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Chairman Oxley and Ranking Member Frank,

I want to express my sincere appreciation for you holding this hearing today. Itis
extremely important that this Committee exercise its oversight authority over HUD at a
time when the current Administration is proposing such significant cuts to funding of
very important programs and transfer of jurisdiction of those same programs to the
Department of Commerce, where they will be forced to compete for funding and be
administered by agency staff unfamiliar with the programs.

These proposed program funding cuts and jurisdictional changes could cost my district
$15 million in Community Development Block Grant program funding alone in Fiscal
Year 2006. Overall, my district could lose $19 million in federal funding for important
housing and community development programs at a time when Texas, its cities and
localities are strapped for cash and in need of federal funds. Community development
programs used by cities to build up impoverished neighborhoods would lose $9.2 billion
in five years, a 36 percent cut in 2010. Most of these cuts would come out of state and
local budgets, adding to the burdens their taxpayers would have to take up if services are
to be maintained. The President’s proposal does not restructure the cost of HUD’s
program funding. It simply transfers the cost of maintaining affordable housing
programs to the states.

As most of you are aware, the Bush Administration has proposed eliminating 18 federal
community development programs in five departments, replacing them with a single new
program at the Commerce Department, and cutting total funding by nearly $2 billion —
from $5.6 billion to $3.7 billion — about 35%. Community development activities will
suffer greatly if these important programs and funding disappear.

The 18 endangered programs are: HUD: Community Development Block Grants ($4.11
billion); CDBG set-asides ($302 million); Section 4 community capacity building grants
($30 million); Rural Housing and Economic Development grants ($24 million);
Brownfields ($24 million); Section 108 loan guarantees ($6 million); Urban
Empowerment Zones ($10 million). Treasury: CDFI grants; Bank Enterprise Awards;
and CDFI Native Initiatives ($55 million). USDA: Rural Business Enterprise Grants ($40
million); Economic Impact Grants ($21 million); Rural EZS/ECs ($12 million); Rural
Business Opportunity Grants ($3 million). HHS: Community Services Block Grant ($727
million); Urban and Rural Community and Economic Development ($33 million); Rural
Community Facilities ($7 million). Commerce: Economic Development Administration
($255 million).



In February, I wrote President Bush to register my serious concerns with the housing and
community development program funding cuts proposed in the Administration’s Fiscal
Year 2006 budget. In that letter, | expressed particular concern about proposed cuts to
HUD's Community Development Block Grant program (CDBG), the elimination of
funding for the Rural Housing Economic Development (RHED) program and cuts to the
USDA's Section 515 funding.

As a Member of the House Financial Services Committee and Chairman of the
Congressional Rural Housing Caucus, | urged, and will continue to urge, the President,
the Budget Committee and the Appropriators to seek adequate funding for these vital
programs, especially those that impact rural areas across the United States. | will remain
concerned about the fundamental changes contained in the proposed budget that would
realign critical housing programs into different agencies, resulting in a net loss of funding
for the creation of affordable housing. 1 will also work with my like-minded colleagues
in the House and the Senate until the proposed program funding cuts and jurisdictional
transfers are defeated.

I believe that the President and HUD have failed to realize that there is an affordable
housing crisis in our country today. Housing costs have grown faster than wages and
inflation. Millions of families, seniors, persons with disabilities, and veterans are being
squeezed out of the housing market. HUD's housing and community development
programs and USDA's Rural Housing Service programs are essential to respond to this
crisis.

Affordable housing promotes access to jobs and employment stability, better public
health, and improved school performance for children. It reduces homelessness and its
associated costs to taxpayers. It provides a dignified existence for seniors and people with
disabilities and tends to result in much safer neighborhoods.

Affordable housing means stronger communities for everyone. Federal investment in
community and economic development must be maintained at its current level if not
augmented. Any actions taken to dilute federal investment in economic and community
development will deprive cities and localities of the resources they need to address the
infrastructure demands of population growth. The President’s proposed housing budget
cuts may increase unemployment and reduce much-needed private-sector investment.

