant
yesr.

For-oroft developers aisc are seram-
SHERE 0 ke sivenisge of thecredit. which
was made retroscive o June (9L Anlsr
the credit expired. “peopie ended ug twid:
diing thewr drambe or trying o desl with 3
{ow Uit scTHDE 1efF over [rom previoud
years,” suid Richard Coldstein. & Wash
SRELON ATIIMEY %0 rYRresents Jeveiopers
s syndickiges of e Credit. “Now thers
wnil e & JL more activity over Ihe aext s1X

16 1 moutls,” PATLY beckuse of (he back- .

iog of projects.

That's goad news for the constxtion
(ncustry ~ sspecially U muiGiamly sec
or, Wit Bas been Iagmng for yean.

“NER e mueh syonger muitifamaly

for e ressainder of U year.”

surged in August, aoted Mr. Carfier. He
saxd the credit sccounts Tor an average o
0,008 Units ity Thal aumber gues 3
Pigh &6 00000 units if rebabulitated umis
e inciuded, acoording W ihe Natoas!
Coutwil of State Housing Apencies.
"still, the crecit doesn't offer unilmuted
opportunitiss. 8y Liw, it 8 eapoed 3L 515

ressons. (B the

T T SR T e ¥ o | ]
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H()us:ing Group to Pump
$S1.5 Billion Into Projects

By Wiliiams F. Powers

Wamtsngico Faac S0l e

A New Yorphased affordable hoos-
ing organization that has helped fund
grojects in Washingron and other 53t
w3 anncunced yesterday it will pump
$1.5 tillion in euuity invastmenty
fronn tajor CorpoTItions inta low-cost
rental housing projects aver the next
fve years,

Fundsd by companies taking ad-
vanmtage of & tax break, tis the g
£32 QrVYRIe iAvesIMent aver Commil.
ted to affordable housing ang
community renewsl, according to the

I nonprofit group. the Locsl Imtiatives
Sappars Corg., or LISC,

LIS said it dows mot yet have dol
iar pledges for proects in specific ot-
ins. But LISC Premdent Paud Grogan
said the new compitment will result
in the cysatioe of & minimum of
35,000 new housing units for poor
AETRans.

*Corporstions are putting share-
hoider capital #t cizk in some of the
most depressed and low-incone
owighboehoods it Americs.” Grogun
s aftar 3 prows conference 3t the
| Whitedsw Motel building oa 13th
Street NW. The Mdtoric building,
© which wis cioeed in the 19701, waa
proed 603 4 mwmszpe apartient
building with an investment from
LK equaty fund.

The cotspanies that invest i hous

ing through LISC —including such o
cal companies 33 Fannie Mas, Freddie
Maic and Signet Banlning Corp.—Dbea-
ofit from & low-income housing tax
gradit created by Congress in 1987
and recently made 3 permanesnt fea-
furs of the tax code.

The tax redit program Sas devel
oped inte the grincipal method of §-
aancing affordadle housing, Earlier
this year NationsBank Corp. set upa
simiiar $160 millicn fund for equity.
investments i affordable housing, 2
program administered through the
Erzerprise Social Investment Corp., 2
subsidisry of the Columiia, Md.-based
Entarprise Foundation, LISC has in-
vested $630 million in affordable
housing i the hast Gve yeary, Gropan
wid :

Companies investing through LISC
receive § return of sbout 18 percent
to 20 percent on their iovestments,
secording to Jogn Labow, the group’s
dirmetty of comMUNICATIONY,

Gzrogan said thess investrnents are

considered *very high risk.” and that

“eorparstione are not bemng down
our door 1o get at {them].” There
have been an defayits yet oo LISC.
fundad prosects, be sail

Ses. George Mitchell {D-\!nne)
and Rep. Dan Rostenkowald (D-01),
leading advocates of the tax credit, al-

50 spoke a2 the press conference, as
did senior executives of several of the

ifrvesning companies.
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No pain, all gain in housing credits

Tmigran maiing a franeial nvestment ‘bat iy the
spiteme of ol responsinility, vet Doasis ah an-
nuaiized retury of 18 percent,

[1's cauded the Nationsl Dquily Fund, & vehicle
thraugh which corpopations large and small can re
cetve ASIAnTEL Credits dgainst their federal ncome
1 labillly by irvesting 2 minwmum of $5000 in
ow-ineoms hovsing

The 1ax crediis are one of very fow fadsral 1ax shel

igre (ot 511 1he books. and they have becoms an indis..

periibie part of the Wiy Azenca Unances new hous-
ing 157 e poor.

The ow Yori-bgud fund, an offshoot of the Local
nitiatives Support Carp, wad founded in 1387, the
vear &21er Congress enacted low-income NOuUsiag ax
credits a3 part of ity pemeral rewrite of s {edersl
mcomedax code. Sinc that fime some 100 corpors:
Hons nave avesied mors Uan %20 mshon, snough 1o
foverage the comsimuction or rehadilbanion of 1500
hausing whits, rmoct of them managed by communiry
based arganizations,

Individesl invesiors Can 1150 oblain lux crecilys, pri-
maridy by investing tuwough private Srokers i for
profit housing ventures. The roie of the non-profit
Eyuily fund 1o 16 LN corporsty America with e

sfforts of sonprofit commmunity.baced groups.

w Chicage, e fund has underwritten srojects
budlt and managed by The Neighborhood Institute,
Hisganic Housing, Voios of the Peapiv W Uptown and
seversl o\er establishad orgasuzations.

Bt untd now S Bas T ¢ gaggidag pivliun
that Congress had been senswing e tax sredit cnly
frore ol 16 voar TODpEnioe KIew 0y QIven vears
investmen! wis good for 15 years but “hey didnt
know whether ey oould mare & samilar investoen
it the Hillowing yesr.

That's ¢ prodiem no jenger, The (ax sredit was
maife peraanent 5y Congress enlier s yosr, aad
on Wednesdsy tha National Equity Pund ceishruted
by ieking off & fveyrar, $1 8 silllon investoens
cazzz;aigw. i the goal iy reached it would be e ns.
tion’'s higgest-ever private sector invesiment in
COMMWLTY-DANG GIDAN TeliewRl

Companies such i3 Berkshire Mathaway and Bank
of Aseeicn have siready signed up. More iformation
cas be oMained Yom the furd in Nsw Yoerk it il
4359890, or by coniac & similar arganization here,
she Chicage Equity NUTUIZHB

Tt not often you ¢an o e mght wing with an 18
parcent raum,
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The funding is from
corporate investments,
Nonprofit groups will
build or rehab 1,200 low-
income units.

By Any 5, Rosenterg
INQUIREZ STAFP % K1T3E

Nonprafit  community groops
throughowt the city will share 310
milliol In corpermte investmietis
oveer 114 next five years to build and
repair ot leam 1,200 unlyy of low
iscome reuinl housing. )

ity officiale ssy *be wmluson of
corporate Jupport will ctably com.
munry groups 10 double 12eir capass
1ty 10 cToRIE [OWIRLOME TRGIRL YRS,

The snsouscemant was mads g”
erday Uy the Local [nitative Jup
port Carp. (LISCH. » panonsl ofgant.
sEiion  that  chazmel  corporsie
inverrment fuzds into sffordable
Bousing 1 disressed  neighbor-
Boxds,

The 3100 muillon commitment is
part of & $1.3 billlon. Hvevenr o
tonial  invesmment &0
sounced e waek DY i i
affliate, the National Bquiey Mund,

Tua privite  Dvestlnl  was -

myted by Cotigrets’ petBiasant
ggmu of she fataral lowincome
&Y credit, s of President Clinton's
budge: peckage. [n the eight weeks
tince, & sumber of BAOKS &5d 2OIPOY
rations seross the nsdsog have in.
fv;:wd $125 autlion in NEFy 1993

ud. ) )

The tax credit program  aliowy
COmpanies 10 racaive & Etwdit 00 cor-
porate taxes i exchange for nven-
1ag 13 Iha consuruchion of Febabilite
tton of affordable resial Doumag.

That it arn. BA2 lod 1O Daftler
shipe jovolving communsty-hased de
velopers, jocal corporations. gancaal
foundations and publie funding tv
create sffcrdabie Teatal Routizg

~affordadle howxing units sre dut
2 catilywt and a5 &ncZot 10 fedevel

4 WA

LT

$100 million slated
fer city rental units

Lo AOUSIME fgm B
apifg the aadon's asighborkoods”
id Doug Guzdurte of the Natiossl
Eguity Fund, Taix (3 tebu
communities iy addition 1o reduil
ing Bounng”

ME¥or Rendell - who testified {2
March in Wabingron in ruppert of
thé X <redit w pratsed the iocal
pierke 1hat have contribured 2 towl
of $8 miilion 1o the NEF — Melics,
PNC, Maridiss apd Fidelity Banks
J%The more mondy we invest 1o
caffy, e more we Wil got BAkoLA
¥ Risdell suid. “You soe what qlalk
ey Beuatny meanss (o panbies Hves It
gi‘:’u ‘them 4 wense o7 dignity and
” "

Jemes MoMaznie, yeRI0] vice prast

dans-.of e Grester i
Chiambdar of Commerce, said e 3100
oTHitos nrestment was & step 1o
wird balancing e Drivale secinrs
srmitment 1o Centef TIty with i
sompdthent to developiig e cilys
aéigh dayhooda.
“in, Philsdelnhin, the Namoan B
uitr-Fund invered S50 million. e
twoad Septitiber 199Y and March
1993 fof 13 ootamunity devsiopmant
setporktions o uoe 414 unite of
retordabie The toral oot of
thosy 414 unity war $40.3 million.

‘Crmmunity lesders who aftedded
FASRLdAY's ADROURTEISAL! sald ke
privets investments siade potsible

brv-ihs % credit m Werd ST
cial. vo.ihelr offorts &t revitaiivizng
aeg o ioods,

city disoributes abovt £3¢ mil-
liog, 6 yesr 10 fedaral Commusity

Davelopment Block Grant monay o

the nonprofit groups

“This 1z cur day.” said Sreve Cal. :

berwon, director of the Philadeipsis
Associatioh of Community Develop-
ment Corporstions, which repreo
sents A0 aughboerdood groups that
have grows B0 Bohprefit housing
deveiopars,

"R it impossible 14 Fveremphasize
the 1m?°maﬂ. of ?ﬁ\’&tt invesT
wmant to our #ffarts (o reduild qur
neighdorhoods.”

Babiys Bowans, the project devels

gper for the Women's Community ;

Revitalization Proiec:, whish nseg
NET invemymen® ® dulid Vilan.

£

ueva & UNIL lowiBoome refitdl -

deveiopment at Seventh aud Somer-
m&‘m plany a sooond shase of 30
:

"The tax credit grom really &
the only program that mayes & poki
ble 10 do large sumbers of naw oun-
srasdon uside” she mid

“Ihe CDCs ¥t sround the 1abls
row with banhers, {sundations. cor
perations and city snd state £nd wxy,
‘How 4o we gt the misson scsom.
plished? = sad GQuiiisrmo Salss,
pretident of the Hispanic Association
of Conmrscrars and Enterprises
gFACS)‘ "Ratore, we wars laft out of

£ Process.”

HACE bullt e Teusnit Villas de
Hace, e fIrer Sew constraction in
the iast i§ yoars in ihs Ludlow neigh-
worhood of Norh Phijadeizhia. Saias
sxid he i3 plagning an Siuntt Villas
de Caribe on Alleghany Avanue,
near Hancoex and Mascher Sireets,
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Low-lncome
housing likely
to grow here

$y LOK WEISBERG
Stast Water

San Miego Coumty s dwindling supply of
lawACume NOUBDE COUIE txpAnd BY 8
maoy a8 700 umis ag 4 reault of an expec
red nfuson of $50 million i tarperite
\AvEstraenis ovee the aext (v years.

In 12 sanouncemant 1o be mad? loday, 3
Maor COmMmunity daveipment organuas
non has piedged (o rase 3350 rmidlion
statewide Lo g0 taward the renovilien snd
canmeyetiga of affordable housing.

The money & being made posebie
shrough tax credile offared Jy the ieders
government 10 dumitINs Ihat nvest in
igweingome housing.

