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EXAMINING THE ROLES AND
RESPONSIBILITIES OF HUD
AND FEMA IN RESPONDING
TO THE AFFORDABLE HOUSING
NEEDS OF GULF COAST STATES
FOLLOWING EMERGENCIES AND
NATURAL DISASTERS

Wednesday, June 4, 2008

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING AND
COMMUNITY OPPORTUNITY,
COMMITTEE ON FINANCIAL SERVICES,
AND
SUBCOMMITTEE ON EMERGENCY
COMMUNICATIONS, PREPAREDNESS,
AND RESPONSE,
COMMITTEE ON HOMELAND SECURITY,
Washington, D.C.

The subcommittees met, pursuant to notice, at 10:13 a.m., in
room 2128, Rayburn House Office Building, Hon. Maxine Waters
[chairwoman of the Subcommittee on Housing and Community Op-
portunity] presiding.

Members present from the Subcommittee on Housing and Com-
munity Opportunity: Representatives Waters, Lynch, Cleaver,
Green, Maloney; and Capito.

Members present from the Subcommittee on Emergency Commu-
nications, Preparedness, and Response: Representatives Cuellar,
Sanchez, Dicks, Lowey, Holmes Norton, Christensen, Etheridge;
Dent, and Souder.

Ex officio: Chairman Frank and Chairman Thompson.

Also present: Representative Watt.

Chairwoman WATERS. This joint hearing of the Subcommittee on
Housing and Community Opportunity and the Subcommittee on
Emergency Communications, Preparedness, and Response will
come to order.

Good morning, ladies and gentlemen. Before we begin, I would
like to thank Mr. Cuellar and Mr. Thompson for requesting this
joint hearing on “Examining the Roles and Responsibilities of HUD
and FEMA in Responding to the Affordable Housing Needs of Gulf
Coast States Following Emergencies and Natural Disasters.”
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As we saw several weeks ago during a hearing of the sub-
committee on the use of Community Development Block Grant
(CDBG) funds in the Gulf Coast, the region is far from a full recov-
ery. That hearing revealed the challenges facing Gulf Coast States
in using CDBG funds to replace their affordable housing stock.
While CDBG funding has historically been used to rebuild and re-
pair affordable housing damaged or destroyed as a result of natural
disasters, it seems that there is no corollary funding source for the
reconstruction of public housing following a disaster. This lack of
funding only compounds the Nation’s divestment in public housing
and the loss of public housing units.

The 2005 hurricanes were the deadliest and most expensive
storms on record. Over 1 million housing units were damaged along
the Gulf Coast as a result of the hurricanes in 2005, with half of
the damaged units located in Louisiana, which bore the brunt of
Hurricane Katrina. Total catastrophic losses from Hurricane
Katrina are estimated at $40.6 billion with uninsured losses much
higher.

Thousands of public housing units were damaged during these
storms. For example, in Mississippi, 2,695 units were damaged or
destroyed. In New Orleans, 4,144 public housing units were dam-
aged or destroyed. While most of the units in New Orleans could
have been rehabilitated, HUD embarked upon the path of demol-
ishing over 4,500 units. But the redevelopment of the public hous-
ing units in Mississippi and New Orleans has a dedicated funding
source. Mississippi is using $105 million in CDBG funds to rebuild
while HUD has secured over $700 million to fund its plan for New
Orleans public housing.

While the funding for these projects is clear cut, in general fund-
ing resources for public housing units damaged through disasters
is not. Because any public housing unit damaged or destroyed as
the result of a disaster should be replaced on a one-for-one basis,
this lack of funding resources directly contributes to the loss of
public housing units.

Section 9(k) of the U.S. Housing Act requires the Secretary of
HUD to set aside up to 2 percent of the total amount made avail-
able under the public housing operating fund for the repair of pub-
lic housing units damaged during disasters and other emergencies.
However, this funding has never been made available. The funding
year 2000 appropriations act and subsequent appropriations acts
have contained language expressly forbidding the use of funds for
this purpose. Although Congress has provided annual emergency
capital needs funding for the repair of damaged public housing
units, these funds have been subject to recapture. Moreover, the
Administration’s funding year 2009 budget recommended no fund-
ing for emergency capital needs.

Unfortunately, the memorandum of understanding entered into
between HUD and FEMA does not allow housing authorities to
apply for emergency funds from FEMA’s Section 406 program
which can be used to repair other structures. I am curious to know
why, given the extremely limited funding resources available for
the repair of damaged public housing units, the memorandum of
understanding between HUD and FEMA has not been updated to
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allow housing authorities to use Section 406 funds for repairs. I
hope that our witnesses can shed some light on this situation.

Also, I am concerned about the current state of affordable hous-
ing in the Gulf Coast. Specifically, I am looking forward to hearing
from our FEMA witnesses on the Agency’s progress with moving
families out of trailers that have tested positive for formaldehyde,
and I am extremely concerned about FEMA’s draft 2008 hurricane
season plan which states that contrary to public assertions made
by Administrator Paulison, FEMA plans to house families in trail-
ers as a last resort in the event of hurricanes this year. We all
know the dangers of this toxic chemical, and we are well aware of
FEMA’s rush to empty out these trailers because of the proven
health risk associated with formaldehyde exposure. Given these
facts, I am eager to hear why the Agency is still considering trail-
ers as a viable housing option following disasters.

I am looking forward to hearing from our two panels of witnesses
on the roles and responsibilities of HUD and FEMA in responding
to the affordable housing needs of Gulf Coast States following
emergencies and natural disasters.

I would now like to recognize Mr. Cuellar, the chairman of the
for an opening statement, thank you.

Chairman CUELLAR. Good morning, and thank you. I would like
to thank Chairwoman Waters for joining our subcommittee to have
this important hearing.

Chairwoman Waters, you have been a national leader in housing
issues. We recognize and we appreciate the work that you have
done and we are glad that we are able to come together today to
continue to exercise strong congressional oversight over emergency
housing issues. I would like to take this time to recognize both the
chairman of the full Financial Services Committee and the chair-
man of the Homeland Security Committee—Mr. Barney Frank and
Mr. Bennie Thompson—for their commitment to and leadership on
this important issue.

As T see it, there are two goals we hope to achieve with this hear-
ing. First, we need to get a status report on where we are in ad-
dressing the housing crisis along the Gulf Coast. Nearly 3 years
after Hurricanes Katrina and Rita struck, the people along the
Gulf Coast are still coping with their aftermath and struggling to
recover. There is no doubt that our Nation has faced unprecedented
challenges in our efforts to effectively and safely house the victims
of these disasters.

While some progress has been made, I believe our Federal Gov-
ernment can and should move faster. As of May 23, 2008, there are
23,412 temporary housing units still occupied by disaster victims in
the Gulf Coast. We are talking about 3 years after the disaster hit.
Those numbers are just too high.

Second, I believe this hearing will give the members the oppor-
tunity to examine whether plans are being developed to ensure
that our Nation will be better prepared to meet the housing needs
resulting from future disasters. In order for our Nation to truly be
resilient, the lessons we have learned from that cannot be ignored.
We have to learn from the past and we have to learn those lessons.

One of the most striking lessons we learned from Katrina and
Rita was that this country was ill-prepared to provide emergency
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housing to victims of a major disaster. To house the number of in-
dividuals who lost their homes during Katrina and Rita, FEMA
was forced to hastily purchase thousands of trailers. As we all
know by now, many of those units were unsafe, and we will be
dealing with the health ramifications of this for years to come.

While we cannot turn back the clock on this particular situation,
we can make certain that this problem will not be encountered dur-
ing future disasters. The Post-Katrina Emergency Management Re-
form Act required FEMA, along with other Federal agencies and
nonprofit organizations, to develop a national disaster housing
strategy. The national disaster housing strategy was due to Con-
gress by July of 2007. Here we are almost a year later and we are
still waiting for that strategy. We cannot develop the solutions
without having this national disaster housing strategy, and we
hope we will hear from Mr. Castillo and other folks about this
strategy.

While I recognize the fact that the ongoing efforts to resolve the
temporary housing issues in the Gulf Coast, as of late the strategy
release, I still feel that a year delay is just simply too long. I can-
not stress how important plans like this are in ensuring that all
key players will be ready to act when the next emergency housing
crisis is upon us.

I want to thank again all of the witnesses for both panels for
being here today. I thank them for their testimony, and Madam
Chairwoman, I yield back the balance of my time.

Chairwoman WATERS. Thank you very much, and I will now rec-
ognize Ranking Member Dent of the Subcommittee on Emergency
Communications, Preparedness, and Response for 5 minutes for an
opening statement.

Mr. DENT. Thank you, Madam Chairwoman. Today’s hearing ad-
dresses the important issue of how Federal, State, and local gov-
ernments work together to meet the emergency and long-term
housing needs of disaster victims. FEMA is authorized by law to
provide temporary housing assistance to disaster victims for a pe-
riod of up to 18 months unless extended. Due to the devastation
caused along the Gulf Coast after Hurricane Katrina in 2005,
FEMA continues to provide housing assistance to storm victims al-
most 3 years later.

While FEMA and the Department of Housing and Urban Devel-
opment, HUD, are working together to find long-term solutions to
the needs of disaster victims, this task is proving extraordinarily
difficult. As we will hear from our witnesses, one major factor af-
fecting the ability of storm victims to pursue long-term housing is
a severe shortage of rental properties in the hardest-hit areas.
Those properties that are available are much more expensive than
before the storm, placing them beyond the financial means of many
Katrina evacuees.

In addition to moving people to rental units, hotels, and motels,
FEMA is testing new types of housing for disaster victims through
the alternative housing pilot program. The so-called “Katrina cot-
tage” is one such form of housing being developed and deployed
through this program. While the cottage offers a safer, more spa-
cious, and more permanent alternative to travel trailers or mobile
homes, some local jurisdictions are unhappy with their use and are
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preventing their construction. Meeting the housing needs of dis-
aster victims requires a coordinated strategy involving not only
FEMA and HUD, but also the appropriate State and local authori-
ties.

I look forward to an update from FEMA and HUD on the devel-
opment of the national disaster housing strategy that was required
by the Post-Katrina Emergency Management Reform Act of 2006.
I also look forward to discussing with our witnesses how all levels
of government can work together to more effectively facilitate the
recovery process and ensure disaster victims are able to find per-
manent housing as quickly as possible.

b All{ld with that, Madam Chairwoman, I thank you and I yield
ack.

Chairwoman WATERS. Thank you very much. I will now recog-
nize our Housing and Community Opportunity Subcommittee
Ranking Member Capito for 5 minutes for an opening statement.

Mrs. CApiTo. Thank you, Madam Chairwoman, and thank you
for holding this joint hearing. In the interest of time, and since I
just walked in, I will just ask that I can submit my statement for
the record and yield back the balance of my time.

Chairwoman WATERS. Thank you very much. I will now recog-
nize Mr. Cleaver for 3 minutes for an opening statement.

Oh, I am sorry, Mr. Frank is here. Mr. Frank and Mr. Thomp-
son, the chairmen of the Financial Services Committee and the
Homeland Security Committee, are responsible for helping to bring
these subcommittees together to deal with this important subject
that we have today, so I would like to recognize Mr. Frank at this
time for as many minutes as he would like to take.

Chairman FrANK. I thank you, Madam Chairwoman, and I ap-
preciate that, even though I think technically your first sentence
was, “I'm sorry Mr. Frank is here.”

[Laughter]

Chairman. FRANK But I will overlook that. The chair of this sub-
committee, the gentlewoman from California, has been unequaled
in her zeal to right one of the great wrongs in the record, I believe,
of the American government, and that is the failure to come to the
aid of hardworking low-income people who were the victims of a
natural disaster.

We have arguments back and forth when we deal with issues of
alleviation of poverty and hardship about whether or not certain
individuals were culpable or not. I generally believe that some on
the other side exaggerate the individual fault that has resulted in
these conditions, but there is no room for argument in this case.
We are talking about people who are living and working in commu-
nities in Louisiana and along the coast of Mississippi who were
devastated by a natural phenomenon for which no one, with the
possible exception of a few nut preachers, could blame them.

And what we have is the government of the most powerful and
wealthiest nation in the history of the world doing very little to al-
leviate their plight not only in the immediate aftermath, which was
well-documented, but today. There are people living today in inad-
equate housing because of the failure of this government to re-
spond. There are people living in the city of our colleague from
Texas, Mr. Green, and the people of Houston have been noble in
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their willingness to open their arms to people, but they should not
have been asked to do that for this long.

I can think of few comparable failures in our history on the part
of this government. Now we are here to deal with one of the causes.
Some of it, I think, has to do with individual culpability but that
is by no means the whole story, and part of it is, I believe, the divi-
sion of responsibility between the two Agencies represented here.
I have been critical of the performance of each of the agencies, but
I also think it is fair to note, on their behalf, that part of the prob-
lem is a division of responsibilities between them that makes no
sense, and I hope we will get some response to the short-term issue
of a memorandum of understanding which prevents funds from
going to public housing.

We understand that is part of this, that we have a memorandum
of understanding between two Federal agencies which has ab-
solved, apparently in their minds, each of them of the responsibility
to provide funding to replace public housing for the lowest-income
residents destroyed by a hurricane. And why we haven’t been told
today that it is going to happen, I do not understand. It is incon-
ceivable, the argument that the government doesn’t have the
money.

But beyond that we have a problem, and Ms. Waters and I en-
countered this, and Mr. Thompson and I, when we began to deal
with this issue of trailers that were not fit for human habitation,
of inadequate housing, and FEMA and HUD tended, frankly, to
blame each other. We had difficulty, I will say, and I was appalled
at this, at getting FEMA and HUD to come to a hearing at the
same time. We were told, no, they didn’t want to come at the same
time.

Well, that has to stop, and I want to express my appreciation to
our colleagues on the Homeland Security Committee because we in
Congress are not immune from this jurisdictionalism and part of
the problem comes when we have committee turf wars. I am very
proud of the cooperation that has existed between the Committee
on Financial Services and the Committee on Homeland Security on
a range of issues involving spending to try and alleviate the phys-
ical damage and social harm that was wreaked by that hurricane,
and we have between us the jurisdiction over HUD and FEMA.

I have spoken with the chairman of the Homeland Security Com-
mittee, the chair of our Housing Subcommittee has been in the lead
on this, and I think I speak for all of us, and I believe the gen-
tleman from Texas as well, the chair of the Homeland Security
Subcommittee, we are determined to fix this. We are determined
that by the time we finish this year, much clearer responsibility
has to exist between FEMA and HUD, and this shared responsi-
bility has clearly not worked.

I don’t know how anyone could deny that the record of the Fed-
eral Government in responding to this hurricane has been shame-
ful, and it is not entirely a matter of individual fault, it is partly
a matter of government structure, but that does not make it any
less shameful and it doesn’t make it any less urgent that we repair
the situation.

We can begin and I hope we know by the end of this hearing that
money is going to be provided for public housing repair. I will not
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find acceptable any explanation of why, nearly 3 years after the
hurricane, we haven’t been able to do that.

Of course we will also be addressing in the TSE bill our effort
to provide additional funding for the construction of new affordable
housing units, and that continues to be a very high priority of the
gentlewoman from California, the other members of our committee,
and myself, but we are going to insist that there be money provided
for public housing reconstruction and that we will begin, hopefully
with the cooperation of the two Agencies, to repair this situation
of a divided set of responsibilities that has hurt some of the need-
iest people in this country who have a much more legitimate claim
on our help than has been recognized.

Chairwoman WATERS. Thank you very much, Mr. Chairman. We
also have with us Chairman Thompson, the chairman of the Home-
land Security Committee, who hails from Mississippi where there
were 2,695 units damaged and who has provided leadership in try-
ing to deal with the question of CDBG and FEMA, and we are very
pleased that he has provided leadership for this hearing here
today. Mr. Thompson, you are recognized for as many minutes as
you would like to have.

Chairman THOMPSON. Thank you very much, Madam Chair-
woman. I associate myself with all of the statements that have
been made. Chairman Frank and I have had a number of discus-
sions about the challenges that Hurricane Katrina posed for this
country.

One of the major conflicts, however, is whether or not the Agen-
cies charged with responding to many of those challenges really
functioned. With respect to housing, we can’t really pass the buck.
Whether those individuals are in owner-occupied housing or public
housing, we have a responsibility. If we accept FEMA'’s role tempo-
rarily to do that, we should do it the right way. If HUD is the enti-
ty that has responsibility, then that relationship needs to go for-
ward.

But as Mr. Castillo said, we can’t stick our heads in the sand.
We have to do our job. Unfortunately, I was in New Orleans the
night before last listening to some of the public housing challenges
that still exist, and I read in this morning’s paper where we had
to call out a SWAT team for somebody we were trying to evict out
of a Katrina trailer because that person had nowhere to go. And
so we have now started putting burdens on people that we put in
many of those temporary facilities by trying to evict them with no
place to go.

We need a strategy. There is no question about it. I look forward
to the testimony. I am concerned, Madam Chairwoman, that some
of the monies that Congress was so gracious to send to many of the
States impacted by Katrina, but now some of the monies are being
proposed to expand ports, and to build roads to plants that are 300
miles away from the Katrina-impacted area, as well as some other
issues that we will have hearings on later.

I support our response. If government can’t respond to its citi-
zens in their time of need, then where can those citizens turn? So
we accept that proposition. We ought to make sure that we put
them in something that is safe and sanitary and not allow what is
happening in many of our areas. The land speculation, Madam
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Chairwoman, is rampant. People are not able to afford the prices
for land. And there is no real long-term commitment to affordable
housing being demonstrated.

So I look forward to the testimony and the questions that follow,
and I yield back.

Chairwoman WATERS. Thank you very much, Mr. Chairman. Mr.
Souder?

Mr. SOUDER. Thank you, Madam Chairwoman. I hope today we
can separate and keep separated a couple of major issues. One
focus is how you do housing and city rehabilitation, particularly
with devastation this great, and I think excellent issues have been
raised on land speculation, on how you do this. Do the jobs come
first, does the housing come first, how do you do this by neighbor-
hood? New Orleans has struggled with the best ways to do this,
and I think they have creatively tried to address it, and our Fed-
eral response will be critical to this because it is, in many cases,
low-income housing.

A second focus is what we do with emergency housing and how
we are going to handle long-term emergency housing. A third focus
is, I thought excellent points were made about cooperation both
here and problems we have in the Executive Branch and it is im-
portant that both the Executive Branch and the Legislative Branch
work together.

I have a particular interest in full disclosure. Most of the so-
called FEMA trailers came from my district; 58 percent of RVs and
much of manufactured housing comes from my district. I have been
very concerned, and it started here again, in this hearing, with
mischaracterizing what our number one kind of emergency housing
is, which are the so-called FEMA trailers.

There has been a misunderstanding that somehow these are
sprayed with formaldehyde. I hear the term “formaldehyde-laced.”
It is in the wood. And that whatever kind of housing you do,
whether it is in a confined area—it is also in the vinyl, it is in the
carpet, it is in the furniture; it isn’t in the trailer. Therefore any
type of small confined housing that is not ventilated properly will
cause the same phenomena. It is not the trailer. I don’t know
where it started that it is the trailer.

But there is another question here—I have asked repeatedly and
have found the answer to—was there a control group of people who
weren’t in the so-called trailers, and the answer is that the control
group was the United States. The new Mississippi study is showing
that kids who weren’t in this housing had the same effect because
the question is, was it in the air? So even if you ventilate, you are
going to have some sort of breathing reaction.

There were four cases in the entire United States until it started
down in Katrina, in that now some other people are saying, I won-
der if my breathing problems were caused by this? But we have
had millions of these trailers a year out and we haven’t had these
kinds of problems, so I think it is really important that we don’t
cut off our nose to spite our face, so to speak. The alternatives to
formaldehyde have even more characteristics that could cause
health problems, and it isn’t the trailers, it is in the wood, it is in
the fiber, it is in the fabric. We emit formaldehyde ourselves, so the
more people you put in something, the more you are going to have.
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So I hope today we stay focused on a huge challenge and that
is, regardless of how you feel about the emergency housing, why
are these people still in emergency housing? This was supposed to
be a short-term phenomena, not a long-term phenomena. Whatever
we put people into, in confined spaces, is going to become problem-
atic. And I hope that we focus on that and that we work out better
standards.

By the way, one other thing with the emergency housing, be-
cause they were trying to get as much as they could, only about
half of this was new stock. They were buying it off of lots, they
were buying it off of other places, and that is why I start asking
about the air, because the studies showed that the highest expo-
sure was not in a newly built one.

The challenge here is not to become emotional about it, but to
be as dispassionate as we can to both address future emergency
housing and expedite the transition so that people, regardless of
what the temporary housing is, have some kind of alternative so
you don’t have to forcibly eject them when they don’t have another
place to go.

I thank the chairwoman and I yield back.

Chairwoman WATERS. Thank you very much. Mr. Cleaver for 3
minutes.

Mr. CLEAVER. Thank you, Madam Chairwoman. Thank you for
doing the heavy lifting to get this joint committee meeting together.
I am going to defer any comments until the question and answer
period because I am more interested in trying to find out how and
why there is this question about legislative intent between HUD
and FEMA. And so as one of the non-nut preachers, I want to dig
into what we do when people don’t understand legislation. I yield
back my time.

Chairwoman WATERS. Thank you very much. Mr. Green for 3
minutes.

Mr. GREEN. Thank you, Madam Chairwoman. I want to espe-
cially compliment the Chair, as has our chairman of the full com-
mittee, for her outstanding work. I have been to Louisiana with her
and I know of her commitment to helping persons who have been
displaced by this force of nature, who have been impacted by it.
And we still have a disaster that we have to deal with; it is a
human disaster.

I have been blessed to serve on both the Homeland Security and
the Financial Services Committees. I have also been blessed to
serve the 9th Congressional District in Texas, which inherited a
good number of persons from Louisiana and some other places. Lit-
erally, we received the equivalent of a small city without all of the
infrastructure necessary to support a small city. And we were hon-
ored to have the opportunity to serve our fellow human beings.

But at the same time, there is a need for some assistance to help
with the services that have to be provided. We find ourselves now
in Houston, Texas, still in need of some additional assistance, and
I am eager to hear about the long-term plans for persons who are
relocating in Houston, and some who are still, in their minds, in
Houston temporarily.

Finally, it seems to me that one of these agencies has a short-
term mission and the other has a long-term mission. Short-term
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help, long-term assistance, and somehow the line between the
longterm and the short term has to be better defined so that we
can clearly understand with whom the responsibility lies for some
of the things that we have talked about that one Agency contends
the other Agency is responsible for, and it becomes difficult to sift
the sand and find the pearls of wisdom as to whom it is that is en-
tirely responsible.

So I say to you we have to define this line, find the boundaries
that are important to us. We also have to, as we do this, concern
ourselves with this one-for-one replacement that the chairwoman
mentioned. I am concerned very much about the housing in Lou-
isiana, wherein we had an agreement, in my opinion, to have one-
for-one replacement, but I don’t see it being honored to the extent
that I thought the agreement was to be honored.

That one-for-one replacement is important. If people want to re-
turn home, there has to be a home to return home to, and without
the replacement effort, we are not providing the opportunity for
people to go home. Everybody should have the right to go home.
People want to go back, and they ought to be able to get back.

Finally, I thank Chairman Frank for what he has done, and
Chairman Thompson, as well. The two of them are outstanding
chairmen. I am honored to serve with them and they have both
made a concerted effort to try to make sure that our persons in
Houston, Texas, are properly taken care of. For this I am grateful,
and the ranking member of the Housing Subcommittee, Mrs.
Capito, was not the chair at the time, but I know of her desire to
be of assistance and I appreciate what she has done as well.

With that I yield back, Madam Chairwoman.

Chairwoman WATERS. Thank you very much. Mr. Etheridge?

Mr. ETHERIDGE. Thank you, Madam Chairwoman. And to expe-
dite this, Madam Chairwoman, I will submit my statement for the
record, and hopefully you will be a little lenient when we get into
the Q & A, and I will have an opportunity to speak. Thank you and
I yield back.

Chairwoman WATERS. Thank you very much. I am now pleased
to welcome our distinguished first panel. Our first witness will be
Mr. Carlos Castillo, Assistant Administrator for Disaster Assist-
ance, Federal Emergency Management Agency, U.S. Department of
Homeland Security. Our second witness will be Mr. Jeffrey H.
Riddel, Director, Office of Capital Improvements, U.S. Department
of Housing and Urban Development. I thank you all for appearing
before the subcommittee today, and without objection, your written
statements will be made a part of the record. You will each now
be recognized for a 5-minute summary of your testimony. Thank
you.

STATEMENT OF CARLOS J. CASTILLO, ASSISTANT ADMINIS-
TRATOR, DISASTER ASSISTANCE DIRECTORATE, FEDERAL
EMERGENCY MANAGEMENT AGENCY

Mr. CaSTILLO. Good morning Chairwoman Waters, Chairman
Cuellar, Chairman Frank, Chairman Thompson, and members of
the subcommittees. I am Carlos Castillo, the Assistant Adminis-
trator for the Disaster Assistance Directorate in the Department of
Homeland Security’s Federal Emergency Management Agency
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(FEMA). I thank you for the opportunity to be here today to rep-
resent the Department and FEMA and to discuss our role and re-
sponsibility in responding to the affordable housing needs of Gulf
Coast States following emergencies and natural disasters. New pro-
grams, policies, initiatives, partnerships, and collaborations define
the improvements that have taken place within FEMA since Hurri-
canes Katrina and Rita. Many of the lessons we learned have been
institutionalized and are now being implemented nationwide.
FEMA continues to marshal the efforts and expertise of the com-
munity of Federal, State, and local emergency managers and vol-
untary organizations to aggressively and compassionately address
the needs of individuals, families, and communities devastated by
disasters.

I have submitted my written testimony for the record and it out-
lines a number of FEMA programs aimed at assisting Gulf Coast
communities and disaster victims. I will summarize them briefly as
well as address the memorandum of understanding we have with
HUD that outlines eligible emergency repair assistance.

Forward progress, our Gulf Coast housing strategy action plans:
We are committed to providing suitable long-term housing solu-
tions to families impacted by Hurricanes Katrina and Rita who still
reside in temporary housing units. Led by FEMA’s Gulf Coast Re-
covery Office, we continue to work with applicants to ensure that
they have access to any and every available housing resource that
can help speed their recovery. We are pleased that nearly 84 per-
cent of the households that received temporary housing units fol-
lowing Hurricanes Katrina and Rita have now moved out of those
units and back into some form of permanent housing. The work of
transitioning the remaining residents presents many challenges as
we try to balance available resources with support needs of the
families that reach beyond basic housing, but are often just as crit-
ical to the individual’s ability to return to self-sufficiency. Afford-
able housing, particularly rental units, is very limited in many
areas along the Gulf Coast.

However, FEMA has taken steps to increase the amount of avail-
able rental units and reduce the other barriers that may slow the
process for an applicant. We redefined our current lodging contract
in August of this past year to encourage greater landlord participa-
tion and expand the universe of rental properties and reduce com-
mon barriers for the remaining disaster population. These incen-
tives and additional actions include payment of rental assistance
above the current fair market rate, payment to landlords for utili-
ties included in the rent payment, payment to landlords for repairs
to property damage made by disaster applicants, payment of secu-
rity deposits and processing fees for background checks required by
some landlords, and assistance with locating furniture and other
necessities for basic living needs.

We previously announced the plan to close all group sites and re-
locate residents by June 1, 2008, and we have continued in this ac-
tivity as part of our ongoing efforts. We have already moved over
120,500 households out of temporary housing units as residents
move into more long-term housing solutions. While the majority of
group site residents have successfully transitioned into functional
long-term housing, some of the remaining residents are experi-
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encing challenges. FEMA officials understand this and we have
worked diligently to remove many of the barriers they have faced
in relocating. As of May 30, 2008, there are 22,437 households still
occupying temporary housing units in the Gulf Coast and 728
households still in group sites.

This year, Administrator Paulison wrote to the Governors of Lou-
isiana and Mississippi to establish a joint Federal/State Housing
Relocation Task Force. Both States, as well as our key Federal
partners identified representatives for this task force, which is in-
tended to share resources, identify solutions to barriers, and de-
velop joint policies for messaging for those still in need of housing.
The task force members will also be charged with identifying op-
portunities for collaboration with local governments.

Disaster housing assistance program: On July 26th of last year
FEMA and HUD executed an interagency agreement establishing
the DHAP program, a temporary housing rental assistance and
case management program for eligible individuals and households
displaced by Katrina and Rita. The program is currently being ad-
ministered through HUD’s existing infrastructure of public housing
agencies. Ultimately, over 40,000 eligible residents displaced by the
Gulf Coast hurricanes will continue to have their rent paid through
this partnership.

The memorandum of understanding regarding repair of public
housing following emergencies and natural disasters: I am also
aware that Chairman Frank has expressed concern, as others, over
FEMA'’s ability to fund repairs to public housing authorities dam-
aged as a result of Hurricane Katrina. FEMA has this MOU with
HUD outlining eligible emergency repair assistance, and we have
agreed that FEMA will, in its discretion, provide for essential as-
sistance authorized under Section 403 of the Stafford Act to eligible
public housing authorities that fall outside of HUD’s authorities
and FEMA has provided $7.4 million to the housing authority of
New Orleans for emergency protective measures. I understand I
am past the—may I finish the—

Chairwoman WATERS. You may wrap up your statement.

Mr. CASTILLO. Yes. We will work together with HUD to resolve
this. I just wanted to be clear that the memorandum of under-
standing was meant to clarify what our roles, what HUD and
FEMA'’s roles are. It wasn’t meant to change anything.

[The prepared statement of Mr. Castillo can be found on page 62
of the appendix.]

Chairwoman WATERS. Thank you. We are going to get to that in
the questioning. You will have time to explain.

I am going to move right to Mr. Riddel at this point. Thank you.

STATEMENT OF JEFFREY H. RIDDEL, DIRECTOR, OFFICE OF
CAPITAL IMPROVEMENTS, PUBLIC AND INDIAN HOUSING,
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Mr. RIDDEL. Good morning. Chairwoman Waters, Chairman
Cuellar, Chairman Frank, and Chairman Thompson. It is an honor
and a privilege to be before you this morning, I thank you for the
opportunity.

My name is Jeff Riddel, and I am the Director of the Office of
Capital Improvements, the Office that administers the Capital
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Fund program which gives housing authorities funds to repair and
maintain their housing stock. The Office of Capital Improvements
is also the office that administers the emergency and natural dis-
aster grant program.

I am here this morning to discuss with you how best to achieve
funding to enable housing authorities to respond to make the nec-
essary repairs following natural disasters. I would like to summa-
rize briefly some of the issues and then propose one policy option.
As you know, we also provided a written statement.

The Quality Housing and Work Responsibility Act, QHWRA,
which was enacted in 1998 included a provision, Section 9(k) which
permits HUD to award natural disaster grants to housing authori-
ties. It also authorized HUD to make emergency grants to address
situations that endanger the health and safety of public housing
residents. As the chairwoman mentioned in her opening remarks,
section 9(k) directs HUD to set aside not more than 2 percent of
the capital and operating funds for emergencies and other natural
disasters and housing needs resulting from any settlement of litiga-
tion.

However in every appropriations bill since 2000, Congress has
determined that HUD should not use appropriated amounts under
9(k) and has separately appropriated a set-aside amount for emer-
gencies and natural disasters. The funding has declined signifi-
cantly for emergencies and natural disasters from a high of $75
million in 2000-2002 to a low of $16.8 million last year.

In 2004, four hurricanes struck the State of Florida and com-
pletely depleted the $39.8 million in funding available for that
year. In 2005, Hurricanes Katrina and Rita struck the Gulf Coast
and the disaster funding available that year was inadequate to re-
store public housing damaged or destroyed. Hurricane Wilma
struck Florida during the first month of Fiscal Year 2006 and sub-
stantially depleted the $16.8 million available at that time. The
current level of $18.5 million, while an increase from 2006 and
2007, would not be sufficient to meet the disaster needs such as
those that have occurred in recent years.