In light of America's housing needs, the funding levels proposed by the Administration's
FY2006 budget are woefully inadequate. Inadequate funding would destabilize our
nation's vulnerable communities and withhold essential help from many of the lowest
income households.

The President’s budget request would do serious harm to housing and community
development programs and the people that rely on them in my district. For example, |
received over 50 letters from children at a Boys and Girls Club in my district begging me
not to cut the CDBG funds that keep the Club open.



Funding needed by cash-strapped communities and states would be cut. The importance
of this funding is clear as you, Secretary Jackson, noted in a HUD press release dated
September 13, 2004. In that release, you awarded 14 communities across the United
States HUD's Community Development Excellence Award "for their outstanding work in
using Community Development Block Grant funding to create better communities and to
improve the lives of their lower income residents.” Two of the awardees were the Texas
Department of Housing and Community Affairs and Pharr, Texas, in my own district, for
its incredible turnaround of LasMilpas colonia in South Pharr into a thriving community
using CDBG funds.

Given that release, | find it odd, to say the least, that President Bush would propose such
cuts less than five months after issuing a press release praising the CDBG program.

Such cuts would prevent communities in my district from repositioning themselves in the
changing global economy.

The Administration seems to be ignoring the fact that the CDBG program has met its
mission by providing decent housing and a suitable living environment for my
constituents while expanding economic opportunities, principally for low- and moderate-
income persons.

Cutting the Community Development Block Grant program funding 35% and transferring
it to the Department of Commerce would result in $1.16 billion less funding for low-
income housing. Eliminating the $4.8 million provided to National Council of La Raza in
FY 2005 for affordable housing and technical assistance, as proposed in the President’s
budget, would do much harm to minorities in our country. Under the President’s budget,
USDA's Section 515 program, the core USDA Rural Housing Service affordable housing
program, would be cut by 73%, and it would eliminate the 515 program'’s authority to
fund new construction. There does not appear to be any logic to these cuts and proposed
jurisdictional transfers.

As noted, the proposed budget would eliminate the $24 million HUD Rural Housing and
Economic Development Program by consolidating it along with 17 other programs in the
Department of Commerce. The poorest of the poor, such as those living in colonias in my
district, rely on the RHED program for affordable housing. All of these cuts and actions
are objectionable.

While I commend the President for proposing vouchers to support tenants who may be
displaced by prepayments in the USDA Section 515 rural rental program, | oppose the
proposal to cut this important resource by almost 75% to $27 million. The 515 program
supports the neediest rural people. Over half of 515 tenants are elderly or disabled. This
program's funding should remain level or increased.

HUD is supposed to be committed to increasing homeownership, particularly among
minorities; creating affordable housing opportunities for low-income Americans; and,
supporting the homeless, elderly, people with disabilities and people living with AIDS.



The Department is also supposed to promote economic and community development as
well as enforce the nation's fair housing laws.

If that is the case, why would the President’s FY’06 budget eliminate the HOPE VI
public housing revitalization program and rescind the $143 million funded in FY'05,
basically eliminating HOPEVI? Why does the proposed budget cut funding for public
housing authorities by $270 million? The overall request is 30% lower in real terms than
when the Bush Administration took office. Why is the President proposing a $66 million
(4%) cut in HOME block grants? Why is the President proposing cutting critical
provisions of Section 8 VVouchers legislation that target funds to the poorest families and
maintain vouchers at levels that make housing affordable? Why is the Administration
proposing that Congress cut funding for Housing Opportunities for People with AIDS by
$14 million, a 5% cut? Why is the Administration proposing a 16% cut in Section 107
grants, which fund Historically Black Colleges and Universities, Hispanic Serving
Institutions, Community Development Work Study and other similar programs? And
why is the President proposing to eliminate the $62 million Youthbuild program that
serves inner city youth, by consolidating it with other Department of Labor programs?

The President’s Fiscal Year 2006 budget proposal for housing program funding raises
serious concerns and seems to run contrary to HUD’s mission statement. | hope that
President Bush, the Congressional Budget Committees and the Appropriators will
reconsider the proposed funding cuts to housing programs as the President’s budget
proceeds through Congress and that they ultimately will be defeated.