For San DiegoCuunty's neaprofit organe
ZAL:ORY, o A CONEEBL struggie 1o find
scarce housing dotlars, the dew investmant
funds will e 2 boon 10 Projecis,

“Without ths Kind of meney, these hous-
g praisete wiil not come 1o fnuitiaa.” sud
Mathew Jumper of Ssa Diego [nterfaith
Housing, which hopes 1o duld 77 units of
jows-nctne  housiag @ Mission Yaliey.
“he largest aource of funding for atferd.
shie housng Pemtal projects i the tax sred
it. We oersautly 400t Nave Another source
of mondy m inderal, locai or state level that
could repince that money.*

*he S0 milllon: that is expictad (0 come
ta San Diego County will ba raibed through
ihe Califorsia Bquity Fund. an &rm of New
York City-bhsed Loeal laiuatives Suppent
Corp. The New York group 18 conrdirating
(e overall sffort (0 raise Corporate énlisly
1or uffardable howmng-

Local Initistives Support Corp. i the
natice's JArgest community deveiopment
support crgsnsation. 1ty officials st the
anticipated $350 mislion (8 statewide fund-
i wandd not DRve besd rnnhh without &

change for an wvesument i the comiesc
tion o Tenmovation of affordaple rentu
heusing.

The tax credit was made permensn:
f;: mmig pasned fedarai dudger pacx

1o the past, (e tax cradil was 4 yesr-to-
yeay thing banpog by & thresd.” smd Pyl
Grogan, prespdent of Local Initatives Sup-
pors Carg. “For the first time. it hay been
‘mad® permanent Sad that gives us an Op-
portumty to plan shead and pive potential
investors » sense of incressed stabiiity.
This is 3 sigulicamt expanmon of waat
wg've been Eble 10 46 in the past.”

Wiile Uie carporatios was atie 1o thise
$620 mulion nauioawde fof lownncome-
Nouming Projects over s at five years.
now expecty td ateract 1.8 bullion i zorpu
rate investmenie ovar (he next hive vears,
Grogan said.

in Sen Diego County. the lgw-nesme
houaing tax credit haa been respongible for
1.134 sauts of affordadle heusng suwe
1987, Housing thst is deveioped under the

must be affardable o Jamiies
sarrung 30 percwnt or lesa of the medan
income, which in San Diego ix $43.300 2
year {or & (amsdy of four.

Juznper siid e hopes Lo get $3.4 aullion
froem the Californis Equity Fung to e
fAnance Me 38 million housing projeet.

Whils there undoubtedly wii 3 long st
of sifocdabie ousing prowcts ewmting the
amw CApUAl, iocsl govarnmental dgencies
Kiso MUBl be Wiling 10 Mep forware win
mtching Dousing dollsry. warned Aure

‘Wilson, am director for he Sorpory
tion’s San office.

“If Saxx Diege wants to attrkct that $50
million, local govermument has (0 coms 0
the table sod werk with the nondrofits in
support thase projacts,” Wilson sad. “Thie
woney And these jobe tren't gong 10 Tome
sutomaticaily to San Diege.”

San Dinge's city Housing Commizsion
more than wiling to auppart leual
promwcts, insisted Setsy MU, 3FEHMAD;
“sgacutive direstor,

*Most of the go%m that kave gotten
tax credits Diege have iie g

from oo Mousing Commisson.’
Morms amd, “We'va worked togather coop:
srauvaly i the PaRt and asticpaie duing
this is the future. The Dottoun ling is we r2
dalightod 1o RasF TREPR' ¢ & Ahtuemitonans o
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i AFPFORDABLE HOUSING RISR-BHARING PROGHAM

One way to increase the ability of low~income fanmilies to
purchase homes is to combine the resources of the private sector
"and the federal government., Discussed in this paper is a
legislative proposal which unites the strengths of private mortgage
insurers {MIs)} and the Federal Housing Administration (FHA) ¢to
broaden the base of people who can becomg homecowners. It proposeas
to establish a pileot mortgage insurance program that will earmark
$20 pillion of mortgage money, over a threse year period, to low-~and
moderate~income families,

Combining the capital resources of FHA and ¥MIs will bring much
more neaded capital to a traditionally underserved market. It will
increase the overall market size and market penetration, reaching
more borrowers than would be rgached by the two acting
independently. It offers greater flexibility than the existing FHA
program by allowing lenders, insurers, and investors to work with
leocal aommunxty groups to design a program that meets the local
needs. FHA:will benefit in two other important ways -- the program
will reduce its costs because MIs will be assuming one-half the
risk and administering the program and MIs’ risk nanagement
expertise will ensure that these loans are delivered prudently,
efficiently, and effectively.

Tha wvery low down payment on loans originated under the
program will increase the risk of default, but the program can be
successtful if borrower counseling is required and all parties to
the transadtion work together,

Elements of the Risk-Sharing Erogran

Undar the proposal, MIs and FHA would insure loans with a $7
percent loan~to-value ratio (LTV) for families earning 100 percent
vf area median income or below. Because under state law MIs cannct
insure lgans with greater than a 9% percent LTV, a federal
preemption of state law would be sought for loans insured under
this program only. Thirty percent insurance coverage would be
provided on these lcoans and FHA and MIs would split that coverage
evenly -- each insurer would cover up o 158 percent of the loss.
These loans would be available for purchasse by Fannle Mae, Freddie
Mac or any institution which purchases conventional lecans. From
FHA‘s perspecitive, the program would be part of the Mutual Mortgage
Insurance Fund.

MIs’ underwriting guidelines would be used under this progranm.
The guidelines would be similar to the ones used in the populay
Community Home Buyers Program, but MIs and other participants in
the mortgage market would be free to develop new, creative ways to
reet the needs of low-income people. Because pre- and post-purchass
counseling have proven to be s¢ sucgessful in ensuring that
families remain in the homes they buy, it would be regquired for all
leoans originated undsr this pragram‘

i
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This program would operate the way reinsurane prograns
operate in the private sector., The MI would act as the lead
insurer, administering the program, developing the underwriting
guidelines, collecting the premium, and disbursing the claim. FHA
and the MI's role is discussed in more detall in the next section.

The premium charged to the borrower would be equivalent to
FHA’s existing premium, and FHA and the MI would split that
premium, net of ceding commission, evenly.

Two premium plang are said toe be "equivalent" if their
application to a pool of mortgages with an assumed runoff rate
results in lifetime premium streams with equal {or nearly egual)
present values. This is illustrated in the example below:

! __Preniunm Plan A Premium Plan B
: {3} (2} {33 {132} {3} {4} (1) (2) (3}
. Pregent
Gutstand., Value
, Pool Factors Premium PV Premium By of |
Periocd Balance {£ 10%] Rate Premium Rate Premium
1 100 1,000 160 bp 1, 000 65 bp 0,650
2 a0 0.909 50 0.409 6% 0.582
3 80 0.826 50 9,330 &5 0.430
4 70 0.78L 50 5.263 &5 $.342
5 60 0.683 50 0.205 65 0.266
TOTAL 2.207 2,220

In the example above, for the assumed runcff rate and
discount factor, the two premium plans would be said to be
*aguivalent” over the five year term illustrated since the present
value of the two premium streams are equal (2.207 versus 2,220},

It is necessary to charge a premium eguivalent to the existing
FHA premium even though the insurance coveraygse would be 30 percent
{and not 100 parcent as under the existing FHA program} because all
the loans -would have very high ratios. The result of this fact
would be a high-risk portfelio of loans.

Like many of the other aspects of the program, the individual
MI would decide whether the premium is financeable. Under state
law, the premium could not be financed if the dombinéd LTV is 97
percent {presuming, of course, that state law is overridden to
permit MIs to insure loans with an LTV greater than 95 percent).

Attachment A cutlines the elements of the risk-sharing program
and Attachment B compares it to the existing FHA program and the
Community Home Buyers Programn. HNote that all ©f these existing
programs would remain iIn place if the risk-sharing program were
approved. The risk-sharing program would be in addition to these
programs, not instead of thenm.

* 2


http:p~m.i.Ym

Riszk-gharing Similar o Reinsurance. i

The proposal is based on the aana&pﬁ of reinsurance that has
long been  prevalent in the ;n&uranaa industry. Under this
reinsurance program, both insurers 5hara the risks and the profits
egqually. The "lgad insurer admznzst&r& the program by making the
underwrztznq decisions, coliectinq thaipram1um and remitting the
reinsurer’s portion of the premiunm, as&astlng in workouts, tracking
delinquencies, setting reserves, disbursing the c¢laim, and then
recovering from the reinsurer on a regular basis. In effect, the
lead insurer would do all those things Imortgage insurers normally
do today. The lead insurer also provides periodic profit and loss
statements and makes appropriate disbursements to or collections
from the reinsurer.

Under the risk-sharing proposal, the MI would be the *lead”
insurer and, thexefore, weuld devalop tha undervriting guidelines,
¢cellect the pramiﬁw, and handle the claims. The individual MY would
work with the lender, investor or borrower to mitigate the claim.
If the property went into foreclosure' and the MI chose to take
pessession, it would handle the property disposition. The MI would
send the income 1o FHA or cvollect the amount of the claim for which
FHA is responsible. Since the MI would do all the administration of
the program, it would receive an approprlate ceding premium for
operating expenses, which is customary | in reinsurance.

It is important to note that in tha risk-sharing proposal, as
in a reinsurance. arrangement, both insurers would have egual
amounts of capital at stake should the loans go to claim. This
means that both insurers have an egual 1n¢ent1ve to ensure that the
family is purchasing a home it can affaré.and, if the family ghould
run into trouble, of working to mztlgat& the loss to both insurers.
An extra advantaga to FHA by having the:'MI be the lead lnsur@r, is
that FHA will benesfit from the MI's extensive experience in working
with borrowers and lenders to resolve financial problems.

Any MI that is licensed as a mortqég& insurer and approved by
Fannie Mae and Freddie Mac would be eligible to participate with
FHA in the type ©f risk-sharing arr&ngam@nta outlined above. FHA
would decide what programs and MI aowpania& it wishes to work with
on an individual program basis. MIs would be monitored for
financial soundness and operating effiax&nay in the way any lead
insurer in a reinsurance arrangement is monitored by the reinsurer,
A third party can be appointed by FHA to monitor an MI.

Advantages of the Risk~g8haring Program!
|
The program pravides many advantagég to low~income borrowers,
lenders, investors, and insurers. This program will help bring loww
income borrowers inta the mainstream of mortgage finance, enabling
them to obtain more competitive interest rates for msrtgages; The
interest rates on loans originated under the Community Home Buyers

3 §
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Program are at market rate or below and MIs have no resason o
believe that this will not ke the gusze with loans originated under
this proposal. Batween 2.5 million and 5 million more families
would be able o purchase homes under] the proposed risk-sharing
program than otherwise might not be ab%e to afford to do so.

Low-income borrowers also will benefit from the flexibility
built into the propoesal. By not setting underwriting guidelines in
legislation' or not requiring that they be set by a central
authority, programs can be developed £o meet the special needs of
a partzcular community. In recent years, lenders, investors and MIs
have worked ‘with local community groupsito find creative sclutions
to the housing affordability probiam, These programs have put
families into homes they can afford to stay in. The risk-sharing
proposal enables all players in the mortgage market to continue to
work to find these creative solutions, to the ultimate benefit of
low-income bhorrowers. !

I

Lenders and investors alsgso will find advantages to the risk-
sharing proposal because it will enable them to meet thelr
Communiity Relinvestment~type reguiremenis in a sounder way. The 30
percent insurance coverage will minimize the loss to the lender or
investor, should default ocour. The careful underwriting (including
pre~ and post-purchasing counseling). will broaden the base of
potential home buyers and ensure they jare buying homes they can
afford to keep, !

HBoth FHA and MIs also would find the program beneficial, MIs
have a proven track record of designing affordable housing programs
that put famillies into homes, without zasing noney for the insurer.
Hore of these programs will be avallabla if FHA and MIg share both
the risk and the profit. Egqually as important to FHA ig the fact
that the MI would administer the loans in the risk~sharing program.
FHA's resources are limited, so it is |[difficult for FHA to work
with borrovers to ‘mztzgate logss or to gquickly and adequately
dispose of property in foreclosure. xlsghaVﬁ the trained parsonnal
to perfarm these functions. In add;tznn, MIs have experience in
helping community groups counsel pra@p&&tiva low=-income borrowers.
FHA would have the benefit of these resources without having the
cost of developing them. FHA would have littie administrative
duties other than engaging a third party to meniter the financial
soundness of the MI. |

|
pudget Impact of Risk«8haring Program l

Another positive aspect of the risk-sharing prepesal is that
it can be done without a budgetary impast to the federal
government. Under the existing FHA program, FHA covers 100 percent
of the loan amount when default occurs and takes title to the
property after forecloesure, In addition, FHA has an "assignment
program” in which lenders assign leans |to FHA to work out if the
borrower is in default. The existing FHA program presently has

4




40,000 homes in foreclosure and 68,000 homes (projected to increase
to 91,000 in twe years) in the assignm&nt programn.,

The risk-sharing program would not contain these costly
aspects of the existing FHA progran. First, FHA would only be
covering 1% percent of the loan amount so that the level of FHA‘’s
losses on any one claim would be significantly smaller. Second, the
MI would be working with the borrowers who are in default and would
manage the property 1f the MI chose bto take title to it after
foreclosure. The MIs would receive a c¢eding premium for the cost of
these administrative functions. Pinally, FHA would benefit from
being a partner with a private insurer who has capital egually at
risk as FHA’s capital and who has ja histeory ~of developing
successful affordable housing programs that put low-income families
into homes, with low foreclosures.