Public housing authority losses from hurricanes and disasters
are mitigated to a large extent by HUD’s regulatory requirements
that they maintain specified insurance for coverage for property
and casualty losses. The size and scale of these hurricanes have
tested that requirement. HUD found that insurance proceeds are
insufficient in some cases, such as with most of the housing author-
ity of New Orleans, among others. Public housing authorities that
face funding shortfalls due to insufficient insurance proceeds and
HUD disaster grant funding have sought public housing assistance
under FEMA pursuant to Section 406 of the Stafford Act.

In the late 1990’s, HUD and FEMA signed a joint coordination
letter addressing the procedures for public housing authorities ob-
taining essential assistance for items such as debris removal and
demolition of unsafe structures pursuant to Section 403 of the Staf-
ford Act. The joint coordination letter did not address the issue of
FEMA public assistance for reconstruction and long-term repair
under Section 406 of the Stafford Act.

In 2007, HUD developed a proposed memorandum of agreement
between itself and FEMA that would have made it possible for
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FEMA assistance pursuant to Section 406 to be available as a last
resort for funding when insurance proceeds and disaster grants
from HUD were inadequate. However, because Section 9(k) exists,
Section 406 funding has been thought to be not available for public
housing authorities because it violates the appropriations law by
augmenting Congress’ appropriation for natural disasters funded
through the capital—

Chairwoman WATERS. Could you speak up please?

Mr. RIDDEL. Sure. I would be happy to.

In recent years, the President’s budget has proposed eliminating
both the portion of 9(k) that provides for disaster grant funding
and the set-aside for natural disaster grants in an attempt to al-
leviate confusion about disaster assistance and make it possible for
housing authorities to access Section 406 Stafford Act funding. If
Congress were to follow this course, there would be no separate dis-
aster funding provided for public housing, and consequently, FEMA
would be no longer augmenting another appropriation by providing
Stafford Act assistance.

Therefore, one potential solution to disaster funding shortfalls for
public housing authorities would be the permanent repeal or
amendment of Section 9(k) with the additional stipulation that no
funding be appropriated for natural disasters.

Thank you for the opportunity to appear. Again, I would be
happy to answer any questions at the appropriate time.

[The prepared statement of Mr. Riddel can be found on page 257
of the appendix.]

Chairwoman WATERS. Thank you very much. I would like to rec-
ognize myself for questions at this time. I have a lot of questions,
but I suppose I can only get answers to a few.

Let me just, if I may, follow up on something that Chairman
Thompson referenced in his opening statement. He indicated that
someone living in a FEMA trailer has been evacuated by a SWAT
team. Would you please explain to me why someone living in a
FEMA trailer, temporarily assisted because of a disaster, why
would they be evacuated?

Mr. CASTILLO. I believe you are referring to, there was an inci-
dent in New Orleans; I believe it started late last night or early
this morning. The incident is under investigation by the New Orle-
ans police department and I know they were coming out with a
statement, but I have nothing else to add. I just don’t know much
about it.

Chairwoman WATERS. Well, let us continue a little bit on this
business of FEMA trailers. We will see what we can find out about
that situation, maybe it was not associated with FEMA at all,
maybe it was the local police department.

But why would FEMA use trailers, again, given the health risks
associated with formaldehyde exposure? I appreciate the admoni-
tion of my colleague from the Homeland Security subcommittee
here, but I have referred to them as formaldehyde trailers, and I
think it upsets some people that I say that, but I still see them
that way. If in fact we know we have problems, whether it comes
from the wood or any other material in the trailer, why would we
use them again if we had a disaster and we needed to place people
someplace temporarily?
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Mr. CASTILLO. There is a lot of confusion, I believe, that some

folks refer to trailers and just look at travel trailers and mobile
homes, and just to differentiate, the way I understand your ques-
tion, it relates specifically to travel trailers, which are meant to be
a more temporary use, used normally as travel trailers to spend
maybe a weekend in and not necessarily meant for long-term hous-
ing.
At FEMA, we are looking ahead knowing that if we are faced
with another catastrophic, very extraordinary event among the
likes of Katrina or maybe even not to that extent, that we need to
do something different. We know that the travel trailers, the form-
aldehyde issue that has been raised and we have recognized and
are dealing with is but one. Travel trailers are not the ideal solu-
tion. We are looking at, through our joint housing solutions group,
we are looking at alternatives to travel trailers and some of the
other typical manufactured housing.

Again, our plan and our philosophy has been and is, first we will
look to, if there is are quick repairs that can be made to a home
where people are more comfortable, and their home as been af-
fected, where they can move back shortly after an event, looking
at available rental resources in an area that is affected, apartment
homes they can move into and it is more permanent, then we will
go to other manufactured housing like mobile homes, which are
larger.

The downside to mobile homes is for people, and the majority of
people who were in mobile homes and travel trailers were on pri-
vate sites, meaning people who were repairing their homes and
want to stay where their possessions are, want to stay in their
neighborhood where their school, their friends and relatives are—

Chairwoman WATERS. Let me interrupt you for a moment here.
Have you done any research since we have been confronted with
the problem of formaldehyde trailers? Have you done any research
about what kind of units would be better to be used in the event
of another disaster? I mean, what kind of real information do you
have about what is safe and what is not?

Mr. CastiLLo. We have worked primarily with HUD and the
Centers for Disease Control and Prevention to look at the areas
that their expertise is in and not ours, and we have consulted with
them and worked with them and continue to do that. One key
thing we are doing is we have tested, since Administrator Paulison
advised, we have tested every single unit that is offered to the
State, and that includes, although we haven’t offered travel trail-
ers, and again that is just a—

Chairwoman WATERS. But I am really asking about research. I
want to know, what have you learned that would help you to place
people in safer surroundings, environments in the future? Is there
a report that has been done? What real information do you have
about alternatives to trailers that are contaminated, be it from
wood or other materials?

Mr. CasTiLLO. We test the trailers—to answer, there is no report
that I know of—

Chairwoman WATERS. You have no research and no report? So
what you are doing is, you are trying to figure it out yourself, is
that right?
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Mr. CAsTILLO. The CDC, I know, is doing some studies on the
health effects of formaldehyde. We are testing our units, before
they are offered, for formaldehyde. We are testing that in accord-
ance with standard practices and protocols to make sure that there
is no—

Chairwoman WATERS. So you have no research that has been
done and you have no report about that research that would help
you to determine what would be the safest way to house people
who are the victims of a disaster, is that correct? You have no re-
search? I know you said you are testing, do you have any research
that would help you to determine how to house people safely in the
event of a disaster?

Mr. CAsTILLO. That we have conducted? No ma’am.

Chairwoman WATERS. I don’t care who conducted it. Whether
you conducted it, or whether you contracted it with someone, you
have no research, is that right?

Mr. CasTiLLO. We have a joint housing solutions group that is
looking at alternatives to housing and they have used experts from
different portions, having to do with specifically housing—

Chairwoman WATERS. I understand there was some recent test-
ing of children as it relates to perhaps some mental health prob-
lems. Are you aware of that?

Mr. CASTILLO. No, ma’am.

Chairwoman WATERS. Alright, thank you very much. I am going
to call on my ranking member, Mrs. Capito, at this time.

Mrs. CApPITO. Thank you, Madam Chairwoman. I have a question
for you, Mr. Castillo. Chairman Frank wrote a letter to FEMA Ad-
ministrator David Paulison in June 2007 and asked that FEMA re-
visit—and you began talking about the memorandum of under-
standing with HUD to clarify that public housing developments are
eligible to Section 406 funding if HUD funds are unavailable. In
your letter you said that you would be considering this, and this
was in November of 2007. I am wondering if you have completed
this study and what conclusions you have reached?

Mr. CASTILLO. We haven’t. We have worked, we have had meet-
ings with HUD to look at that and what I would like to clarify is
that the memorandum of understanding was simply something
that was written to clarify and spell out, to detail what HUD’s re-
sponsibilities are and what FEMA’s responsibilities are. It wasn’t
meant to change legislation or even address that.

Where we have agreed is—and perhaps it is not something that
we are happy with because the bottom line is that people who need
the housing perhaps still aren’t getting it as quickly as they
should—that we don’t have the authority, and because of aug-
mented appropriations, we are not in a position to provide disaster
relief funding under 406 of the Stafford Act.

Mrs. CAPITO. In terms of the remaining individuals, families who
are still not in some sufficient housing situations, what is that
number now?

Mr. CASTILLO. The number of folks still in—I can give you—we
have, right now, there are 22,188, as of Monday, 22,188 households
remaining in FEMA-provided temporary housing.
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Mrs. CAPITO. So they are living, now, still, in, you mentioned
travel trailers. Are they more permanent homes or more perma-
nent structures or—

Mr. CASTILLO. Those are primarily mobile homes and travel trail-
ers, the majority of which are on private sites.

Mrs. CAPITO. Is the issue that, in order to transition them from
this temporary living situation the fact that we are not coordi-
nating with HUD, is there not available housing or rental units, or
is it because of bureaucratic snafus, which I am certainly hopeful
that it is not. Could you expound on that?

Mr. CAsTiLLO. We are moving, we are averaging about 1,000
households a week that we are moving out into more permanent
housing. We are working closely with HUD, we have had—I will
give you an example.

There was, before we started even the joint housing solutions
group that we started that I mentioned both in Mississippi and
Louisiana, there were several databases. Every agency had a sepa-
rate database to rental property available. We have combined those
with HUD, FEMA, and the Gulf Coast to look at available rental
properties to move people into. As I said, we are moving 1,000 fam-
ilies a week into more permanent housing, it is just—it is not just
one reason for the delay, and we have moved out a lot of people.

Mrs. CapiTo. Well, that still is a staggering number—I am sure
you realize that as well—who are left without suitable housing.

Mr. CASTILLO. Absolutely.

Mrs. CAPITO. Last question, and this is sort of a general question
going back to the news reports post-Katrina. A lot of reports of un-
used housing or temporary housing, travel trailers, what is the sta-
tus of all that and can you clarify that for me please?

Mr. CASTILLO. Can you repeat the question? Unused—

Mrs. CAPITO. Question: Were there hundreds and hundreds of
travel trailers or housing units available that were unused, that
were just sort of parked, post-Katrina?

Mr. CASTILLO. I don’t know about that. I started with the Agency
less than a year ago, but I haven’t heard that was the case. I know
there were over 140,000 families who were housed through FEMA
in different temporary housing units, but I hadn’t heard that, that
you are referring—

Mrs. CAPITO. But as a point of clarification, to your knowledge,
since you weren’t there obviously you wouldn’t know, but at the
time, any available housing that was there onsite was used. Is that
correct?

Mr. CasTILLO. That is my understanding. Not just there onsite,
but also in other States who became host States and that have
sheltered a lot of Katrina/Rita victims outside of their own State,
yes, ma’am.

Mrs. CAPITO. Thank you. I yield back. Thank you, Madam Chair-
woman.

Chairwoman WATERS. Thank you very much. Mr. Cuellar?

Chairman FRANK. Will you yield me 10 seconds?

Chairman CUELLAR. Yes, sir.

Chairman FRANK. Mr. Castillo says that he has been at the
Agency less than a year. I would just note—and I appreciate the
gentlewoman from West Virginia referencing the letter I sent—that
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he has been at the Agency less time than my letter. I hope he has
gotten a better response than my letter has in that time; my letter
is a year old.

Chairman CUELLAR. Thank you, Mr. Chairman. Let’s see if we
can kind of look at the big picture here. One, the hurricane season
just started this Sunday, June 1st, is that correct?

Mr. CASTILLO. Yes, sir.

Chairman CUELLAR. Okay, that was number one. Number two,
we have over 22,000 individuals who are still living in temporary
housing, is that correct?

Mr. CASTILLO. Yes.

Chairman CUELLAR. We have, between Louisiana and Mis-
sissippi, about 6,000 available housing units, is that correct?

Mr. CASTILLO. Actually, I believe it is more than that. What we
know as of this week, and we are using hotel rooms as well as
part—we need to get people out for different priorities, if they have
formaldehyde concerns or their health issues, but we have identi-
fied 5,000 rooms in hotels that are willing to cooperate and partici-
pate with us, 5,000 in Louisiana, over 5,500 in Mississippi, and
4,900 apartments that are willing to participate with us, 4,900 in
Louisiana and over 2,000 in Mississippi.

Chairman CUELLAR. And if we take away hotels and motels that
you are using as alternative housing units, at least our number
show that there are about 6,000 between both States.

Mr. CASTILLO. A little more, yes. Close to that.

Chairman CUELLAR. Alright, if we look at that big picture, let me
ask this question both to Mr. Riddel and Mr. Castillo, same ques-
tion. Mr. Riddel, if FEMA is a disaster preparedness and response
agency, we know they are there for a particular purpose during a
disaster, and your mission under HUD has a different mission, that
is housing more on a permanent basis, should I say. With that in
mind, at what point during the recovery period do you feel it is ap-
propriate for FEMA to hand over the housing mission to an agency
that has more experience in this area? And then, Mr. Castillo, I
will ask you the same question.

Mr. RiDDEL. Thank you Mr. Chairman. Let me begin to respond,
I certainly would be happy to amplify it further.

What I think I hear in your question are issues of timing, of
longer-term solutions as well as shorter-term solutions. On a short-
term basis, the funding through FEMA does provide that oppor-
tunity.

What we are doing in the Disaster Housing Assistance Program
is taking over responsibility for that funding, for the operation of
the program, once tenants are relocated to some form of other
housing, because HUD has that expertise, that mission. On a
longer-term basis, certainly HUD’s mission is to provide safety,
some sanitary, affordable housing. That is the business that we are
in. So we are certainly working throughout the country, but espe-
cially in the Gulf Coast on redevelopment programs and strategies
to provide not only public but affordable housing in those commu-
nities.

Chairman CUELLAR. So here we are 3 years after the hurricanes.
Is it the appropriate time now to hand this over? You know, to an
agency that has more the expertise and the initiatives—
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Mr. RIDDEL. Yes. We are working now in that transition process
with FEMA, taking over responsibility for those residents as well
as working on their long-term housing needs, yes.

Chairman CUELLAR. When do you anticipate this passing of the
torch to happen?

Mr. RIDDEL. We have been working on taking over responsibility
for former FEMA residents now for the last several months. As
soon as relocation assistance is available, they become part of the
DHAP program.

Chairman CUELLAR. Are you ready to handle the situation that
if FEMA moves some of these folks over to hotels/motels—my un-
derstanding, they were there for 30 days. After 30 days, we don’t
know what is going to happen. I guess if you have somebody in a
trailer, for example, and there might be some issues about health,
that is one issue that they look at, but then the other issue, the
other alternative is, by moving to a hotel/motel, I am there for 30
days, and after 30 days I don’t know what is going to happen, are
you ready to handle that in the transition?

Mr. RIDDEL. Our focus certainly is on longer-term housing needs
and opportunities, and I think you identify an issue in terms of the
decision-making process of residents even in moving out of trailers,
they are concerned about their long-term housing needs, so our
focus is on that longer-term housing need rather than their being
in a hotel room for a few days.

Chairman CUELLAR. Because my time is almost up, Mr. Castillo,
could you answer that in 30 seconds? When is the time for FEMA
to hand over this work? That was important for you all during the
disaster, I recognize that, but now 3 years later, are you ready to
pass that on to somebody who has a little bit more expertise?

Mr. CASTILLO. Yes, and we have been passing that baton, as you
said, through the DHAP program, the Disaster Housing Assistance
Program. We have been transitioning folks and it will be up to
40,000 families that will be transitioned into them. Housing is
HUD’s mission, they are good at it, and it is what they do on a nor-
mal basis. We are good in the emergency phase. As far as a date,
I mean, it is what we transition to, but yes, I agree.

Chairman CUELLAR. Well, I have further questions but my time
is up, so thank you very much.

Chairwoman WATERS. Thank you very much. Mr. Dent?

Mr. DENT. Mr. Castillo, the Post-Katrina Emergency Manage-
ment Reform Act of 2006 required FEMA to develop a national dis-
aster housing strategy, as you know. A draft of that housing strat-
egy is being circulated among the stakeholder agencies and organi-
zations, as I understand it. Have you been receiving feedback on
that strategy, and if so, what have been the major areas of interest
and concern?

Mr. CASTILLO. It was first developed along with partner agencies.
Right now we have a final, FEMA has a final draft that is being
circulated, as you said, among other agencies, including what is re-
quired by law and through the national advisory council who has
it now. We haven’t received the feedback from them yet, but it is
something that is a very complex strategy that looks at and incor-
porates a lot of the lessons we have learned along the way.
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Mr. DENT. It is my understanding, too, that FEMA, as I think
you have stated, expects to deliver that strategy to Congress later
this month. Is that still the expectation on delivery?

Mr. CASTILLO. I don’t know the exact date. I know it is—I can
tell you and I can assure you that no one wants to see that strategy
out more than we do at FEMA and as soon as it does, we will cir-
culate it here.

Mr. DENT. You also referenced earlier that FEMA has estab-
lished the joint housing solutions group to evaluate innovative dis-
aster housing options, identify viable alternatives to FEMA travel
trailers and manufactured homes, and recommend improvements
to disaster housing operations. Could you please describe the ef-
forts of that group, and what agencies and offices are currently rep-
resented in that group? And I would also like to know if you have
any recommendations that have been developed?

Mr. CASTILLO. Yes. It started actually in 2007 when we brought
a group together. We have opened and communicated through a
Web site and through a lot of different channels opportunities for
companies and people to provide units that are looking at some-
thing different other than travel trailers and mobile homes that we
have been doing. There is a lot of different criteria that we have
published for them to use and the point is we have identified—

What we want to do is work to pilot the top four or five pros-
pects, the top four or five solutions that come out of that. We have
a housing assessment tool where people can submit this online in
sort of a self-evaluation to start out with to make sure it meets the
criteria of safety, health, formaldehyde free or very low in form-
aldehyde, other things that we have learned along the way that
will hopefully result in some good solutions for the future that we
can use and implement and test if we need to this season.

Mr. DENT. And Mr. Riddel, could you please discuss the current
state of affordable housing and the real estate market on the Gulf
Coast. How is HUD involved in efforts to ensure that there is suffi-
cient availability of affordable housing in a given area?

Mr. RiDDEL. I would be happy to. Our focus is certainly both on
public housing as well as affordable housing. The housing authori-
ties in the Gulf Coast area have redevelopment programs and
strategies that typically involve a multitude of approaches of hous-
ing types, of tenure, homeownership, rental, ranges of housing from
public housing to affordable housing to market rate housing, and
a variety of funding sources including Federal, State, and local
sources, so we work with those groups and have provided support
in as many different ways as we could.

For example, one of the things that has been done is to provide
housing authorities with the flexibility to use what is now called
housing choice voucher funding and what used to be called Section
8 funding flexibly so that they can use it for development purposes
and make that funding available using the appropriations that
Congress provided then to provide voucher assistance for families.

So we are working a variety of programs and types, certainly
working with other agencies as well as the chairwoman mentioned,
in New Orleans we have been able to get, through the housing au-
thority there, tax credit assistance through the Gulf opportunity
zone to get several hundred million dollars worth of tax credit in-
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vestment to develop not only public but affordable housing. There
has been comparable programs in other ways as well.

Mr. DENT. I see my time has expired. I yield back.

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

Mr. CLEAVER. Thank you, Madam Chairwoman.

Chairwoman WATERS. I am sorry, Mr. Frank is back.

[Laughter]

Chairman FRANK. I am going to “leave it to Cleaver.”

[Laughter]

Chairwoman WATERS. Alright, Mr. Cleaver.

Mr. CLEAVER. Mr. Riddel, you manage the capital fund for emer-
gencies?

Mr. RIDDEL. That is correct.

Mr. CLEAVER. In 2000, you had $75 million.

Mr. RIiDDEL. Correct.

Mr. CLEAVER. Today, it is less than $20 million?

Mr. RIDDEL. It is $18.5 million, yes.

Mr. CLEAVER. What was the request, what was the budget re-
quest?

Mr. RIDDEL. In the current budget, and it gets to some of the
substance, I think, of this hearing, in the current request, the cur-
rent budget, we have zeroed out that request. We are not seeking
funding for disaster grants. The rationale for that is, as I men-
tioned in my opening statement, this concern about duplication or
augmentation of funding.

Mr. CLEAVER. Yes.

Mr. RIDDEL. And that while that confusion exists, the families
are better able to be served if they know that they can get a certain
source of funding or housing authorities can get certain sources of
funding to meet the needs of their residents.

Mr. CLEAVER. Okay, thank you. Here is my question for both of
you: If the HUD Secretary zeroed out this fund, and FEMA did not
insert it in its budget request, we are essentially leaving the people
out there. Nobody, then, it seems has the responsibility, for what-
ever reason, to deal with the people who have been devastated. Is
that right? Is that wrong? Is that anything?

Mr. CASTILLO. For us, we have a disaster relief fund, but that is
no year funding. It is basically to provide funding for disasters, but
because HUD has a specific authority and Congress appropriates
under that—

Mr. CLEAVER. Except HUD didn’t want it. They zeroed it out.

Mr. RIDDEL. Let me attempt to address some of those points. 1
think part of the issue is the magnitude of funding required. As
you referenced, in 2000 the funding was $75 million, it was a much
larger number than it is now. The magnitude of the need also cer-
tainly greatly fluctuates based on events that occur during that
year, disasters such as we have experienced in recent years.

So the funding level is certainly an issue, but beyond that, the
ability to access funds through Section 406 of the Stafford Act as
other—

Mr. CLEAVER. I see two issues. One is the funding issue, which
I am still not clear about where HUD and FEMA are going. The
second issue, I guess, is legislative intent. When two agencies have
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difficulty interpreting the legislative intent, who becomes the ref-
eree? Sir?

Mr. CastiLLO. Well, the way we understand the legislative in-
tent, and I am not sure that there is disagreement between HUD
and FEMA, is that because HUD has a specific authority, the legis-
lative intent was for them to have that authority.

Mr. CLEAVER. Okay, here is the problem that I hope you can
clear up. HUD zeroed out the capital fund for emergencies. Am I
right?

Mr. RIDDEL. That is in the current budget, yes.

Mr. CLEAVER. And FEMA is saying that is HUD’s responsibility.
HUD is saying we are going to zero this out because we think that
one agency should handle all of these matters and we should not
be duplicating what FEMA is doing. The truth of the matter is that
the people in the Gulf Coast were left without anyone stepping up
to the plate for capital emergencies.

Mr. RIDDEL. Congressman, part of the issue, I think, is the mag-
nitude of funding. At a level of $18.5 million, that funding is inad-
equate to address any substantial—

Mr. CLEAVER. Okay, we are talking past each other and it is my
fault. It is my fault, whatever it is, it is my fault, so let’s talk to
each other. You are saying that $18.5 million is inadequate. I
agree; I think $75 million was inadequate. The problem is you ze-
roed it out because you said that it should be—you wanted to avoid
duplication. Is that right?

Mr. RIiDDEL. That is correct.

Mr. CLEAVER. FEMA says they shouldn’t handle it because it is
the responsibility of HUD. Is that right?

Mr. CASTILLO. Yes, sir.

Mr. CLEAVER. And so you are saying there is no disagreement,
there is no confusion over legislative intent because HUD should
have it. That is what you said, Mr. Castillo.

Mr. CASTILLO. Yes, because HUD has the specific authority, yes
sir.

Mr. CLEAVER. Then I said, so the people are left out there with-
out anyone wanting to help. Tell me why I am wrong.

Mr. CASTILLO. We want to help. I mean we are looking for solu-
tions to this. You know, we have the—

Mr. CLEAVER. Well, I will e-mail that to the people in New Orle-
ans that you are interested. That ought to probably fix it all. I yield
back the balance of my time.

Chairwoman WATERS. Thank you. Chairman Frank?

Chairman FRANK. I want to follow up on that. With regard to the
letter that the gentlewoman from West Virginia mentioned, I sent
a letter dated June 12, 2007, about this inability to get money to
public housing, and the answer to you, Mr. Castillo, so you said you
have been there less than a year, only slightly less than a year,
this is—oh, I am sorry, you sent the letter in November. My letter
was in June.

So many months later in November you wrote to me, and you
said, “FEMA is committed to and communicated to HUD that we
will study the feasibility of this issue for the purpose of authori-
tatively determining whether such a change is both appropriate in
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legal. That study is actively underway.” That was in November.
Apparently it is still underway. I think it is underwater.

What is the status of that study that you told me in November
was underway from a letter I sent you a year ago?

Mr. CASTILLO. Sir, the study is, or the status is that FEMA can-
not augment an appropriate—

Chairman FRANK. You said there is a study. Is there an actual
study? Can I see it?

Mr. CAsTILLO. The study is that we met jointly with HUD, we
met with HUD—

Chairman FRANK. Well, does HUD agree that FEMA legally can’t
do that?

Mr. RIDDEL. Our approach, Mr. Chairman, was to—

Chairman FrRANK. No, I didn’t ask your approach, sir. Does HUD
agree that FEMA is legally bound not to give that money?

Mr. RIDDEL. I don’t know if that is the conclusion.

Chairman FRANK. No, it shouldn’t be. Well, FEMA said they
worked it out with you. And my question is, do you agree with
FEMA that they are legally unable to provide this funding?

Mr. RiDDEL. No sir, what we had proposed—

Chairman FRANK. No, I didn’t ask what you proposed, sir. I want
to know whether you agree that FEMA is legally unable to provide
that funding?

Mr. RIDDEL. To my belief, no, I'm not the—

Chairman FRANK. Okay, thank you. Now I want to ask you, Mr.
Castillo, I am troubled by that.

First of all, as I understand it, the argument is that you can’t
provide the funding because they can get funding under 9(k), which
has no money. I am not a great mathematician but I know that
sometimes if I have a zero, a real number, or not a real number,
apparently to FEMA, zero is a real number. Because zero dollars
is real enough for you not to help people who need help with public
housing that was destroyed by the hurricanes.

So the fact that 9(k) has not been funded, that legally prevents
you from providing funding because what you are saying is that
these housing authorities could have gotten money from 9(k) if it
had any money, and therefore you are not going to give them any
money even though they didn’t get any money because 9(k) doesn’t
have any. Is that your position?

Mr. CASTILLO. It is that we can’t—if we were to give them money
it would augment an appropriation, sir.

Chairman FRANK. But the appropriation is zero. Is that correct?
So you are legally bound not to appropriate zero—do you consider
an augmentation, I mean augmentation to me is to give more, but
they didn’t get anything. It is also this Administration’s position,
apparently it is, because I assume the OMB approved the proposal
to repeal 9(k).

But let me ask you this, sir—April 14, 2003, to Mr. Castillo from
FEMA, this is an amendment to the MOU—“Background. Although
HUD has specific authority under Section 9(k) as amended to pro-
vide funds for the PHA facilities, FEMA has generally funded these
costs in the past.”

Was FEMA, when it did that, violating the law? This is in the
April 14, 2003, amendment, Recovery Division Policy, etc. It says
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that in the past FEMA has generally funded these costs. At what
point did the new legal interpretation come in and say it wasn’t
legal?

Mr. CaAsTILLO. It is my understanding that in 1999 after Hurri-
cane Floyd is when it came—

Chairman FRANK. It is your understanding. Is there a legal opin-
ion to that effect by the General Counsel of FEMA?

Mr. CASTILLO. Yes, there was sir. At the time—

Chairman FRANK. Can I see that? Have you seen it? Is there
such a legal opinion?

Mr. CAsTILLO. If there is one in writing, I can get it.

Chairman FRANK. No, excuse me, if there is one in writing. You
don’t know. Look, I think you acknowledged to Mr. Cleaver and
others that it is not a good thing that we haven’t provided this
funding, and we know that there is no funding in the alternative
source that you say keeps us from doing the funding.

So your argument is that you are legally prevented from doing
it. HUD doesn’t agree with you, but you are legally prevented. But
you don’t know that. Based on what? You say if there is a legal
opinion. On what basis have you concluded that you are legally
barred from providing this funding given the existence of a zero ap-
propriation. What is the legal basis? Is it in the statute?

Mr. CASTILLO. Appropriations law, sir. If we were—

Chairman FRANK. No, show me the language, what language. 1
assume that you knew you were coming to testify, so what lan-
guage in what law prohibits you from testifying? Let him tell you.
What language?

Mr. CAsTILLO. I know it is in the written testimony that I sub-
mitted, sir.

Chairman FRANK. Well, I would ask for unanimous consent to
wait a couple of minutes while they help him find that wording.
Will you find me the legal wording that says you can’t do it?

Chairwoman WATERS. Without objection, we will wait.

Chairman FRANK. While we are waiting, my colleagues in North
Carolina tell me that after the hurricane in North Carolina in
1999, there was funding made available under this provision, so
this reference to a 1999 decision does not appear to have substance.

Mr. ETHERIDGE. If the gentleman would yield for just a second?

Chairman FRANK. Yes.

Mr. ETHERIDGE. In 1999, FEMA did the right thing, because
Hurricane Floyd was in North Carolina, which I happen to know
a good deal about. We had a horrible situation. They came in and
did the right thing. We provided housing, and it worked. And that
is the kind of model that we ought to use and I, for one, thought
that was the kind of model we were going to use. And Madam
Chairwoman, in New Orleans at the—

Chairman FRANK. Let me get an answer. What legal language
prevents you from providing this funding?

Mr. CASTILLO. Sir, I can get back to the committee; I don’t have
that with me.

Chairman FRANK. I am appalled by that Mr. Castillo. Like I said
to you earlier, I understand part of this is a problem between HUD
and FEMA, but here we have an admitted need, public housing de-
stroyed by a natural disaster.
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Public housing authorities needing money to fix it, people living
in inadequate housing, people living away from home, and you
come and tell me two things: One, you wish you could provide them
the money; and two, you legally can’t do it; but then three, you
have no basis for telling me that. You say, oh, legally we can’t do
it, but you don’t know what law it is. Maybe it is this statute,
maybe it is that statute, you can’t prove the language, you will get
back to me. Your agency has been promising to get back to me for
a year.

Mr. Castillo, give that money to building the housing. In the ab-
sence of any legal authority, and let me ask now, Madam Chair-
woman, and if necessary, I will ask our committee to subpoena it,
I want any existing legal opinion that tells you you can’t do that,
because I don’t think there is one. I think this is just an excuse.

Chairwoman WATERS. Mr. Chairman, if you would yield for a
moment. What is appalling about what you are revealing is that
even if there are questions, you have one Agency zeroing it out and
one Agency saying you can’t use their money, and no attempt to
fix it. No attempt to resolve it. That is what is so appalling, when
we have—

Chairman FRANK. I want to thank the gentlewoman.

Chairwoman WATERS. Yes. Thank you, I yield back.

Chairman FRANK. One last question—yes, Mr. Castillo?

Mr. CaAsTILLO. If I may, I will read from what I have: “Generally
appropriations may be spent only on the purposes specified,” that
is from 31 USC, 1301(a), “and may not be transferred to other ac-
counts without statutory approval,” 31 USC—

Chairman FRANK. And that law was passed when?

[No response]

Chairman FRANK. Let me put it this way, long before 2003, be-
cause in your 2003 memorandum, you acknowledged, the Agency
does, that language was never considered to prevent providing
funding, particularly when there was no appropriation.

Let me just ask one last question of both of you: Are you, as rep-
resentatives of your agencies, and representatives of our Executive
Branch of this great Federal Government, do you think we have
done a good job in responding to the housing needs of the people
in that area after the hurricane? I want to ask both of you.

Mr. CAsTILLO. I think absolutely we could have done better and
we continue to work—

Chairman FRANK. No, do you think we did a good job?

Mr. CasTIiLLO. I think the Agency did a good job in that, from
what I have seen, and what we were faced with was a very dif-
ficult, unprecedented situation. And could it have been improved?
Absolutely.

Mr. RIDDEL. Yes, sir. Given the magnitude, obviously we could
have done more and would want to do more, but I think a major
effort was made by many people to do the best job possible.