Legislation Needed to Implement ?xagxag

Legislation will be needed for most aspects of the proposed
risk~sharing progran, Firvst, a federal override of state laws which
prohibit ¥is from ;nsuring 1oan5'w1th greater than a 95 percent LTV
will be neaded. It is also possible that a federal override will be
neaded to designate FHA for state law purposes as a reinsurer and
the reinsurance as admitted on the atatutory financial statements.
In other words, MI$ will want to receive c¢redit on their financial
statements for the part of the risk reinsured by FHA so that they
would not ke required to dedicate capital to the portion of the
risk covered by FHA, This would be particularly important if the
program were extended beyond the pilot stage.

Federal legisiation also will be required to enable FHA to
participate " First, since authorization for the insurance is vested
in the Secretary, legislation will be needed to zallow MIs to
endorse loans for insurance and take other action on behalf of the
Secretary. Although the Secretary is glven considerable latitude
and discretion to prescribe terms of the FHA insurance program, &
number of provisions in the risk- sharlng program appear to reguire
legizlative approval. These include the lsvel of activity proposed
under the pilot program, the zncnmé limitation, the shared
insurance coverags, the premium split, tha program adminigtration
by Mls (i.e. premium collection and claim and property disposition)
and the MI "ceding" premium for operating expenses. There may also
he other aspects of the program that need legislation to implement.

Conclusion

Comhining the strengths of the federal and private mortgage
insurance programs will ultimately benefit low-income borrowers.
The expertise the private mortgage insurance industry has in
developing affordable housing programs and the broad rescurces it
has to continue to do so successfully, will broaden the base of
people who can become homeowners. By structuring the risk-sharing

5
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program so that there will be flexlb:l.llty to work on a local
community level, more families will be able to buy homes. This
program truly "relnvents" government because it enables the

government to reach into communities to meet their particular
needs.
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J. The loan would be a conventional leoan that could be held
in portfolio, or scid to ‘”anm& Mae or Freddie Mac or any

ether conventional investor,

2. The typas of loans eligible for this program would be
similar to loans eligible For the Community Home Buyer’s
Program, but would not be rastrmtad e anly those loans. As
individual MIs Adevelop new pr:aduc:ts that are designed to put
low=-income people into homes w:x.t:h less down, they also would
be eligible for this risk-sharing progranm.

3. The individual MI’s underwr:.mng criteria would prevall,
and pre-purchase and post-purch ase counselling of the borrower

would be necessary. z

4. The method of determining the loan~to-value ratio would be
caloulated the way MIs calculate gi*::‘

5. Toans with a loan-to-valus r& ie of 37 percent would be
eligible for this program. In crder for MIs to insure loans
with a ¢7 percent loan-to-valus ratic, a federal override of
state law that probibits ¥Ie from insuring loans with greater
than & 95 percent lcan-tc—valuai ratio,  would be sought.
Hovever, the federa) override would be for leans in the risk-
sharing program only. It would nat: apply o other lecans
insured by MIs., In addition to 87 percent loan-to—value ratio
lvoans, loans similar to the ones el:u;:z.bla for the Community
Henme Buﬂar $ program also would be'eligible for this program.
For thesse latter type of loans, | two percent of the down
payment can come from outside sources, while three percant
must come from the borrower. The twté percent can be a gift
from a family member or a community group. Funds from the HOME
program, initiated in the 1950 housing legislation, could also
be used for the additicnal two pem;:eﬁi‘: down pavment,

&. Phe maximum level of insurance coverage would be 30
percert. FHA and the MI would divide the risk evenly.

7. FHA’s existing premium essent;gally would be charged for
this program. However, federal Legz,slat:ian wonld be sought to |
enable the insurer to charge a pmmmum ne greater than an
amount equivalent to FHA's exzsting premium for loans in the

risk~sharing program. !

8. The MI would receive a percentage of the premium as the
ceding premium for the cost of t..nde*wm.t:.nq and administering
the loans. The remainder of the premium weuld be split evenly .

by FHA and the MI. |

9. iny borrowers earning less than 100 percent of zzzedzan
income would be eligible for the program. .




10. The MI would handle the claims and seek reipbursement
from FHA and FHA’s portion of t:hei claim,

11. All existing FEA prograns will remain in place and thus
the new wisk-sharing program will supplement the existing
prograns., ;

12. Individual MIs will determine whether FHA‘s existing
premium zan be financed.
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ATTACHMENT lB

AFFORDABLE HOUSING RISK-SHARING PROGRAM

Level of 30%; FHA & MI will 0% 2%
Covernge split the insurance :
claim evenly
. £
Premium The equivalent to 3% upfront w:iéz Retermined
FHA’s sxisting 3 Sbp m&w&i premivg by Mi.
premium, FHA snd MI over s mzwim of years
will split the premivm, depeading on m initial
act of & ceding promiums. Ly, Ugﬁmz prosman will -
decline 0 2.25% on 141794
LTY 97% on lpans without Lasser LTV of () 87.75% of $5%; 3% paid
capitalization of tha bouss price, excluding closing by the borrower
premuium. costs, for hz;ms over $5G,000  and 2% paid by
and 53.73% fnr homes wader third party. LTV
$50,000 or {u) 97% on loans caloulated the way
under $50,000. otherwiss 97 % M caloulats LTV
of first §25,000; 95% of amount
between 545,000 and $125,.000
and $128,000 and 9G% on
amount sbove $125,000
MIs will establish FHA determines MIs & Fannie Mao
wnderwriting guidelines underwriting guidelines developed underwriting
which meet the peeds of ' guidetines designed
low-income pecple | to weet the needs of
% : low-income peopic
7 100% of arca median In high cost nmLs, 100% of median
, incowse or below the lesser of 95 % of ares or below
mediaa-house ppce or 15%
of the 1993 leddie Mic ligmt
Guarantox/ Faanie Mas, Freddie Ginnie Mas Fapnis Mae
Iuvestor Mac or other purchaser
of convengonal logna :
%
Administrnion M would administer FHA E Mi
uf program entics program with '

quanterly repocts sent to FHA i

o e
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: FHA Bingle~Family Program

The MNMortgage Insurance Comp&nlas of Anerica (MICA) is
concerned with purported plans by the Admlnlstratzan o raise the
lean limits for the Pederal Housing Administration’s single-family
nortgage insurance program {(FHA) and to roll back some of the FHA
reforms Congress enactsed in 19%9¢. WwWhen the FPHA reforms were
enacted, FHA was losing about $1 million & day. MICA helieves it iwm
inappropriate to wake changes which direct FHA away from families
who need it the mest or which undermine its financial integrity.

FHA has been movmng away from its Historlc‘mlsgzon of servxng
low~ and moderate~income people Attachment A provides the price of
a house that the family earning median income could afford to buy
from 1971 through mnid~year 19323 and FHA’S ioan limits for that
pariod It clearly shows that 20 vears ago FHA was sarving median
income people, but that slowly it has maved away from that mission
as its 1loan limits have increased. Attachment B provides
information on homeownership rat&s[ by income categories.
Attachment € provides hamecwnershlp rates by race. Together these
charts show  that lowar income and minﬂrlty families have made
little or no gains in homeownership in tha last 20 vears. Proposals
to raise the limits to 95 percent of area median sales przae will
only exacerbate this trend and do nathznq for lower income and
minority families strugqllng te buy first homes. Lowey income
people do not have the income necessary to make the monthly
payments on such expensive homes. §

Raising FHA’s loan limits also c<ould hurt the program
financially. 'Attachment D indexes the alalm rates of all loans with
a %5 percent loan~to-value ratio 1nsurad by private mortgage
insurers from 1981 through 1990 that want to claim as of year-end
1992, It c¢learly shows that claims &tart to increase as loan
amounts go above $125,000. If FHA were to be given authority to
insure higher balanaeﬁ loans, beth the nuzber of claims would be
higher and the severity of loss on any Qﬁ& claim would be higher.
tnlike private mortgage insurers, FHA covers 100 percent of the
loan amount so that if a $200,000 loan| were to go to c¢laim, FHA
would owe $200,000 on just that one clain.

MICA also cautions the Adwministration not to hurt FHA
financially in an attempt to simplify lts down payment or premium
structure. FHA’s 1992 book of business ”T which was the first book
to be fully subject to the 1390 reforams -- is the first book of
business projected to be cash sufflcient,ﬁince 1878. If appropriate
down payments are not maintained or the gx&%z&w is not adequate to
cover the risk FHA insures {keeping in nmind the fact that FHA
insures 100 percent of the lcan amount whereas private insurers
generally insure 20 percent to 25 percent), then FHA could face
financial insolvency.

Attachment E illustrates the importance of ensuring that FHA’'s
“down payment requirenents are adequate. It provides the history of

3
1




FHA’s down payment requirenments and default rates. When FHA’s down
payment ryequirements were lowered, its claim rates increased
dramatically. Attachment F alsc provides a history of FHA's down
payment requirements.

MICA urges the Administration not to direct FHA away from
families. who need a government program| to help them achieve the
drean of homeownership, MICA also uvges| it not to take steps that
could deopardize PHA financially. We want to see a gtrong FHE,
serving low- and moderate- income families.




ATTACHMENT A

FHA MORTGAGE LIMIT VS. HOUSE AFFORDABLE

160

TO MEDIAN INCOME FAMILY: 1971-1993
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Percent Homeowners -

| ATTACHMENT B
Percent Homeowners By Household Income
' 1974, 1981 and 199
-~ 100% ‘ . — 20% | [gom
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Household Income (1989 Dollars)

Source: Joint Center for Housing Studies

of Harvard Univerally, 1893 B2 1974 774 1980 7%

1991 Percent Distribution of Households
By Income Level (1989 Dollars)

$50,000 and Over (19.8%)
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ATTACHMENT C

HOUSEHOLD HOMEOWNERSHI!P RATES BY RACE
THIRTY YEARS OF CENSUS DATA (1960-1990)
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MiINIMUM CASH DOWN AS % OF HOUSE PRICE

ATTACHMENT E

FHA CLAIM RATES VS. MINIMUM CASH DOWN
FOR PURCHASE OF MEDIAN EXISTING HOUSE

20%
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ATTACHMENT F

SINGLE FAMILY MORTGAGE INSURANCE LIMITS AND DOWNPAYMENT REQUIREMENTS
FOR FHA : 1960 - 1992

;
1960 : Maximum Mortgage of $22,500 : Minimum Downpayment of 3% of

first $13,500 of appraised value, 15% of amount between 513 500 and.

$16,000, and 30% of amount in excess of $16,000.

1962 : Maximum Mortgage of $25,000 : Minimum Downpayment of 3% of

first $15,000 of appraised value, 10% of amount between $15,000 and
520,000, and 25% of amount in excess of $20,000.

1965 : Maximum Mortgage of $3¢,000 : Minimum Downpayment of 3% of

first $15,000 of appraised value, 10% of amount -between $15,000 and
$20,000, and 25% of amount in excess of $20,000.

t

1969 : Maximum Mortgage of $30,000 : Minimum Downpayment of 3% of

first $15,000 of appraised value, 10% of amount between $15,000 and

1 $20,000, and 20% of amount in excess of $20,000.

1971 : Maximum Mortgage of $33,000 : Minimum Downpayment of 3% of
first $15,000 of appraised value, 10% of amount between $15,000 and
$25,000, and 20% of amount in excess of $25,0040.

1975 : Maximum Mortgage of $45,000 : Minimum Downpayment of 3% of

first $25,000 of appraised value, 10% of amount between $25 000 and
$35,000, and 20% of amount in excess of $35,000.

1978 : Maximum Mortgage of $60,000 : Minimum Downpayment of 3% of

first $25,000 of appraised value and 5% of amount .in excess of
$25,000. TIf appraised value is under $50,000 minimum downpayment is

3% of appraised value.

AFTER 1978 THROUGH 1990 MINIMUM DOWNPAYMENT REMAINED UNCHANGED FROM
1378 LAW BUT MAXTMUM MORTGAGE AMOUNTS ROSE AS FOLLOWS:

1980 : $67,500

1982 : $8%,775
1988 : $101,250

1990 $124,875S

In 1991 the minimum cash downpayment was raised by an amount
equivalent to 43% of closing costs on the house. That is, the
existing downpayment requirements remained unchanged except that the
borrower could only financed 57% of his closing costs. This
administrative change by HUD was rolled back by Congress effective
October,1992 so today 100% of closing costs are financed. :

1993 : Maximum Mortgage of $151,725 : Minimum Downpayment of 3% of -

first $25,000 of appraised value, 5% of amount between $25,000 and
$125,000, and 10% of amount in excess of $125,000.
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June 25,

Mr. Bruce Reed

Deputy Assistant to the President
for Domestic Policy

Room 216

014 Executive Office Building

The White House

Washington, DC 20500

1
Dear Bruce:

1993

ENTERPRISE FOUNDATION

.Dor""h
?\s

Enclosed is a memo prepared by a program
director here at Enterprise which follows up on our
discussion of a program to support lease purchase

of publicly owned housing units.