Chairman FrRANK. Well, I didn’t think “heck of a job” was a good
argument then, and I don’t think it is now. Thank you.

C(}lairwoman WATERS. Thank you very much. Chairman Thomp-
son?

Chairman THOMPSON. Thank you very much, Madam Chair-
woman. I would like to take up from where Chairman Frank left
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off. Mr. Castillo, can you tell me whether or not we have incor-
porated into the national disaster housing strategy a provision that
would prevent a Katrina-type snafu from occurring with respect to
housing?

Mr. CASTILLO. We are definitely much better prepared. We have
taken what we have learned from Katrina, from the response to
Katrina and Rita, to make the necessary improvements.

As I said, this was an unprecedented event, not just for the Gulf
Coast and the Gulf Coast States, but for FEMA and the Federal
Government as well. So I think yes, we have incorporated what we
have learned, both things in the Post-Katrina Emergency Manage-
ment Reform Act, and what we have learned since then.

Chairman THOMPSON. Well, with respect to that, are you aware
of any pre-negotiated contracts for housing that are in place as we
speak?

Mr. CASTILLO. Housing, temporary housing?

Chairman THOMPSON. Yes.

Mr. CAsTILLO. Yes, well we determined a level for us of tem-
porary housing units, there are some contracts in place. As a mat-
ter of fact some will be awarded shortly within the next couple of
weeks for additional—

Chairman THOMPSON. Were these competitively bid or sole
source?

Mr. CasTILLO. Yes, sir, competitively bid and also had a strin-
gent, much more stringent formaldehyde level that they have to
meet.

Chairman THOMPSON. Thank you. And I would say, Madam
Chairwoman, for the record, there are some things that concerned
me relative to how my State has utilized the funds with respect to
Congress’ support. Do you know offhand, Mr. Castillo, how much
money Mississippi actually received for affordable housing?

Mr. CAsTiLLO. For affordable—I'm not sure I understand—

Chairwoman WATERS. CDBG.

Mr. CASTILLO. No I don’t, sir.

Chairman THOMPSON. You don’t know. Alright. If I told you $615
million as a number, does that sound reasonable?

Mr. CASTILLO. If you said that, yes.

Chairman THOMPSON. Alright. Any idea how many units we have
produced since Katrina?

Mr. CASTILLO. No, sir. I know, as far as the alternative housing
pilot program, Mississippi has done an excellent job in getting the
units out and I believe there are 3,000 of those that are out there
and in place and people actually placed in the units.

Chairman THOMPSON. What if I told you there are 6,000 people
who are still in temporary units. Would you think that is an unac-
ceptable number?

Mr. CasTiLLO. Sir, I think having anyone in temporary units is
unacceptable and I think we work and work with them to place
them. Mississippi perhaps has an even tougher challenge than Lou-
isiana does based on the number of available housing units.

Chairman THOMPSON. What if I told you that some of the money
that we sent down was proposed to raise judicial salaries in the
State of Mississippi? How would you respond to that?
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Mr. CASTILLO. I am not aware of that, but it doesn’t sound like
that was something it was designed to do. I am not familiar with
what you are referring to.

Chairman THOMPSON. What I will do is provide the committee
with information as to what have been proposed uses of some of
these monies over and above what we have seen. What if I told you
that some monies were proposed to be used to pave a road to a Toy-
ota plant some 300 miles away from the Katrina-impacted area?
Would you think that would be a reasonable use of the money?

Mr. CASTILLO. No sir. I am not—the source of the funding, I am
not sure if I understood if you said, but if it is—

Chairman THOMPSON. They are monies that Congress provided
to the State of Mississippi and the State of Mississippi decided that
the highest and best use of some of these funds would go for some
of those things I have shared with you this morning.

And I am saying that in the wake of this housing crisis, in the
wake of what clearly was an inadequate response, my State has de-
cided to do things with the money totally unrelated to housing for
which HUD provided a waiver for some of these activities to go for-
ward. More specifically, the proposal with the $600 million invest-
ment in the Port of Gulfport, which comes out of Block Grant mon-
ies, which clearly does not, in my estimation, address the afford-
able housing issue along the Mississippi Gulf Coast.

So it is out of that concern that I raise it, Madam Chairwoman,
that in the event of future disasters, I think we have an obligation
to put some constraints on the money, given the demonstrated poor
use of the funds that have gone into the area.

I guess the last question is for Mr. Riddel. Have any of the com-
panies attended FEMA’s industry day to offer alternative type of
housing solutions?

Mr. RIiDDEL. Mr. Chairman, based on your question I am not sure
I can answer that, but attending FEMA programs—

Chairman THOMPSON. Well, you have industry days, I am told,
for vendors to come and demonstrate their affordable housing pos-
sibilities, and that was one way that you scoured the landscape to
see whether or not opportunities existed for people to come in and
build affordable housing were available.

Mr. RIDDEL. Again, that perhaps is more for FEMA to address.
I am not familiar with their programs.

Chairman THOMPSON. Well, I will yield back, Madam Chair-
woman.

Chairwoman WATERS. Thank you. If the gentleman will yield for
a moment, I would like to know, do you have boarded-up public
housing in the State or in the area that you know about?

Chairman THOMPSON. Do I have boarded-up housing?

Chairwoman WATERS. Yes, do we have public housing that is not
being used, that is boarded-up and has been sitting there?

Chairman THOMPSON. Oh absolutely, along the Gulf Coast.

Chairwoman WATERS. In the State of Mississippi?

Chairman THOMPSON. Yes.

Chairwoman WATERS. Thank you. Mr. Souder?

Mr. SoUDER. Thank you, Madam Chairwoman. First, I would
just like to say for the record, having been a subcommittee chair
and on many committees, it has baffled me why, whether it was
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the Clinton Administration or the Bush Administration, why wit-
nesses don’t come prepared to handle logical questions. It was obvi-
ous that Chairman Frank had a letter in, obviously the chairman
of the Homeland Security committee is from Mississippi, he is
going to ask you Mississippi questions, sometimes we don’t, but ob-
viously there are disagreements between the two Agencies.

This is a perpetual problem that makes congressional oversight
very difficult and often leads to further legislation that isn’t helpful
because stonewalling out of the Executive Branch does not advance
any type of cooperation. And it just seemed to me that some of
those questions were pretty logical questions that were going to be
raised, and there should have been a more direct answer. It is not
uncommon, but it is just more of a general expression of frustration
that we have all had.

This is the 4th hearing that I have been part of regarding the
FEMA portion, too, over in the Oversight and Government Reform
Committee under Chairman Waxman, as well as others under the
Homeland Security Committee, and I have some general housing
questions, but I first want to revisit the emergency question and
the so-called FEMA trailers.

It is important to understand that formaldehyde is an adhesive
and a repellant, and you can ingest it or you can inhale it. Even
pills have formaldehyde in them. So we are not going to get to a
zero tolerance of formaldehyde, and I think you are correct to move
to what is an acceptable level of formaldehyde, because this room
has formaldehyde in it, in the chairs, in the table, in the carpet,
in the door.

The challenge is, what is a manageable level that doesn’t have
adverse reactions, and some people are going to react differently
than other people. If we have an emergency, if we get too restric-
tive here, it won’t be affordable, we won’t be able to produce it rap-
idly, and we will have nowhere, even a tent. Arguably a tent has
more formaldehyde in it than a trailers, so if you pitch tents—be-
cause it is inside the fabric in a tent.

What isn’t intended to happen is for people to stay in small, con-
fined areas for long periods of time. Whether it is a parked trailer,
and you noted correctly in your testimony and your answers, Mr.
Castillo, the different types of trailers. Obviously, people live in the
mobile homes for extended periods of time. People in the summer,
in all the park service, border patrol, all our agencies, can for a pe-
riod of months live in a smaller-sized unit without health problems.
We haven’t had health problems across the country.

What is a challenge, however, when it starts to move to years in
a confined area, you may find problems. Furthermore, all of, I can
assure you the whole industry is rushing to find something other
than formaldehyde. Thus far, the major alternative has greater
health risks than formaldehyde. Furthermore, we have one com-
pany that has come up with one that looks like it is free, it hasn’t
been formaldehyde-free, it hasn’t been tested, we don’t know the
cost, and we don’t know whether the materials can be found in
large scale like you would need. And this is a difficult subject to
work through, but I think it is important for the record to show
that.
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I am going to come back again, Chairwoman Waters raised a
question about a study. On April 24th, a new study was released
in Mississippi. The only study, by CDC, of kids who were in the
emergency housing and in other housing, and a couple of the high-
lights from that study illustrate very critical questions to this de-
bate. One is, there wasn’t a difference between the people in the
trailers from people, kids, not in the trailers.

Furthermore, the level of allergic reaction was actually lower
after Katrina than it was before, which leads to a fundamental
question when you look at emergency housing. Depending on the
area, New Orleans was a massive event, as well as if you go over
to Biloxi, and you had lots of facilities there, that when the dikes
overflow, and when the flood comes in, are going to release chemi-
cals and things in the air, that the more you have somebody in a
confined area, whatever that confined area is, is going to be more
at risk. And certainly the longer they are there.

And that when these disasters occur, somebody needs to have a
control group so we don’t overreact and made all kinds of state-
ments in the general public that aren’t accurate because we didn’t
do a control group at the time. Mississippi is trying to track it over
a period of time, but their size sample isn’t really large enough and
it 1sn’t over in New Orleans.

But if we are going to have a responsible emergency response
mechanism here, it is cost, it is speed, it is safety, it is length of
time, and you have to have a method to be able to transfer people
quicker, and we also have to be looking as we build more urban
areas in these hurricane zones and potential zones with higher per-
centages of low-income people in them, who don’t necessarily have
the resources to do it, there has to be a supplemental plan of not
only the emergency housing, but the transfer to get them out with
enough money to move. Congress bears some of this responsibility,
but I don’t think it serves the general public well—

Look, your Agencies worked hard, that isn’t the answer. We
failed in Katrina. No matter how hard you worked, we failed. We
need to do better in the future and we need to acknowledge that
we failed and we are going to do better in the future. I yield back.

Chairwoman WATERS. Thank you very much. Congresswoman
Christensen.

Mrs. CHRISTENSEN. Thank you, Madam Chairwoman, and Mr.
Chairman, ranking members, thank you for having this hearing.

As a Representative from an area that is in the path of hurri-
canes, although we have been spared the last couple of years, this
is a very important hearing for us as well. And even though I am
not convinced by some of the answers, I was glad to hear Mr.
Castillo say that there is a desire and an intent on the part of
HUD to provide housing because we are where we are because this
Administration, based on my experience in trying to deal with
health care, did nothing to help people stay in New Orleans, and
once they were out, did everything to make sure that there were
barriers to their returning, so I hope that the statements that we
have heard today represent a new posture on the part of the Ad-
ministration, because there has to be a will at the very top to pro-
vide this housing to people and to bring the people back. Other-
wise, we are spinning wheels here this morning.
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I don’t want to go over the questioning of Mr. Cleaver and Chair-
man Frank again, but on that potential solution of permanent re-
peal of 9(k), I don’t see that as a solution at all because the intent
is to provide the funding to make sure that people who lose their
housing in a disaster are rehoused. I just don’t understand that as
a solution.

Let me ask a question that particularly relates to my experience
with both FEMA and HUD. When we talk about replacing housing,
are you required to take into account the cost of replacing that
housing in the different localities, building costs in the territories
and some other remote areas I am sure are much higher because
we have to ship in materials. And I remember after two very major
disasters, Hurricane Hugo and Hurricane Marilyn, meeting with
FEMA and HUD over and over and over again to try to get the
funds to restore our public housing.

So what is the policy? Do you take into account the cost of the
rebuilding when you provide the funding? In many instances, we
were not able to fully restore our housing.

Mr. RIDDEL. Congresswoman, at least with respect to HUD, the
funding levels are appropriated or set aside from Congress with re-
spect to emergencies and disasters, so those are the funds that are
appropriated for our use. With respect to the rebuilding of housing,
HUD does have development cost limits, guidelines that control the
costs of replacement housing in each jurisdiction, and those are lo-
cally-based numbers.

Mrs. CHRISTENSEN. Well, we have been very fortunate that we
didn’t have to go through this recently. But I hope it is addressed
if we find ourselves in that unfortunate situation again.

One of the issues with individuals who want to return, for exam-
ple to New Orleans, or to anywhere in the Gulf region is that the
cost of housing is higher, and becoming unaffordable to many.
What is being done to address this so that families can return? And
there are other barriers such as utility costs and unpaid utility bal-
ances. What is being done to assist these families to meet some of
these barriers so that they can return home?

Mr. RIDDEL. At least with respect to the HUD programs, cer-
tainly including in New Orleans, the commitment has been that
every family who wants to return will have that right and that op-
portunity. There has been a variety of forms of assistance made
available, including the payment of transportation and other costs
to relocate families—

Mrs. CHRISTENSEN. What about if they have utility balances and
they are unable under these circumstances to pay those balances?

Mr. RIDDEL. It depends on the nature of the program. In most
cases, those families, as opposed to paying 30 percent of their in-
come for rent, they were paying zero for rent during the time that
they were relocated, so there was available funding to pay for the
total cost of their housing, including utilities.

Mrs. CHRISTENSEN. Well, I guess I will be able to clarify that in
the next panel. Because of the failure to keep good records on dis-
placed individuals and families, we don’t have good addresses for
many who are eligible for DHAP. So what is being done to find
those people that we have not been able to locate who are eligible
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for this program so that they can avail themselves of it? The DHAP
program?

Mr. CASTILLO. People who are clients of ours who had applied for
FEMA assistance, we have worked to identify all those, and con-
tinue to work to identify all those, including correspondence and
actual visits to where we have as an address—

Mrs. CHRISTENSEN. Do you have a national campaign out saying,
if you think you are eligible, because if you don’t know where the
people are, if we have lost some of those people, how do you reach
them?

Mr. CasTIiLLO. It is targeted to the folks who have been part of
our program. In order to be eligible for DHAP, it is folks who were
applicants of our program, of FEMA, and then are being
transitioned into DHAP. In other words, other housing that is
under HUD. So we—

Mrs. CHRISTENSEN. Do you know where to find everyone who is
eligible?

Mr. CASTILLO. We hope to. I mean, if people, and if we hear that
people who are perhaps, that we haven’t been in touch with, we
work to find them, but we know, again, if they are being provided
direct housing by FEMA, or in the transition a hotel or motel, we
know we can find them, yes.

Mrs. CHRISTENSEN. I think my time is up. Thank you, Madam
Chairwoman.

Chairwoman WATERS. You are certainly welcome. Mr. Green.

Mr. GREEN. Thank you, Madam Chairwoman, and I thank the
witnesses. And because time is of the essence, I will move as quick-
ly as possible.

I need to start by coming back to Ms. Capito. She posed a ques-
tion to Mr. Castillo that I think is important and does merit some
response. For edification purposes, Mr. Castillo, FEMA spent about
$2.7 billion to purchase 145,000 mobile homes and trailers; this
was after Rita and Katrina. About 60,000 trailers have been stored
nationwide.

We are talking about, in Hope, Arkansas, $25,000 a month paid
as rent on 453 acres. Literally, according to some accounts, we had
more trailers in Hope, Arkansas, than we had people, probably
about 20,000 trailers. I believe these are the trailers of which the
ranking member speaks, but if I am incorrect, I beg to be corrected.

Madam Ranking Member, are these the trailers we are talking
about?

Mrs. CAPITO. Yes.

Mr. GREEN. Okay. With that said, Mr. Castillo, do you have some
insight that you can share with us with reference to these trailers
that we paid some inordinate amount of money for over some long
period of time?

Mr. CAsTILLO. Well sir, we, and the way I understood Congress-
woman Capito’s question had to do with if there were other units
out there that weren’t being used. The ones that we have in Hope
and Selma are units that we have in reserve should we need to
move out quickly, and those are being tested around the clock, ba-
sically, for formaldehyde, all the units that we would have out, all
the mobile home units that are being stored there.
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Mr. GREEN. Since you brought up the formaldehyde, let us go to
this quickly. Let us assume for our purposes right now that we
have trailers that are toxic, that are a hazard to human habitation.
The human habitation is not feasible with the trailers. For our pur-
poses, let’s assume that this is the case.

If this is the case, which Agency is responsible for dealing with
the question, because having had this come before us in Homeland
Security as well as Financial Services, I have seen both sides of the
argument. Which Agency is responsible for dealing with it if this
is the case?

Mr. CASTILLO. If it is an unoccupied trailer?

Mr. GREEN. If it is occupied with a person and it is not fit for
habitation?

Mr. CASTILLO. Then we have made and we have units that came
back as, we tested occupied—

Mr. GREEN. Excuse me, if I may, let me just intercede, because
there are often occasions when persons finish and I don’t know ex-
actly what the answer was, so I have to beg that you do this. Could
you just simply say FEMA or HUD? This would help me, and then
you may elaborate.

Mr. CASTILLO. If they are in a FEMA-sponsored trailer, FEMA
is responsible for relocating them.

Mr. GREEN. Alright, let’s take these trailers that we are talking
about right now. Let’s assume, just for our purposes today, that
these trailers are not fit for human habitation. Who is responsible
for dealing with the problem of these trailers?

Mr. CASTILLO. Occupied trailers?

Mr. GREEN. Occupied trailers.

Mr. CastiLLo. FEMA.

Mr. GREEN. And if this is the case, does FEMA have a plan to
extricate people from these trailers given that you are not sure
about the studies, but at some point we will get a study. If we get
one that is adverse to the interests of the people who are living in
the trailers, does FEMA have some plan in place to extricate per-
sons?

Mr. CAsTILLO. To extricate? We relocate people, and yes, we do
have a plan in place and have been moving out, like I said, an av-
erage of 1,000 families a week out of trailers.

Mr. GREEN. How many do we have in the trailers currently?

Mr. CASTILLO. In mobile homes and trailers, a little over 22,000.

Mr. GREEN. Okay, if we are moving 1,000 a week, then we are
looking at 22 additional weeks, or thereabouts. I am very much
concerned about the people who will be in the trailers for that addi-
tional 22-week period. I was at Homeland Security when we had
a witness who indicated there is no acceptable level of formalde-
hyde that the government recognizes, and that causes me some
consternation.

So I would beg that you please give additional thought as to how
we will extricate, that is my terminology, relocate persons from
these trailers given that the people that we talked to, who come be-
fore us, indicate that there is concern. I have heard the witnesses
say it myself.

Mr. CASTILLO. Yes.
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Mr. GREEN. Moving quickly to one other question with reference
to the DHAP program. We started March of about a year ago
maybe, maybe March of this year, $50 increments, this is increase
in rent, and at some point we are finding that we have persons
who are not elderly, who are not seniors, who are not handicapped,
who cannot afford to pay the $50. Now to most of us that doesn’t
seem like a lot, $50 a month. But to some people it is a lot of
money and we are going to have people evicted because of their in-
ability to pay this $50 per month, people who are in the DHAP pro-
gram. How is FEMA going to manage this, or HUD?

Mr. RiDDEL. Congressman, there are emergent studies of the cli-
ents that we have that are within the DHAP program. Each one
of those families has a case manager who works with them, and
the conclusions that we are getting from the research to date is
that 80 percent of those families have income either from wages or
other benefits. So there is a strong percentage of the families who
do have income—

Mr. GREEN. Could you quickly tell us what we will do about the
20 percent who won’t?

Mr. RIDDEL. Well the 20 percent, we have in the 2009 budget,
we are requesting $39 million to provide funding for those. Those
are the longer-term families who are elderly or disabled that are
perhaps going to be requiring permanent assistance or assistance
on a long-term basis.

Mr. GREEN. I know I have to yield back, but could you please tell
me about the person who is not elderly, not disabled, who still can-
not afford the rent. We do have such people.

Mr. RIDDEL. We are working with them, those are hardship type
cases, we are working with them with case managers to try to pro-
vide whatever resources they need through individual development
plans to transition them.

Mr. GREEN. Thank you, Madam Chairwoman. I yield back.

Chairwoman WATERS. You are welcome. Mr. Etheridge.

Mr. ETHERIDGE. Thank you. Madam Chairwoman, I would like to
thank you for holding this hearing. Let me follow up on one point
Mr. Frank made earlier.

Before I came to Congress, I served in the State legislature at
the county level, and I served 8 years as State Superintendent of
Schools in North Carolina, with thousands of people working for us
and with us. And I learned one thing: When I called an attorney
and I asked him for an opinion, I had two choices. I could ask him,
how do I get this done? That would give him a direction to go. Or
I could say, give me an opinion, I don’t have the money, I would
rather not do this. That might not have been that way, but just by
asking for an opinion without a direction, you would get another
opinion.

And I remember 1999 when North Carolina had the terrible
flood, the worst flood we had ever had, a 500-year flood. I don’t
know how you measure a 500-year flood, but FEMA did the right
thing with appropriations, and we relocated people, put them in
temporary and impermanent housing. It was on a much smaller
scale than what you are dealing with now.

But I, like a number of my colleagues, am concerned. I think the
reaction has been inadequate and the response today has not been
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as forthcoming I think as it should be from two Agencies, so let me
ask a couple of questions.

My first one is, 3 years after Hurricane Katrina we still have,
you said about 23,000 displaced persons. How many of those people
are in travel trailers and how many of them are in what I call a
mobile home or a trailer that has much more space, because there
is a huge difference in those two in terms of living space and abil-
ity, and I know others are in rentals. What is the difference be-
tween those numbers?

Mr. CASTILLO. About 84 percent are in travel trailers that are on
private sites, primarily people who are—

Mr. ETHERIDGE. Whether they are private or public, it doesn’t
matter. And the rest are in what, mobile homes?

Mr. CASTILLO. Yes.

Mr. ETHERIDGE. Which would be more than one room?

Mr. CASTILLO. Yes.

Mr. ETHERIDGE. Or rental apartments?

Mr. CASTILLO. No, in mobile homes.

Mr. ETHERIDGE. Where are the rest of them? Wait a minute now,
if we have 84 percent in travel trailers, and the balance of them,
are any of them in rental property? Permanent housing anywhere?

Mr. CASTILLO. The 22,000 are those who are in temporary hous-
ing units, which means mobile homes, parked models, travel—

Mr. ETHERIDGE. How many do you have in rental property in dif-
ferent places?

Mr. CASTILLO. Those numbers, we have transitioned more than
30,000 who are in rental properties that are part of the DHAP pro-
gram.

Mr. ETHERIDGE. This gets deeper and deeper. That means you
have 22,000 who are in rental permanent property?

Mr. CasTILLO. 22,000 in temporary units and around 30,000 in—

Mr. ETHERIDGE. 30,000 in rental/permanent?

Mr. CastiLLo. Yes, but you know a lot of folks who are
transitioned into rental property or rental that are out of the
FEMA program.

Mr. ETHERIDGE. Let me go a little bit further because in my dis-
trict, we are sort of in the eye of the hurricane when it comes and
we are now in hurricane season. Can you tell this committee and
tell me that we are better able to handle it and we will be able to
do something if a hurricane should hit public housing and the peo-
ple in North Carolina?

Mr. CASTILLO. Yes.

Mr. ETHERIDGE. Are you prepared to handle it?

Mr. CAsTILLO. Yes, and we are better prepared, as you started
to say—

Mr. ETHERIDGE. What does “better prepared” mean?

Mr. CASTILLO. Well, we have taken lessons learned from Hurri-
c}z’}ne Katrina and incidents since. We have identified and targeted
the—

Mr. ETHERIDGE. Do you have the money?

Mr. CASTILLO. The money? I'm sorry, for?

Mr. ETHERIDGE. Well, if you are going to do something, you have
to have money. The last time I checked, you can’t do anything
without money in this country.
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Mr. CaAsTILLO. Through the disaster relief fund to fund our oper-
ations, yes, sir.

Mr. ETHERIDGE. Mr. Riddel, how does the memorandum of un-
derstanding improve HUD’s ability to apply its expertise in dis-
aster, after the answer I just got was “yes,” and you have zero
funding you say in the account that you asked for? Now tell us how
you can handle that?

Mr. RiDDEL. Well, Congressman, what we have worked on is a
modification of the memorandum of agreement—

Mr. ETHERIDGE. No, no, do you have it in place, yes or no?

Mr. RIDDEL. The memorandum exists only in draft.

Mr. ETHERIDGE. I beg your pardon?

Mr. RIDDEL. The memorandum has been prepared in draft form.
It is not an executed document.

Mr. ETHERIDGE. Well, you know when hurricanes come, they
don’t come in draft form.

[Laughter]

Mr. ETHERIDGE. Okay?

Mr. RIDDEL. Yes.

Mr. ETHERIDGE. If I am in a house, and I am gone, I am not in
a draft form, it is a reality. So I will ask my question again, do you
have it done?

Mr. RIDDEL. No sir, that is what we are—

Mr. ETHERIDGE. When will you have it done, completed, and
signed off, where if something happens, I can call you and get help?

Mr. RIDDEL. We are trying to work with—

Mr. ETHERIDGE. When will it be completed? Is there a date? You
know, in this country, we sort of work on timelines. I was in busi-
ness for 19 years, and if I asked somebody for a timeline, I ex-
pected to have a date. Can you give us a date?

Mr. RIDDEL. No, sir. We may—

Mr. ETHERIDGE. When will you be able to give a date?

Mr. RIDDEL. We may need to get congressional support for the
changes we are proposing.

Mr. ETHERIDGE. Do you think we can dial the hurricane center
and ask them to hold them until we get this done? I mean, this
is serious business. This is life and death.

Mr. RIDDEL. Absolutely.

Mr. ETHERIDGE. How soon will you be over asking for congres-
sional help if you need it, because we want to help. When will that
be over?

Mr. RIDDEL. We are following it up for sure, sir.

Mr. ETHERIDGE. Can you give us a timeline on that?

Mr. RIDDEL. I cannot give you a specific date, but certainly it
gets immediate attention.

Mr. ETHERIDGE. This is embarrassing. I yield back.

Chairwoman WATERS. Thank you very much, Mr. Etheridge. We
have been joined by Mr. Watt. I understand that you have no ques-
tions at this time, but without objection, Representative Watt will
be considered a member of the subcommittee for the duration of
this hearing so that he can participate in the next panel.

The Chair notes that some members may have additional ques-
tions for this panel which they may wish to submit in writing.
Without objection, the hearing record will remain open for 30 days
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for members to submit written questions to these witnesses and to
place their responses in the record. This panel is now dismissed
and I would like to welcome our second panel. Thank you very
much.

I am pleased to welcome our distinguished second panel: Mr.
Saul Ramirez, executive director, National Association of Housing
and Redevelopment Officials; Mr. Reilly Morse, senior staff attor-
ney, Mississippi Center for Justice; Dr. Edward J. Blakely, recov-
ery chief, City of New Orleans, Office of Recovery and Development
Administration; and Ms. Laura Tuggle, staff attorney, New Orleans
Legal Assistance Corporation, Southeast Louisiana Legal Services.

Without objection, your written statements will be made a part
of the record. You will now be recognized for a 5-minute summary
of your testimony. We will start with you, Mr. Ramirez.

STATEMENT OF SAUL N. RAMIREZ, JR., EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF HOUSING AND REDEVELOP-
MENT OFFICIALS

Mr. RAMIREZ. Thank you, Chairwoman Waters. I appreciate it,
and I thank you for your leadership on this issue as well as Chair-
man Cuellar for the great work that he is doing in the sub-
committee, as well as Chairman Frank and Chairman Thompson
for their work in this regard.

For nearly 3 years, NAHRO has been focused on the issue of the
memorandum of understanding. We have worked with HUD and
FEMA to bring clarity to what has truly stalled and in many ways
kept at a complete halt the repair and reconstruction of the re-
gion’s public housing assets, and a truly essential piece of our pub-
lic infrastructure in the housing arena. The MOU was issued in
2001 that led FEMA and HUD to conclude that FEMA’s assistance
authorized under Section 406 of the Stafford Act for permanent re-
pairs was not an eligible pot of dollars for housing agencies to tap
into for reconstruction and renovation, and that it was in direct
conflict of Section 9(k) of the Housing Act of 1937, as has been
talked about recently.

Let me also add as an aside that there was mention of 403 mon-
ies for immediate relief that were supposedly made available to
agencies at that time to be able to deal with boarding-up or tarping
or preventing additional mold damage or decay to set in to these
properties. FEMA notified agencies after spending tens of thou-
sands of dollars that they were not eligible for 403 monies because
those activities were classified, in their opinion, as 406 activities.
So housing agencies got hit from both sides in regards to that ef-
fort.

The dollars that were put into the 9(k) pot of resources were
grossly inadequate for the need to reconstruct the housing and as
such we have been having this wrestling match with HUD and
FEMA in regard to that, and because of the inconsistencies that
they have cited, the people that are most vulnerable in those hous-
ing units, in particular seniors, the disabled, and the working poor
have yet to relocate back to their communities and worse yet, have
been forced to either maintain their residence in temporary hous-
ing or now under the DHAP program.
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Let me also state that since the DHAP program was put into ef-
fect by HUD, it has worked effectively in serving those people who
have been displaced from their communities, but it should be our
intent as a Nation to always work to provide the opportunity for
people to relocate back to their communities, especially those who
depended on their livelihood from those communities and have now
been forced to move to other areas.

Further, let me state that the MOU is in direct conflict with
what we believe is the intent of Congress and agree wholeheartedly
with Chairman Frank’s comments that there are no inconsistencies
in being able to tap into these dollars to rebuild, again as I men-
tioned, a key public asset within our infrastructure, which is public
housing.

Let me further state that in addition to the changes that are
being proposed, which we do not agree that 9(k) needs to be re-
pealed in order to deal with the excess, last resort funding that can
be provided out of Section 406 through FEMA, that in fact what
we have here is just a failure to communicate and an unwillingness
to take a proactive approach to resolving these issues.

We further bring to the attention of the committee that there has
been ample opportunity over 3 years to deal with the relocation of
those in temporary housing. And to Chairman Cuellar’s point, what
is temporary and what is permanent? Any time someone has been
displaced for more than 6 months from their principal residence
and their livelihood, and has been forced to move into another facil-
ity, it turns into permanent for many of these folks, so we think
that there is a lot of room that can be addressed in this regard,
but specifically the nuances that are being put out there as the rea-
son for denying funding for housing agencies to rebuild a housing
stock. In this case, more than 6,000 units—many of which remain
out of use—within the inventory have not been rebuilt because the
dollars are not there.

I would like to thank the committee for the hard work in regards
to this issue. We will be glad to address this particular issue or any
other issues in regards to this matter. Thank you for the time
Chairwoman Waters.

[The prepared statement of Mr. Ramirez can be found on page
241 of the appendix.]

Chairwoman WATERS. Thank you very much.

Mr. Morse?

STATEMENT OF REILLY MORSE, SENIOR ATTORNEY, KATRINA
RECOVERY OFFICE, MISSISSIPPI CENTER FOR JUSTICE

Mr. MORSE. To the Chairs, ranking members, and members of
these committees and subcommittees, thank you.

As we enter our third hurricane season since Katrina, we wel-
come your shining a light into the widening cracks in this recovery.
On behalf of my organization, the Mississippi Center for Justice
and the tens of thousands of people left out by my State’s recovery
program, I urge you to step into the breach and ensure that FEMA
will fulfill its temporary housing duties and that HUD moves
CDBG funds for lower-income families up from the back of the Fed-
eral assistance line.



38

In Mississippi, more than 6,300 households reside in FEMA trail-
ers and another 1,200 occupy hotel rooms. These include the most
vulnerable storm victims, like Joe Stevens, 52, whom FEMA hous-
ing representatives told he had until June 1, 2008, to find an
apartment. Mr. Stevens used to be a commercial fisherman until
diabetes took his legs. He used to have a daughter until her suicide
left him caring for two of her three children. He used to have a
house in the Lima community until a tornado spun from Hurricane
Katrina took that too, reports the Jackson Clarion Ledger.