I hope this is of assistance to you in

developing this concept.

Please do not hesitate to

call if there is anything else I can do to help in

this process.
I

' Sincerely,

!l Coee

Paul Brophy
Vice Chair

Enclosure

cc: Sheila F. Maith
]
H

!

500 AMERICAN CITY BUILDING, COLUMBIA, MARYLAND 21044

1
|

410/ 964-123¢0
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: ENTERPRISE FOUNDATION

: June 25, 1993

i
Ms. Donzia Strong
Senior Policy Analyst
Office of Domestic Policy
0ld Executive Office Building
Room 224
The White House
Washington, D.C. 20500

Dear Donzia:

Enclosed is a short memo which I have prepared
which explores the idea of a lease purchase
program. As you will note from the context, HUD
currently administers a program to support tenant
purchase of public housing units. This explores
the concept of using RTC, FHA and other units for
the same purpose, with the addition of a tenant
transition component.

Copies of this memo are being forwarded to
Paul Dimond and Bruce Reed, at the request of Paul
Brophy and Bart Harvey.

1

As I indicated before, I welcome the
opportunity to work with you on this idea. Please
give me a call when you have had an opportunity to
review this and the background materials which I
forwarded a few weeks ago.

i Sin

1 1P
Sheila F. Maith
Program Director

rely,

Enclosure

500 AMERICAN CITY BUILDING. COLUMBIA, MARYLAND 21044 + 410/964-1230

!
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N”S CART Initiative

Congregations And Residents Together (CART) is an economic development initiative

which utilizes the considerable presence and leadership of neighborhood religious institutions
to develop businesses in the African American, Hispanic and American Indian communities F
in Chicago. CART is designed as a not-for-profit corporation organized to assist |

communities in identifying those businesses and services they need, and then securing those
services. ’

CART was incorporated in September 1992 and now has a central board of 26 religious.

leaders from throughout the metropolitan area. National Conference of Christian and Jews
(NCCJ) currently serves as the administrator for the CART Initiative. -




CART is not-for-profit corporation which has the City of Chicago divided into twelve major

neighborhood areas, each of which is represented through local area councils. CART identifies
community business needs and funds the acquisition and establishment of those businesses through the
use of public and private funds. These businesses are owned and funded by CART until they are sold to
neighborhood entrepreneurs who will have operated them for a number of years.

The CART Board of Directors is made up of religious leaders from throughout the metropolitan area.

The Board has ultimate responsibility for the daily and long-term direction of thé CART initiative and
oversees the operation of the twelve CART area councils.

A Local Religious Area Council (LARC) represents each of the 12 separate neighborhood areas in

Chicago and is made up of religious leaders from that area. Each council solicits, views and
recommends possible economic initiatives for their area to the CART Board of Directors.

CART Enterprises is a limited partnership which develops, staffs, and manages the start-up businesses.
This is the business arm of CART which is responsible for hiring and training community residents to_
-work at CART businesses:—All CART Enterprises entities pool their 'assets and profits across the city.
This structure allows them to enjoy the benefits of central financial reporting systems, business
planning, unified advertising, and, where possible, central purchasing.

Finally, residents from the community are hired and trained by CART Enterprises to manage and staff

these CART businesses. Afier several years, these entrepreneurs may acquire these businesses from
0>w,ﬁ m::am m_.oB Eomo mm_nm are 5@5 m<n__mc_o mOa :oi mBEm:_o:m 3. OZS,




NM« CART Initiative (Cont'd)

The CART Economic Initiative is a comprehensive program designed to revitalize economically blighted

and disadvantaged urban areas of Chicago through the establishment and overhaul of small, primarily retail §
oriented business, in those communities. CART, which stands for Congregations and Residents Together, |
will be guided and driven by a coalition of religious institutions and community residents organized in a }
not-for-profit corporation which wiil divide the City of Chicago into major neighborhood areas which will |
each be represented through local counciis. The CART Board will then identify the community's social §
service, housing and business needs. CART will designate and fund the acquisition and/or establishment of |
those entities that will best meet the community's needs Eno:m_. a tax-exempt bond issue of approximately §
mmo million.

2 Zo?mo_...wmomn corporation organized to nas.uoo and revitalize inner city-neighborhoods. -

= Consists of 12 separate neighborhood zones, each represented by a local council.

% Will identify community needs and assist in the economic re-development.
!
@ Will initially own CART funded businesses until they are sold to neighborhood entrepreneurs who will
_have operated them for a number of years as managers.




NN& CART Initiative (Cont'd)

& A limited partnership SE_mnbm of a general partner (identified here as ABC Corp., a woa unformed
Illinois corporation) and a limited partner which will CART.

@ The businesses will be developed, staffed and managed by CART Enterprises, a limited partership,

which will be responsible for executing and implementing the general social and business initiatives of
the CART board of directors.- -

B CART Enterprises will be responsible for identifying and developing business opportunities in the

various CART areas. It will work closely with the CART board of directors to analyze community
business needs.

@ All CART owned businesses will be managed and staff by CART Enterprises which will implement

central purchasing programs and where muu_.oﬁ:mﬁ financial reporting systems, business planning and
unified advertising.

d All operating proceeds, less operating costs, will be deposited with CART Enterprises, along with all
current operating data collected through standardized business reporting systems.

, “| ® “Since CART will be a limited partner in CART m:ﬁaumom the operation mmn nozn.o_ om the Eﬁ:oarﬁ
will be through the general partner (ABC Corp.) and its board or directors.

¥ CART will have final authority on all business acquisitions and depositions.

CART will have the right to review and make :oEEm:onm to the ABC board of directors or to veto a
ﬁnovomaa =oEEmzo=




Qtﬂ Economic Initiative .. ..

Organization Plan

B Presentation and explanation to stakeholders and decision-makers in the CART Economic Initiative.

B q.o.uauma an initial organization plan for the onmoEw operations of CART Enterprises and its
_relationship to CART.

B Functions as a community service and social policy board:
& Incorporates neighborhood employment and housing considerations in policy formulation
B Represents-affirmation action interests in'the CART network- Co -

@ Articulates and assesses community needs

Exercises veto power over acquisitions and dispositions of CART businesses

May nominate candidates to, or veto the selection of members to the baord of directors of CART
Enterprises in the subsequent, succession process.




QNH Economic Initiative (Cont'd)

Organization Plan (Cont'd)

Formulates business policies and operations plans subject to the community service andsocial policy
directives of the CART board of directors.

B Comprised of experts in the following fields: finance, real estate, supermarket operation, strip-mall
development, entrepreneurial business, public relations, small business development and assistance,
accounting and financial information systems (this list is suggestive - not inclusive).

The excutive committee of ABC shall also be responsible for the development of relationships with

socially responsible corporations and businesses that are interested in working with and supporting the
CART network.

Once the CART structure is in place, the vice president for finance will develop a uniform financial .

Buonsmmwmaamonaoszogmgoozmosmm:m:o_m_Bmc_a%n.nn;duogo_.wm:aavoazmao
‘bond-holders. g

laBC Corp., is the General Partner of the Limited Partnership. Thereby, it controls the E:E«n.wnwﬁuaiv subject to the provision of the plan.



CART PROGRAM OVERVIEW

CART
Not For Profit Corp
g
o
2 2 CART Enterprises
g m Limited General ABC Corp
O Partner Partner
Limited Partnership ‘
I8

0>m...0€=3 Community _m:w_:mmmom
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The city will be divided into 12 CART areas that target low- to moderate-income neighborhoods where CART

businesses will be created. These areas will be located within Neighborhood Planning Districts established by the
City of Chicago Department of Planning and Development. -

N TR a2t

CART Area #1

North Park
Albany Park
Irving Park
Avondale
Logan Square
-Hermosa

JE : R

CART Area #2

Rogers Park North Center
West Ridge Lake View
Edgewater Lincoln Park
Uptown

Lincoln Square - -~~~

o

CART Area #4 | CART Area#s

Mu%ﬂo_% Park . West Town (part)
West Garfield Park Wahmﬂ:ﬂwﬂ%mmwoﬁmmnv
East Garfield Park Lower West Side

North Lawn dale




9% Areas (Cont'd)

R L R T N 2
CART: wdmgmm ._Pmﬂm_trm
ENTRAL PLANNING DISTRICT:
CART Area #6
Near North Side
Loop
Near South Side .._.__-.
n Armour Square (part)
Near West Side (part)
West Town (part)

CART Area #9 CART Area #10

Douglas Washington Park
Oakland - | Greater Grand
Grand Boulevard Crossing
Kenwood Chatham

Hyde Park Avalon Park
Woodlawn - Burnside

South Shore Calumet Heights
Fuller Park

South Chicago

CART Area #11 CART Area #12 -

Aubumn Gresham South Deering

wosga West Pullman
Pullman , ‘ Riverdale




ngregations And Residents Together (CART) :

POLICY AND GOVERNANCE STRUCTURE :




-

nawwmwaaoau And Residents n.fammnaaw (CART)

.ORGANIZATIONAL CHART

| CART
"BOARD OF DIRECTORS .




. *

Q:w%wg.

ons And Residents %@MSQ. (CART)

360 North Michigan Avenue

Suite 1009

Chicago, Ilinois 60601

(312) 236-9272

. BOARD'OF DIRECTORS®

Reverend Alberto R. Arias
Reverend Dwight E. Bailey

Mr. M. Usman Baki

Mr, Richard A. Beane, 1II
Elder R. C. Brown, Sr.
Reverend David C. Coleman Jr.
Reverend Stanley L. Davis, Jr.
Reverend Yvonne V. Delk
Elder Peggy DesJarlait
Reverend Leonard DeVille
Reverend Elmer Fowler
Reverend Arthur Dedrick Griffin
Reverend Michael T. Ivers
Reverend George Henderson
Reverend Nathaniel Jarrett, Jr.
Reverend B. Herbenrt Martin, Sr.
Rabbi Robert J. Marx

Dr. Wilfred Reid

Mr. Rohinton M. Rivetna
Reverend Paul Rutgers

--|-Most Reverend Placido Rodriguez, CMF

Father Martini Shaw
Dr. Mandan M. Singh
Swami Varadananda
Reverend Addie iwmz

Church of God

Chicago Disciples Unions

Baha'i Community Metropolitan Q:nmmo
Seventh Day Adventists

South District AME Church

National Conference of eof Christians and Jews

Uhited Church of Christ

Anawim Center

Alpha Temple M.B. Church

Third Baptist Congregational Chruch
Third Baptist Church

First Baptist Congregational Church
Apostolic Faith Church

Westside Miniters Conference

St. Agatha Catholic Church
Martin Temple AME Zion Church
Progressive Community Center
Chicago Board of Rabbis

Grant Memerial AME Church

Federation of Zoroastrian Assoications Om Zoﬂ: >Bo:o»
- Presbytery of Chicago B

St. Thomas Episcopal Church

Sikh Community of Metropolitan Q.:ommo
Vivekananda Vendanta Society

Vernon Park Church of God

ErTEe—
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By Mary A. Johnson

Siskt Wrler

Coming soon ta a predominant-
ly black neighborhood nesr you:
everything from housing for peo-
prle with disabilities to A filness
center for athletes bound for the
Olympics.

These aren't the plans of big
real estate developers or govern-
ment agencies, however. They are
sume of the economic develop-
ment projecta black churches hope
10 accomplish by pasaing the col-
lection plate.

“Wa have been taught that the
thurch has one element and 1hat
is to save soula,"” said the Rev, Joe
till at Christ Universal Temple,
between the West Pullman and
Margan Park neighborhoods.

"Our congregants are losing
their jobs, and now ‘isaders of

those churches

must step for-
ward an
vide 8 means
of
jobe and give
ing direction.”
Through big
huainess ven.
- tures, many
b1 a ¢k
churchea are
tranaforming
the souls of neighburhoods. Some
church leaders have reached be-
yond the pulpit, pulting chiefl fi-
nancial officers, lawyers, archi-
tecta, builders, bankers and others

pro-’

‘ereating,

Tra B b vl llf‘.‘"

'l I""'! "“. 'I"r"l"

SUN TMES (Fioben A Dave

Tha Christ Universal Temple bookatora salls éverything from taped sermons to gresting cards. The
church, al 11901 5. Ashizgnd, s betwaen the West Pullman and Morgan Park neighbochoods.