Two bedroom rentals, Madam Chairwoman, in Harrison County,
start at $800. Mr. Stevens receives $637 a month in disability plus
$500 a month in survivor benefits for his granddaughters and
about $60 a month in food stamps. He has barely enough to buy
groceries and pay his utilities much less save money for an apart-
ment. Mr. Stevens said, “They have threatened to bodily move us
out of here and put us in a motel. That would be worse.”

FEMA spokesmen dispute that its workers are pressuring people
to leave by June 1st. Last month, however, news reports across
south Mississippi and MCJ surveys revealed that FEMA housing
workers had pressured trailer park residents to move immediately,
warning that they could be locked out and their belongings bagged
and tagged. With $5.4 million in emergency CDBG funds handed
to Mississippi, how could this happen?

First, Mississippi chose to deny homeowner grant assistance to
storm victims like Joe Stevens who suffered hurricane wind dam-
age. Our Governor asserts that this was part of the bargain for re-
ceiving this disaster aid, but it appears nowhere in the legislation
or regulations. If Joe lived in Louisiana, he would be covered. So
why should recovery from this Nation’s largest natural and housing
disaster turn on which State you live in?

Second, Mississippi delayed for 18 months or more the creation
of any affordable rental housing programs with CDBG funds, and
today not one CDBG dollar has yet been spent from these programs
to actually construct a single rental housing unit. As a result,
FEMA has to put Joe Stevens’ family and thousands more like him
into a hotel without any food storage or preparation resources.

Third, Mississippi, the State with the highest per capita poverty
and disability rates has obtained HUD waivers from the require-
ment to target at least 50 percent of relief funds to primarily ben-
efit lower-income storm victims for $4 billion out of $5.4 billion in
emergency CDBG funds. As of December 2007, Mississippi actually
has spent only 13 percent of its funds on lower-income persons.

Fourth, Mississippi has diverted $600 million in recovery funds
to realize a 20-year port expansion master plan conceived prior to
Hurricane Katrina. The State Port of Gulfport has $108 million in
insurance, up to $55 million more in FEMA funds, and $82 million
in unencumbered cash, far more than adequate to cover the esti-
mated $50 million in damages to a port with an asset value of $127
million. Governor Barbour claims the $600 million originally was
intended for the port. This is false. After the first appropriation, he
came back here to Congress in the spring of 2006 seeking funds for
the port expansion, but was turned down.
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June 14, 2008, is the second anniversary of the HUD waiver for
the first program from which Mississippi now diverts $600 million.
Madam Chairwoman, we urge Congress to do the following:

First, reexamine this waiver and future waivers as required by
the statute and require Mississippi to put the $600 million back
into affordable housing recovery in the area. Second, to require
FEMA and HUD to ensure that housing-challenged storm victims
do not fall through the cracks during this DHAP transition, with
clear and accountable handover processes, a tracking mechanism
for each household, and a single reporting yardstick to assess over-
all progress from across these different temporary housing pro-
grams. Third, require Mississippi to eliminate discriminatory dis-
tinctions in its programs that have dropped into an abyss families
like Joe Stevens’, thousands of then, plus tens of thousands more
who are now seeking charitable assistance through local charitable
groups. Thank you.

[The prepared statement of Mr. Morse can be found on page 73
of the appendix.]

Chairwoman WATERS. Thank you.

We will now move to Dr. Edward Blakely, recovery chief, City of
New Orleans.

STATEMENT OF DR. EDWARD BLAKELY, EXECUTIVE DIREC-
TOR, OFFICE OF RECOVERY AND DEVELOPMENT ADMINIS-
TRATION, CITY OF NEW ORLEANS,

Mr. BLAKELY. Good morning, Madam Chairwoman, the other
Chairs here—Mr. Cuellar, Mr. Frank, and Mr. Thompson—and the
other members. We are delighted to be here. This is the 34th time
that New Orleans has appeared before the House of Representa-
tives and the Congress.

We have been here many times with the same mission, that is
restoring one of America’s great cities. This has been a difficult
mission because we have been entwined with several different
agencies, all with different missions, different rules, and different
regulations, and with a small staff, it has been very difficult for us
to navigate these waters.

I want to look at the larger issues that you are addressing here
today because they all affect us. There are three issues. First, after
an emergency like this, a catastrophe as we call it, we need shelter.
Second, we need temporary housing, and that temporary housing
should be formaldehyde free, and ensure that it is temporary and
does not lead to any permanency. And third, permanent housing.

A full program in the National Disaster Housing Strategy that
the Congress is asking for should address all three. First, as to sur-
vival housing, it is necessary we think for the United States to pre-
pare for disasters of scale. And in preparing for disasters of scale,
we should have regional shelter areas, areas that we already have
in place and could be made available in case of an emergency.

The Federal Government should examine all of its property and
all of its assets, some of these BRAC assets that might be utilized
in the case of an emergency like this. States have large facilities,
fair grounds, and many other things where temporary housing
might be put almost immediately if the watering systems and other
things were made appropriately. The United States Army should
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look at all of its facilities to ensure that secure facilities might be
places where you could house people in such an event, and we
should develop resettlement plans so that people can come back in
the communities. Simply evacuating them and putting them out-
side their jurisdiction does not ensure that they can come back.

As to temporary housing, we lost over 70 percent of all of our
housing in our City. Many of our people are still being sheltered,
as I described, in situations that are dangerous. It is necessary, we
think, for a temporary housing plan to provide for the use of the
physical inventory within the jurisdiction.

For example, we had, in our jurisdiction, other housing such as
public housing assets. We had housing that the City had taken ad-
vantage of with its blight removal program. We could have put
temporary structures on that housing. We could have used manu-
factured housing, panelized construction to put housing on those
premises. We could have leased other premises from other individ-
uals to put housing on those premises and brought our citizens
back much faster and much quicker even if they moved to perma-
nent housing elsewhere. So we think it is important that we have
that as part of our repertoire.

Third, the vouchers. Vouchers are very important. But the vouch-
ers have to be organized in such a way that they can be used lo-
cally. There should be an enhancement to those vouchers so you
can use them locally, and that would stimulate the rebuilding of
the rental housing stock if the vouchers were substantial and if
people knew the vouchers would be longer term. We know that it
takes at least 2 years to build housing. Even if you are building
your own home, it takes a year to get it organized, and another
year to build it. So we knew this in advance. To think that this
would be really temporary was not very good thinking on our part.

We have to have situations—increase the rental supply. We can
use other devices for this. For example, the GO Zone bonds could
have been diverted in portion to provide for people to build tem-
porary housing. Lastly, permanent housing. We think it is very im-
portant that we have a real permanent housing solution. That is,
people should receive replacement housing funds rather than ap-
praised housing funds at the time of a disaster. We think it is im-
portant to be able to use the disaster relief fund to build housing
in our community for community residents who might use that as
a transitional property. That legislation is already in place. We
think a small rental program is absolutely necessary.

We also feel that affordable housing pilot programs should be de-
veloped. We have developed housing opportunity zones where we
could put these programs in, utilizing the assets that we have,
from the sale of homes to our Louisiana Recovery Agency. Those
affordable housing pilot programs would include for us the possi-
bility of having mixed-income neighborhoods with AMIs up to 140
percent. We do not believe that the AMIs should be willy nilly
granted across-the-board, but we do think to have mixed-income
neighborhoods, we have to have 30 to 40 percent of people who are
above the median income, up to 140 percent. That has been New
Orleans tradition, and we would like to maintain it.

I would like to close by thanking Chairman Frank for his pro-
posal that the GSE reform and profits be allocated to housing in
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the Gulf. We think this is necessary, it would be good for citizens
of all of the Nation, and we think this is an astute proposal. I want
to thank you all for putting together this committee, and we think
this is a watershed moment, that if we do this right, it can save
us from future Katrinas. Thank you very much.

[The prepared statement of Dr. Blakely can be found on page 54
of the appendix.]

Chairwoman WATERS. Thank you.

Laura Tuggle.

STATEMENT OF LAURA TUGGLE, MANAGING ATTORNEY,
HOUSING UNIT, NEW ORLEANS LEGAL ASSISTANCE COR-
PORATION, SOUTHEAST LOUISIANA LEGAL SERVICES

Ms. TUGGLE. Good morning. My name is Laura Tuggle, and I am
a managing attorney of the housing law unit at New Orleans Legal
Assistance. We are the local legal services office for the greater
New Orleans area, and all of the parishes that we serve were se-
verely impacted by Hurricane Katrina. We just want to thank you
for having brought us here this morning, and for all of your past
support and your ongoing support and your future support.

Unfortunately, from what I see when I read the newspaper or if
I go online on a blog, a lot of folks out there in this country, and
some not too far from home, can’t quite understand why after al-
most 3 years we don’t have it together, and a lot of folks are tired
of hearing about the difficulties that are still facing our families
and are still facing the kind of clients that we serve at the legal
aid office day in and day out.

I think there is a conception out there that people should have
pulled theirselves up by their own bootstraps at this point, but
frankly I would tell those folks three things: One, we don’t have
any boots; two, whenever we go this boot store to try to get the
boots, they are way, way up on the high shelf and we can’t reach
them; and three, whenever we try to get help from somebody to get
in those boots so that we can have some straps to pull ourselves
up by, we are told that nobody is going to be back to help us for
maybe 3 years, if then.

And what I mean by that is, Hurricane Katrina came and de-
stroyed about 82,000 units of the affordable rental housing stock in
the greater New Orleans area. Of that amount, about 52,000 were
affordable to low-income families. Even with all the billions of dol-
lars that are coming down in our community, and hopefully are
making their way to the folks who need it, it is projected that only
about 23,000 affordable rental units are going to be developed in
our community. That is going to replace less than 25 percent of the
stock. So this idea that things are going to be hunky dory with
what we have is not going to cut it for the tremendous needs that
folks have in our community.

Additionally, even some of the Road Home rental programs that
are being developed, even if they all come forward, which is highly
doubtful given the credit crisis and tax credit deals not being able
to close, a lot of those programs simply are not going to reach peo-
ple at 30 percent of area median income and people at 50 percent
of area median income.
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I want to give you an example of Miss Madeline S, one of our
clients. She works in a local hotel downtown. She makes about
$1,750 a month. She is raising a household of five and she needs
a three bedroom apartment. The going rate for the HUD three bed-
room fair market rent right now is $1,271 in New Orleans. The
going rate for the low-income housing tax credit rent in Orleans
Parish is $933 a month. The going rate for the proposed lowest
rung of the small rental repair program is $680 a month. 30 per-
cent of Ms. Madeline’s income is only $525 a month. So you can
see that she can’t make it. Hardworking folks like her, who, the
numerous times you guys have come down to see us, maybe she
made your bed or, I don’t even know if they give any mints, but
maybe she put a mint on your pillow.

It is very difficult out there for folks to make it, and I have grave
concerns in particular about two areas that I don’t think have re-
ceived much attention, and one of those is, what is going to happen
with this DHAP program that we heard earlier witnesses talk
about, when it ends next year and we don’t have affordable stock
ready.

And what is going to happen with the folks and the families who
were residents of not public housing, but were residents of sub-
sidized housing through the HUD multi-family stock. I don’t hear
anybody talking about them, and I can tell you that as recently as
last fall, the office of HUD multi-family advised me that there were
5,861 units of the HUD multi-family stock that were still not open.

That is separate and apart from the thousands of public housing
units that are still not open. And frankly, we have had a very dif-
ficult time getting any information out of the HUD multi-family
side, whereas I can honestly say that, to say a nice thing about
somebody, the Office of Public and Indian Housing has been very
receptive to working with our office and providing us information
and taking some of our suggestions about what should happen.

I want to go back just, I know I'm going over my time, but I want
to mention something about the DHAP program briefly. My sec-
retary, Pam B. is on that program. Our paralegal is still in a
FEMA trailer. So we are talking about not just your elderly, your
disabled people who don’t have it together, we are talking about
hardworking folks. Pam’s three bedroom apartment is about $1,398
under DHAP, or is projected to be around that amount.

Under the DHAP program, if you are a phase one person, there
are different phases, phase one people have to do the $50 a month,
then $100 and so on until next March gets here, and that program
is going to cap out at $600, and the idea is that everybody is going
to be self-sufficient at that point. Well, the problem is we have a
rent differential of $798; 30 percent of Pam’s income is $700. Be-
fore the hurricane, she had a $550 apartment. She didn’t need any
help from the government or anybody else. All she needed was her
paycheck. And she asks me every day, “What is going to happen
to me? What is going to happen to us?”

And that is the question I would like to know, is what is going
to happen to these families, thousands of them in our area alone,
between 8,000 to 13,000, the numbers change every day, are going
to be on DHAP, and what is going to become of them? That pro-
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gram is going to have to be extended in our area, at least until
such time as more affordable rental units come online.

Thank you for your time and for allowing me to go over.

[The prepared statement of Ms. Tuggle can be found on page 260
of the appendix.]

Chairwoman WATERS. Thank you very much. I recognize myself
for 5 minutes to ask questions. I really don’t have a lot of ques-
tions.

Unfortunately, I know more about New Orleans and Mississippi
and Hurricane Katrina than I have been able to digest, really, and
I understand some of what we need to do here. I am particularly
focused on the fact that we should never have allowed CDBG funds
to have gone to the State without having stricter rules about what
that money could and could not be used for. I am not happy in Mis-
sissippi with the diversion of funds to the port and some other
issues dealing with the Road Home program.

I am not happy in the City of New Orleans where the city council
voted to go along with HUD to tear down all of the public housing
units. What is absolutely amazing to me is that despite the fact
that there are those who want to get rid of public housing because
they feel that it should be upgraded or it is too much of a con-
centration of poor people, to have it boarded-up for 3 years while
you have homelessness that grows, and to have it boarded-up when
you don’t have places for people to live, rather than having
rehabbed some of that, even if it was only done for a year or two,
is just absolutely mind-boggling to me.

So much of what we need to do here, we have to take the lessons
that have been learned from these natural disasters and make pub-
lic policy that will help to facilitate rehabilitation and restoration.
And some of the other stuff at the local level just requires that cit-
ies and communities have plans and city councils who are respon-
sible for land use get their act together too, so I guess when you
look at this great catastrophe that we were faced with, I guess
there is a lot of blame to go around and certainly, Federal agencies
have been less than stellar.

But let me thank all of you for coming here. Again, on our many
visits to the Gulf Coast we have learned an awful lot, and we will
be able to do some corrections here and hopefully at the local level,
the same thing will happen, so let me just move to Ms. Capito for
questions.

Mrs. CapiTo. Thank you, Madam Chairwoman, and I want to
thank the panel. I have a question, and please correct me if this
is incorrect.

I am from West Virginia and live in Charleston, and some of the
public housing units that are older, have been around for a long
time, the occupancy rate in some of these are probably around 70
percent because 30 percent of the units are basically uninhabitable,
or they can’t service the type of client, maybe somebody with a dis-
ability or a young family, it is not large enough. To me this is trou-
bling. If we are going to have a unit that has 100 units, we need
to be using all 100 units.

And I guess my first question would be, my understanding is
that pre-Katrina, this was the case in New Orleans, that a lot of
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the public housing units were either: (a) uninhabitable; or (b) were
not being used. Is that a correct assumption?

Ms. TUGGLE. He can go first.

Mr. BLAKELY. That is correct. Some of the units in some build-
ings were down to 50 percent and some were 60 and 70 percent.
So there are various reasons for that. Some of them were not habit-
able. That just means you have to make them habitable. In other
cases, there weren’t people who were qualified to go into them.
What I was speaking to, in an emergency, a unit is a unit.

Mrs. CAaPITO. Excuse me, what?

Mr. BLAKELY. A unit is a unit.

Mrs. CapiTo. Right.

Mr. BLAKELY. And that unit might be used by a worker, and so
forth, so you have to use the stock in a different way than it might
have been used previously. So we did have, and I don’t think that
is the national situation, but we did have vacant units.

Chairwoman WATERS. If the gentlelady—

Mrs. CAPITO. Yes.

Chairwoman WATERS. Yes, you did have units that were un-
inhabitable that had not been attended to by the housing authority.

Mr. BLAKELY. Right.

Chairwoman WATERS. They had not invested any capital in the
upkeep and rehab, but they had a long waiting list in New Orleans.

Mrs. CapiTo. Right, plenty of need.

Chairwoman WATERS. Plenty of need.

Mrs. CapiTo. Right, and I don’t dispute that. That is the trou-
bling thing. I mean I think across the Nation we find this. And so
now we are where we are right now and I think, lessons learned,
we want to make sure that we have our units when we rebuild and
new construction or rehabilitation are being used and are being in-
habited and are being—performing the mission which goes forward.

So that is just an issue that to me and I think the American tax-
payer would say to themselves, we need to take better care of what
we have to make sure that this situation doesn’t continue in the
future.

Mr. RAMIREZ. May I?

Mrs. CAPITO. Yes sir.

Mr. RAMIREZ. May I just bring up a more global perspective?
Charleston actually is a satisfactory performer, and its occupancy
runs in the 90s, at least to the best of my knowledge, which comes
from representing over 26,000 to 27,000 housing agencies and pro-
fessionals around the country, them being one them that we do
represent.

Another point of clarification is that the New Orleans housing
authority has been run by HUD for over 12 years, and so it really
should have been a shining example of how to do it right.

And finally, the consistent underinvestment and capital funds
under the covenant that was made with the Federal Government
with housing authorities that has been breached for the better part
of 8 to 9 years now and continues to decline further stretches the
ability to maintain full occupancy in these units at a safe and de-
cent standard.

So I applaud your highlighting that issue and hopefully we can
work with Congress to reverse that trend nationwide.
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Mrs. CaApiTO. Well, we certainly want to work with you on that.
I am really not finger pointing that it is anybody’s fault so much
as that some of it is just a function of the age of the units and the
concept with which they were built.

The other question I would like to ask you, Dr. Blakely, in New
Orleans, what kind of leveraging have you been doing with your
funds from private entities and volunteer organizations, maybe
some faith-based organizations? If you could enlighten me on that.

Mr. BLAKELY. I can’t give you all the numbers. I know that we
will have about, let’s see, 24,000 units available—that’s not the
right number. 2,400 units available, I'm sorry, at the end of the
year. Most of this has been leveraged using low-income tax credits,
utilizing faith-based organizations, gifts and charitable organiza-
tions and the like. So that has been leveraged.

Our big problem has been securing the land, securing the people
who do the development, and finding the right locations. We do
want to make certain that we have the right locations so rehabili-
tation of existing facilities, or the demolition of a facility and put-
ting another facility on-site has been the issue. And we were one
of the few places in the Nation that had more renters than we had
homeowners.

Mrs. CAPITO. Thank you. I yield back my time.

Chairwoman WATERS. Thank you very much. Next, we have the
chairman of the Subcommittee on Emergency Communications,
Preparedness, and Response, Mr. Cuellar.

Chairman CUELLAR. Thank you, Madam Chairwoman. I want to
thank the witnesses for being here this morning.

Particularly, I have to emphasize a friend of mine. Mr. Ramirez
was the former Mayor of my hometown in Laredo. He was also As-
sistant Secretary there at HUD, so we grew up—when I was a life-
guard, he used to give me a hard time when I was a lifeguard there
at Lake Casablanca, but it is good seeing him.

A point of personal privilege also. Today is our subcommittee di-
rector Craig Sharman’s last day, so he will be leaving and going
off to another place to work, and we really appreciate the work that
he has done.

I don’t see Mr. Castillo and Mr. Riddel. I assume they left after
the first panel. I was hoping they would have stayed here to listen
to the four individuals that we have. Do we have anybody here
from HUD or FEMA still around or did everybody leave?

[No response]

Chairman CUELLAR. Everybody left, okay. Why don’t I do this?
Instead of asking the questions, I am going to ask each of you to
pose a question to which you would want me to get the information
on your behalf. This will give you an opportunity to, and you pick
whomever you want to, Mr. Castillo or Mr. Riddel, and then I am
going to pose that question to them.

Chairwoman WATERS. That is fine.

Chairman CUELLAR. Mr. Ramirez, what question would you like
us to follow up on, and I would ask them to get the answers within
10 working days. None of this 7 or 10 months, or whatever they
usually work on, Mr. Chairman. Mr. Ramirez?

Mr. RAMIREZ. Well, it is like asking me which child do I want to
sacrifice. We have several questions that need to get posed.
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Chairman CUELLAR. Give me one and then submit the other
ones.

Mr. RAMIREZ. I think the most important one is to bring clarity
in the memorandum of understanding to help accelerate the recon-
struction and rebuilding of a public asset that has been destroyed
as the result of a disaster, and in particular, public housing, and
their ability to tap into those resources under Section 406 to be
able to accelerate the rehabilitation or the rebuilding of those prop-
erties because they are essential to serving our most vulnerable in
these communities.

Chairman CUELLAR. Okay, we will submit that. If you have any-
thing else, please get ahold of us. Mr. Morse?

Mr. MoRSE. Well, I would ask that you ask each of those two
agencies to submit a single unified yardstick so that we can have
a complete, comprehensive understanding of how many people are
in transitional housing. What is being seen down on the Mississippi
coast is a heavy push to eliminate the very visible icon of the
Katrina trailer and to shove people into a variety of different pro-
grams that are dispersed and which are thereafter impossible to
quantify.

So I would ask that you require them to put together a single
consolidated count of people who are in some form of FEMA assist-
ance or DHAP assistance or something else so that we have a total
number.

My suspicion is that number will stun you, that it is much, much
higher than you imagine and that we have been lulled into a sense
of relative calm about the gradually dropping number of FEMA
trailers, when in reality what is going on is that as these folks are
pushed into the DHAP market, that is going to end too, and our
Gulf Coast region cannot absorb the demand for deeply affordable
housing that those folks will place, and we are going to find an-
other wave, another season of drastic homelessness facing us on
the 4th hurricane season coming up in 2009. So please get them
to come together and provide you with a single unified yardstick.

Chairman CUELLAR. Thank you. Dr. Blakely?

Mr. BLAKELY. I would like you to ask the agencies who is going
to provide the free health care for people who have been in trailers
so they can determine their health status, and if their health sta-
tug (Iilszed warrants continuing care, how is that going to be pro-
vided?

Chairman CUELLAR. Thank you, doctor. Ms. Tuggle?

Ms. TUGGLE. I have a lot of questions I would like to ask, so in-
stead I will ask one with a lot of subparts.

I would like to know from the Office of Multi-Family, that side
of HUD, what is the status of each and every closed HUD-assisted
property, I think there are currently about 30, and they represent
about 4,000 units. A lot of them have submitted Section 8 contracts
that are just kind of sitting around somewhere, waiting to see what
is going to happen with that property.

And I would also like to know what happened to our people who
used to live in those properties because I have looked at the num-
bers of families who are in the disaster voucher program that are
from the HUD-assisted stock and it is only 1,147 families. Well if
we had 5,800 units out of commission, where are those people?
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That is a lot of people. So if you can get them to tell you that, I
would be amazed.

Chairman CUELLAR. Alright. Well first of all, I want to thank all
of you. Those are excellent questions. Again, please work with the
committee staff and I will again ask if they could get that to us
within 10 working days from today. Thank you very much. Thank
you, Madam Chairwoman.

Chairwoman WATERS. Thank you very much. Chairman Frank.

Chairman FRANK. Let me say, first, and I appreciate having
former Deputy Secretary Ramirez’s validation of the argument, 1
don’t believe there is a legal argument for withholding those funds,
but we are in a position where we can stop bad things from hap-
pening. It is harder to force good things happening.

But as near as I can make sense out of the testimony today, the
argument from FEMA is that somehow generalized appropriations
language keeps them from doing this. I will, and I have spoken to
Chairman Thompson, Chairwoman Waters, and others, what I
think we will do is to send a memorandum to Chairman Obey of
the Appropriations Committee asking him to include in the next
appropriations vehicle the simple statement that nothing in exist-
ing law prevents FEMA from dispensing those funds. It won’t be
an appropriation, and it won’t even be a mandate, but it will take
away their excuse. I don’t think they’ll be happy to lose their ex-
cuse but I don’t think they will be able to avoid doing that. So I
think that would be the appropriate action and we plan to take it.

Let me ask, and I apologize now, here in the testimony, and I
have read it, and this HUD/FEMA thing was the ideal, the classic
example. And by the way, the reason for having it done by FEMA
instead of HUD and I sympathize with the HUD representative
when he talked about this, it is hard enough getting appropriations
for public housing in HUD. If you need it to be done outside of the
regular HUD appropriation, that means every time there is a dis-
aster, public housing which is traditionally underfunded in the cap-
ital area, will be even more grievously underfunded, and emer-
gency funding ought to be emergency funding, so we will I think
hope to clarify that in permanent language, that there is no bar to
doing that.

But on the broader question, what should we do to change the
allocation of responsibility between HUD and FEMA? Clearly there
is a problem with the best will in the world because of this com-
plication. There is no reason that I can think of why an emergency
management agency should be in charge of housing nearly 3 years
after the phase. One of my colleagues said and I understood that,
we asked a question about long-term emergency housing. Well, we
are in a situation where we have to deal with long-term emergency
housing, but that is kind of an oxymoron. I mean, if it is long term,
it is not emergency.

I would urge you to join us. And I think you have seen a good
example here of cooperation. I wish we could get HUD and FEMA
to cooperate as well as our two committees have cooperated, the
two subcommittee chairs sitting next to each other, and working
closely together, Chairman Thompson and myself.

What should we do statutorily to sort out the housing responsi-
bility of FEMA and HUD? My first response is, maybe it should be
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FEMA'’s responsibility up to “X” days, and then it becomes HUD’s
responsibility. Clearly the shared responsibility isn’t working, but
I think this will, and I have talked to Chairman Thompson, I
would hope that before the end of this session, maybe we can’t
make it all the way, but we could take steps so that we have a pol-
icy in place so that going forward, we will have FEMA’s responsi-
bility in the emergency phase, HUD’s responsibility going forward,
with appropriate allocation of budgetary responsibility.

So if anybody has any initial response, I would be glad to hear
it, and then you will follow up. Yes, doctor.

Mr. BLAKELY. I think the—in my testimony, I talked about shel-
ter, emergency shelter. That should be FEMA’s responsibility. Tem-
porary housing and permanent housing should be HUD’s responsi-
bility. There are big, good reasons for that. One is that HUD knows
housing, and FEMA knows how to move people and evacuate peo-
ple. Housing people on a temporary basis, or on a permanent basis
is very different. HUD has the toolkit. For example, HUD could
help us use our underutilized sites so that we could put panelized
housing on it. That is not FEMA’s job or responsibility. So I think
it should stop with the temporary shelter. Shelter should be short
term, under 1 year.

Chairman FRANK. That is a good term. I appreciate that; it is a
good distinction. The only thing I would add to that is our responsi-
bility; we do want to make sure that the financing doesn’t go en-
tirely to HUD. That is, to the extent that there are emergency fi-
nancial funds, they shouldn’t compete with regular funds. But that
distinction you make between shelter and housing is a very good
one, and I think we will be able to operate on that. Thank you very
much, Madam Chairwoman.

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

Mr. CLEAVER. Thank you, Madam Chairwoman. Thank you for
coming here today Mr. Ramirez. I had the pleasure of working with
Mr. Ramirez when I was mayor, and it was refreshing to hear your
comments.

Dr. Blakely, you might be able to help me. I don’t know the cur-
rent mayor of New Orleans as well. Mark Morreal and I were may-
ors at the same time and I got to know him. If there is some kind
of confusion between your department and city development, who
is the arbitrator?

Mr. BLAKELY. City development, what do you—

Mr. CLEAVER. Or any department. Any department.

Mr. BLAKELY. Well, I am in charge of all recovery, which includes
permitting everything under me, except the ordinary day-to-day op-
erations of the City. I have the responsibility of all those aspects
of the City, so if there is a conflict in my department—

Mr. CLEAVER. Then who settles it?

Mr. BLAKELY. Me.

Mr. CLEAVER. And that is what I would expect, and that is what
I don’t understand. We have this ongoing conflict between FEMA
and HUD and I asked a question as you may recall, who does the
refereeing, who is the decider, and as a consequence, it is con-
tinuing, and it is very, very frustrating.

Mr. BLAKELY. Well, sir, clearly the mayor, if there is a conflict
between my agency and the CAO, the operating agency, the mayor
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is the referee. We meet every Tuesday and sometimes these are not
charming meetings.

Mr. CLEAVER. Yes, I can imagine. You know, I was a little em-
barrassed as we were, the United States is sending rough messages
to Myanmar because they won’t let us come in to help and I
thought for a while, they are smart.

Madam Chairwoman, thank you very much for calling this hear-
ing, and Mr. Cuellar, thank you.

Chairwoman WATERS. You are very welcome. Thank you. Mr.
Green.

Mr. GREEN. Thank you, Madam Chairwoman, and while we are
thanking people, let me thank the staff for the outstanding work
that they do in assisting us. Much of the information that I re-
counted earlier with reference to numbers, dollars, and statistics
came from staff persons who were readily available and helpful.

I would like to talk for just a moment about the $600 million for
the port authority. We have had witnesses who came before us and
we have talked about this $600 million and the indication that we
have received is that this is necessary and that it will help low-in-
come persons in some way. I think the allegation is that if you put
people to work, you help everybody. But this was supposed to be
for housing as I understand it, so let me ask someone to respond.
I believe one person had addressed this directly. That was Mr.
Morse?

Mr. MoORSE. That is correct.

Mr. GREEN. Okay. Would you kindly address the $600 million,
please?

Mr. MORSE. Well the low- and moderate-income benefit is nebu-
lous at best with this diversion of $600 million. Representative
Green, the forecast is that over 10 years, some few thousand jobs
would be created and that those would be offered first to persons
of low and moderate income.

That is the sum and substance of the rationale for doing it, and
I want to suggest to you that it is patently inadequate and that
this body ought to step in and challenge it, and that the mecha-
nism by which that can be done is that the appropriation from
which this $600 million has been plucked out was the December
2005 appropriation, and the use of those funds was subject to waiv-
ers, and this one was awarded a waiver, and those waivers are re-
quired to be reviewed, reexamined to determine their validity 2
years from the anniversary of the publication of the waiver.

In this instance, that is less than 2 weeks away. And that is to
be examined not only by HUD, if I recall correctly the statute, Rep-
resentative Green, but by you, and I strongly urge this body to do
so. Because it is just fundamentally unsound, and it is fundamen-
tally unjustifiable.

And the most basic part about that waiver is that it said we are
going to grant this waiver provided that in the future, and this
would be June 2006, future uses of Mississippi CDBG money would
place reasonable priority on persons of low and moderate income,
particularly housing needs, and I suggest to you today 34 months
after this hurricane, when we are putting people into hotels, we
haven’t gotten the job done.



50

If you look in my testimony, Representative Green, there is an
extensive examination of all of the available statistics, and it
doesn’t matter which set you use, the State of Mississippi has not
met its obligations to provide affordable housing, particularly rent-
al housing. So I welcome your care, thorough, and strong scrutiny
of this issue.

Mr. GREEN. Thank you. One additional follow up. The witness
that we had indicated that he was not sure as to the status of the
port in terms of its economic standing, its ability to do this with
its own funds. You mentioned earlier that the port seems to be
doing quite well and has the funds necessary to make these modi-
fications without the $600 million.

Mr. MoRSE. Well, Representative Green, there is an exhibit to
my testimony, Exhibit Q, and that is a paper prepared by the Mis-
sissippi Center for Justice about the status, the economic status of
the State Port of Gulfport and it has a detailed look at this issue.

This port, since the hurricane, has come back to approximately
60 to 75 percent of its pre-Katrina levels in terms of overall
throughput. It has damage that has to get repaired, but what we
are talking about with the $600 million has relatively little, if any-
thing, to do with restoring the status quo in this hurricane. Be-
cause there is insurance, there is FEMA money, there is other
bonding capability, it is operating in the black, and there is an-
other exhibit which I believe you asked Mr. Norris about at the
preceding hearing in May 2008.

You asked for a copy or an audit showing what is that status of
the economic status of this port, and if you look at Exhibit P to my
testimony today, you will find the budget request for the fiscal year
ending June 30, 2009, that shows it is operating in the black and
that it has $82 million in unencumbered cash.

Now the last thing to say about it is that the use of this money
is to not restore it, it is to do a vast and very controversial expan-
sion. So this is not about restoring my hometown’s State port, the
town I grew up in and my father grew up in. I want to see that
port restored. But you don’t need the $600 million to do it.

Mr. BLAKELY. May I make a comment here? And this is not
about ports. It is about CDBG funds and disasters.

Chairwoman WATERS. Yes, you may.

Mr. BLAKELY. I think we are trying to fit the wrong animal in
the wrong place. Perhaps we should have disaster funds with clear-
er specifications of what they should be used for, and the HUD offi-
cials who are giving these waivers may not be prepared to under-
stand a disaster versus a housing program.

And sometimes, you know, you are subject to—okay, I will go
along with this because this is not your field of expertise. Had this
been money coming from the EDA for the restoration of an econ-
omy, that is a different thing.

But I think we should have a disaster fund that is clearly aimed
at disasters, and a disaster plan should be prepared for our com-
munity, that should indicate what they are going to do for that dis-
aster, much as we did in New Orleans, how much is going to eco-
nomic development, how much is going to housing, and the locals
should be held accountable for implementing it.

Chairwoman WATERS. Thank you. Mr. Green?
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Mr. GREEN. Thank you, Madam Chairwoman, I yield back.

Chairwoman WATERS. Well you are certainly welcome. I would
like to thank all of our witnesses who have participated today. I
want to thank Chairman Frank, Chairman Thompson, Sub-
committee Chair Cuellar, Ranking Members Dent and Capito, and
all of the members and staff for their participation here today.

I believe that the Chair knows that some members may have ad-
ditional questions for this panel which they may wish to submit in
writing, and without objection, the hearing record will remain open
for 30 days for members to submit written questions to these wit-
nesses and to place their responses in the record.

Thank you panel, you are now dismissed, and we certainly appre-
ciate your presence here today. The subcommittees are adjourned.

[Whereupon, at 1:03 p.m., the joint subcommittee hearing was
adjourned.]
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To the Chairs and Ranking Members of the Financial Services Subcommittee on Housing and
Community Opportunity and the Homeland Security Subcommittee on Emergency
Communications, Preparedness and Response, and to distinguished members of the committees
and panel:

Tam Dr. Bdward J. Blakely, Executive Director of the Office of Recovery and Development
Administration for the City of New Orleans. New Orleans is one of America’s most beloved and
culturally distinctive cities, but as you are all aware, it is facing the challenge of rebuilding after
the worst natural and man-made disaster to occur in the United States of America.

Please know that I speak for our entire community when I say that we are grateful for all that you
in Congress and that the people of the United States have done to help us recover from Hurricane
Katrina and the subsequent flooding. We truly appreciate your continued concern about our
progress in caring for our citizens while we work diligently toward resolving our longer term
recovery challenges.

Thank you for providing me with the opportunity to share New Orleans’ unique perspective on
disaster shelter and housing needs. We have knowledge that should inform future law and policy
for catastrophic disasters, and could be valuable to us now as we rebuild.

We also applaud Congress’ decision to establish a National Disaster Housing Strategy. If that
strategy is based on the lessons learned from communities that experienced catastrophic
disasters, it will position the federal government to provide the financial and legal tools needed
to help rebuilding communities such as New Orleans.
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As many have testified over the past three years, the laws, rules and regulations governing HUD,
FEMA, the U.S. Department of Treasury and other federal offices did not effectively address problems
caused by the catastrophic devastation of Hurricane Katrina.

Regarding all aspects of shelter and housing -- initial survival sheltering, interim housing for citizens
and the disaster workforce, and longer-term re-establishment of permanent affordable housing
opportunities -~ current rules and funding streams must be re-evaluated to ensure that they match the
reality of post-disaster housing markets and affordable housing needs in devastated communities, large
and small.

Survival Housing — Shelter

The housing crisis in New Orleans began as Hurricane Katrina strengthened in the Gulf of
Mexico and aimed directly for the city. Though the City of New Orleans was able to successfully
evacuate about 90 percent of its citizens as part of a regional evacuation of 1.2 million people,
planning for the evacuation and shelter was carried out by the regional authorities within a state
framework that left many without clear and predictable options of where to go. Disasters in
major metropolitan areas, particularly catastrophic disasters, do not stop at state lines and require
a broader level of planning.

Cities and states can easily be overwhelmed by the need to house large numbers of evacuated
citizens during catastrophic events. Currently the State of Louisiana’s plans call for the
evacuation of citizens from the area in jeopardy to numerous undefined temporary shelters in
non-affected arcas of the state. Louisiana relies on these non-affected areas to offer the use of
churches, civic centers, schools/gymnasiums, and other buildings as shelters; most are not
designated for the public ahead of time. Since hurricanes can be very unpredictable and all the
southem parishes are vulnerable to them, the “non-affected area” for hurricane evacuation
excludes all areas in the southern portion of the state. This means that during an evacuation of
the southeast region approximately 1/3 of the state’s population will be required to evacuate to
much lesser populated areas within the state. This places a tremendous burden on the facilities,
infrastructure, and population of north Louisiana. Other Gulf Coast states likely have similar
restrictions in their sheltering plans.

Most of the currently identified shelters are intended to have a small number of people for only a
minimal amount of time. However, Hurricane Katrina demonstrated the need for a broader plan
that would include capacity for large numbers of evacuees. It also made clear the need to be able
to house people for longer periods.

The federal government should develop a National Sheltering Plan that would cover all hazards,
have the capacity to be implemented rapidly and provide the needed facilities for thousands of
individuals. FEMA could work within its existing regional structure and in conjunction with
other federal agencies, such as the Department of Defense, to accomplish this objective. Its
charge would be to develop pre-established, coordinated, and secure plans for facilities to
provide reassurance and prevent panic in the event of a catastrophic natural or terrorist related
disaster. These plans would involve:
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o Designing regional facilities to immediately serve thousands of evacuees, with the
ability to absorb a larger population as needed;

o Examining the use of federally owned property such as BRAC bases, under-
utilized state and federal hospitals or hotels and motels in recreation areas that
could be converted for year round accommodation as suitable sites;

o Maintaining and provisioning facilities at a minimal “caretaker” level with
minimal permanent staff;

o Securing space for tents, trailers etc. that could be used in place of or in addition
to structures at these sites;

o Having USNORTHCOM provide security, administration, and logistical support
for these facilities during time of operation through use of a dedicated workforce.

o Educating citizens prior to an event about what to do and where to go for disasters
that can occur without warning, such as terrorism events, industrial accidents or
earthquakes.

o Developing a resettlement plan for bringing citizens back to their community

By having better prepared and better equipped regional sheltering, people who evacuate their
homes will be more comfortably settled for the short term while longer term temporary and

transitional housing is put in place.

Scope of the Damage to Housing in New Orleans

When the federal levees failed, 80 percent of New Orleans flooded damaging 134,564 units of
occupied housing, of which over 105,000 were severely damaged according to estimates by
FEMA. In total, approximately 70 percent of the city’s owner and renter occupied housing units
received some damage.

As aresult of this destruction, Fair Market Rent has increased 46% when compared to before the
storm and the available stock of affordable housing is greatly depleted. As of April 29, 2008,
1,358 houscholds were still in trailers outside of Orleans Parish. Over 800 of these houscholds
were renters before the storm and all are likely in need of available, safe, affordable housing
within New Orleans.

Within the city, 5,837 households continued to occupy trailers in April. It is likely that the total
population of 7,195 households still living in FEMA trailers, either in New Otrleans or elsewhere,
is unable to afford the increase in rental prices.

An indicator of the reduced stock of affordable housing is the rise in homelessness. Since

Katrina, the homeless population in the New Orleans metro area has doubled from approximately
6,000 before the storm to a current estimate of 12,000.

Temporary Housing

Travel Trailers
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The historic answer to temporary or transitional housing has been to provide travel trailers and
housing vouchers. These responses to the huge housing need following the disaster in New
Orleans have proven to be insufficient. In addition, what should be only temporary solutions
have become long term due to the magnitude of the devastation from the catastrophic disaster.
FEMA and HUD, as the responsible agencies, have been unable to adapt protocol to provide
safe, decent and affordable housing in the wake of this disaster.

The travel trailers have proven to be dangerous for several reasons. They represent one of the
least protective housing options in a hurricane prone region, requiring evacuation even in
response to relatively low level storm warnings. They are cramped and difficult to live in, which
adds to the mental and physical deprivations of our citizens. They have also been shown to have
elevated levels of formaldehyde, which constitutes a cancer risk at any level of exposure, and
have caused reports of ongoing illness in many residents.

Formaldehyde

I would like to highlight the issue of formaldehyde related to problematic disaster housing
policies implemented after Katrina. The findings of the Center for Disease Control (CDC)
regarding formaldehyde levels in FEMA-issued trailers is of great concern to Mayor Nagin and
our entire community. According to the CDC, occupants of these trailers have been exposed to
major heath risks. Each of these former and current trailer residents — adults and children --
deserves appropriate medical care for any current or future effect of this exposure.

As Mayor Nagin wrote in his letter to President Bush, FEMA and the Department of Health and
Human Services (DHHS) must do better than their current commitment to move people out of
trailers 2 % years after the event, and provide only public health information to affected trailer
residents. Each current and former trailer resident must receive immediate free medical check-
ups, and free treatment for any medical condition generated or exacerbated as a result of
exposure to formaldehyde. They must also receive guaranteed access to comprehensive, state-
of-the-art medical care for any future formaldehyde-related medical conditions.

It is also important that there be support to adequately and objectively evaluate the effects of
formaldehyde and embark upon a widespread public educational effort. If funded to do so, the
New Orleans Health Department, which has begun talks with the CDC, would work with them to
conduct a full survey of affected residents. We ask that you support our efforts to engage FEMA
and DHHS to ensure that the best medical care is given to those whose health was put at risk in
travel trailers issued by the federal government.

Vouchers

An altemative to travel trailers that FEMA embraced is the use of vouchers to provide temporary
housing. When compared to trailers, vouchers are a much better alternative since they (1) use
existing resources, (2) have secondary benefits for the local economies by filling their vacant
apartments, and (3) are generally more suitable places to live for the families than trailers.
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However, the extent to which a community can rely on vouchers as a means to provide
temporary housing depends on the severity of the disaster and its impact on the local real estate
market. If available voucher compliant units are relatively close to the disaster area, then
vouchers should be emphasized as major means of providing temporary housing. However, if
the local affordable housing market is limited, or available nearby housing has been destroyed en
masse, then over reliance on vouchers can be problematic. This reliance may prohibit the swift
reunification of citizens and households and stall the recovery of established neighborhoods.

Housing vouchers played an important role in quickly establishing temporary living
arrangements for New Orleans citizens. However, the extent of the devastation to the City’s
housing stock meant that vouchers were predominantly used in communities outside the City,
thus prolonging the return of local workers and their families.

Particularly in catastrophic disasters, communities should be given flexibility to choose from a
“tool kit” of federal programs to provide emergency housing. The options should include
facilitating the repair of existing rental housing, rental payments to utilize the local existing
rental supply, panelized and modular construction of temporary or permanent housing, improved
trailers or other innovative ideas.

In addition, FEMA should establish expiration dates for rental assistance based on the amount of
time a family’s rental need lasts rather than on a rigid program of deadlines. This should be
determined in part on housing market instabilities after a disaster. In the case of New Orleans, we
urge reconsideration of the March 1, 2009 deadline. The rebuilding of the cityand stabilization
of the housing market will take several years. As the rental subsidies decrease and end, some
people will be in apartments they will not be able to afford.

Rehabilitation of Rental Housing

In future disasters, FEMA should be prepared to quickly repair existing rental housing as one of
the tools for emergency and transitional housing solutions. Early after the disaster, the city
requested that FEMA pay for the repair and rehabilitation of existing rental housing as a crucial
step to bring back citizens and accommodate the influx of workers. The swift repair of existing
rental housing would have been a cost effective solution. With over 23,000 New Orleans
families having lived in travel trailers at some point since the disaster, billions of dollars have
been spent on unhealthy, unsafe and temporary housing solution. These dollars could have been
used more effectively to repair existing housing stock that could have had a major impact on the
recovery of New Orleans.

Panelized and Modular Construction

FEMA should also be prepared to bring in panelized and modular construction units to provide
safe, temporary and transitional housing. Mayor C. Ray Nagin has proposed that already
appropriated Disaster Relief Fund (DRF) monies can and should be used under the provision laid
out in the Robert T. Stafford Act (Stafford Act) to meet this need. FEMA should require
communities to identify ahead of time locations where these units could be located, and to have a
means in place for accessing the locations quickly after a disaster. Panelized and modular
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structures could be placed on these pre-identified sites quickly. With a variety of new products
available, some housing may be deconstructed and reused when the need for them ended and
other could be transitioned to permanent housing.

For several months the City has also proposed a solution for FEMA to transition trailer residents into
safer, better, panelized constructed units. These units would be built on lots acquired by the New
Orleans Redevelopment Authority (NORA) and could be temporary or permanent. These units are more
cost effective than hotels and trailers and could contribute to the increased affordable housing stock.
This would allow residents to remain in the city and participate in the recovery.

Permanent Community Housing

The re-establishment of permanent housing is among the most important post-disaster recovery
priorities for the City of New Orleans and one of the most difficult given a myriad of barriers. Tt
is important to note that most of these barriers, however, are pot unique to New Orleans and
represent some of the most critical issues the federal government must address if it is to develop
an effective National Disaster Housing Strategy.

Given the magnitude of the damage and number of properties destroyed or severcly damaged,
too little money was allocated to provide full replacement costs after insured losses.

Compounding the lack of adequate funding is the decision made within Louisiana’s compensation
program to limit homeowner compensation to pre-storm value. This is problematic because pre-storm
value does not provide adequate resources to homeowners to rebuild or replace their properties in the
face of low insurance payouts, spiraling construction costs, limited contractors, astronomical insurance
rate increases, and higher mortgage and construction lenders interest rates.

At the state level, Louisiana’s “Road Home Program” has provided grants to tens of thousands of
homeowners; however, because of the pre-storm value cap, which does not reflect post-storm
market exigencies, awarded grants are not readily translating into wide-spread property repairs
and reconstruction.

The State’s two primary rental housing programs are the GoZone/CDBG Piggyback Program
and the Small Rental Property Program. Together these programs are projected to provide
approximately 34,000 permanent housing units across the Louisiana Gulf Coast region. Because
full funding for these efforts was not appropriated by Congress until June 2006 and the federal
regulations needed to administer the programs were not promulgated until November 2006, these
programs got a late start. Both of these initiatives are now well underway and thousands of units
are currently under construction. We are only now beginning to see completed units coming on
line. Though there are currently fewer than 100 completed units through these programs in
Orleans Parish, this total is projected to be more than 3000 by the end of 2008.

The State, charged with implementing the Affordable Housing Pilot Program, has two components
within Orleans Parish. Several hundred units will be constructed at Jackson Barracks, a National Guard
facility and on sites scattered around the city identified by NORA.
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Locally, the City of New Orleans has designated 18 areas as “Housing Opportunity Zones” within which
the city will focus housing activities and investment as means of catalyzing broader redevelopment in
surrounding areas. Some of these tools for investment include: soft second mortgage loans for
households up to 140% AMI, use of loan loss reserves designed to increase lender confidence, and funds
for non-profit organizations to provide rehabilitation services to elderly and disabled homeowners.
Within each of these areas are federally insured or assisted properties, for which the city will need
greater cooperation and information exchange with HUD and FHA to address the negative impact of
having these properties sit unrepaired.

Also, over the next three years, NORA, the city’s redevelopment agency, will receive upwards of 10,000
storm damaged properties which were sold by homeowners to the state. Most of these properties are
concentrated in the city’s most damaged areas irrespective of pre-existing income demographics.
Facilitating redevelopment will likely require federal waivers and overall governmental support to
lender institutions to encourage investment in these damaged properties.

Re-establishing permanent housing after a catastrophic disaster cannot depend on the provision of
government grants alone. Given the importance of the lender community to establishing sustainable
affordable homeownership, it is essential that the federal government also partner with lending
institutions to reduce lender risk in post-disaster environments marred by diminished housing values,
infrastructure disrepair, and compromised school and health care facilitics.

Finally, federal, state, and local partners must engage in vigorous exchange of information relative to
displaced persons and property damage if local government is to more effectively synchronize long term
housing provision with available housing stocks.

To re-establish permanent housing in post-disaster New Orleans and any community affected by
a catastrophic disaster, allocated funding should be commensurate with the level of devastation
to the local housing stock, and with the post-disaster market realities impacting construction,
insurance, and lending costs. In addition, federal funding should be allocated directly to affected
localities, particularly if they are “entitlement” communitics, to avoid unnecessary layers of
bureaucracy. When at all possible, sources other than CDBG, such as the Disaster Relief Fund
(DRF), should be used toward disaster housing initiatives.

We thank Chairman Frank for the assistance that would come to New Orleans through his legislation
which would allocate profits from the GSE’s to build affordable housing. His intentions that the first
year’s profits be targeted to the Gulf Coast in order to support its recovery are greatly appreciated.

Lastly, cities similar to New Orleans need a team of federal program staff to work with them day-to-day
in resolving all the issues that persistently arise. Such support staff would serve as brokers, advocates,
ombudsmen, and program experts to help the City harness best practices from other communities, utilize
streamlined processing requirements and waiver processing.

Conclusion

Ladies and gentlemen, thank you for allowing me to speak with you on the status of our recovery
and the challenges we and the nation face to become more responsive to shelter and housing
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needs during and after disasters. I believe the proposals outlined in this document will accelerate
our recovery and assist others to rebound faster and more effectively, even after a disaster of
catastrophic proportions. We thank you, the Financial Services Subcommittee on Housing and
Community Opportunity and the Homeland Security Subcommittee on Emergency
Communications, Preparedness and Response and Congress, for your continued support as we
rebuild our city and region. Though we still face historic challenges, we are hopeful that with
your assistance, we can solve the remaining problems and build a better and stronger community
for everyone.
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Good morning Chairwoman Waters, Chairman Cuellar and Members of the Subcommitiess. Iam
Carlos J. Castillo, the Assistant Administrator of the Disaster Assistance Directorate in the
Department of Homeland Security’s Federal Emergency Management Agency (FEMA). Thank you'
for the opportunity to be here today to represent the Department and FEMA, to discuss our role and
responsibility in responding to the affordable housing needs of Gulf Coast States following
emergencies and natural disasters.

Much has been said about the methods and ways in which FEMA has housed disaster victims
following the 2005 Hurricane Season. While we readily acknowledge that we could have done some
things better, we must not lose sight of the fact that nearly three years after the most damaging
storms in American History, close to two-thirds of those whose homes were impacted by the disaster
have either returned to their pre-disaster housing or have moved on to other housing options, In
response to the 2005 Hurricane Season, FEMA provided more housing assistance - direct and
financial — than it had cumulatively over the previous 5 years. And while we continue to face
challenges, we have learned and applied many lessons, and we have renewed focus on our mission to
assist communities and disaster victims.

New programs, policies, initiatives, partnerships and collaborations define the changes and
improvements that have taken place within FEMA since Katrina and Rita. Many of the lessons we
leamned have been institutionalized, and are now being implemented nationwide. FEMA continues
to marshal the efforts and expertise of the community of Federal, State and local emergency
managers and voluntary organizations to aggressively and compassionately address the needs of
individuals, families and communities devastated by disasters.

Today, I will highlight FEMA’s Gulf Coast Housing Strategy Action Plan and the Joint
Federal/State Housing Relocation Task Force. Second, I will highlight the Disaster Housing
Assistance Program and how the federal government is helping individuals and families displaced by
Hurricanes Katrina and Rita transition to secure long-term housing. Third, I will address the
Department of Housing and Urban Development Memorandum of Understanding outlining eligible
emergency repair assistance. Finally, I will provide an update on the National Disaster Housing
Strategy and additional measures FEMA is taking to prepare for the 2008 hurricane season and
future housing missions.

Gulf Coast Housing Strategy Action Plan

Led by FEMA’s Gulf Coast Recovery Office (GCRO), FEMA continues to work with remaining
temporary housing occupants to ensure they have access to a broad range of housing options. The
FEMA GCRO developed a formal housing strategy in early 2007 to close travel trailer group sites
and ensure a comprehensive approach to transitioning occupants to more suitable long term housing
options.

Each FEMA Transitional Recovery Office (TRO) deveAI(‘)ped a Housing Action Plan to detail specific
goals, metrics and tools for accomplishing this mission.
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Since early 2006, FEMA has offered immediate alternative housing to anyone who has requested to
move out of their unit for any reason, including concerns about formaldehyde. FEMA has never
believed that travel trailers arc an acceptable long-term housing solution, and it is our desire to
ensure that all residents move into permanent housing as soon as possible.

FEMA is aggressively identifying alternate temporary and long-term housing and matching up
housing occupants with available units as quickly as the occupants can accept the offer and move.
Those occupants who have voiced a health concern in response to continued engagement from
FEMA have all been offered multiple options to relocate out of their travel trailer.

FEMA has assigned case workers to contact every applicant currently residing in a travel {railer,
park model or mobile home in the Gulf Coast to make them aware of available housing resources,
and we continue to provide case management services to applicants while they make final decisions
about their housing alternatives. No.occupant of a FEMA provided travel trailer has to wait for the
results of air quality testing to take advantage of these alternative housing options - they are
available now. It is important to note that nearly 84% of the remaining travel trailers and park
models in use in the Gulf Coast are on private home sites. These households are, for the most part,
making repairs so they can return to their pre-disaster dwelling,

FEMA previousty announced a plan to close all group sites and relocate residents by June 1, 2008
and has continued this activity as part of our ongoing efforts. FEMA has already moved over
120,500 households out of temporary housing units as residents move into long-term housing
solutions. While a majority of group site residents have successfully transitioned into more
functional and long-term housing, some of the remaining residents are experiencing challenges,
FEMA officials understand this and have worked diligently to remove many of the barriers residents
have faced in relocating. As of May 30, 2008, there are 22,437 households still occupying
temporary housing units in the Guif Coast, 728 households still in group sites.

FEMA is also actively working to increase the rental resources available to the applicants by
utilizing the following resources:
+ HUD’s National Housing Locator System;
Intemet sites;
Newspaper classified ads;
Realtor associations;
Real estate magazines;
Local governments and agencies, such as City Halls and Chambers of Commerce;
Word of mouth; and
Landlord housing fairs.

* & & & & 2 »

Affordable housing, particularly rental units, is very limited in many areas along the Gulf Coast,
However, FEMA has taken steps to increase the amount of available rental units and reduce the
other barriers that may slow the process for an applicant. FEMA redefined the current CLC contract
on August 24, 2007, to encourage greater landlord participation and expand the universe of rental
properties and reduce common barriers for the remaining disaster population. These incentives and
additional actions include:
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Payment of rental assistance above the current Fair Market Rate;

Payment to landlords for utilities if included in the rent payment;

Payment to landlords for repairs to property damage made by disaster applicants;

Payment of security deposits, and processing fees for background checks required by some
landlords; and, ’

« Assistance with locating furniture and other necessities to meet basic living needs.

. s

In addition, in October 2007, FEMA reinstituted and expanded a reimbursement program that
provides relocation assistance to disaster victims displaced by Hurricanes Katrina and Rita. This
program reimburses relocation expenses up to $4,000 for applicants returning to their pre-disaster
States. For those families that are already living in their pre-disaster State in FEMA-provided
temporary housing, FEMA will pay moving expenses to a FEMA-funded rental resonrce anywhere
in the continental United States, if the new location is greater than 50 miles from the applicant’s
current location in the State. Relocation assistance is limited to travel costs, furniture transportation
expenses, and moving services, and is subject to the overall maximum amount of assistance that
applicants can receive under the IHP.

On February 14, 2008, the Centers for Disease Control and Prevention (CDC) released preliminary
test results where FEMA and CDC outlined the steps to be taken to provide for the safety and well
being of the residents of temporary housing units. CDC’s preliminary evaluation of a scientifically
established random sample of 519 travel trailers and mobile homes tested between December 21,
2007 and January 23, 2008 found that, in many of the travel trailers and mobile homes tested,
formaldehyde levels were higher than typical levels (based on recent sampling) of U.S. indoor
exposure in single-family homes and apartments. The average level of formaldehyde was about 77
parts per billion {ppb), or .077 parts per million (ppm). In general, formaldehyde levels in travel
trailers were higher then levels found in manufactured homes. -

FEMA coordinated with CDC to provide occupants with additional public health information.
Specifically, CDC and FEMA teams visited each of the CDC tested units to provide occupants with
the specific results for their home and advise them on a course of action.

In addition, FEMA provided caseworker assistance to all temporary housing occupants to ensure
best access to information and programs that can lead to permanent housing and self sufficiency.

Following the announcement of preliminary findings, FEMA took additional steps to address health
concerns of occupants of temporary disaster housing by awarding a contract to complete follow-on -
testing of occupied trailers that will be done on request from occupants nationwide. As of May 30,
2008, 2,807 applicants have requested their unit be tested, 1,690 test have been completed and 1,748
tests have been schedule for testing.

As part of the effort to provide occupants with alternate housing, FEMA is implementing new and
expanded policies and executing contracts to:
¢ Enter into direct contracts with hotels in order to obtain additional hotel/motel capacity if
needed.
s Utilize contract resources to support Jocal relocation.
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» Provide food vouchers or stipends for households relocated to hotels without cooking
facilities.

o Enter into direct lease agreements with landlords.

s Contract for temporary storage and/or shipping of household property.

s Contract for the boarding and care of household pets for families relocated to hotels ot
apartments that do not allow pets.

e Provide furniture for rental units by workmg with Voluntary Agencies where possible, or
purchasing the furniture when necessary.

* Contract for moving teams and equipment to assist in the movement of households with
special medical needs.

e Provide additional staff to our offices on the ground to facilitate and manage the expedited
relocation of households.

Joint Federal/State Housing Relocation Task Force

This year, Administrator Paulison wrote to the Governors of Louisiana and Mississippi to establish a
Joint Federal/State Housing Relocation Task Force. Both states, as well as our key federal partners,
identified representatives for the task force. The task force is intended to share resources, identify
solutions to barriers, and develop joint policies and messaging for those still in need of housing. The
task force members will also be charged with identifying opportunities for collaboration with local
governments. Leadership from FEMA's Transitional Recavery Offices (TRO) in each state will also
ensure that the local officials have visibility on the Task Force efforts and an opportunity to identify
issues or concerns needing Task Force attention. The local governments are invited to share any
concerns or input that they may have with their State and FEMA partners, for consideration and
coordination by the Task Force. Additional local participation will be identified as needed by the
State representation.

FEMA hosted the first Louisiana Joint Federal/State Housing Relocation Task Force meeting in New
Orleans on March 19, 2008. Representatives from FEMA, Louisiana Recovery Authority, Louisiana
Department of Social Services, and HUD were in attendance for this meeting. Since that meeting,
task force members have been meeting in smaller sessions to continue to work the action items
identified during the meeting. The second meeting of the Joint Federal/State (Louisiana) Task Force
was April 2, 2008. The third meeting in LA was on April 28, 2008 and the Louisiana Recovery
Authority provided a draft copy of the Comprehensive Housing Strategy.

FEMA’s Gulf Coast Recovery Office and our MS TRO recently held a coordination briefing with
Mississippi officials in preparation for the full Task Force meeting on April 3, 2008 in Biloxi,
Mississippi.

Because of the lack of housing resources in the Gulf Coast, FEMA has been working with our other
Federal partners, State and local governments, housing experts and associations, and Congress to
identify alternative options and methods of housing disaster victims.
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Transitioning to Permanent Housing - Disaster Housing Assistance Program (DHAP)

One of our biggest challenges has been, and continues to be, helping families displaced by
Hurricanes Katrina and Rita transition to secure long-term housing. While, over the years, FEMA
has continued to be able to provide short-term temporary housing, we recognize that the expertise for
longer-term housing resides in our Federal partners at the U.S. Department of Housing and Urban
Development (HUD). HUD is responsible for administering the Housing Choice Voucher Program
(HCVP), the nation’s largest tenant-based subsidy program. HUD with its recognized expertise in
providing long-term housing programs has been a particularly important partner in working with
FEMA to create the new pilot Disaster Housing Assistance Program (DHAP).

On July 26, 2007, FEMA and HUD executed an Interagency Agreement (IAA) establishing the
DHAP, a temporary housing rental assistance and case management program for eligible individuals
and houscholds displaced by Hurricanes Katrina and Rita. The program is currently being )
administered through HUD’s existing infrastructure of Public Housing Agencies (PHAs). Local
PHAs were awarded grants to provide rent subsidies to eligible individuals and households for a
period not to exceed 15 months beginning December 1, 2007 and ending March 1, 2009. The
designated PHAs will also provide case management services, which will include a needs
assessment and individual development plan (IDP) for each family, The objective of the case
management services is to promote self-sufficiency for the participating individuals and households.
Ultimately, over 40,000 cligible residents displaced by the 2005 Gulf Coast hurricanes will have
been provided assistance through this partnership with HUD.

Sinee this partnership began, HUD and FEMA have been working together to transfer information
about tenants and their housing situation to ensure that the transition from one agency to another is,
as smooth as possible. In addition, HUD and PHAs have been aggressively reaching out to families
eligible for assistance, sending lstters, knocking on doors and calling households to verify
information and ensure that no individual falls through the cracks. HUD has also deployed staff
members to those cities where the largest numbers of displaced families are currently living.

The transition is conducted in phases as applicants are moved info rental assistance.

o Phase 1: FEMA transferred applicants who were receiving FEMA rental assistance

prior to DHAP.
* 30,213 applicants transferred to HUD Disaster Housing Assistance Program
(DHAP) in August 2007.

* Participants have been charged $50 rent in March 2008 and will continue to
be charged incremental $30 payments until the period of assistance ends in
March 2009.

o Phase 2: FEMA transferred applicants who had been living in FEMA-provided
temporary housing units and were transitioned to FEMA rental assistance through
direct payments provided to the landlords by Corporate Lodging Consultants (CLC).

= 8,750 applicants transferred to HUD HDAP in March 2008.
* This group of applicants will transition into DHAP but will not have to pay
the $50 rent fee.
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o Phase 3: HUD and FEMA have partnered to assist applicants in transitioning directly
into DHAP to reduce confusion and frustration for applicants.
= Training for Gulf Coast FEMA field staff began April 15 in Lomslana and
will continue in Mississippi. Approximately 600 field staff will be trained.
=  FEMA field staff will assist applicants in locating alternate housing/landlords
that will participate in DHAP and work with the occupant and landlord to
transition directly into DHAP, instead of CLC.

In Louisiana, staff from the FEMA and HUD hosted housing information sessions last week for area
residents currently living in FEMA-provided travel trailers and mobile homes. The sessions
provided residents with information about transitioning directly into DHAP, Residents can now
move directly from travel trailers or mobile homes into the DHAP program with no break in
assistance between the two programs.

This is the first time the Federal government has ever carried out such a program. As you may
imagine, there are many challenges associated with such a transition. Understanding and clarifying
the authorities of cach agency, ensuring the right mix of skills and expertise to manage the caseload,
and exchanging large amounts of complex data have been among the challenges that FEMA and
HUD face and continue to resolve, and both agencies are commltted to continue to work together to
make this new program work.

HUD and FEMA Memorandum of Understanding - Repair of Public Housing Following
Emergencies and Natural Disasters

I .am also aware that Chairman Frank has expressed concern over FEMA’s ability to fund emergency
repairs to Public Housing Authorities damaged as a result of Hurricane Katrina,

FEMA has a memorandum of understanding with HUD outlining eligible emergency repair
assistance. Section 403 of the Stafford Act authorizes FEMA to meet immediate threats to life and
property resulting from a major disaster, Under the MOU, HUD and FEMA have agreed that FEMA
will, in its discretion, provide for essential assistance anthorized under Section 403 of the Stafford
Act to eligible public housing authorities, For example, FEMA has provided $7.4 million to the
Housing Authority of New Orleans for emergency protective measures.