& Platt, said: ““The realily thal we
have learned from the last 12
years is that we really can’t rely
on the federal government to aulve

with solid financial backgeound
from their congregations o help
lend the way.

Not since the.aggressive busi-
ness pursuits of the Nation of
Islam revitalized pockets of the
South Side has the collective
buying powet of the black dollar
heen so plainly demonatrated,

Is it a new movement?

Not really, said the Rev. Ken-
neth B, Smith, now president of
the Chicego Theuvlogical Seminary
and a former pastor of Church of
the Good Bhepherd Congregation-
al, 5700 S, Prairie.

*Rlack churches have never di-
vided the secular and the sacred,”
Smith said. “They have always
talked about everything from the
plutform, and black business wes
promaoted in the churches.

“The criais in so great that it lB
|mperal|ve to work at ihis new.’

{rood Shepherd member Neville'
Reid, a lawyer with Mayer Brown

our e bl

Yet the innovative efforta of the
black church have occurred out of
the public spotlight.

“We have tried to get the me-
dia's attention,” said the Hev.
Wilbur Daniel, pastor of Antinch
Mimsionary Baptist Church, 6248
5. Stewart in Englewood. "The
news people are not interested in
black progreas, only in black, con-
troversy. We have been bere all
the time.” Cu

Daniel'a church in one of the
pioneers of economic develop-
ment, starting by g:ying off its
$200,000 mortgage before march-
ing into the church building in
1958 with 58 converte to be bap-
tized, Daniel said.

Anyone who remembers the
area around 63rd and Halsled
streeta back then can teatify to
Antioch's handiwork,

“l have heen happier here in

Rona \\'yckoﬂ reads 8 story to chlidren at the Good Shepherd

Congregation day care cantaer,

RIGHT: Asbarry Runnels CI"I]O‘]'I‘

Himak aad fallawaklan at the sbgreabh EFAA'C Dralekh

Antioch Haven Homes than |
have ever been since coming ta
Chicago,” said Emma [Dennard,
“It has certainly changed the
neighborhood, because it wasn't
nothing but a rat den before the
church built these houses.”

Antioch recently completed the
%12 million development of 125
mixed-income town homes on
both siden of 63rd botween Stew-
art and Wallace sireets.

Other developments by the
church include Roseanna L. Bur-
rell Apartinents, 423-31 W, Engle-
wood, a 3I0-unit rehabbed
courtway building: Wentworth
Haven Senier Citizens Homa,
TL47 S. Wentwarth, 60 units; Rose
Haven Senior Citizens Home,
10220 8. Michigan, 60 unita; Mar-
guerite Daniel Homes, 1325666 5.
Praieie, 11 wunits, and Eden
Greenn, Fort Wayne, Ind, 192
units.

Antioch has two buildings under
construction for people with dis-
ahilities=one at 55th and Peoria
and another at Tlst and Went-
worth. And four other large npart-

ment buildings on Normal are be.
ing renwated by the church. -

Seed money for economic devel-
wspment by many churches is pro-
vided through tithing, in which
parishioners give 10 percent of
their income to the church.

“My whole reaponaibility is peo-
ple, and housing and juba seem to
be their greatest need,” Daniel
said. .

Dennard, a member at Antioch,
can walk 1o church from her new
home.

“Everything is so nice and T
love i1,” she said. “It is like going
from sali 1o sugar-—that is how
big a change it has made.”

Antioch has a membership of
about 2,000 and an annual budget
of $1.5 million. Ecuonomic develop-
ment projects are steered hy a
team that includes a CEQ of a
hank, a lawyer, an architect, and
Daniel's son, who runs a computer
company,

Members of the Church of the
{ivond Shepherd hope to redevelup
the area around the chuech, re-
placing dilapidated housing on the

edge of the Washington Park com
munity with low- snd moderatc
income housing and revitalizin
commercial strips.

The church is finalizing a con
tract with a subsidiury of Soutl
Shore Bank for a study that wonls
lay out the demographics and pin
point funding sources.

“When [ walk to church and ~e-
dilapidated huildings and peopls
warming their hands over gorly
cans. | know we have to do sume
thing about i1,” said Reid, a mem
ber of the church's economic e
velopment team,

lLaat vear, the church wpen
$155,000 to rehab its own ground:
and to add a first-class play
graund.

“We plan to transiorm the com
munit{.“ anid the Hev, David E
Chambers Jr, *We wonted n
make a atatement to the commu
nity that we are here 15 stav.”

His vigion is o build housing
similar 1 that in & [Dearborn Farl
development near the Loop.

It is not just the vision of holy
men,

“We have to take our own ini
tiatives to find alternative funding
nources and use our skilly and
educativn and bring them to e
on thesa prollems,” Reid said.

Owver the next five yeary, Chrisl
Universal Temple, 11901 5. Ach
land, in targeling nearly §30 mil-
lien in l:unkl(mg projects, aaid Hill
who was hired two years ago as il
chief financial officer. The Rev.
Johnnie Colemon ia the founder
and minister of the church,

The firat phase of the project—
s metaphysical boukstore and ¢ion.
ference center for young peaple —
will get under way next muonth
Christ Universal Temple plans to
build & private schosl, a, perform.
ing arts center and a fitnesn centys
where professional trainers will
prepare young athletes for I
Olympica, Hill said.

The church facility jtself, built
sight years rpgo, seats 4,000 peoph
and had a separate banquet hall
that seata aboul 800, sven 1o In
expanded to about 2,000 reuts,
Hill said,

Hi)l said one of the goals o
Christ Universal Temple is 10 r-
Iiild infeastructure in the Nlack
cammunity.

“We realize the mayurs of the-w
cities can only do so much,” he
aaid.

"Everyhixly must come togm bt
Lo help us save gurselves,”




Trnbune photo by Muccio DiNuzzo

Korean shop owner Kwang Sam Lee and employee Shawn Parish.
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South Side
Restaurant
Ministers
To Parish

, By Mary A. Johnson
Sipit Weiter

With only 125 active members,
St. Rest No. 2 Missionary Bap-
tist Church on the West Side
awne and operates a successful
soul food resteurant on  the
South Side and is looking to
build a school and housing for
the homeless.

"I feel the church ought to be
able to help its community and
ita parishioners. The church is
an outreach to help the needy
and minister to the needy,” said
the Rev. Larry Hopkins, the
church's pastor.

Hopkins iz anlicipating » do-
nation of several mldiw on
the South Side for rehabilitation
into housing for senior citizens,
the homelesa snd people with
disabilities, and development of
a privats school.

Those are big plans for a litule
church. Stitl, 5t. Rest has man-
aged to stay in the restaurant
businesa for 17 years.

The original 5t. Rest No. 2
Restaurant was in a storefront at
Laramie and Madison. It was
succesaful for about 12 years,
Hopkins said. About five years
ago, the church purchased a
building at 727 E. B7th and
opened St. Rest No. 2 Country

The Rav, Larry Hopkins grests gussts at 51. Rest No. 2 Country Kitchen, a sout 100d restaurant at
727 E. BTth. The restaurant s owned by Hopkins' 5t Rest No. 2 Missionary Bapliist Church,

Kitchen, & soul food reataurant
open seven days a week.

That building used to house a
hot dog atand, It now seats 200
and employs about 17 people.

“We saw n need for the restau-
rant,” Hopkina said. "It started
with tithes and offerings and
comes back to the church in
jobe,”

‘The restaurant operates as
buniness, but also provides jobs
for church members and income

L

el 2, ]
TegEHt

& Dy

for the church o operate. "We
feed 8 lol of people who dan’t
have money,” Hopking said.

Jennifer Brown, 29, was unem-
ployed four years ago when Hop-
kins offered her & job. A member
of the church, Brown is & wait-
ress and cashier al the restau-
rant.

"It has been a bleasing for me
to have a job because joba are go
hard to find," Brown said. “Pas-
tor gave me the opportunity.

restaurant.”

warmth of the Christian eaviron-
ment,"” ehe said. 1 hear people
come & jong distance just Lo
come here and eat.”

BUN-TIES /Robert A, Davie

Since | have been here T have
learned a lot of skill. It is mak-
ing me want to open my own

Brown said working at St
Rest Country Kitchen also hel
her give something back to tE:
community.

“Moat people can feel the

Harvey Dealership
Takes a New Turn

By Lee Bey
Siatt Wriler

Ii the salesman at the New Har-
vey Chrysler Plymouth says he
has 1 go to ihe bosses before
approving a price on 8 car, it
might be a good sign.

The new car dealership, sched-
uled to open this spring, 18 run by
n board composed mostly of e
group of African-American clergy-
men ¢atled the Svuth Suburben
Ministers Fellowship.

And they say their boss, is, well,
You Knuw Who,

The dealership, in Harvey, {5 an
example of a growing number of
enterpirises in black communities
born of the black church.

The Rev. Sam Hinkle, 8 mem-
ber of the South Suburban Minis-
1ers Fellowship, said modern hlack
ministers may have to take on
unconventional roles 10 address
the needs of their communities.

"Wha detines the role of the
preacher but the preacher and
God?” he szid. “Man is not just a
npirit: he is woul, mind and body.
%o we need 1o be concerned abuout
eduration and economica. We
necd Lo be concerned aboul the
tolal man.”

The minister’s link to the
sprawling dealership began lasi
summir when the group organized
rollies and met with Chrysler offi-
ciak'in p bid tn help 1the dealer-

"

ship vpen after its owner, seuth
pubuthban businessman Bobbie
Falkner, went hankrupl.

The effurt, which featured a
weeklong sit-in at the declership
to atall Chrysler’s attempts to liy-
uidale the inventory, won the
backing of the city's puliticians,
comrunity lenders end citizens.

But weeaks of negoliations
proved futile, and Chrysler 100k
the cara. Then the ministers asked
Chrysler to let them bave a go at
running the dealership.

The snswer? Yes, provided the
group could find a manager and
raise 300,000,

Hinkle said the ministers found
businessman Clittord Curty—now
president of the dealership—und
raised 700,000 by selling bonds in
the African-American community.
An vpening dnie iz expected to be
announced svon. Hinkle said.

“This is a significant deselop-
ment from the standpoint thm

“this is a coalition between the

black church, the black business
community and the black pulitical
leadership to ¢ome together and
save & business,” said Harvey
Mayor David N Jahnsen, "We're
puinting to & model that could be
replicaied across the country.”
Harvey city offivials hope the
reopening will spurk redevelup-
ment in the aren.
[t ix & "vibrant area,” Johhsen
sanid. :

. I . N
Eaeyy

Vil

SUN THIES/ Jotn H Winte

Businesaman ClHford Curry is president of New Harvey Chrysler

Piymouth, Tha naw gdaper

ship, lo_opan soon at 16000 5. Haisted,

ts run by South Suborban Rinisters Fellowship.
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THE WHITE HOUSE \-tb-ls'\“\%

WASHINGTON
July 13, 1993

MEMORANDUM FOR CAROL RASCO
FROM: Paul Weinstein

SUBJECT:  Meeting With HUD Regarding Proposed Housing Bill.

Tomorrow at 9:00 AM, HUD will be briefing you on their proposed housing
legislation. Bruce Katz, Andrew Cuomeo, Nick Retsinas (Assistant Secretary For Housing),
and Joe Shuldiner (Assistant Secrctary for Public and Indian Housing) will conduct the
briefing. :
i

My understanding is that Howard Paster will oppose moving on this legislation any
time in the near future. He or Paul Carey will attend the 9:00 briefing.

L4

My recommendation is that you support submitting housing legislation this year,
although maybe not next week as HUD would like. The bill includes several initiatives that
were important pieces of the President’s campaign agenda. These include:

° Raising The Ceiling On FHA Mortgage Insurance -~ One of the President's
first campaign promises was to raise the ceiling on FHA mortgage insurance to
95% of the median price of a home in a average metropolitan area. The HUD
bill would implement that promise. The proposal would effect about 18
metropolitan areas. Maybe more importantly however, the legislation would
also increase the ceiling on FHA mortgage insurance in low-to moderate
income communitics from $67,500 to around $90,000. This would have a
major effect in rural communities which have lower housing prices. It is
important to note that this proposal has a positive budgetary impact.

° Community Partnerships Against Crime (COMPAC) -- This section of the
bill would authorize $265 million for FY94 and $325 million for FY95 for
anti-crime strategies in public housing. This would include funding for cops,
as well as security hardware and crime prevention. It is estimated that the
funding in the legislation would provide for 5,000 additional police each year
(although we think that is an underestimate).

. Removing Barriers To Work ——~ The HUD bill would remove disincentives
to work that are contained in public housing rent rules. The current "30
percent” rule, for example, penalizes tenants who try to move from welfare
dependency to self-sufficiency.



HUD's législation would exclude for 18 months the earned income of public
housing residents who obtain employment.

Although the legislation has many pluses, there are some drawbacks. It does not
contain much in the way of tenant ownership which the President endorsed during the
campalgn on Several occasions. A Presidential housing initiative without any tenant
ownership proposals might raise serious political problems for the President.

|

cc:  Bruce Reed
Gene Sperling



PRINCIPLE DIFFERENCES BETWEEN THE 1991'E3U]])'ELINES'AND'
THE 1993 INTERIM RULE FOR THE FSS PROGRAM -~

?&“ dpb&s
Attachment 7

1991 GUIDELINES

1993 INTERIM RULE

FSS PROGRAM

IMPLEMENTATIONR

Mandatory for IHAs receiving
new rental units in FY 93
and subsequent FYs

Optional for IHAs receiving
new rental units in FY 93
and subsequent FYs

No deadline for PSS
enroliment completion

FSS enrollment must be
completed 2 years from
funding notification

Listed 4 reasons why HAs may
be exempted from
implementing the minimum FSS

program size

Lack of family interest was
added to the list of

reasons for an exemption ;-

.

from implementing the .
minimum FSS program size 7,

PROGRAM '

COORDINATING
COMMITTEE

Tenant and BA participation
on .program coordinating
committee recommended

Tenant and HA participation
on program coordinating
committee mandatory

FSS FPAMILY
SELECTION

FSS families could be
selected from applicants on
the waiting list or tenants/

Section 8 participants

FSS must be selected fro
tenants/Section 8 .
participants -

Motivational screening and
targeting restricted

508 FSS slots may be
targeted to families
applying for or
participating in FSS
service programs

Permissable motivational
screening factors include
assigning preselection
tasks such as attending
meetings or obtainin
information -

Must not select FSS
families based on
education, job history,
credit, marital status,
number of children, or

tests




re

1991 GUIDELINES

1993 INTERIM RULE

L i—

ACTION PLAN

Action plan did not include -
a plan for providing
incentives to families to .
encourage FSS participation.

‘Action plan must incluc.'a

plan for providing
incentives to families té
encourage FSS participation

|- (solely offering the
mandatory escrow is

acceptable)

Action plan did not include
an HA assurance that a
family decision not to
participate in FSS will not
affect the family’s
admission to, or occupancy
of, assisted housing

.| Action plan includes an BA®

assurance that a family

‘decision not to participate -

in FSS will not affect the
family‘’s admission to, or -

occupancy of, asalsted
housing

BEAD OF FSS FAMILY

Could be different -from head
of household

Must be head of household

CONTRACT OF
PARTICIPATION

Individual training and
services plan interim goals
not required

Individual training and-
sexvices plan interimgoals

required

Guidelines did not include a
definition of FSS program
completion

Defines completion of the
contract of partici ation
as (1) when the family has
fulfilled all contract:
obligations on or before
the end of the contract, or
{2) when 30% monthly
adjusted income equals or
exceeds the FMR

TERMINATION OF
SECTION 8
ASSISTANCE

Lease violations could be
grounds for termination of
Saction 8 assistance

Section 8 assistance cannot
be terminated based solely
on lease violations or not

becoming independent of
velfare assistance




-

1891 GUIDELINES

1993 INTERIM RULE

ESCROW

One of the requirements for
receiving the escrow was
that FSS families must be
independent of housing
subsidies within 10 years of
beginning FSS program

One of the requirements for
receiving the escrow is
that FSS families must
remain independent of
welfare assistance for one
year prior to end of
contract of participation

FPamilies could not receive a
portion of the escrow prior
to completion of the
contract of participation

Families may receive a
portion of the escrow
before completion of the
contract of participation
if they meet certain
interim goals and need the
escrow funds to complete
the contract

HAs may establish separate
or combined (all PSS
families) escrow accounts

HAs must establish combined
{all FSS families) escrow:
accounts i

Escrow reports not reguired

BAs must provide annual
escrow reports to FSS
families

At

Escrow credit for low-income
(but not very low-income)
families was 1/2 of credit
amount for very low-income
families

Bscrow credit for low-
income (but not very luw-
income) families based on
50 % of median income limit
and results in a higher
credit than under 1991 FSS
Guidelines

PORTABILITY

Two escrow accounts must be
established for portable
families

One escrow account must be
established for portable
fanilies

FSS families must initially
reside in the jurisdiction
of the HA administering the

FSS program

FSS families must lease a
unit in the jurisdiction of
the HA which selected the
family for the FSS program
for at least 1 year from

the effective date of the

contract of participation ‘



BACKGROUND INFORMATION ON FEDERAL LOW~INCOME RENTAL HOUSING

ASSISTANCE & PAMILY SELF-SUFFICIENCY INITIATIVES

prepared for the Welfare Reform Working Group

by

Office of Policy Development and Research,
The Department of Housing and Urban Development

May 28, 1993

b ﬁfi;.;;)f'
Ce: %&x{cb.



Background :information on low-income rental housing assistance,
as it relates to the mandate of the Working Group on Welfare
Reform, Famlly Support and Independence :

Contents ’ Page
1. Forms of Rental Housing Assistance 2

F
2. Characterlstlcs of Non-Elderly Asasisted Households,

1989
3 :
3. Characteristics of Public Bousing Residents, 1992 5
4. AFDC Families by Type of Shelter Arrangement, 1989 6

5. Housing Problems of Very Low Income Renters with
Children, 1989 7

6. Estimated Impact of Housing Assistance on AFDC
Households, 1989 8

7. Section 8 Subsidies at Different Income Levels in 4
Cities, 1992 3

8. Programs Linking Housing Assistance with Family
Independence 10

9. Family Self~-Sufficiency and Family Investment Centers:
Side-by-Side Comparison ‘ 12
i



1. Forms of Rental Housing Assistance

HUD has three basic types of programs to assist low-income
households to obtain decent, safe, and sanitary housing: public
housing, Section 8 tenant-~based assistance, and Section 8
project-based assistance.

Public housing consists of projects owned and usually
managed by local government public housing agencies (PHAs).
Units in these projects are generally rented to families with
Federal preferences (rents greater than 50 percent of income,
involuntarily displaced, severely inadequate unit). Tenant
contributions to rent are set at 30 percent of countable income.
HUD guarantees to pay the PHA the difference between a formula-
based assessment of its cost requirements and its rental income.
1.3 million households live in public housing.

Section 8 tenant-based assistance (certificates and
vouchers) subsidizes the rents of low income families who live in
privately owned units, with preferential targeting to Federal
preference holders. The housing may be multifamily, single
family, or mobile home. A family may choose to rent "in place"
(where they live already) or move to another unit, but the unit
must pass annual inspections against minimum housing quality
standards. ' HUD sets a Fair Market Rent (FMR) for the area from
data on recent moves by renters. Owners of units renting to
voucher holders receive the difference between the FMR and 30
percent of ithe household’s countable income from the PHA. Owners
of units renting to certificate holders usually may not charge
more than the FMR; they receive in subsidy the difference between
actual rent and 30 percent of household countable income. About
1.1 million households benefit from tenant-based assistance.

About 1.7 million households live in privately owned
multifamily hous1ng whose owners receive Section 8 and other
project-based assistance. These projects were built over several
decades with various forms of Federal incentives. BHUD negotiated
the reservation of certain units for low-income households within
each of these projects, either prior to construction or after the
project became financially or physically troubled. The owner‘s
subsidy is‘'the difference between a HUD-determined rent (not
necessarily the FMR) and 30 percent of household income.

These programs are not entitlements. If more low-income
households seek assistance than there are units available,
assistance is allocated by length of time on a waiting list,
subject to Federal and local preferences. Also, in the public
housing and Section 8 project-based programs, potential tenants
are subject to the screening procedure of the PHA or private
owner. In the Section 8 tenant-based program the tenant must
find an adequate unit whose owner agrees to rent to that tenant.



' Since 30 percent of income goes for rent, a 30 percent tax

is in place on any increase in earnings.



2. Characteristics of Non-Elderly Assisted Households, 1989

Source: Characteristics of HUD-Assisted Renters and Their Units
in 1989 (Based on American Housing Survey of 1989 and Follow-On
Study) .

Incomes i
The median reported income of public housing resident
households in 1989 was $6,571; the number would be slightly lower
if elderly;households were excluded. Median reported income of
voucher/certlflcate households was $7,060 (which would be
slightly higher without the elderly). Median reported income of
households rece1v1ng Section 8 project-based assistance was
$8,074, which again would be slightly higher with the elderly

excluded. .

Perceﬁtages of non-elderly households reporting below-

poverty incomes were as follows:
| .

Incomes as % Public housing | Section 8 Section 8

of poverty ' tenant-based project-based
line

Below 50 27.5% 30.3% 19.2%
50-99° 37.5 36.2 28.4

b

Income Source:

Wages constituted the majority of reported income for 35.1%
of non-elderly public housing residents, 43 percent of Section 8
tenant-based households, and 58 7% of Section 8 project-based
households.

Means~-tested transfers are an important source of income
for assisted households. 58.4% of non-elderly public housing
households 'reported receipt of AFDC or SS8I in the past 12 months.
The corresponding figures for Section 8 tenant based and project-
based households are 54.9% and 28.9%, respectively.

Food stamp receipt was reported by 61% of non-elderly
public housing households, 63.1% of non-elderly Section 8 tenant-
based households, and 36.3% of non-elderly Section 8 project-
based households.

As with all self-reported income figures, these should be
used with caution. For the nation as a whole, only about two-
thirds of those who would be expected to report AFDC receipt in



the past 12 months actually report it to the AHS interviewers.

Education

Percentages of non-elderly household heads completing given
levels of schooling are shown in the table below, by form of

housing assistance.

of rounding,

Columns may not add to 100 percent because

Section 8

Section 8

Years : Public housing

completed ! tenant-based project-based
8 or less ! 18.4% 11.7% 6.8%
9-11 E 28.5 25.1 20.6

12 _ 32.7 43.0 45.0
Beyond High 20.4 20.5 27.6
School

¥

Aésets

of nonLelderly public housing residents, 83.8 percent report
no savings or investments. The corresponding figures are 81.9
percent and 66.5 percent for Section 8 tenant-based and project-
based assisted non-elderly households, respectively.



3. Characteristicg of Public Housing Residents, 1992

Total households 1.3 million, of whom:

452,000 elderly
ﬂhﬂ@ 000 single parent with child(ren)
150%000 two or more adults w/child{ren)
Jﬁ40 ‘000 handicapped/disabled
707000 two or more adults w/o children
74,000x0ther

Of households with children:

single parent 2+ adults

Female head : 97% 58%
Number in household 3.3 4.7
Black 65% - 42%
Bispanic 13% 28%
Non-hispanic. white 20% 24%
Age of head q'i;br 3
Welfare® major

source of income 59% 33%
Wages major source

of income ! 26% 49%
Avg. income 56146 58740

Source: Multifamily Tenant Characteristics System, November 1992

'In principle this could be either AFDC or SSI, but for the great
majority it will be AFDC.



4. AFDC Families by Type of Shelter Arrangement, FY 1989

Total: 3.8 million

In public housing: 9.6% {365,000)
HUD or other rent subsidy: 13.9% (528,000)
Owner-occupied: 4.7%

Unsubsidized private rental: 62.9%
Group Quarters: 1.6%

Rents Free: 6.5%

Unknown: 0.7%

Source: Characteristics and Financial Circumstances of AFDC
Recipients, FY 1989, Department of Health and Human Services,
Family Support Administration, Office of Family Assistance

Note: This is the most official tabulation of the overlap between
housing assistance and AFDC, but the proportion of AFDC
recipients receiving housing assistance is probably higher than
stated. State Quality Control program officials probably rely on
gself-report by recipients for this item, and the Section 8
programs are not accurately reported in surveys. HUD does not
have an administrative source of data on the AFDC/Section 8
overlap in place.
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5. Bousing Problems of Very-Low-Income Renters with Children

Absolute numbers are in thousands of households; Columns (3)
through (6) sum to column (2), except for rounding

(1) (2) {3)Baving | (4) Other | {(5) No (6)
Category | Total Worst- Housing Housing Assisted
Case Problems? | Problems
Needs!
Total 5,867 2,117 1,531 530 1,688
Percent 100.0 36.1 26.1 9.0 28.8
Female 3,626 1,380 651 223 1,371
Head, No
Spouse
Percent 100.0 38.1 18.0 6.2 37.8
Receive 2,388 908 352 112 1,016
Welfare .
Income?
Percent | 100.0 38.0 14.7 4.7 42.5
Three or |[!1,842 635 573 107 528
More '
Children
Percent 100.0 34.5 31.1 5.8 28.6

Wery low-income renters have worst-case needs if they receive no
housing assistance and have: (1) excess rent burden (greater than
50 percent of income) or (2} a severely inadequate unit. The
great majority of households in this category have only excess
rent burden.