Under Section 406 of the Stafford Act, FEMA is authorized to contribute to State and local
governments for the repair, restoration, and replacement of damaged public facilities. Under this
authority, public housing authorities would qualify fo receive FEMA Section 406 assistance if such
assistance did not fall under another agency’s purview.

When another Federal agency is authorized by Congress to perform a specific response or recovery
activity, FEMA defers to the agency specifically authorized to provide such services to avoid
angmenting another agency’s appropriation. For example, in August 2007, the Interstate-35
Mississippi River bridge in Minneapolis, Minnesota, collapsed. The President issued an emergency
declaration, and FEMA provided assistance under the Stafford Act to supplement state and local
response efforts in the area impacted by the bridge collapse in Minneapolis. In addition, the
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Department of Transportation received $195 million in emergency funding as part of the 2007
Consolidated Appropriations Act (PL 110-161) for I-35 bridge reconstruction under DOT’s own
authority to provide Emergency Relief.

In this case, Section 9(k) of the National Housing Act, as amended, authorizes HUD to award grants
to public housing in response to natural disasters,

Recognizing the situation in the Gulf Coast, FEMA and HUD are working together to identify
alternatives to address the need for repair assistance for public housing facilities.

A Compreliensive, Collaborative Approach to Disaster Housing

Update on National Disaster Housing Strategy

In 2006, Congress through the Post-Katrina Emergency Management Reform Act directed FEMA to
develop a National Disaster Housing Strategy (Strategy). This task has proved to be a challenging
one, and one that has taken more time than anticipated. However, FEMA recently completed the
draft of the Strategy, and has now begun the necessary and beneficial process of review. The
Strategy has been delivered to the FEMA National Advisory Committee, and has been submitted for
internal review within the Administration.

2008 Disaster Housing Plan

FEMA will work with States, local communities and individual disaster victims to meet housing
needs during the 2008 hurricane season. FEMA’s approach is to provide flexible, scalable interim
housing assistance that can be adjusted to the range of requirements generated by a disaster. The
2008 Disaster Housing Plan can expand to employ the full range of interim housing options and
capabilities. FEMA may, in close coordination and collaboration with the State, provide interim
housing to eligible disaster victims when they are either unable to quickly retum to their pre-disaster
dwellings, or are unable to quickly secure permanent housing,

FEMA’s approach to interim housing is based on the following sequence of interim housing
assistance:

» First: Maximize Available Housing Resoutces. This includes providing repair and’
replacement assistance, providing rental assistance, using transitional shelters (e.g.
hotels/motels), and cataloging vacant rental properties.

® Second: Use Traditional Forms of Interim Housing. If no fixed apartments or other rentable
properties are available at the Fair Market Rate within a reasonable commuting distance,
temporary housing units may be needed. When requested by a State, FEMA will provide a
range of options for temporary housing units, which may include mobile homes, park
. models, or other altemnative forms of acceptable temporary housing. Under NO
circumstances will FEMA provide temporary housing units (mobile homes, park models, or
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other alternative forms of acceptable temporary housing) that have rot been tested for
formaldehyde.

» Third: Employ Innovative Forms of Interim Housing. FEMA will actively search for
opportunities to field test alternative forms of direct housing which have been recommended
by FEMA’s Joint Housing Solutions Group.-

s Fourth: Authorize Permanent Construction.” If needed, FEMA will coordinate with HUD to
" search for cost-effective opportunities to conduct one of more multifamily apartment
rehabilitation projects under the authority of the IA Pilot Program. In addition, FEMA will
coordinate with HUD and tlie affected States to authorize Permanent Housing Construction
in those rare and unusual cases where preceding forms of interim housing are unavailable,
infeasible, or not cost-effective.

Alternate Housing Options

FEMA only provides temporary disaster housing units when all other housing resources, including
rental units, are unavailable, This assistance is only used as a last resort to provide safe, secure, and
sanifary housing for eligible disaster victims. This form of temporary housing has proven
enormously successful in many smaller-scale disasters, where the duration of occupation typically
does not extend beyond 18 months, However, while many forms of traditional manufactured
housing may prove invaluable to disaster victims anticipating a short cccupation period, they were
never designed for long-term cccupation. '

Alternative Housing Pilot Program (AHPP)

Recognizing that mobile homes and trailers are not ideal housing sofutions, Congress provided
$400 million in the 2006 Emergency Appropriations Act for FEMA to conduct an Alternative
Housing Pilot Program (AHPP) to identify and evaluate alternatives to travel trailers and mobile
homes. After a competitive process, pilot projects in Alabama, Mississippi, Louisiana and Texas
were selected for grant awards. Projects submitted by the States included state-of-the-art
engineering standards, designed to maximize energy efficiency with environmentally sound
materials. Once tested and proven, these alternatives could potentially be used in response to future
disasters. The AHPP sites will also include recreational areas for children and adults, community
spaces, and support services for disaster-affected households. ’

Upon completion, these alternative housing projects are expected to provide between 4,100 and
4,900 units for occupation in Gulf Coast States. Actual occupation of units began in June 2007 (in
one of the Mississippi projects) and is all units are projected to be occupied by December 2008, with
the exception of Louisiana which expects to have its units occupied by March 2009,

The AHPP will be evaluated by the US. Department of Housing and Urban Development’s (HUD)
Office of Policy Development and Research. The evaluation will be used in two ways:

(1) To learn what type of temporary housing solution is the best approach for a full range of
housing needs - from a stay of only a few months to a semi-permanent, long-term housing
solution.; and
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(2) To assess how well States administer temporary housing programs.

We look forward to learning from these pilot projects, and are hopeful they will provide valuable
and viable housing options for use in future disasters.

Joint Housing Solutions Grouli

In September, 2006, FEMA established the Joint Housing Solutions Group (JHSG). The JHSG’s
purpose is to develop a systematic process to evaluate and rate various disaster housing options,
identify viable alternatives to travel trailers and manufactured homes, and recommend improvements
for conducting disaster housing operations. After the issuance of FEMA’s July 31, 2007, Interim
Direction suspending the use of travel trailers and park models, FEMA tasked the JHSG to identify
and evaluate feasible forms of alternative housing on an accelerated timeline. The Joint Housing
Solutions Group has evaluated 40 different types of units located across the country. They have
looked at Gulf Coast cottages with front porches and standing-seam roofs, modular ‘folding houses’
that could transition to permanent housing, a steel modular modernist-design unit already in use in
some areas, and housing units that basically are converted shipping containers. Costs range from
$15,000 to $150,000, with most falling between $20,000 to $50,000.

To facilitate the identification and delivery of appropriate alternative housing units, the JHSG has
developed a comprehensive Housing Assessment Tool (HAT) designed to collect information on
housing products and help FEMA determine whether proposed housing options are suitable for local
disaster housing needs. The assessment tool contzins 175 questions related to range of use, livability,
timeline for occupancy, and unit cost.

FEMA. is prepared to utilize these housing options in pilot tests in future disasters where we can
further study their effectiveness in the field, and gage occupant’s responses fo the alternative
housing. In the meantime, the JHSG will continue to identify and assess the relative merits of
additional forms of alternative housing, )

Updated Housing Specifications

FEMA has also implemented new requirements for future purchases of to-be-built manufactured
homes, park models, and other new forms of alternative temporary housing that will ensure such
units are specifically designed and constructed to emit (and tested to assure) the lowest possible
levels of formaldehyde. FEMA has updated housing specifications for purchases of Uniform
Federal Accessibility Standard (UFAS) and non-UFAS park models, as well as mobile homes.
These units must meet the design and construction requirements established in Title 24 of the Code
of Federal Regulations sections 3280.308-309. Units must include weather radios and mamufacturers
must not use materials which emit high levels of formaldehyde during production.

10
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Sammary

In summary, we remain committed to managing a housing program that meets the needs of
communities and disaster victims. All aspects of our programs today reflect the lessons learned from
Katrina and Rita, due processes for registration, the delivery of disaster assistance quickly, and the
provision of disaster victims with a broader range of housing options and case management services.
‘We are a more effective partner with other federal agencics and the states. And FEMA is a better
steward of the taxpayer’s dollars.

The challenges have sometimes seemed insurmountable, and many times, FEMA has stood alone -
and received criticism, while continuing to carry out our mission in hundreds of other disasters
around this country. FEMA remains committed to utilizing the new resources and authorities
provided by Congress to assist communities and victims of disasters affect a full recovery. We
expect and look forward to continued close collaboration and cooperation with Congress, as well as
with our Federal, State and local government, private sector and voluntary agency partners in
emergency management. Thank you for the opportunity to testify. I would be pleased to answer
any questions you may have.
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UNITED STATES HOUSE OF REPRESENTATIVES
JOINT HEARING OF
HOUSE FINANCIAL SERVICES SUBCOMMITTEE ON HOUSING AND
COMMUNITY OPPORTUNITY
AND
HOUSE HOMELAND SECURITY SUBCOMMITTEE ON EMERGENCY
COMMUNICATIONS, PREPAREDNESS AND RESPONSE
“EXAMINING THE ROLES AND RESPONSIBILITIES OF HUD AND FEMA
IN RESPONDING TO THE AFFORDABLE HOUSING NEEDS OF
GULF COAST STATES FOLLOWING EMERGENCIES AND NATURAL DISASTERS”

June 4, 2008
INTRODUCTION

Good moming, I am Reilly Morse, a senior attorney in the Katrina Recovery Office of the
Mississippi Center for Justice in Biloxi, Mississippi. I thank Madam Chair Waters, Ranking
Member Capito, and the members of the subcommittees for holding this hearing to examine the
roles and responsibilities of the U. S. Department of Housing and Urban Development (HUD)
and the Federal Emergency Management Agency (FEMA) in responding to the affordable
housing needs of the Gulf Coast States following cmergencies and natural disasters.

The Mississippi Center for Justice (“MCJ”) is a nonpartisan, nonprofit, civil rights legal
organization that was founded in 2003 in Jackson, Mississippi. It was formed to provide a home-
grown and home-owned legal capacity to advance racial and economic justice in the state of
Mississippi. In 2005, MCJ became the deep south affiliate of the Lawyers’” Committee for Civil
Rights Under Law, a national civil rights legal organization formed in 1963 at the request of
President John F. Kennedy to involve the private bar in providing legal services to address racial
discrimination. Shortly after Hurricane Katrina struck the region, MCJ opened a Katrina
Recovery office in Biloxi, from which we have partnered with the Lawyers’ Committee and a
wide variety of pro bono volunteers to provide free legal representation to individuals and
community groups who are seeking disaster recovery assistance. MCJ and the Lawyers’
Committee also have provided research and policy advocacy support on behalf of lower-income
and minority hurricane victims and communities in the region.

I am a third-generation Mississippi coast lawyer, a former municipal judge and municipal
prosecutor for the city of Gulfport. I started with the Mississippi Center for Justice in October,
2005, after the obliteration of my law office and practice, and after taking personal bankruptcy.
My focus is affordable housing policy advocacy and community development. For nine years



74

prior to Hurricane Katrina, I bad a solo civil practice with a specialty in public interest
environmental and environmental justice litigation. For eleven years prior to that, I was in Gulf
Coast law firms where I practiced commercial, insurance defense, and maritime litigation.

Three major hurricanes -the 1947 storm, Camille, and Katrina- have struck each of the
generations of my family, but the damage from Hurricane Katrina was of a much higher order of
magnitude. My family and I rode out Katrina and my home was safe, so I am fortunate compared
to the clients I represent here today. On behalf of those clients, I am here to tell you that, in too
many respects, HUD and FEMA have fallen short of their responsibilities to respond to the
affordable housing needs of storm victims in Mississippi.

EXECUTIVE SUMMARY

Hurricane Katrina “had a particularly devastating impact on low-wealth residents who
lacked an economic safety net” but the disaster also “presented a unique opportunity to correct
decades of inequitable development,” according to the Mississippi Governor’s Commission. !
Sharing these concerns, Congress required the states to spend at least 50% of the $11.5 billion in
CDBG disaster recovery funds to benefit primarily persons of low and moderate income (LMI).2
The U. S. Department of Housing and Urban Development (HUD) adopted regulations
implementing the LMI requirement. Yet Mississippi, with the nation’s largest per capita poverty
population, was the only state to request and receive waivers from this requirement. All told,
HUD carved $4 billion out of the $5.481 billion allocated to Mississippi for uses other than to
assist LMI households. As a result, Mississippi now has turned its back on the opportunity to
broadly uplift the housing conditions of its most vulnerable storm victims in favor of other
priorities.*

Overall, 241,283 housing units recetved some damage from Hurricane Katrina. 90,271
dwellings (owner-occupied or rental) suffered major damage or were destroyed, and another
151,012 suffered lesser damage, according to inspections by FEMA as of March 30, 20067 In its

! Governor’s Commission on Recovery, Rebuilding, and Renewal, “After Katrina: Building Back Better Than Ever”,
pp. 60-61.

2 Department of Defense Appropriations Act, 2006, Public Law 109-148, December 30, 2005, 119 Stat. 2680, 2780.

3 “[Tlhe aggregate use of CDBG Disaster Recovery funds shall principally benefit low and moderate income
families in a manner that insures that at least 50% of the amount is expended for activities that benefit such
persons.” U. S. Department of Housing and Urban Development, February 13, 2006, 71 FR at 7671.

+“More Housing Woes for Mississippi,” New York Times editorial, September 27, 2007, http://www.nytimes.comy/
2007/09/27/opinion/27thur2. html?_r=1&ref=opinion&oref=slogin

5 Housing Unit Damage Report, July 12, 2006, FEMA (“FEMA July 2006 Report™). A copy is attached to this
testimony as Exhibit “A.” It also is available at the following link. http://www.stepscealition.org/downloads/news/
reports/HUD MDA _FEMAdamage_estimates.pdf See discussion of this report at text accompanying footnotes
22-33.
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first application for CDBG funds, Mississippi Development Authority (“MDA”) wrote, “The
sheer number of homes damaged or destroyed is one reason the Governeor considers the
replacement of housing as a number one priority in rebuilding the Mississippi Gulf Coast.”®
(emphasis added) However, using conservative estimates, all of Mississippi’s programs
combined (home grants, LIHTC, small rental, long term workforce housing, and HOME
mortgage) would rebuild little better than half (47,458) of the total housing with major to severe
damage, and none of the 151,012 with lesser damage.”

An earlier damage estimate dated February 12, 2006, by FEMA and HUD placed the total
number of units with damage at 220,384, and those with major to severe damage at 61,386. The
State of Mississippi considers the February, 2006 estimate to be reliable, and asserts that the July,
2006 report has been retracted. As detailed below, however, the July, 2006 report more nearly
matched the actual count of damaged housing units in the largest housing program to date, and so
is considered by MCJ to be more reliable than the February, 2006 study.

So far, Mississippi has devoted only about $3 billion dollars or 55 percent of CDBG
funds to programs for direct housing recovery.® Mississippi has obligated or disbursed $513
million in homeowner assistance grants for persons of low and moderate income, and spent $10
million towards public housing as of February 28, 2008.° According to Mississippi’s latest
Disaster Recovery Grant Report, for the period ending December 31, 2007, Mississippi’s
cumulative overall benefit percentage is only 13.2 percent.'®

Two and half years after Katrina, Mississippi has paid out over $1.2 billion to
homeowners, but has not opened a single CDBG-financed rental unit.

Mississippi’s programs do not address half the needs of small rental, very-low-income
rental, or homeowners who suffered moderate to severe damage from Hurricane Katrina.

+  MDA’s Small Rental plan will restore 6,300 small rental units, leaving 7,500
unrepaired.’?

6 Mississippi Development Authority Homeowner Assistance Program Partial Action Plan, September 11, 1006, p. 3.

7 Mississippi Disaster Recovery Program Summary, February 28, 2008, p. 3. Mississippi’s higher estimate of 58,107
units likely overstates the total number of units restored and therefore is not used.

8 Missigsippi Disaster Recovery Program Summary, February 20, 2008, Exhibit “B” Mississippi Center for Justice
Analysis of MDA CDBG Programs, attached as Exhibit “C.”

9 Mississippi Center for Justice analysis of Mississippi Development Authority, Low/Mod Summary as of February
28, 2008, Exhibit “D”.

1 MDA Disaster Recovery Grant Report, 4th Quarter 2007, http//www.mississippi.org/UserFiles/File/
Home_Owners Assistance_Programy/DRGR-12-2007 pdf

1 FEMA and HUD, “Current Housing Unit Damage Estimates - Hurricanes Katrina, Rita and Wilma,” February 12,
2006, Exhibit “E™. p. 12.
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+ GO Zone and regular tax-credit funded developments will restore 1,023 very-low-
income apartment units, leaving 8,023 unrepaired. In the six coastal counties, these
programs will restore 5,632 low-income units, leaving 9,825 unrepaired.!?

« Phase I and Il homeowner assistance grants will restore about 25,000 storm surge
damaged houses, leaving 33,885 wind-damaged units (estimated 16,942 LMI
houscholds) unrepaired. 13

The prospects for financing the remainder of these housing needs have worsened as a
result of HUD Secretary Alphonso Jackson’s authorization of Mississippi’s diversion of $600
million in housing funds into a costly and non-hurricane-recovery related expansion of the State
Port at Gulfport. Secretary Jackson’s rationale for this decision was that HUD had little or no
discretion to question the State of Mississippi’s decision to divert this money from housing
needs. In fact, he testified before this Committee on March 11 that if he would have had
discretion to reject this proposal he would have done s0.14 A careful analysis of the legislation
and requirements of the CDBG program indicates that HUD’s conclusion that it had little or no
discretion to review the State’s submitted proposals is in error. Without discretionary authority,
there would be no oversight and no assurance that Congressional intent was being implemented
or subverted. We respectfully believe Congress meant what it said -- and that low and moderate
income families would be at the front, not the back of the line for federal aid.

Mississippi Center for Justice urges this subcommittee to re-examine the waivers two
years after they were granted by HUD Secretary Jackson, as required by Public Law 109-148; to
institute appropriate reforms to strengthen current and future emergency CDBG appropriations
against excessive use of waivers of important federal requirements; to increase public
accountability and transparency in both policy development and implementation stages of
programs funded with CDBG dollars; to require greater federal uniformity in disaster recovery
programs between states, and to condition access to emergency CDBG funds offered to
municipalities and counties upon their undertaking to affirmatively remove barriers to affordable
housing, including public, subsidized, and transitional housing after natural disasters.

1. 'What are the Affordable Housing Needs in the Gulf Coast States, particularly in light
of the devastation caused by the 2005 hurricanes?

Reliable data on the damage to the affordable housing stock and income level of the
occupants is a prerequisite to effective oversight by this Joint Committee. Unfortunately, I do not
believe any such estimate exists for both homeowners and renters covering the Gulf Coast states
impacted by the 2005 hurricanes. A February, 2006, FEMA/HUD housing damage estimate

12 Bxhibit “A, p. 5, "Mississippi Home Corp LIHTC-finance report, attached as Exhibit “E.”
13 Exhibit “A”, p. 5.

14 See text accompanying footnote 73.
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provides an overview of the damage done by housing tenure (owner-occupied or rental),
location, and severity.!® However, this data provides no income level information for the affected
homeowners or renters. A federal affordable housing damage estimate ought to have been
required to ensure uniform measurement of affordable housing needs and proper use by the states
of emergency disaster recovery funds to restore affordable housing.

Ata May 8, 2008, Financial Services Subcommittee on Housing and Community
Opportunity, the HUD representative reported no statistics of affordable housing damage for the
affected areas, only funding levels for affordable rental housing.'¢ Louisiana confessed that
“assessing the true demand for housing in the wake of this unprecedented disaster is nearly
impossible.”!” Texas officials generally described damage levels but provided no systematic look
at affordable housing losses.!® Mississippi relied upon the February, 2006 estimates and
announced that -33 months after Katrina struck, and after virtually all its funds had been
allocated- it was contracting to collect and present housing needs data.!” Alabama -likely the
recipient of the least CDBG funding in the region- found sufficient funds to complete an
independent housing needs assessment and concluded its principal target group was low and
moderate income households, but its damage statistics were not broken down by income level 2
Florida reported that Hurricane Wilma damaged 119,038 housing units occupied by persons
earning incomes at or below $30,000, and limited use of its CDBG funds to “units occupied by
low-and-moderate income persons since this population group traditionally does not have the
personal resources and insurance needed to recover from the loss of their homes.”2!

A. Housing Damage Estimates by Income Level are Required to Assess Mississippi’s
Affordable Housing Needs.

Governor Barbour and MDA have published no single comprehensive housing damage
assessment by location, severity of damage, tenure, and income level, despite having been urged

15 A state-by-state comparison of this data is attached as Exhibit “G”.

16 Testimony of Stanley Gimont, Acting Director of Office of Block Grant Assistance, p.7. Link to testimony at

percentage of rental funding out of its total grant, at 9.4 percent.

17 Testimony of David Bowman, Director, Research and Special Projects, Louisiana Recovery Authority, p. 2. Link
to testimony at footnote 16.

18 Testimony of William Dally, Deputy Executive Director of Texas Department of Housing and Community Affairs,
p. 3. Link to testimony at footnote 16.

19 Testimony of Jack Norris, Executive Director, Governor’s Office of Recovery and Renewal, p. 4. Link to
testimony at footnote 16.

20 Testimony of Bill Johnson, Director of Alabama Department of Economic and Community Affairs, pp. 2-4. Link
to testimony at footnote 16.

2! Testimony of Gail Stafford, Administrator of Florida CDBG Disaster Recovery Programs, pp. 4-5. Link to
testimony at footnote 16.
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to accomplish this task first,? and despite having ample resources to fund it.” This has
hampered policy development, public debate, and accountability.?

The February, 2006, FEMA /HUD housing damage estimate counted a total of 220,384
housing units damaged in Mississippi as of February 12, 2006, of which 61,386 suffered major to
severe damage. 2 Governor Barbour requested FEMA and HUD to prepare another housing
damage estimate, but this report -dated July 12, 2006~ was not publicly released. The July, 2007
report counted a total of 241,283 housing units damaged as of March 30, 2006, of which a total
of 90,270 suffered major to severe damage. HUD and FEMA used the same methodology of
direct inspection, valuation, and precautions against double counting. The author of both
estimates is believed to be the same person.?® The two estimates are compared in the table below.

Table 1. Two Housing Damage Estimates Compared

owner renter L tetal
Feb July Feb July Feb July
minor- 117,407 107,344 41,591 43,669 158,998 151,013
major : 30,889 38,166 14,887 19,342 45,776 57,508
severe 9,618 24,157 5,992 8,605 15,610 32,762
total ) 157,914 169,667 62,470 71,616 220,384 241,283
% -July/Feb 7.44% 14.64% 9.48%
major+severe 40,507 62,323 20,879 27,947 61,386 90,270
% July/Feb 53.86% 33.85% 47.05%

In the May 8, 2008, oversight hearing of the Financial Services Subcommittee on
Housing and Community Opportunity, Jack Norris, Executive Director of the Governor’s Office
of Recovery and Renewal, testified that “the inspection data conducted by FEMA and the Small
Business Administration released on February 12, 2006, is the most reliable source of damage
estimates.”” Mr. Notris added that HUD has since retracted the July, 2006 report on the basis

2 Governor’s Commission on Recovery, Rebuilding, and Renewal, “After Katrina: Building Back Better Than
Ever,” December 30, 2005,(“After Katrina™) p. 55.

2 The Governor’s Commission estimated the cost of a housing needs assessment, including residential
demographics at §1 million. Jd. Mississippi has allocated $112 million for state administrative activity, but has only
spent $6 million as of December 31, 2007. CDBG Disaster Recovery Expenditure Overview, “State
Administration.” Exhibit “H.”

24 Editorial, Biloxi Sun Herald, “We Need Housing Numbers We Can Crunch With Confidence,” December 19,
2007, p C-4. Attached as Exhibit “I.”

25 Exhibit “E” p. 6.
26 Todd Richardson, HUD Program Evaluation Division,

27 Jack Norris testimony, p. 4.



79

that the data contained a number of duplicate entries.”® However, Mississippi cited figures from
that report in their Small Rental Program Action Program Final Plan and its Long Term
Workforce Housing Program Action Plan both of which HUD approved without adverse
comment on the underlying data.?

The July, 2006 report is the only statewide rental housing damage assessment broken
down by tenant income level - HUD assisted, very-low-income market rate, and all others.?® If,
as MCJ believes, the July, 2006 rental damage estimate is reliable, then Mississippi’s contention
that its existing programs will meet all affordable housing needs is clearly erroneous.’! Even if
the February, 2006, report were used, Mississippi’s rental housing programs still will fall far
short of meeting the need.>?

One indication that the July, 2006 is more accurate than the February, 2006 report is that
the July report more closely approaches actual units eligible in the largest program nearing
completion: Mississippi’s Homeowner Assistance Phase I grant program.3 In the table below,
the total for each report is the total number of homes outside the flood plain that received flood
damage, reduced by the total without insurance. The July report shows 16,848, which is closer
than the February report to the Phase I total eligible units of 19,738.

Table 2: Estimates for Phase I-eligible households compared to actual total.

Feb July
total 18,690 19,787
no insurance 2,752 2,939
eligible 15,938 16,848
Phase 1 total eligible units 19,378

B, p. 5.

2 Mississippi Development Authority’s Small Rental Program Action Plan, and Long Term Workforce Housing
Action Plan, both at p. 3, state that 71,116 renter-occupied housing units statewide were damaged or destroyed by
Hurricane Katrina. The July, 2006 report shows a total of 71,616 damaged rental units statewide.

30 Exhibit “A”, pp. 3-4.
31 See text accompanying footnotes 42-44,
32 See text accompanying footnote 47.

3 To qualify for this grant, a homeowner had to suffer storm flood damage, reside outside the 100 year flood plain,
and have insurance on the residence. A small number of homeowners located inside the flood plain qualify under
Phase 1 if they provide a FEMA standard elevation certificate. MDA Homeowner Assistance Program Modification
No. 8- Phase I Elevation Certificates. http:/www.mississippi.org/UserFiles/File/

Home_QOwners_Assistance Program/HAPModification8June26.pdf Even subtracting this small number of units,
the Phase I totals likely will remain at or above the July, 2006 totals.




80

Also, the two reports do not differ as conspicuously on pure counting of units as they do
on the severity of damage. The July total is 9.5% higher than the February total for all housing
units, 7.4% higher for owner-occupied units, and 14.6% higher for rental units. For housing with
major to severe damage, however, the July total is 47% higher than the February total for all
housing, 53.8% higher for owner-occupied units, and 33.8% higher for rental units. Increases
over time in the number of units with major to severe damage would be consistent with our
extensive personal observations of worsening damage in housing units from continued leakage,
mold infestation, and deterioration. This committee should require HUD to explain the basis for
retracting the data, given the relatively small differences in the overall count compared to the
relatively large differences in the degree of damage.

B. Recommendations on Needs Assessments

MC]J urges this Joint Committee to require HUD and FEMA to do the following in
furtherance of its oversight responsibilities concerning emergency CDBG funds and the
continued unmet need of FEMA trailer occupants.

1. Determine whether or not the July, 2006 report is reliable.

2. If reliable, then use this data to conduct the statutorily-required re-examination® of
HUD’s June 14, 2006 waiver of the overall benefit requirement particularly the condition “that
the state must give reasonable priority for the balance of its funds to activities which will
primarily benefit persons of low and moderate income.”3

3. If not reliable, then use the 2-year re-examination of waivers to prohibit Mississippi
from reprogramming (or obligating in the case of the $600 million diversion of housing funds to
the State Port at Gulfport) any emergency CDBG funds to non-housing purposes until HUD
completes and releases a housing damage estimate by tenure, geography, rental housing unit
type, and income level. This is justified, given HUD Secretary Jackson’s testimony that not all
“has been provided to low and moderate income people that should be provided for housing,” to
explain his reluctance to approve Mississippi’s diversion of $600 million in housing recovery
funds to expand the State Port at Gulfport. 3¢

34 public Law 109-148, 119 Stat. 2680, 2780.
35 71 Federal Register 34457, June 14, 2006, 2006 WL 1622293,

36 See text accompanying footnote 74.
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C. Review of Programs

For purposes of the following discussion, the July, 2006, data is treated as reliable.
However, in some instances, such as the small rental program, it is possible to use the February,
2006 data.

1. Unmet Affordable Rental Needs are Estimated to be at least 28,000 units.

Lower-income households faced difficulty finding affordable housing before Hurricane
Katrina arrived. A recent report by the Rand Gulf States Policy Institute conservatively estimates
that the pre-Katrina demand for affordable housing in the three coastal counties was close to
38,000 units, the supply was 25,000 units, and the loss of units from the Hurricane was 6,000
units.*” Rand concedes that these estimates “almost certainly underestimate the scale of the
affordability problem post-Katrina.”® MCJ agrees that these estimates dramatically
underestimate the need for affordable housing. Excluding public housing, Katrina damaged over
34,000 HUD-assisted and very-low-income (VLI) market rate rental units in Mississippi, and
severely damaged or destroyed about 11,500 units, according the July, 2006 report.>®

A pre-Katrina 2005 report by the Mississippi Regional Housing Authority VIII counted
3,054 houscholds on a Section 8 voucher waiting list, of which 2,446 were extremely low
income.*® This is an income level for clients MCJ routinely has seen since Hurricane Katrina,
such as a full time fast food preparation worker, a veterinary assistant with one child, and a
pharmacy aide with spouse and one child.*!

Katrina damaged 2,534 out of 2,695 units of public housing in South Mississippi, and
destroyed 316 units, according to direct inspections by HUD representatives.*? Mississippi’s

37 Kevin McCarthy and Mark Hanson, “Post-Katrina Recovery of the Housing Market Along the Mississippi Gulf
Coast,” Rand Gulf States Policy Institute, 2008 (“Rand 2008 Report™), pp. 19, 30-31. http:/fwww.rand.org/pubs/
technical reports/TRS511/

3 Id., p. 61. Rand’s data is based upon correlations and extrapolations of several sets of damage and demographic
data at the census block level. Id., at 76-77. MCJ considers to be more reliable the data gathered by direct inspection
of housing units, such as the FEMA and HUD reports cited elsewhere in this testimony. MCJ considers the Rand
data to underestimate the actual damage done to the Mississippi coast housing stock.,

37 Exhibit “A,” p. 5. Persons earning no more than 50% of area median income are considered “very low income.”
In south Mississippi, this would include a single fire fighter, a medical assistant with one child, and two child care
workers with one child. Back Bay Mission “Who Lives in Affordable Housing?” Affordable Housing Conference
2007, Biloxi, MS. The 11,500 figure for major and severe damage is reached by adding the Assisted and VLI units
with major damage and then subtracting out 400 public housing units with major/severe damage. (10,004
+1910)-400=11,514)

40 Mississippi Regional Housing Authority VIII FY 2005 Annual Plan, p. 7.
41 Back Bay Mission, “Who Lives in Affordable Housing?” Affordable Housing Conference, 2007, Biloxi, MS.

42 Mississippi Development Authority Public Housing Program CDBG Disaster Recovery Action Plan, Amendment
1 approved August 31, 2007, p. 3.
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CDBG public housing plan proposes to repair or restore 2,000 to 3,200 units, but this will not
absorb the 3,000-household waiting list prior to Katrina. Mississippi’s public housing authority
reconstruction is moving at an extremely slow pace. A January, 2008, survey by the Mississippi
Center for Justice found that several of the apartment complexes currently occupied by tenants
have been severely infested with mold.