Usually AFDC, although the question includes SSI.
income is under-reported.

Welfare

Wery low-income renters have other housing problems if they
receive no housing assistance and have: (1) rent burden between
30 and 50 percent of income; (2) a moderately inadequate unit; or
(3) crowded quarters (more than one person per room).

Source: American Housing Survey 1989.



6. Estimated Impacf of Bousing Assistance on AFbC Households

Source: Reg#essions from 1989 American Housing Survey and Follow-
On Study conducted by Sandra Newman and Ann Schnare, unpublished

paper, 1993°

Dependent Public Housing | Section 8 Section 8
Variable Tenant-Based Project-Based
Physical ~41%" | -aaw ~43%*
Defects

Housing Cost -53%° -45%° -34%"

to Income

Ratio

Persons per -12%° -10%" -15%"
Room

Subjective . -16%° + 3% - 8%
Neighborhood

Satisfaction

(Scale of 1-

10}

Crime Problem +21%° +12% + 2%

Significant at the .01 level.

* The basis for comparison in the table above is an
otherwise similar household receiving welfare but not
housing assistance.

* Thus, controlling for other factors, a welfare household
will live in a structure with 41 percent fewer physical
defects if admitted to public housing than if receiving no
housing assistance. The family will have a rent burden 53
percent lower, and will have 12 percent less persons per
room, but will have 16 percent less *"satisfaction" with the
neighborhood and will be 21 percent more likely to complain
of a crime problem in the neighborhood, than if it did not
live in public housing.



' 7. Sectionz 8 Subsidies at Different Income Levels in Four Cities,

1992

Columbus,
QH.

Kansas

City, MO.

Seattle,
WA.

Denver,
Co.

Annual Fair
Market Rent (2
Bdrm. ,includes
utilities)

$5,472

$5,412

$6,492

$6,072

AFDC Maximum
Grant (3
persons),
annual

$4,008

$3,594

$6,372

$4,272

rAmount of
Section 8 to
Maximum Grant
recipient

54,270

54,334

$4,460

$4,790

Amcunt of
Section 8'at
$8,000 income

$3,072

$3,012

$4,092

$3,672

Amount of,
Section 8!
subsidy at
$11,570 income
(poverty line
for 3 persons)

$2,001

$1,941

$3,021

$2,601

Amount of
Section B
subsidy at
$16,000

$§672

$612

51,692

$1,272

50% of Area
Median Income
(Defines Very
Low Income)

$17,450

$19,200

$19,750

$19,450

Phase~-cut
level for-
Section B8

518,240

$18,040

$21,640

$20,240

Source: Mark Shroder and Jill Khadduri, unpublished, 1992.
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8. Proqrams Lipnking Housing Assistance with Family Independence
1 —

The two most complex programs linking housing assistance
with the economic progress of the household are Family Self-
Sufficiency (FSS) and Family Investment Centers (FIC). They are
described further in the side-~by-side table on page 12. Other
related programs are:

Public Housing Early Childhood Development Grants, a

competitive program funded for $5 million in FY 1993. It
provides funds for child care and child development services in
selected public housing projects. It was first enacted in 1983.

Family Unification, a set-aside of Section 8 tenant-based
assistance awarded competitively. Child welfare agencies and
PHAs in selected cities must use the assistance to help families
avoid the need for foster care placement of children. It was
first enacted in 1990, and is funded for FY 1993 at $75 million.

The first awards were made last year.

Section 8 Home Ownership was first enacted in 1992, and does
not require an appropriation. The use of Section 8 funds to
subsidize mortgage payments on a unit owned by the assisted
family, rather than by a landlord, is permitted under this
program. The PHA may make this option available to FSS
participants at its discretion, and must make it available to
families receiving Section 8 who have earnings at least two times
greater than the Fair Market Rent. ‘The option will be most
useful to families in rural areas and very depressed urban
communities. The regqulations for the home ownership option are

being drafted.

Step-Up is an administrative mechanism for expedited
approval of pre-apprenticeship programs for  young adults employed
by PRAs. These programs otherwise encounter Fair Labor Standards
difficulties. The first Step~Up program, in Chicago, began in
1992. No legislative authorization or appropriation is required.

Public Housing Comprehengive Transition Demonstration, the
Charlotte Demonstration, was authorized in 1988. It eliminates
the marginal taxes in the AFDC, Food Stamp, and public housing
programs for the residents of selected public housing projects.
The residents must in turn comply with a self-sufficiency
contract which is embedded in the lease, so that violation of the
contract is grounds for eviction. The demonstration is ongoing.
Implementation to scale would require an appropriation, but for
the limited scale of this demonstration, one project in
Charlotte, N.C., no appropriation has been required.
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9. Family Self-Suffi;iency anﬁ Family'Iﬁvestment Centers: A Side- .

by-Side Comparison

Program Feature FSS FIC
Program Enacted 1990 1990
Program Operator PHA PHA
Program voluntary No for PHA Yes for PHA

Minimum program
size is the number
of new units of
Section 8 &

public housing

development
_ Yes for residents Yes for residents
Program : Public housing Public housing
participants residents and Sec. residents
8 participants
Contract of Yes, an No
Participation individualized

agreement is

signed with each

head of family,

' specifying family
obligations and
services the F35

! program will

: provide
Program ' Yes, No
Coordinating representatives
Committee from public and
private

organizations in
the community with
access to
resources needed
by the program
help design and
implement the FSS
program

Action plan Yes No



Rent proteciion

!

o
Escrow account

Funding provided

Comprehensive
program '

Yes, while in -
program increases
in earned income
do not increase
rent until
adjusted income
equals 50 percent
of median; any
amounts that would
have gone to
increased rent are
deposited in an
escrow account.
Between 50 and 80
percent of median,
the amount
deposited in
escrow does not
increase as income
goes up. At 80
percent of median,
the protection is
ended

Yes

Operating costs:
Additional
operating subsidy
to cover cost of
program operation
may he paid for
public housing FSS
programs; Sec. B
programs must pay
cost out of
Section 8 fee.
Operating subsidy
can be paid for a
unit used as an
FSS site

Yes, individually
tailored to each
family

13

Yes, while in
program and for up
to 18 months after
ending program and
entering first job
earnings and
benefits can’t be
included in income
for rent
calculation
purposes

No

Operating costs:
Can pay for cost
cof service
coordinator
Facility
renovation: Can
pay for
renovation, etc.
of existing units,
common space, Or
facilities near
public housing
property to
accomodate
provision of
services

Service costs: can
pay up to 15
percent of cost of
services if funds
aren‘t available
elsewhere

Not required



Appropriation

Not required

$25 million

14
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June 8, 1993

Lucia Wyman

U. S. Department of the Interior
1849 C Street, N.W. :
Washington, D. C. 20240

Dear Ms. Wyman:

The Governor's office called today. Governor Richards' Energy Office
just funded the Greenbuilders Project for three houses in the coming
year -- low cost, high energy performance homes in partnership with
us, Habitat for Humanity and Greenbuilders.

This kicks off the national model Greenbuilders Youth At-Risk Program
that we've been discussing with you. You have, no doubt, seen the
description of the Greenbuilders Project in your briefing book. We are
also very enthusiastic about the National Parks Apprenticeship
Program. So, we are rolling! Now we are ready to apply to federal
agencies for the Greenbuilders Project. Specific ideas from you of who
we must talk to in order to get these components of the one-stop
initiative going would be deeply appreciated.

Thanks again for sending our materials to the West Wing and
connecting what's happening on the street with what's happening in the
policy writing.

chard H. Halpin
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In response to President Clinton's request

for Federal Agencies to work together,
to work smarter rather than harder, we propose the following
high performance interagency initiative.

The agenda is to create a healthy nation made of healthy
families by incorporating full-scale education , essential
housing and other support services, innovative job training,
child development, economic development, community
planning, safe and healthy neighborhoods and whatever else it
takes to empower the American Family. Together we must.

It has been a privilege to collaborate with Mirabeau Family
Learning Center, a progressive human investment opportunity
and a brightly shinning star in the state of Louisiana.

/

ichard H. Halpin
Founder/CEQ




VALES MANAGEMENT, INCORPORATED

POST OFFICE BOX 9387 » METAIRIE, LOUISIANA 70022
TELEPHONE (504) 488-628%

Dear Colleagues:

It is not often that one is privileged to be invited to present a real solution 10
the problems which plague the unemployed, under emploved and poverty
stricken sector of our community. [ thank each of yvou and your offices for
this opportunity. Your presence here for our presentation and your work
with us leading up to this meeting gives us great hope for the future.

It has become clear that cooperation and collaboration of Federal Agencies and
the support and commitment of our elected representatives in the House of
Representatives and Senate are vital to the success of our coordinated,
comprehensive family-centered, housing linked service model. Now is the
time to implement a full-scale interagency initiative to address age old
problems., The programs of the past are not working. Resources are becoming
scarce. Yet, the needs of the community have grown. It is time now 1o
successfully reinvent the concept and delivery of housing and human
services. It is time now 1o ensure that quality, culturally sensitive, grass roots,
programs are available to build the self-esteem of a disenfranchised sector of
our community which will lead to seif sufficiency.

We are asking for vour support of the following high performance initiative.
As the President of Mirabeau Family Learning Center, I am proud to present
our programs and our goais to you. As the President of Vales Management,
Inc. I am honored to have been working with The American Institute for
Learning for these many years to design the Comprehensive Service Model.
In each of these capacities, and as a concerned citizen, [ offer you my pledge
that 1 will work smarter and harder to earn your confidence and continued

Z o e - |

Michael R. Vales
President, Vales Management, Inc.
President and Founder, Mirabeau Family Learning Center, inc,
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- Gwen the nature of 1ong term poverty, the present system of fragmented SRRTCURIE
- . |uncoordinated dehvery of .services: cannot - meet’ the-needs of ‘the’ long-term poor.| . /o
Instead; services must be. comprehensrve and coordmated -in- order to assure that|. . .
- mdwnduals can:be’ assisted to self-suffrcnency A 'functional’ mteragency partnershlp

: of federal,ragenaes is'- needed 10 - facrlltate the rephcabthty of a" ‘Compréhensive
Servrce Model: across the country “The' Amencan Insntutlon for: Learnmg and'Vales| .’
Management Inc proposes that thelr respectlve orgamzat1ons become natlonal

. regronaj and then a natlonal basrs I S ATRRS YRR
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S HFederal agencres ‘have proven themselves effectlve m supportmg 1nd1v1duals or
'-3 families.who, rely on pubhc assistance for.short perxods ‘of time: -Often, these™: _
' mdmduals have, suffered a temporary set- back due’to loss of employment chvorce, }
separat1on, dtsabrllty or, death' of ‘the prunary breadwmner 'If these md1v1duals
possess the-skills and: experlence Wthh make: a return to self—suffrctency possrble, oo e
"¢, I thentheir neéd for assistance, will be short: lxved These families can.often. be L LA
il : et’fectwely assisted through food stamp’ programs, -job training:or retrammg -.;'._. el el
programs, bank loans, and’ unemployment ‘compensation’ untll they, are able’ to L
. secure’other’ sources of long-term income.’, These families are,also’moré hkely to
possess the ablhty and wherew1thal to’ access the ava11able assxstance programs

'
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o Long-term rehance on’ publlC assnstance presents a dtfferent set of needs and .
o problems The. multxphcrty of. problems faced by individuals and families. .on long--
-.term. publrc assistance combine i "an-interconinectéd and. cumulatwe fashion to;
produce a’ cycle of dependency and learned helplessness It is. thls debrlrtatmg cyc,le ‘
passed ‘from one. generahon to! the next that creates seemmgly msurmountable odds
agamst achlevmg self—suffrcrency 24 - : e :

0.

Thus, two of the most challengmg questrons faced by local state and federal
A governments arei " O X N
L } (1) “How to' help famlhes reach self-sufflcrency L SR
L (2) " What model'is. best suited: to provrde the solutlons so desperately needed

g by thrs sector of our commumty? - o L
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JT ‘--Th'e present system of fragmented uncoordmated dehvery of servrces to meet the T
3 " :‘nieeds’of the. long-term dependent’ through dlstlnct agencies 'is both. 1neff1c1ent and SV
. 1neffect1ve The Amerlcan Instrtute for Learmng (AIL) and Vales Management Inc et one B
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i -'., . (VMI) have vvorked together closely now for over sxx years to develop the
‘ Comprehen51ve Servrce Model The model adopts a coordlnated mtegrated

: o " Vst . 3 ik 7
s The Comprehenswe Servrces Model takes as. 1ts comerstone the prem1se that we are .
RS dealmg with.whole people and whole ‘families;with connécted’ needs each™. R

.'.' compoundmg the severity, of the other:, This'modél also acknowledges.and: accepts FRIR
the, responsrblhty of‘belng accountable to thet stakeholders, both public and’ pnvate TN

.- ther participants'in the program ‘and the commumty whrch is. belng sérved:, The *: AETISIAR

_;',*model results in"a maximization of publrc and, prwate ‘resources:and makes dellvery

", of services: cost-eff1c1ent affordable and a v1ab1e optlon for housrng and serv1ce P
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In order for a'comprehenswe, housmg-lmked model to succeed however, AIL and

N "VMI count on.the:suppart -and- commitment ‘of:a w1de spectrum of governmental ;
e, agencies, the! support of the*local communities, .and- dedrcatlon ‘of a highly-train ed, R
St spec1al1zed staff, "AlL and VMI have brought the1r reSpecnve expertlse together to

_3\ -

» , provrde the foundatlon for th1s program
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Specrfrcally, the Amerlcan Instrtute for Learmng has 5pent the last thrrteen years
workmg in. partnersh1p with foundations, businesses; the City: of: Austm,‘Traws T
County and the" Austm/ Travrs County anate Industry Councrl to restructure* -'-"-" R
."Human. sérvice’ dehvery and Create and’ 1rnp1ement model. programs (Lo serve at-nslc EERR I
1nd1v1duals and fam1lles in, Austm, Texas AIL 'S} programs are culturally-sensrtrve o

K

The Amencan lnstltute for Learmng offers ay accelerated educatlon, (2) human
3 v " services'such’ ‘as counselmg,=c}uld development housmg and health setvices; and
@), employment skills:such’'as job Teadiness trammg ‘and specrﬁc job, skills: trammg
B "’AIL serves a diverse’ populatron 1nclud1ng -school dropouts, welfare: mothers, gang
% members,: at-rlsk in:schoot ‘'youth and. adults’ who carinot read;’ The. programs are;,
accountable, empowermg ‘and effective’ with.a. proven 80% success rate, Over the
, course “of .these" thirteen: years, AIL has. cont:mually refmed the model addmg more
g ~ services; collaboratmg w1th other provxders, and buxldmg a comprehenswe one—stop L
servrce model IR o ST
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components of 'the, Comprehensive Servrce Model. - Specrflcally, VMI workmg ine,
gl partnershlp w1th HUD, ‘the' Clty of New Orleans Department of Housrng a,nd Urban W
‘,’:":'1 Affairs, foundatlons, property managers, and owners, has' been successful in? 7 it :‘-
o ;developmg safe, affordable ‘and, clean housrng by, rehabﬂrtatmg distressed propertles,
offermg on-srte management servxces and, establlshmg on- srte Learnmg Centers b




commumty and self—esteem Thus,,through two large scale pro]ects mvolvmg
approxtrnately 250'rental’ umts, VMI has restored nexghborhoods, provrded housmg
and empbwered residents to take an active role in the’ commumty and move off: the
. welfare.rolls: VMI has begun its 1mplementatlon of‘a Comprehensrve Servrce Ty
Model at-the Mrrabeau Apartments through a nonproflt corporation, the erabeau
e Famtly Learmng Center, Inc,”. The Learnmg Center, which'is: located in‘the’.” :
X apartment ‘complex,’ wxll be operatlonal in’its permanent 'site- by August 1993 but
P - "has' already begun to offer serv1ces ina temporary 'site' located wnthm the apartment
complex - ;_ . . i : N

b The Comprehensrve Serv:ce Model can be rephcated but wrll requrre a substantlal .
) lnvestrnent of trme and resources of the repllcatmg srte to coordmate the dellvery of

..........

: achreved by means of a; functlonal mteragency partnerslup of the’ approprtate federal
agencres needed to make a comprehensrve delwery of servnces possrble R

._‘\.- ; [T -

The Department of Housrng and Urban Development 15 needed to prov:de cIean, i ST

A safe, and affordable housmg through 1ts housrng rehabrlrtatron and home "/ .t et
* : ownershrp programs The; Department of Labor 1s key to; creatlng jOb opportumtles,

an', mcreasmgly competltlve global market The Department of, Educatron is- equally
.as 1mportant in"providing: development these seryices can be: linked' with' programs
from the! Department of Energy. which are desrgned to enhance the: sc1ence and math . .
skllls of this count:rys youth ‘The’ Department of Educanon can also play.an R I
; _{-mstrumental role in breakmg the cycle of. poverty and 1llrteracy by. provndlng hrgh G e
-':'quahty early chrldhood programs ithat can be linked with adult’ educatlontprograms ' - AR
At foria fanuly llteracy approach to learmng The Departrnent of Health .and. Human T
e j,‘.,;'_Servrces cani:provide the. necessary: health services, social ‘services: and ch11d care
ot ‘-requrred to make" employment training.: and education a vidble Optlon for .many;:
S -~md1v1duals and families.. Fmally, the Comptroller ‘of, the Currency ensures that S
-":§cap1tal is made availablefor'the development of entreprene_urshrp and expansmn of
:-".-.';-._small busmess m the target commumtles S - v : P

-J |.

.h'i’,..lThlS mteragency approach w1Il max1m1ze the effecttveness of funds and resources '
+.. . already available and:provide a new, more’ effrcrent mechamsm for. rede51gnrng the e
. methods by w}uch long-term rehance on publlc assnstance 15 addressed . 5 ,-

“r 0
\\. LIS Lt r'

,Z';fAustm, then expand to other C1t1es in’ Lours1ana and Texas The 1n1t1at1ve wrll UL
i :--'Iultl.mately include Arkansas New Mexrco, and Oklahoma Expandmg by reglon g
.».will ensure. that- technical assistance, trouble shootmg, program innovation-and ‘" ;
::-.'custormzatron of the model for each area- wrll be-readily: avarlable and conducted on
' a cost-efficient scale. 'The’ large and, drverse populatron of: econormcally and-«
el ‘.,feducatlonally d1sadvantaged famrhes represented in_these’states will challenge the
AN model to meet a broad range of needs thereby testmg 1ts~adaptab1hty R




Based on thlS nat10na1 demonstratlon model by reglon the 1mmed1ate prlorlttes of
the Comprehensnje Serv1ce Modél, are' L : LT

',‘I‘Iu '. ". . ;_.'lt‘,:\.. ) e H

o To estabhsh a fu.ncttonal mteragency partnershtp 1n Wthh AIL and VMI S e
“will work closely with the Various federal agencies to, créaté a seamless pa Bl
system ‘of . service: dehvery that will. meet the comprehenswe needs of our*
)'. . most at- rlsk fan‘ulles and create’ opportumtles for them to become self— Ay
_ suff1c1ent in a- coordmated and cumulatlve manner Gt -
‘-‘.";... s -_ Iv‘ 1. ', : --"._ PR -f‘_ “ . e . ) ‘ '
II To secure $1'5 mlllton to complete the buﬂdmg for a, Reglonal One-Stop '
Comprehensnve Servnce Model-in; Austm,,Texas movmg famlhes a_nd
1nd1v1duals from dependency 't6, self—sufﬁmency I zf S

\-‘\‘

: ]]1 To secure $500 000 for the expansxon of servnces at the Mxrabeau Famlly_ ¢
- -,'5 Learmng Center, Inc to.include’a cthd and- youth development center, '5,;', T
e -specn’lc skllls trammg and JOb placement for adults. o) o e L
\ IV To establlsh reglonal Comprehenswe Serv1ce Models 1n c1t1es w1th1n the I

S '_"_' ,‘:.‘. el ,de51gnated area. It is antmpated that the fifst’ rephcahon and ¢ expansnon Wll]-‘:‘-" s
| B occur m the: New Orleans area in’ order to take advantage of the successiand .
experlence of the erabeau Fanuly Learmng Center tExpansmn will also~

support for the program.. 2

- . . '|~,.'\
e Bl » L N 8]

V To expand the model natlonally

:t t".-



: Conhnue formmg collaboratlons : i
: . Contmue to assess outcomes and refme rnodel

’ Implement model throughout reglon
i Contmue to assess outcomes and refme model

Instlrute Certlflcate of Mastery i
. lncrease serv1oes for chlldren

r‘u"‘

'-:", Expand employment tra:mng and }ob opportumtles
Develop formal collaborahve structures for. rephcatlon. T
Develop nahon-mde collaborabonsh R g
Agdsess outcomes and refme model to flt changmg needs

.I':‘f-Prepare for repllcat:on. S NI

2 Evolve mto a one-stop serv1ce model
\ E R .' -

" Prov1de educatlonal opportunmcs 2

) Idennfy problem desngn and 1mplement soluhon :
™ Develop accelerated basrc educanon model

. Teach ]ob-readlhess trairung and provide pb search asslstance.
' Create culturally—sens:twe and respectful enwmnment ‘
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Comprehensrve Serv1ce‘ Model.\Developmen_tal Summary
T e Southwest Interagency In1t1at1ve T

P

L .'

WL v - Yt .1-' ‘o '." A . aet .ot s - '. s ‘.' v<,-"" . ."'~ -"

J By ._never stattc, 1t is; always bemg assessed and refmed to meet changmg needs o

Stage One., Development of, basrc servnce inodel. In thls stage obstacles to famnly self-
suffrcrency wereidentified | .and: rmtlal ‘solutions desrgned and ~1mplemented w1th
consistent cultural ;ind’ ethmc sensmvrty Collaboratrons‘began on’ the, local level. Ih:
hrg stage, the'. Amertcan Institute- for” Learmng (AIL) developed: the Creatwe Rapid
earmng Center helpmg ‘school. dropouts improve théir basic educanonal -and’ job skills -
therebv becommg emplovable Vales Management Inc (VMI) created a model housmg
ro ram for low-m me reSIdent - SEPE: A

Stage Two. Evolutton mto a one—stop servrce model In thls stage, _AI"L and VMI began
collaboratmg on the desrgn of 'the’ one-stop model VMI enhanced its:model’ housmg
.program._by., provrdmg -an‘‘on- -site:: learnlng center w1th "job-. readmess trarmng to”
:residents.” At’ AIL ‘sefvices were expanded to’ begm servmg all famtly members at.one-
51te .under" one roof. These expanded servrces ifcluded: support services® ‘Such” as
: counselmg, on- snte health ‘services,: child, development ‘and’ transmonal housmg
JRY ,specu’lc job’ Sklll trammg, apprentlceshlps ‘and” entrepreneurlal trammg, and educatronal
opportunltles for 0 (1111terates) through G E D and college—preparatory learners

...... P P

.a,

Stage Three. Fully 1mp1ement ‘a communtty-wrde, famrly-centered comprehenswe
-service model.t} In’this stdge, community and.national resotirces: are brought’ together to:
1mplement a working,.fully rephcable, large scale, natronal demonstratron ‘model,
prov1d1ng at-risk ‘familiés and individualswith’ the services’ they need to. move to self
'_sufftcnency This adaptable comprehenswe ‘modelis; rephcated across the Tegion, ‘and;
| ther-across’ the country Expanded services. for’ addltlonal famtly members such’ as;
: .“chlldren and -in-school - youths' and’ .strong housrng and: commumty mtegratlon
e .components ‘aré. mtegral ‘A Certificate™ .of Mastery 1mprovmg ‘educattonal and:
'.employment opportumtres for: learners and ensurmg rthe prlvate ‘sector of. prepared
’ ;_sktlled workers 15 mmated Wrth the purchase of the .site* for the hattonal

.'|-Stage Three. "By addtng addxttonal sérvices such as chlld care and |ob placement to’its,

model VMI is’ also focusm -on Sta e Three o enns f._ L T T T

.- BERELS lf _} '-". '-' -
' ;_Stage Four. Reglonal tmplementatton. Havmg gone to scale and proven successful

%74 the  model ‘is: repltcated :across “the: region demonstratmg its. adaptablhty toarea and.

".populatton It is ‘planned-t that the modelbe’ “fully. replxcated in' New Orleans, ‘then other.
.| .cities in’ Loursrana, Texas’ and the regronal states first phase. Fort Worth Galveston and .
i-Albuquerque have' requested ‘consideration :for, next phase rephcatron The model 1s°

el "Stage Frve Natronal unplementatnon. Havmg repltcated' throughout the regron the

'r‘. e

[P

‘,'model expands natlonally, adaptmg 1tse1f to meet the spec1f1c needs of each area

- ".'The blueprmt for th1s model has been developed through the experrences of the two

S agenaes The Amertcan Institute for Learning and Vales. Management vInc} and" ;
e through the w1sdom of those. they serve’and other. professronals studymg and asSrsnng
L at-rlsk Amerrcan families-and. 1nd1v1duals Partrcular credit is gnven to, the authors and