Since Hurricane Katrina, Mississippi has asserted that low income housing tax credit
(“LIHTC”) financed construction would restore these segrents of the rental housing market
without the use of CDBG funds. But Mississippi’s 1,981 units offered at VLI rates will restore
only 7 percent of the 29,869 VLI-damaged units and only 20 percent of the 10,004 with major to
severe damage.¥® Mississippi’s 9,168 LIHTC-financed units will not restore the 11,500 HUD-
assisted and VLI units with major to severe damage.** Only 5,915 of the LIHTC-funded tax
credits are located in the 6 coastal counties.® Low-moderate income persons earning between 50
and 80 percent area median incomes are among those who lived in other market rate rentals,
which suffered damage to 34,511 units, and major to severe damage to 16,033 units, according to
the July, 2006 report.

Some of the affordable rental housing needs, the projected production, and unmet needs
are summarized in the table below. This summary is intended to be illustrative only. In reality,
not all 9,168 LIHTC-funded rental units will be applied to HUD assisted or VLI rentals, because
Jocal housing authorities will use LIHTC financing to restore some of the capacity lost from
damaged public housing units. So, unmet HUD-assisted and VLI needs will increase by each
LIHTC-financed unit occupied by Public Housing residents.*® Also, this unmet needs estimate
likely understates actual demand since it fails to include pre-existing demand for affordable
rentals besides public housing, additional demand due to worsening economic situations since
Hurricane Katrina, through job loss, increased cost of living, decreased wages, increased costs of
homeownership, or other financial or regulatory barriers to rebuilding. Subject to these
limitations, one may estimate the remaining unmet affordable rental housing need to be
approximately 28,000 units.

43 Exhibit “F” for LIHTC-funded awards; Exhibit “A” for figures on Assisted and VLI rentals with major to severe
damage.

4 Exhibit “F.”

45 Mississippi Home Corporation data on LIHTC-funded awards, April 1, 2008, on file with author, copy attached as
Exhibit “1.”

# Mississippi Regional Housing Authority VI, through its non-profit subsidiary, is using LIHTC financing to
replace public housing formerly known as Charles Warner in Pascagoula, and formerly known as Camelot in
Guifport.
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Table 3: Some Unmet Rental Housing Needs

public housing damaged units 2,534 2,000-3,200 534
public housing waiting list 3,054 666 2,388
HUD assisted rental 4,702 9,168 1]
VLI market rate rental 29,869 4,466 25,403
total 28,325

2. Mississippi’s Small Rental Program Will Fail to Restore 6,300 to 7,500
Units with Majer to Severe Damage.

Hurricane Katrina damaged 47,013 units in small rental sites (less than 10 units), and
inflicted major to severe damage upon almost 13,800 units, including over 12,170 single family
units.*” But Mississippi’s small rental program will restore only 6,300 to 7,500 units in the lower
four counties, or 45 to 54 percent of those with major to severe damage, leaving another 6,300 to
7,500 units unrepaired. The program will restore only 13 to 16 percent of damaged small rentals
overall. It bears emphasis that this shortfall is calculated using the Governor’s projections and the
February, 2006, report that Mississippi considers to be the “most reliable source for damage
estimates.” By program design, only 51 percent of units constructed under the Small Rental
program must be rented to low-moderate income persons. 1t should be noted that the unmet smail
rental need cannot be added to the unmet need identified in the preceding section.

3. Mississippi’s LIHTC program will fail to restore 6,200 apartment units.

Hurricane Katrina damaged 15,457 units in apartment complexes, and caused major to
severe damage to 7,081 units. But Mississippi’s LIHTC program is forecast to produce 9,168
apartments, leaving 6,2789 units unrepaired. This shortfall, like the Small Rental calculation,
rests on Mississippi’s most optimistic forecast and the February, 2006 damage estimate. Also,
this unmet need cannot be added to that which is calculated from the July, 2006 report.

47 Exhibit “E”. Current Housing Unit Damnage Estimates - Hurricanes Katrina, Rita and Wilma,” FEMA/LIUD,
February 12, 2006, p. 12.
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4, Long Term Work Force Housing Will Not Significantly Remedy the
Affordable Rental Shortfall.

Mississippi’s Long Term Work Force Housing (LTWF) program continues Mississippt’s
over-weighting of owner-occupied housing programs and cannot be counted on to produce a
significant number of rental housing units. For example, the largest grant in the first round went
to an employer-assisted housing program that will allocate the majority of its funds to employees
who wish to purchase housing.*® Another large development funded by the LTWF program is the
redevelopment of the east bank of the Pascagoula River. The majority of the units proposed for
this location will be owner-occupied. In addition, the LTWF program is available to non-Katrina
damaged persons, which places new employee housing needs ahead of the unmet rental housing
needs of existing residents. In a post-Katrina inflation environment, it is not financially feasible
for many low and moderate income persons to transition from renting to home-ownership.

5. 33,885 Badly Wind-Damaged Homeowners Ineligible for Grants

As in many communities across America, the principal railroad track in Coastal
Mississippi functions as a racial line of demarcation in coastal Mississippi. Due to decades of
inequitable development, many impoverished minority enclaves remain immediately north of the
rail bed, including Soria City, the Quarters, and Gaston Point, to name a few in Gulfport, the
coast’s largest city. Hurricane Katrina’s category 3 velocity winds struck these communities with
virtually identical intensity as the predominantly white residential beach-front areas only a few
blocks to the south. But these communities, and thousands of other households with major to
severe damage, both white and black, were denied housing disaster assistance grants because the
rail bed held back the tidal surge, or they were on higher ground.® Looking to the lower 10
counties who experienced Katrina’s most intense winds, the number of households with major fo
severe damage is 11,951.5 Inadequate insurance settlements have left these households at the
mercy of long term recovery organizations, as described below.

Louisiana offered a single program that covered both flood- and wind-damaged
homeowners, with a single $150,000 cap. Mississippi has denied all grant support to those with
only wind damage and has created a two-tier system in which predominantly wealthier Phase 1
grantees receive up to $150,000 above insurance, while lower-income households are eligible
for only up to a $100,000 grant. These illogical and arbitrary disparities in relief programs
between United States citizens struck by the nation’s worst natural disaster should not be

48 Gulf Coast Renaissance Corporation, Response to Request for Proposal to Provide Long Term Work Force
Housing provides that the program is limited to owner-occupied primary residences, with a small set aside for rental
programs. p. 7.

49 Reilly Morse, “Environmental Justice Through the Eye of Hurricane Katrina,” Joint Center for Political and
Eeonomic Studies, May, 2008, p. 13.

50 Table of wind-damaged households in lower 10 counties compiled from FEMA February, 2007 report, attached as
Exhibit “K.”
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permitted to exist. If federal funds are used to help these citizens recover, then the basic
eligibility and amount of recovery ought not to depend on one’s state citizenship.

One indirect measure of unmet need is that Mississippi’s county long term recovery
organizations (LTRs) currently have 8,956 open files statewide, with another 6,638 on waiting
lists for services.>! Two thirds are working poor who are homeowners; one third are renters.
They include homeowners with uncompensated wind damage. Another segment will be renters
seeking assistance with furnishings and personal effects. The LTRs also have 5,778 closed files,
which include households who received no relief due to budget constraints. Currently, the LTRs
are publicly seeking to raise $300 million in additional funds to “Finish The Job.™?

6. Temporary and Transitional Housing Continues to Have Serious Problems

As of April 18, 2008. Mississippi has 7,574 households (20,450 individuals) currently in
FEMA dircct housing assistance and 1,680 households (4,536 individuals) receiving rental
assistance. housing programs. All told, 81 percent of individuals are in FEMA trailers. These
figures cumulatively represent approximately 24,986 displaced individuals. 3>  Eighty-two
percent of households in FEMA trailers or receiving other direct assistance are LMI households,
yet only 1.1 percent of those who still remain in trailers ever received federal housing assistance
prior to Katrina. Nearly half (48 percent) of those receiving direct assistance were renters before
the storm and 34 percent of these residents are over the age of 60 and/or have a disability.

Ninety-three percent of the 1,680 households receiving rental subsidy assistance are LMI
houscholds. Eighty-cight percent of households receiving subsidies were renters before Katrina,
but only seven percent received any federal housing assistance before Katrina. Eleven percent of
these households include elderly and/or persons with disabilities.

On November 19, 2007, HUD announced that it was taking over the rental housing
assistance program from FEMA, “since HUD [not FEMA] is in the long term housing
business,”* HUD announced that 375 Public Housing Authorities and 12,000 landlords would be
participating in the new program run by HUD, the Disaster Housing Assistance Program
(DHAP). HUD Secretary Jackson stated that “all hands are on deck to make this transition as

S Mississippi Long Term Recovery Case Management Survey Results, January, 2008, http:/www.msidtf.org/

52 See www.finishthejobfund.ors

5 FEMA, Mississippi 1604, GCRO, 1A Global Report No. 37 : http://www.femna.gov/pdihazard/furricane/

2003katrina/ms_iag.pdf . See Statistical Highlights compiled by Steps Coalition, http://www.stepscoalition.org/
downloads/mews/reports/April 08 FEMA _Stats.pdf

54 HUD Secretary Alphonso Jackson in “HUD TO TAKE OVER RENTAL HOUSING ASSISTANCE FOR
NEARLY 30,000 RESIDENTS AFFECTED BY 2005 HURRICANES,” November 19, 2007: hup//
www.hud.gov/news/release.cfm?content=pr07-171 .cfim
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scamless as possible for these families who have already been through so much....We have built
a coalition that...will not rest until every eligible family has a roof over their head.”>

One unpublicized problem with the transition is that all landlords participating in FEMA’s
rental assistance program would be given the option to either continue receiving subsidies for
FEMA cligible tenants under HUD’s new DHAP program or to, as of December 1, 2007, opt out
of the program entirely. This transition from FEMA to HUD’s DHAP has left many families
vulnerable to homelessness.

In its most recent Global Report, FEMA identified only 1,204 rental units available at fair
market rate in the entire State of Mississippi.®® The number of all eligible rental units statewide
totals 2,512 units.5?

Mississippi’s MEMA cottage pilot program, which was supported by a special allocation
of CDBG funds expects to produce a total of 3,100 small cottages to eligible applicants by June,
2008.58 At present, nearly 2,887 units have been place or are awaiting placement, and another
200 are reserved for Region VIII Housing authority, leaving a remainder of 13 units.®® Until
recently, these cottages had been viewed as a postive and beneficial addition to the affordable
housing needs of the area. In May, 2008, new tests of these cottages have reveal potentially
unsafe levels of formaldehyde.5

As FEMA closes its trailer parks, tenants are confronted with a variety of
misinformation.®! In a recent survey of 114 residents in 10 FEMA trailer parks, MCJ found that
tenants were told conflicting information about when they had to leave their trailer.®2 Some were
told that if they did not leave by May 31, 2008, their door would be locked and the trailer
destroyed. Others were pressured to take hotel housing, but feared their rights to temporary
housing would terminate prematurely if they did so. Tenants often still cannot find affordable
rental housing that will accept FEMA rental assistance. Those who found a willing landlord often
still could not move in, due to the inability to cover the deposits for rent and electricity. The

S5 rd.

* FEMA, Mississippi 1604, GCRO, IA Global Report No. 41.0, Report Date: May 21, 2008
http/fwww, fema, gov/pdfhazard/hunicane/2005katrina/ms_iag. pdf

5714,
5% Personal Communication between MCJ and Keith Campbell, May 8, 2008,
59 fd'

5 “WLOX Investigation Questions Formaldehyde Levels in Mississippi Cottages,” May 22, 2008, http://
www.wlox.con/Global/story.asp?s=8368342

1 Chris Joyner, “Katrina Victims will lose homes when FEMA ends temporary housing efforts,” Clarion Ledger,
June 1, 2008.

62 Mississippi Center for Justice, FEMA Trailer Findings as of May 16, 2008, attached as Exhibit “L”.
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survey includes five case studies of the types of problems faced by FEMA tenants. These
conflicting messages and misinformation were corroborated in local news articles.%?

As the hardest to house FEMA residents are being removed from trailers and dispersed
across a variety of programs administered by more than one agency, FEMA or HUD, with
differing terms and conditions, these tenants will increasingly become lost and invisible. It is
necessary for Congress to require HUD and/or FEMA to provide a single common yardstick to
measure the current status of displaced storm victims and track progress.

7. Special Needs Populations

The 2000 Census population for persons with disabilities is 607,570 statewide in
Mississippi and 76,650 in the three coastal counties. In addition to being the state with the
greatest poverty rate in the nation, Mississippi has the largest per capita population of people
with disabilities, the majority of whose incomes fall below the 80% arca median income (AMI)
category. Persons with disabilities tend to have less income because many are on fixed income,
but most also have substantial disability-related expenses not borne by the non-disabled
population on fixed income.® Only 413 of the LINTC-funded rental units in the 6 coastal
counties are elderly-disabled compatible &

D. Mississippi’s Excessive Use of Waivers Aggravated the Affordable Housing Needs
of the State,

Public Law 109-148 prohibits the Secretary of HUD from waiving compliance with
requirements relating to fair housing and non-discrimination.% Title VIII of the Civil Rights Act
of 1968 prohibits housing discrimination on the basis of race, color, religion, sex, national origin,
familial status and disability. There are widely accepted correlations of lower income to race,
sex, familial status and disability. For example, 24% of African-Americans live in poverty in
Harrison County, Mississippi compared to 11.2% of whites.%” By ignoring or underemphasizing
the needs of low to moderate income individuals, Mississippi’s overall disaster recovery plan
fails to affirmatively further fair housing. For example, Mississippi’s Phase I homeowner’s

63 Michael Bell, “Katrina Victims Face June 1 FEMA Evictions,” Sun Herald, May 15, 2008; Michael Bell, “FEMA:
People won’t be thrown out of Trailer Parks,” Sun Herald, May 16, 2008, (“Housing advisers should not be telling
residents in FEMA trailer parks they will be evicted June 1 when the temporary housing program ends, the federal
agency said Thursday.”)

64 Statistical analysis supplied by Mississippi Coalition for Citizens With Disabilities and Living Independently For
Everyone, two Mississippi non-profit disability rights organizations.

65 Mississippi Home Corporation, April 1, 2008, LIHTC-funded data, Exhibit “M.”
% Department of Defense Appropriations Act, 109 Public Law 148, 119 Stat. at 2780.

72006 American Community Survey, Poverty Status, African Americans in Poverty to Total African American
Population (9,117/37,839) Whites in Poverty To Total White Population (13,385/118,577).
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assistance program has paid out over $1 billion in grants, but a disproportionately low $255
million to about 5,835 LMI applicants, who are statistically more likely to be African
American 5

Mississippi sought excessive waivers of the low-moderate income benefit requirement,
covering $4 billion out of $5.481 billion of disaster recovery funds. The result of this
misallocation is that fewer CDBG dollars are available to restore critically-needed affordable
rental and owner-occupied housing than otherwise would have been the case without the
waivers. As of the last Disaster Recovery Grant Report filed by the State of Mississippi, only
13.2 percent of the $5.058 billion in emergency CDBG funds was spent on programs that adhere
to the LMI benefit requirement.5®

Apart from its public housing proposal, Mississippi has delayed for eighteen months or
more after Katrina in proposing and implementing any broad programs to restore low-income
rental housing.”® This delay has disproportionately adversely affected members of classes
protected under the Fair Housing Act, who were more likely to be renters than their white
counterparts. These include racial minorities, female-headed households, and families with
children.”!

Mississippi’s Phase I housing grant program failed to require applicants to provide their
race and ethnicity in the Phase I Homeowners Assistance program, thereby thwarting a specific
record-keeping mandate intended to track compliance with the Fair Housing Act.”? Furthermore,
to our knowledge Mississippi has made no funding available to fair housing organizations in
Mississippi. Finally, it is our understanding that HUD’s most recent review of the Mississippi’s

% Mississippi Development Authority DRGR Report, December 31, 2007, Grantee Activity ID 05R-Homeowner L/
M Phase I, http://www.mississippi.org/content.aspx?url=/page/3707&

 Mississippi Development Authority, Disaster Recovery Grant Report, December 31, 2007. Until three days before
this Oversight Hearing, Mississippi was three quarters behind in filing applicable quarterly reporting requirements.
At present, there are no approved filings posted for the third quarter of 2007 or the first quarter of 2008. See 71
Federal Register 7666, at 7670. Reporting 14.b. “Each grantee must submit a quarterly performance report, as HUD
prescribes no later than 30 days following each calendar quarter... . Each quarterly report will include... performance
measures such as numbers of low-and moderate- income persons or households benefitting.” MCI believes that
HUD has in fact made a finding of non-compliance for Mississippi’s failure to file reports as described above, or for
late filings. HUD appears unwilling to impose any sanction upon Mississippi for its delayed and inaccurate filings.

7 Mississippi’s Public Housing action plan was proposed in the spring of 2006 and approved on August 31, 2006.
The small rental and work force housing programs were not published for comment until the spring and fall of 2007,
respectively.

7 Memorandum from Debby Goldberg, Hurricane Relief Project, National Fair Housing Alliance, to Gail Laster,
House Financial Services Committee, February 19, 2008, Exhibit “M”, Tables 1-5, pp. 3-5.

72 See 71 Federal Register 7666, at 7670, Recordkeeping “For fair housing and equal opportunity purposes, and as
applicable, such records shall include data on the racial, ethnic, and gender characteristics of persons who are
applicants form, participants in, or beneficiaries of the program.” MCJ requested public records on these data and
were told that MDA understood that HUD did not require record keeping on racial and ethnic characteristics, and so
MDA failed to require applicants to report race and ethnicity. See letter from Melissa Medley to Reilly Morse,
September 6, 2007, Exhibit “N” p. 5.
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actions to affirmatively further fair housing at the end of February resulted in a continuation of
earlier conclusions that there were serious shortcomings in the Mississippi program in meeting
this requirement.

The Fair Housing Act requires more than that HUD or its grantees “do more than simply
not discriminate itself; it reflects the desire to have HUD use its grant programs to assist in
ending discrimination and segregation, to the point where the supply of genuinely open housing
increases.” NAACP v. HUD, 817 F.2d 149, 155 (1st Cir. 1987). Entrenched areas of racial
segregation remain on the Mississippi Gulf Coast, reinforced by generations of inequitable
development. Mississippi’s decision to build back bridges, sewage and water systems, roads,
public structures, and a state-owned port better than before, continues rather than corrects a
decades-long pattern of inequitable development, and is at odds with the letter and spirit of the
Fair Housing Law.

E. Mississippi’s diversion of $600 million to the expansion of the State Port at
Gulfport aggravates the State’s affordable housing needs.

On January 25, 2008, Mississippi received approval from HUD Secretary Alphonso
Jackson for a controversial proposal to divert $600 million in housing funds into the repair and
vast expansion of the State Port at Gulfport.” HUD Secretary Alphonso Jackson took the
unusual step of personally writing Governor Barbour about the approval to explain that he had
“little discretion” in the matter, and to voice concerns that “this expansion does indeed divert
emergency federal funding from other, more pressing recovery needs, most notably affordable
housing.”*

In testimony before the House Financial Services Committee on March 11, 2008,
Secretary Jackson explained his position, stating “I don’t think that everything has been provided
to low and moderate income people that should be provided for housing or infrastructure, ... but
had I had my druthers, I probably would have said, ‘Sir, I don’t think we should be using this
money and T would not approve it, but I didn’t have that kind of authority.”?s

The reasons for the controversy are straightforward. The planned expansion, which was
conceived two years before Hurricane Katrina,” would be the single largest expenditure of

73 Mike Stuckey, “Feds OK Mississippi’s Katrina Grant Diversion,” January 25, 2008, hitp:/today.msnbe.msn.cony
1d/22805282/

74 Letter fromy HUD Secretary Alphonse Jackson to Mississippi Governor Haley Barbour, January 25, 2008, attached
as Exhibit “0.”

75 House Financial Services Committee, Oversight Hearing of the Department of Housing and Urban Development,
March 11, 2008, examination by Rep. Capuano. http.// house.gov/apps/list/hearing/financialsves _denmy/

hr031108.shtml

76 JWD Group, Mississippi State Port Authority at Gulfport, Master Plan Update, 2003. This report runs to 123
pages, with appendices and will be submitted electronically.
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taxpayer funds on any state enterprise in the history of Mississippi. The amount is more than ten
times that necessary to pay for hurricane related damages” — which are already largely covered
by insurance and other sources.’”® The $600 million does not buy mere channel improvements -
it creates a controversial new land form in the Mississippi Sound, an inland terminal and
causeway that will import traffic, pollution, and hazards to North Gulfport, an African American
neighborhood, and finally it would open up 60 waterfront acres in the center of the port for a
luxury hotel, condominium and casino development to be known as the “Village at Gulfport.””
The Port has $108 million in insurance,® up to $54 million in FEMA funds pending insurance,®!
and $82 million in unencumbered cash,3 far more than adequate to cover the estimated $50
million in damages to a port with an asset value of $127 million at the time Hurricane Katrina
struck.® This extraordinary and unprecedented expenditure® diverts critical funds from dire
housing recovery needs on the Gulf Coast.

On March 7, 2006, three months after Congress had voted to give Mississippi $5.05
billion in emergency CDBG funds, Governor Barbour returned to Congress and testified in a
hearing on Gulf Coast Hurricane Recovery before the Senate Appropriations comnmittee:

There were three projects for which we did not request funding last fall, simply
because they weren’t ready and our policy is we’re not going ask you to give us money
for something what we’re not prepared to do, and show you exactly how we’re going to
do it and how we’re going to be accountable for it. Since then two of those projects have
further developed and I ask Congress and the committee to consider them. Both are
integral transportation projects dealing with hazard mitigation, safety, and economic and
community development. The first is for the rebuilding and the redevelopment of the

77 The State Port at Gulfport’s asset value prior to Hurricane Katrina was $127,573,778, and its damage assessment
from the storm was $50,556,175. Joint Legislative Committee on Performance Evaluation and Expenditure Review
(PEER) Report #487, “The Impact of Hurricane Katrina on Mississippi’s Commercial Pablic Ports and
Opportunities for Expansion of the Ports, June 20, 2006, p. 23.

78 Janet Nodar, “Cloudy Forecast-Skies Still Not Clear Over Gulfport,” Guif Shipper, July 7, 2007, (reporting the
port was insured for $108 million, including business interruption, received almost $60 million so far, settlement
stifl under way); FEMA July 2007 Summary of PA Funding and Project Worksheet Data, http://www.fema.gov/pdf/
media/2007/ms_global_report.pdf

79 DMIM Harris, Gulfport Master Plan Update 2007, Mississippi State Port Authority, pp. 30-37, This report runs to
134 pages and will be submitted electronically.

80 Janet Nodar, “Cloudy Forecast,” Gulf Shipper, July 9, 2007.

8 FEMA Public Assistance Global Report, July, 2007, p. 7. http://www.fema.gov/pdf/media/2007/
ms_global_report.pdf

82 Recap of State Port at Gulfport’s Budget Request for Fiscal Year Ending June 30, 2009, attached as Exhibit “P.”

8 See footnote 74.

8% MCJ has prepared a financial analysis of the State Port at Gulfport’s proposal and submits it as Exhibit “Q.”
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Port of Gulfport, the entire infrastructure of which was devastated. The second is to
move a railroad from right on the coast to move it farther inland.85 (emphasis added)

Mississippi’s efforts to win additional funds failed after budget-conscious lawmakers
derided the relocation of the rail line as wasteful. 3 In July, 2006, HUD awarded nearly all of
the second disaster recovery allocation to Louisiana, and left Mississippi without funds for the
reconstruction of the port.¥” Two years after Katrina, Governor Barbour proposed to redirect
$600 million of housing recovery funds into the expansion of the State Port at Gulfport.

Almost two years later, on February 20, 2008, in response to public outcry over the
diversion of housing funds to expansion of the State Port at Gulfport, Governor Haley Barbour
was interviewed on videotape at the Biloxi Sun Herald:

We immediately went to work on a Mississippi proposal which we gave to Congress on
November 1, 2005. And in that proposal was $600 million for the port, $500 million for
the port itself and another $100 million for channel improvements. The Port of Gulfport
has been in our plan from the very, very beginning.® (emphasis added)

Mississippi’s decision to redirect $600 million from housing to a massive expansion of
the State Port at Gulfport removes any hope for thousands of low-income homeowners and
renters displaced by Hurricane Katrina of return to safe and affordable housing.

Between 6,300 and 7,500 households who occupied small rental sites that suffered major
to severe damage from Katrina no longer may expect that their landlord will repair or rebuild the
residences they occupied. The cost to cover this unmet need is $250 million.

Very-low-income houscholds whose market rate or voucher-subsidized rental housing
had major to severe damage from Katrina will face an even longer wait for the return of deeply
affordable rental housing without CDBG support for LIHTC-financed apartment complexes.

Lower-income wind-damaged homeowners, who might otherwise benefit from an
extension of the Homeowners Assistance Grant Phase II, will have to seck charitable assistance
to repair or rebuild their dwellings.

85 Senate Appropriations Committee hearing, March 7, 2006, Gulf Coast Hurricane Recovery, C-SPAN link, http://
www.c-spanarchives.org/library/index.php?
main_page~product video_info&products_id=191498-1&highlight=recovery

% Jonathan Weisman, “Mississippi Senators’ Rail Plan Challenged,” Washington Post, April 26, 2006, http://
www.washingtonpost.comy/wp-dyn/content/article/2006/04/17/AR2006041 701551 html

87 Ana Radelat, “Mississippi Still Without Funds to Fix Port,” Jackson, Mississippi, Clarion Ledger, A-1, July 12,
2006.

% Governor Barbour at the Sun Herald, February 20, 2008, http://videos.sunherald.com/vmix_hosted apps/p/media?
id=1729323
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II. Recommendations

The program has been weakened in Mississippi by the excessive grant of waivers of the
low-moderate income benefit requirement. The piecemeal granting of waivers has substantially
accomplished indirectly what HUD refused to do directly, namely grant Mississippi a blanket
waiver for all $5.481 billion of the emergency CDBG funds.

HUD'’s affirmative responsibility to ensure that affordable housing is restored by the
programs presented to it. Whatever may have been the conditions in the six to twelve months
after Katrina, it simply is not sufficient for HUD to treat applications for the use of emergency
CDBG funds more than 2 years later with the same deference as in the weeks or months
immediately following the disaster. As time passes, more information about the conditions and
unmet needs surfaces (or should surface), and HUD bhas a responsibility to require MS to fulfill
the requirements HUD placed on MS when it originally granted the June 14, 2006, waiver.

Mississippi also delayed for almost a year the posting of Disaster Recovery Grant
Reports and, had failed to make publicly available three quarters’ worth of disaster recovery
grant reports, from September 2007 through March 2008 until mid-day on May 35, 2008, only
hours before testimony was due to be filed for previous oversight hearing of the Financial
Services Subcommittee on Housing and Community Development, Mississippi. As of this
writing, Mississippi now has posted the September and December, 2007 quarterly reports, but
has failed to publish its March, 2008 report, now two months overdue.

Mississippi’s strategy of submitting a series of partial action plans also thwarted effective
public debate over policy development. Mississippi never publicly laid out a global plan for use
of its emergency CDBG funds, and so there was no framework for assessing whether the
Governor’s Office and MDA were identifying and prioritizing correctly the competing needs. As
programs evolved, and funds began to be shifted from one program to another, the public’s
ability to track and assess the overall recovery plan became impossible to accurately track.

For low-income homeowners displaced by Katrina, the home grant programs have
generally been viewed as excessively complex, difficult to access due to extremely centralized
service centers, poorly publicized through media that do not target the community in need of
assistance, and fundamentally inadequate in provision of funds. There is a sense among many of
MCJ’s clients who have sought homeowners’ assistance that Reznick, the MDA service
contractor is unresponsive, arbitrary, staffed with non-lawyers who take excessively legalistic
approaches to all problems, and fundamentally disinterested in providing adequate assistance.

For low-income renters, the viewpoint is that Mississippi considers renters to be inferior
citizens, less economically responsible, and less deserving of assistance. These views arise from
the pronounced delays by Mississippi in developing and implementing any programs to restore
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affordable rental housing, while hundreds of millions, if not billions, of dollars are paid out to
homeowners, utilities, insurance companies, and local governments.

These perceptions influence the willingness of housing-challenged storm victims to
participate and continue in programs that seem indifferent or even hostile to their needs, and
result in persons needing housing assistance simply giving up. So the problems and challenges
for Mississippi and its contractors going forward are to accelerate the progress in restoring
affordable housing and to treat those storm victims still without repaired or rebuilt housing with
greater respect.

Municipal and county governments have abused their zoning power to prevent the lawful
construction of affordable rental housing. The City of Gulfport in particular refused a long line
of LIHTC-financed apartment complexes in 2007, and triggered a formal complaint by the
Mississippi Regional Housing Authority VIII charging the City with discrimination. Gulfport and
other municipalities have modified their zoning to discourage new construction of duplexes
under the small rental program. And several cities have resisted the permanent placement of
MEMA cottages.

Mississippi also placed excessive reliance upon market based solutions even though these
same markets have failed to fairly treat minority and low-income communities, whether in the
realm of credit, land sales, insurance, or business opportunity. Mississippi needs to place greater
dependence upon non-profit organizations capable of working in harmony with these
communities.

Overall, Mississippi’s housing programs have unduly neglected the needs of lower-
income renters. As of the end of 2007, Mississippi had paid out over $1 billion in CDBG funds
to homeowners, but not one dollar to any fund actual construction of any affordable rental
housing. The vast majority of programs targeted for lower income housing were not even
submitted by the state until 18 months or more after the hurricane, and MDA had to be pressured
heavily to increase the size of these programs, despite clear evidence of the inadequacy of the
size of the programs. HUD had an affirmative responsibility to ensure that Mississippi would
fulfill the conditions of the Phase I waiver. However, HUD has failed to act with sufficient force
to restore Mississippi’s use of CDBG funds to a path that will fully serve the unmet affordable
housing needs.

Housing programs in Mississippi account for about 55% of the overall emergency CDBG
expenditure,® up from about 49% in the summer of 2007, but still substantially below
Louisiana’s 72% funding of housing programs.® Mississippi has actually spent only about $500

89 See footnote 8.

90 Reilly Morse, Environmental Justice Through the Eye of Hurricane Katrina, Joint Center on Political and
Economic Studies, May, 2008, p 20, Figure 14. http:/www jointcenter.org/publications recent publications/
environmental projects/environmental justice_through the eve of hurricane katring
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million out of $2 billion so far on lower income housing.”’ MDA cannot legitimately score
general programs such as windpool and ratepayer subsidies, infrastructure, and building grants as
housing programs, because they benefit commercial and industrial customers as well as
residential customers.”? Mississippi’s latest overall low-moderate income percentage is only
13.2 percent, well below Louisiana.”

Mississippi Center for Justice recommends the following actions and reforms:

1. Carefully review the language and requirements of the Emergerncy CDBG legislation Public
Law 109-148, passed on December 30, 2005. Such a review will demonstrate that HUD has
adequate discretion to reject the State’s proposals for use of these emergency grants.
Congress should urge HUD to reconsider its approval of the diversion of $600 million
from housing programs to expansion of the Port of Gulfport. HUD should reject the
proposal for the reasons stated in former Secretary Jackson’s January 25, 2008 letter and in
his March 11, 2008 testimony.

2. For future emergency CDBG allocations, provide both Congressional and HUD
discretion to veto a state’s action plan if the state’s overall use of CDBG funds has strayed
from the Congressional purposes and requirements.

3. Eliminate or more severely restrict the use of waivers of federal low-moderate income
requirements or COBG dollars per job created requirements that was done in the last Disaster
Recovery legislation.

4. Require states to present for public comment a comprehensive, global plan for use of
emergency CDBG funds. This will ensure a fairer and more balanced effort in designing the
recovery, and will prevent situations such as Mississippi’s in which homeowner recovery was
the exclusive focus of emergency CDBG programs for two years.

5. Tie municipal and county receipt of CDBG or FEMA funds to requirements to
affirmatively remove barriers to affordable housing and discourage NIMBYism during
the disaster recovery period. Include “clawback™ provisions to ensure compliance.

6. Require greater federal substantive uniformity in design and use of emergency CDBG
funds that affect more than one state, such as per-capita funding, basic minimum standards
for disaster relief eligibility, uniformity in non-duplication of benefit rules.

7. Require states early in the planning process to prepare, publicly release, and provide
updates of housing damage assessments by county and city, with sufficient demographic
information to assess the impact of the disaster and recovery efforts on members of
protected classes. A disaster the magnitude of Katrina completely disrupts the housing

1 See footnote 9.

92 For example, the Mississippi Ratepayer program included $50 million for residential rates and $30 million for
commercial rates. Mississippi Development Authority Ratepayer and Windpool Mitigation Program Recovery
Action Plan Amendment 3 - Modification 1, p. 2, February 12, 2607. MDA must subtract the commercial coverage
and adjust the residential by a representative percentage.

9 Mississippi Development Authority DRGR Report, December 31, 2007, p. 1, hitp:/www.mississippi.org/
content.aspx Turl=/page/3707&
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market in the area. In order to affirmatively further fair housing in such a situation, it is
critical to know how members of protected classes were affected. Without such an analysis,
a jurisdiction cannot know what their needs are, what barriers they face, and how to
overcome them.

(a) One of the first steps should be updating the jurisdiction’s Analysis of
Impediments to Fair Housing Choice (“AI”). Louisiana is just doing this now.
Mississippi updated its Al last year, but HUD has rejected it and its current status
is unclear. It does not appear that Alabama has even thought about this obligation.

(b) It is important to look at all the protected classes. Families with children and
people with disabilities have not gotten much attention in this process.

(c) Do not confuse race (or membership in another protected class) and income.
Providing assistance to low and moderate income people is not sufficient to meet
fair housing obligations because race, etc. and income are not always
Synonymous.

(d) Prepare a housing damage assessment that counts damaged houses by direct
inspection, and categorizes the housing losses by tenure, type of structure, and
income level.

8. Conduct aggressive outreach. Once they know who the members of protected classes are
and what kind of assistance they need, jurisdictions must reach out aggressively to make sure
residents know about the assistance available and have a meaningful opportunity to apply.

In Mississippi, the State did little outreach for its Phase II homeowner assistance program,
despite persistent demands by the Steps Coalition, MCJ and others to decentralize the intake
process. Mississippi’s complex eligibility criteria, which changed over time, left many
protected classes confused and discouraged about participation. MCJ spent considerable
effort to dispel numerous false assumptions about eligibility, but MDA did not do anything to
address this sort of dilemma.

9. Design recovery in ways that eliminates or reduces legacy of discrimination. In
Mississippi, one consideration in the formula for homeowner assistance is the pre-storm
value of the home, since this is the basis on which the insured value is set. A comparable
home is worth much less in a community of color than in a white community, even though
the repair costs are the same, so this formula disadvantages owners in communities of
color. In Mississippi, racial segregation led to communities of color being located north of
the railroad tracks in Harrison County. They experienced the same hurricane force winds
as their more southerly neighbors, but were protected from some of the storm surge
(flood). Mississippi’s assistance program is limited to homes that experienced damage
from storm surge and unfairly excludes those communities of color. Find ways to reverse
the legacy of inequitable development in these communities, using land trusts, and other
targeted solutions.

10. Make rebuilding rental housing as high a priority as assisting homeowners. A higher
percentage of members of protected classes live in rental housing than their non-protected
counterparts. Yet, it appears that all across the region, the rebuilding of affordable rental
housing is lagging behind other parts of the housing market. More funding should have been
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allocated for this purpose. Another problem is that many rental units, including units that
were affordable but not subsidized, were in single family homes or duplexes owned by small
landlords. To be effective, rental housing rebuilding programs must be tailored to the needs
of these landlords, which may be very different from those of large, sophisticated owners. Do
not repeat the experience of Mississippi in which only homeowners are the beneficiaries of
emergency CDBG funds for two or more years.

Monitor and Prevent NIMBYism more aggressively using HUD and the Department of
Justice. All across the Gulf, communities have tried to block the rebuilding of affordable
rental housing through zoning restrictions and other means. HUD and DOJ should be
monitoring this situation and intervening to prevent such actions, which prevent members of
protected classes from returning to the region or relegate them to substandard
housing. Where jurisdictions are violating the law through these actions, appropriate
sanctions should be applied, including rescinding federal assistance if necessary.

Provide more transparency and accountability in the rebuilding process. The current
reporting system has not worked well. As a result, the public has not had access to accurate
and timely information on how the federal funds are being spent to benefit low- and
moderate-income people. In addition, Congress should require that CDBG grantees collect
information on the extent to which the funds are benefitting members of all protected classes
under the Fair Housing Act. This information should also be readily available to the public.
Currently, grantees only have to collect information on some protected classes for HUD’s
benefit alone, but do not have to disclose it to the public.

. Congress should make sure that federally-funded elevation programs promote

accessibility. Neither the National Flood Insurance Program nor (in our understanding)
FEMA’s Hazard Mitigation Grant Program allows funds to be used to build ramps or provide
other means of access to elevated properties for homeowners in wheelchairs or with limited
mobility. This appears inconsistent with the requirements of Section 504 of the
Rehabilitation Act of 1973, and should be changed. This is a particular problem in the Gulf,
where the rate of disability in the population is higher than the national average. (For
example, before the storm, the disability rate in Mississippi was 25% compared to the
national average of 20%.)
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Methodology for Assessing Housing Unit Damage due to Katrina, Rita, and Wilma
July 12, 2006

The estimates of housing unit damage in the attached tables are based on inspection data conducted by
FEMA in support of its Individual Assistance program and the Small Business Administration in support of
its disaster loan program.

Definitions
FEMA Level of Damage

The FEMA inspections used for this analysis were conducted between the time of each of the three
Hurricanes and March 30, 2006. Only occupants of housing units are efigible for FEMA housing
assistance. As such, these data do not reflect other types of damaged housing units, such as pre-disaster
vacant units and summer or second homes.

In addition, because it is possible for multiple individuals to register for FEMA housing assistance for the
same housing unit, these data reflect a complicated set of procedures to identify individual housing units.
For example, if a husband and wife both registered, or if an owner and their boarder both registered for
the housing unit, we attempted to only count the housing unit once.

For most properties, FEMA contract inspectors make a direct assessment of housing unit damage. For
some of the units impacted by Hurricane Katrina, FEMA did not do direct inspections, but made some
assumed level of damage based on the flood depth of a housing unit in some portions of Orleans, St.
Bernard, and Jefferson Parishes and to a much lesser extent in some of the flood inundated areas of
Mississippi.

FEMA inspects properties to determine eligibility for real property and personal property assistance.
FEMA real property assistance is determined as the cost to make repairs to make the home habitable. If a
home is less than 50 percent damaged, FEMA will provide up to $5,200 in repair assistance for damage
not covered by insurance. If damage is greater than 50 percent FEMA will provide $10,500 in repair
assistance for damage not covered by insurance. FEMA will make similar assessments for personal
property damage.

Because FEMA only provides reimbursement at three levels, less than $5,200, $5,200, and $10,500, this
analysis categorizes the inspection results into three categories:

Minor Damage:

= Property inspection finds damage less than $5,200; or

= |f no real property inspection, personal property damage of less than $5,195.76; or

= [f no direct inspection, remote sensing finds water depth of 6 inches to 1 foot (for portions of
Orleans, St. Bernard, and Jefferson Parish).

Major Damage:

»  Property inspection finds damage greater than or equal to $5,200 and less than $30,000; or

= |f real property inspection used the inspection default of $5,200; or

= I no real property inspection, personal property damage of greater than or equal to $5,195.76 but
less than $30,000; or

= {f no real property inspection and personal property used the inspection default of $5,195.76; or

= If no direct inspection, remote sensing finds water depth of 1 foot to 2 feet (for portions of
Orleans, St. Bernard, and Jefferson Parish).

Mississippi EXHIBIT "A”
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Severe Damage:

Property inspection finds damage greater than or equal to $30,000; or

If real property inspection used the inspection default of $10,500; or

If no real property inspection, personal property damage of greater than or equal to $30,000; or
If no real property inspection and personal property used the inspection default of $10,391.51; or
If no direct inspection, remote sensing finds water depth of 2 feet or greater (for portions of
Orleans, St. Bernard, and Jefferson Parish).

As a result of Hurricanes Katrina, Rita, and Wilma, FEMA's inspection data show that over 1.3 million
housing units received some damage.

Small Business Administration (SBA) Verified Loss

A subset of FEMA registrants with real property damage applied to the Small Business Administration for
a loan to assist with repairing their property. If the applicant meets some income and credit thresholds,
SBA will have a contract inspector make a detailed assessment of the real property loss due to the
disaster {referred to as “verified loss”). This is usually a more precise estimate than FEMA of what it
would actually cost to repair the housing unit.

Following Hurricanes Katrina, Rita, and Wilma, SBA conducted 184,361 inspections as of May 31, 20086.
Since the FEMA data are more comprehensive in coverage - over 1.3 million inspections - and the SBA
data are more specific on dollar damage, they are finked together for this analysis. The units with both a
FEMA and SBA inspection are used to develop an estimate of the dollar damage for units inspected by
FEMA but with no SBA inspection.

Basically this estimation works as follows. At the Census Block level, the average SBA damage amount
for a FEMA designated "Severe” damage property is applied to all of the properties in the block with a
“Severe” damage rating from FEMA. The same process is repeated for properties with “Major” damage.
The assumption here is that properties in the same block with the same type of FEMA inspection are
likely to be of a similar structure type, value, and damage to ailow an assumption that their cost to repair
would be similar. If there is not an SBA inspection in the Block, then the next level of geography average
is used (first Census Tract followed by County).

in the tables provided, both the total number of units damaged in each category and the SBA average
verified loss for each category are presented. This allows the reader to know the context of a “major” or
“severe” damaged unit within the category or geography of interest. In some areas, the dollar amount for
“major” damage might be twice that of “severe” damage in another geographic area. This can be due to
different home values, structure type, and type of damage. Generally, storm surge caused much more
monetary damage per “severely damaged” unit than did wind.

Tenure

Owner-Occupied Housing Units & Renter-Occupied Housing Units. When individuals registered for
FEMA assistance, they were asked if they were a renter or an owner. In approximately 10 percent of
cases, there was no tenure indicated. These tables assume those individuals not indicating tenure were
owner-occupants.

Type of Damage

These tables break out damage into two categories, homes with any flood damage, and homes with no
flood damage. If a home had flood damage as well as other types of damage, it is categorized as having
flood damage. Most homes without flood damage had damage related to wind. Flood damage was
determined if FEMA inspectors indicated damage was due to flocding or if the damage estimate was from
remote sensing (which based damage on flood depth).

Mississippi EXHIBIT “A”
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Flood Plain Status

Each housing unit was geocoded to determine if it was inside or outside of a FEMA 100-year flood zone,
as determined using Q3 flood maps with flood zone designations of "A” or “V”.

Insurance Status

Insurance status was determined by FEMA data if the registrant indicated having hazard or fiood
insurance. For a very few cases, there was no information on insurance status and "no insurance” was
assumed.

Income Level

Income level was calculated by comparing the income and household size reported to FEMA at time of
registration to HUD's published income limits for the county of the damaged property.

Assisted Housing

Assisted Housing information is based on matching the FEMA registrants to HUD data on program
participants in its Public Housing, Voucher, and Project Based Section 8 programs.

Double Counting

There is risk for double counting in these data. A number of procedures were implemented to reduce this
double counting but some double counting may remain. Those procedures were as follows:

= Only include records with a FEMA inspection. if rerote sensing Inspection, only include cases
where a grant was provided or the FEMA data indicate that the owner or renter had flood
insurance.

» |f there were duplicate registrant numbers with the same address, then the record with highest
FEMA damage rating is retained

= If there were multiple registrants for the same address of a single-family property, then the record
with highest FEMA damage rating was retained. If one registrant was owner and other was renter,
the owner was retained. Single-family records were considered to be duplicate for the same
property if USPS zip9 plus DPBC were the same.

= if there were multiple registrants for the same multifamily or mobile home unit, then the record
with the highest damage rating was retained. Multifamily and mobile home records were
considered o be duplicate if the last name and address were the same.

»  if a unit identified as a duplicate had an SBA Inspection, it was retained.

Even with these procedures, double-counting units likely remains in the file.

Undercounting

There is also a risk for undercounting. These data do not count vacant homes or second homes. They
also will not include properties that have not yet had a FEMA inspection or re-inspection. f an individual
did not register with FEMA, their damage would not be counted. Our procedures to reduce multiple

registrants for a single unit to one record, may eliminate cases where there are actually more than one
unit represented.

Mississippi EXHIBIT "A”
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Explanation for the Attached Tables
July 12, 2006

Three tables are attached:
Estimated Number of Housing Units Damaged as of March 30, 2008.
This table provides a count of totat housing units damaged, distinguishing by:

(1) Tenure (owner and renter occupied units)
{2) insurance Status of Owners
= Hazard and Flood = Had both hazard and flood insurance
= Hazard = Had hazard insurance only, no flood insurance
= No Insurance
(3) Assxsted/!ncome Characteristics of occupant of damaged rental unit
Assisted = Assisted by HUD (Public Housing, Project Based Section 8, or Housing
Voucher)
o Very Low-Income = Unassisted renter households with incomes less than 50 percent of
local area median
Other Renters = The remaining unassisted renter households
4) Type of Damage
» Flood Damage. Units with flood damage. They may also have other types of damage.
= No Flood Damage. Units without flood damage. Most of these units had wind damage or
damage from wind driven rain.
{5) In or out of FEMA designated 100-year flood plain
(6) Level of damage (Minor, Major, Severe)

Estimated Per Unit Cost to Repair as of March 30, 2006,

This table provides the same breaks as the above fable, but instead of a unit count it provides the
estimated average doflar amount of damage for units in the category of interest. For major and severe
damage, the dollar amount estimate is based on SBA inspection data (see methodology). For the minor
damage units, the dollar amount estimate is based on FEMA inspection data. To estimate the total cost to
repair, one can simply multiply the cell of interest in the first table by the same cell of interest in the
second table. These estimates are of repair costs only. They do not reflect mitigation costs such as
elevation or buyouts to relocate families to a safer location.

Extent of Damage from Hurricanes Katrina, Rita, and Wilma: Counties with over 10 units with
major or severe damage, Places with over 100 units with severe damage.

This table provides summary information for each county in the state with 10 or more units having major
or severe damage. For select counties with substantial damage, places within the county with over 100
units with severe damage are also provided.

The table has six columns:

(1) Acount of units with major damage

(2) A count of units with severe damage

(3) An estimate of the per unit cost to repair units with major damage

(4) An estimate of the per unit cost to repair units with severe damage

{5) Acount of the total number of occupied housing units based on the 2000 Census
(6) The percent of total number of occupied housing units with severe damage.

Note that in some places, the sum of major damage and severe damage exceeds the total Census 2000

count. This is indicative of the multiple registrant problem in the FEMA data that HUD's routine of
eliminating muitiple registrants for a single unit does not totally resolve.

Mississippi EXHIBIT "A”



Estimated Number of Housing Units Damaged as of March 30, 2006*
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Mississippi Total Housing Unit Damage

£ ied Houst it: ter-Occupi ousing Unit
Insurance Status Type of Structure Unit Located
Assisted
{Project Very Low-
Based Income
Hazard & Hagzard No Owner and {LT50% Other Renter
Flood Only Insurance’ Subtotal | Voucher) median) Renter | Subtotal | TOTAL
Homes with flood
damage
Homes in FEMA 100
yr. fi plain
Minor Damage 55 85 43 183 47 139 228 14 597
Major Damage 1623 1228 620 3471 262 1282 2153 3697 7168
Severe/Destroyed 3660 1835 1105 6600 156 1108 2069 (3334 9934
Subtotal 5338 3148 1768 10254 465 2530 4450 7445 17699
Homes outside 100
yr. fl plain
Minor Damage 106 986 328 1420 445 846 1078 2369 3789
Major Damage 1692 6662 1384 9738 936 3441 5493 9870 19608
Severe/Destroyed 11941 5461 1227 8629 137 1147 1890 3174 11803
Subtotal 3739 13109 2939 19787 1518 5434 8467 15413 35200
Homes with no flood
damage {generally
wind damage}
Minor Damage 1847 64475 39419 105741 4834 18880 17172 40886 146627
Major Damage 815 17531 6611 24957 (368 2246 3161 5775 130732
Severe/Destroyed 938 4301 3688 8928 51 779 1267 2097 11025
Subtotal 3601 86307 49718 139626 15253 21905 21600 48758 188384
TOTAL 12678 102564 54425 169667 7236 29869 34511 71616 241283
Census 2000 Occupied
Housing Units: 756967 289467 1046434
Damaged Units as Percent of Occupied
Housing Units: 22% 25% 23%
Minor 2008 65546 39790 107344 5326 19865 18478 43669 151013
Major 4130 25421 8615 38166 1566 6969 10807 19342 57508
Severe 6540 11597 6020 24157 344 3035 5226 8605 32762
Mississippi 5



Homes with flood
damage
Homes in FEMA 100 yr.
fl plain
Minor Damage
Major Damage
Severe/Destroyed
Subtotal
Homes outside 100 yr. fl
plain
Minor Damage
Major Damage
Severe/Destroyed
Subtotal
Homes with no fiood
damage (generaily wind
damage)
Minor Damage
Major Damage
Severe/Destroyed
Subtotal
TOTAL

Minor
Major
Severe

Mississippi
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Estimated Per Unit Cost to Repair as of March 30, 2006*
Mississippi

Dwner-Occupie: usin its Renter-Occupied Housing Units

insurance Stat Type of Structure Unit Lo d

Hazard & Hazard No DOwner and LT 50% Other Renter
Flood Only Insurance| Subtotal | Voucher) medi Renter | Subtotat | TOTAL
$2519  $2314  $2796  $2489  $2511 $2527  $2253 $2374  $2410
$111384  $87112 $87971 $98615 $88309 $97798 $102763 $100017, $99338
$192889 $153517 $120386 $169804) $133199 $140021 $147744) $144494 $161309
$166146 $123531 $106159 $142720 $94697 $111072 $118527) $114505 $130852
$2392  $2250  $2433  $2303  $2200  $2427  $2595  $2461 $2402
$95494  $69857 $68755 $74155 $69221 $79346 $82611) $80203 $77199
$185660 $120551 $104958 $132979 $115472 $147175 $152210, $148805 $137235
$139662 $85890 $76468 $94651) $53748 $81688 $87963 $82381 $89279
$1121 $1114  $1144  $1125 $1323 $1185 $1221 $1217,  $1151
$53415 $34676 $31948) $34566, $53524 $48616 $50571 $49999 $37466
$201187  $91756 $70275 $94392 $89947  $98631 $106515 $103184 $96064
$65126 $12448 $10368 $130668  $5841  $9514 $14619 $71380 $12630
$129642 $25244  $170500 $30417) $21601  $31247 $45399 §$37381 $32484
$1226  $1132 $M57  $1143  $1407  $1247  $1314 $1205  $1187
$93435 546429 $41893 $50492 $68726 $72837 $77254 $74972 $58725
$191935 $115088 $86542 $128779 $119727 $132101 $139364 $136017 $130680
6
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Extent of Damage from Hurricanes Katrina, Rita, and Wilma
Counties with over 10 units with major or severe damage, Places with over 100 units with severe damage

MISSISSIPPL
Adams County
Amite County
Attala County
Choctaw County
Claiborne County
Clarke County
Copiah County
Covington County

Forrest County
Hattiesburg city
Forrest County Balance
TOTAL FORREST COUNTY

Franklin County
George County
Greene County

Hancock County
Waveland city
Shoreline Park CDP
Pearlington CDP
Kiln COP
Diamondhead CDP
Bay St. Louis city
Hancock County Balance
TOTAL HANCOCK COUNTY

Harrison County
Pass Christian city
Long Beach city
Gulfport city
Biloxi city
Harrison County Balance
TOTAL HARRISON COUNTY

Hinds County
Holmes County
Humphreys County

Mississippi

EEMA Inspections

Major Severe

Damage Damage
88 161
45 23
19 6|
10 2|
42 18
183 57|
134 34|
346 110
772 188
900 288
1672 474
16 10
652 258
193 69
1947 2434
679 1286
221 550,
254 178
768 396
1737 1249
1569 1994
7175 8087
1126 2287,
1780 1862
7848 3366
6099 3619
4107 2431
20960 13565
532 50
36 7l
1 3]

SBA In: S

Average
Average  Verified Loss

Verified Loss Severe

Major Damage  Darmage
$25038 $54401
$17035 $40096)
$20527 $47314
$29915 $119830,
$18701 $39958
$16670 $58890
$17733 $62150
$22031 $48788
$34320 $74669
$31909 $71324
$33022 $72651
$12304 $38681
$33932 $60807,
$25666 $58527|
$103808 $161152
$107751 $136067,
$120903 $143855
$92181 $135396]
$58680 $206740
$86911 $169563
$78117 $123193
$89757 $149591
$132303 $182739
$75065 $176551
$63035 $142592
$73751 $130825
$57046 $109960,
$69722 $145035
$16474 $79893
$5668 $40680
$16559 $21823

i VEr
Damage

Percent

Census 2000 Occupied Units
Occupied”  with Severe

Units Bamage
13677 0.1%]
5271 0.4%
7567 0.1%
3686 0.1%
3685 0.5%|
6978 0.8%,
10142 0.3%]
7126 1.5%)
16251 1.2%]
10932 2.6%)
27183 1.7%]
3211 0.3%
6742 3.8%
4148 1.7%
2731 89.1%
1649 78.0%
648 84.9%;
782 22.8%
2559 15.5%|
3271 38.2%|
5257 37.9%|
16897 47.9%
2687 85.1%
8560 28.4%
26943 12.5%
16588 18.5%i
15760 15.4%
71538 19.0%
91030 0.1%
7314 0.1%|
3765 0. 1%,

7
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Extent of Damage from Hurricanes Katrina, Rita, and Wilma

Jackson County
St. Martin CDP 478 740, $75861 $17049; 2387 31.0%,
Pascagoula city 5067 2138 $60458 2878 21.6%
Ocean Springs city 1933 571 $64677 6650 8.6%l
Moss Point city 1822 609 $46711 5714 10.7%)
Gulf Park Estates CDP 736 359 $55852 1537 23.4%
Guif Hills CDP 540 178| $62892 2199 8.1%|
Gautier city 1631 679 $54857 4260 15.9%
Escatawpa CDP 428 157 $42678 1310 12.0%i
Jackson County Balance 2859 1344 $48013 13741 9.8%]
TOTAL JACKSON COUNTY 15494 6772 $56332 47676 14.2%)
Jasper County 419 88 $16683 6708 1.3%
Jefferson County 45 18 $20737 3308 0.5%,
Jefferson Davis County 157 40 $16263 5177 0.8%|
Jones County 1391 446 $27823 24275 1.8%
Kemper County 37 9 $17879 3909 0.2%
Lamar County 1079 225 $33262 14396 1.6%|
Lauderdale County 427 106 $17458 29990 0.4%
tawrence County 187 50] $20518 5040 1.0%j
Leake County 15 7 $8282 7811 0.1%
Lincoin County 236 65 $25474 12538 0.5%]
{owndes County 41 2 $19496 22849 0.0%|
Madison County 58 13 $18450 27219 0.0%
Marion County 500 218 $20270 9336 2.3%
Neshoba County 35 16, $40257 10694 0.1%|
Newton County 127 38 $17006 8221 0.5%
Noxubee County 46 13 $10329 4470 0.3%|
Oktibbeha County 25 18 $25829 15945 0.1%
Pearl River County
Picayune city 450 132 $36715 4100 3.2%
Peari River County Balance 1921 772 $42231 13978 5.5%)|
TOTAL PEARL RIVER COUNTY 2371 904 $41184 18078 5.0%]
Perry County 234 85 $23242 4420 1.9%)
Pike County 293 108 $24440 14792 0.7%
Rankin County 154 44 $14145 42089 0.1%)
Scoft County 74 27 $16757 10183 0.3%
Simpson County 198 54 $21672 10076 0.5%
Smith County 67 22| $16818 6046 0.4%
Stone County 773 282 $28694 4747 5.8%)
Walthail County 415 156 $31116 5571 2.8%
Warren County 84 12 $13889 18756 0.1%)
Wayne County 290 97 $23854 7857 1.2%]
Wilkinson County 48 7 $18147 3578 0.2%
Winston County 34 5 $21320 7578 0.1%|

Mississippi 8
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Extent of Damage from Hurricanes Katrina, Rita, and Wilma
Yazoo County | 28 17 $29803 $41969] 9178 0.2%)

i

Mississippi 9
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CURRENT HOUSING UNIT DAMAGE
ESTIMATES

HURRICANES KATRINA, RITA, AND
WILMA

February 12, 2006

Data from FEMA Individual Assistance Registrants and Small Business Administration
Disaster L.oan Applications. Analysis by the U.S. Department of Housing and Urban
Development’s Office of Policy Development and Research.
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Introduction

The Office of the Federal Coordinator for Gulf Coast Rebuilding at the Department of Homeland
Security, in cooperation with the Federal Emergency Management Agency, the Small Business
Administration, and the Department of Housing and Urban Development have compiled data to
assess the full extent of housing damage due fo Hurricanes Katrina, Rita, and Wilma. Detailed
tables on the extent of damage, type of damage, tenure, insurance status, and housing type are
provided for Alabama, Florida, Louisiana, Mississippi, Texas combined and individually.

Detailed tables are also provided for select parishes in Louisiana (Calcasieu, Cameron, Jefferson,
Orleans, Plaquemines, St. Bernard, St. Tammany, and Vermilion), counties in Mississippi
(Hancock, Harrison, and Jackson), and each of Orleans Parish’s 14 Planning Districts.

Summary damage estimates are provided for the 136 counties across the five states that had 10
or more housing units with damage.

Users of these data are advised to review the methodology section. We hope that these data are
helpful as states and local communities plan and implement their long-term recovery strategies.
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Methodology for Assessing Housing Unit Damage due to Katrina, Rita, and Wilma:
February 12, 2006

The estimates of housing unit damage in these tables are largely based on direct inspection of
housing units by FEMA to determine eligibility for FEMA housing assistance. These inspections
were conducted between the time of each of the three Hurricanes and February 12, 2006. Only
occupants of housing units are eligible for FEMA housing assistance. As such, these data do not
reflect other types of damaged housing units, such as pre-disaster vacant units and summer or
second homes.

Because it is possible for multiple individuals to register for FEMA housing assistance for the
same housing unit, these data reflect a complicated set of procedures to identify individual
housing units. For example, if a husband and wife both registered, or if an owner and their
boarder both registered for the housing unit, we only counted the housing unit once.

Definitions
Level of Damage

For most properties, FEMA conftract inspectors make a direct assessment of housing unit
damage. For some of the units impacted by Hurricane Katrina, FEMA did not do direct
inspections, but made some assumed level of damage based on the flood depth of a housing unit
in some portions of Orleans, St. Bernard, and Jefferson Parishes and to a much lesser extent in
some of the flood inundated areas of Mississippi.

FEMA inspects properties to determine eligibility for real property and personal property
assistance. FEMA real property assistance is determined as the cost to make repairs to make
the home habitable. if a home is less than 50 percent damaged, FEMA will provide up to $5,200
in repair assistance for damage not covered by insurance. If damage is greater than 50 percent
FEMA will provide $10,500 in repair assistance for damage not covered by insurance. FEMA will
make similar assessments for personal property damage.

Because FEMA only provides reimbursement at three levels, less than $5,200, $5,200, and
$10,500, this analysis categorizes the inspection results into three categories:

Minor Damage:
« Property inspection finds damage less than $5,200; or
« if no real property inspection, personal property damage of tess than $5,195.76; or
+ If no direct inspection, remote sensing finds water depth of 6 inches to 1 foot (for portions
of Orleans, St. Bernard, and Jefferson Parish); or

Major Damage:
« Property inspection finds damage greater than or equal to $5,200 and less than $30,000;
or

« If real property inspection used the inspection default of $5,200; or

« If no real property inspection, personal property damage of greater than or equal to
$5,195.76 but less than $30,000; or

s If noreal property inspection and personal property used the inspection default of
$5,195.76; or

» If no direct inspection, remote sensing finds water depth of 1 foot to 2 feet (for portions of
Orleans, St. Berard, and Jefferson Parish); or
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Severe Damage:

« Property inspection finds damage greater than or equal to $30,000; or

» If real property inspection used the inspection default of $10,500; or

« [fno real property inspection, personal property damage of greater than or equal to
$30,000; or

« If no real property inspection and personal property used the inspection default of
$10,391.51; or

« If no direct inspection, remote sensing finds water depth of 2 feet or greater (for portions
of Orleans, St. Bernard, and Jefferson Parish); or

Small Business Administration (SBA) Median Verified Loss

A subset of FEMA registrants with real property damage applied to the Small Business
Administration for a loan to assist with repairing their property. If the applicant meets some
income and credit thresholds, SBA will have a contract inspector make a detailed assessment of
the real property loss due to the disaster (referred to as “verified loss”). This assessmentis
generally more precise than the FEMA inspections.

In the tables, SBA Median Verified Loss refers to the median “verified loss” estimate by the SBA
inspectors for units assessed by the FEMA inspector to have either “major damage” or “severe
damage”. This SBA inspection helps provide context as to what “major” and “severe” damage
mean in the local context. That is, “severe damage” due to wind may be different than “severe
damage” due to a storm surge. The SBA data extract was from early January 2006.

Tenure

Owner-Occupied Housing Units & Renter-Occupied Housing Units. When individuals registered
for FEMA assistance, they were asked if they were a renter or an owner. In approximately 10
percent of cases, there was no tenure indicated. These tables assume those individuals not
indicating tenure were owner-occupants.

Type of Damage

These tables break out damage into two categories, homes with any flood damage, and homes
with no flood damage. If a home had flood damage as well as other types of damage, itis
categorized as having flood damage. Most homes without flood damage had damage related to
wind. Flood damage was determined if FEMA inspectors indicated damage was due to flooding
or if the damage estimate was from remote sensing (which based damage on flood depth).

Flood Plain Status

Each housing unit was geocoded to determine if it was in or outside of a FEMA 100-year flood
zone, as determined using Q3 flood maps with flood zone designations of “A” or “V".

Insurance Status

Insurance status was determined by FEMA data if the registrant indicated having hazard or flood
insurance. For a very few cases, there was no information on insurance status and "no
insurance” was assumed,

Structure Type

Structure type is determined using United State Postal Service Delivery Point Bar Code (DBPC).
If DPBC equals the last two numbers of the address, then the unit was categorized as single-
family (one-unit). Generally, units in row houses were considered single-family. If the unit was
not single-family, then it was assumed to be in a multifamily structure (more than one unit at an
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address). The size of the multifamily structure was determined by adding ali registrant housing
units from the same address. In some cases, trailer parks were aiso determined to be
“muitifamily”.

Double Counting

There is risk for double counting in these data. A number of procedures were implemented to
reduce this double counting but some double counting may remain. Those procedures were as
follows:

« Only include records with a FEMA inspection. If remote sensing inspection, only include
cases where a grant was provided or the FEMA data indicate that the owner or renter
had flood insurance.

« [f there were duplicate registrant numbers, then the record with highest FEMA damage
rating is retained

« if there were duplicate records for a single-family property, then the record with highest
FEMA damage rating was retained. If one registrant was owner and other was renter, the
owner was retained. Single-family records were considered to be duplicate for the same
property if USPS zip9 plus DPBC were the same.

« |f there were duplicate records for a multifamily unit, then the record with the highest
damage rating was retained. Multifamily records were considered to be duplicate if the
last name and address were the same.

Undercounting

There is also a risk for undercounting. These data do not count vacant homes or second homes.
They also will not include properties that have not yet had a FEMA inspection, although FEMA
reports that most inspections were completed at the time of the February 12, 2006 extract used
for this analysis. Finally, if an individual did not register with FEMA, their damage would not be
counted.
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TOTAL DAMAGE
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