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MULTIFAMILY HOUSING:
MORE ACCESSIBLE HUD DATA
COULD HELP EFFORTS TO PRESERVE
HOUSING FOR LOW INCOME TENANTS

Tuesday, July 20, 2004

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING AND
COMMUNITY OPPORTUNITY,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to call, at 10:07 a.m., in Room
2128, Rayburn House Office Building, Hon. Robert Ney [chairman
of the subcommittee] presiding.

Present: Representatives Ney, Green, Hart, Tiberi, Waters, Lee,
Capuano, Frank (ex officio) and Scott. Also present was Represent-
ative Emanuel.

Mr. NEY. [Presiding.] The subcommittee will begin, and we will
entertain opening statements—I will begin mine—as members
come in. That way, we will get this sitting out of the way and,
hopefully, give us more time for the panelists.

This morning, the Housing Subcommittee meets to discuss the
January 2004 General Accounting Office report dealing with the
preservation of this country’s affordable housing units.

Beginning in the 1960s, the federal government began to contract
with the owners of privately owned multifamily buildings to in-
crease the number of units available to low-income renters. Offer-
ing voluntary incentives to prevent the erosion of the country’s af-
fordable housing units was another enticement to further encour-
age the development of affordable housing for low-and moderate-in-
come people.

Many of these mortgages for these developments have or will
soon reach contract maturity. In addition to contract maturity,
tight rental markets, low fair market rental levels and landlords
who are choosing to opt out of the programs are reducing the sup-
ply of available housing for the program participants, which, I
think, of course, will be creating a problem. Thus, many Americans
living in these at-risk developments could find themselves unable
to find affordable housing.

Properties subsidized under the programs represent a significant
source of affordable housing across the country. Many of the com-
mitment periods will be completed within the next 10 years. When
owners pay off mortgages, in most cases, the subsidized financing
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ends and so does the requirement, and that requirement, of course,
is to keep those units affordable.

This raises the possibility that rents will increase. In many
areas, families simply cannot find an affordable place to live, so I
think we have to look for ways to keep these units affordable and
also, obviously, available.

In December of 2002, Chairman Oxley and Ranking Member
Frank requested that the General Accounting Office conduct a
study of the preservation of low-income housing rental develop-
ments that are scheduled to reach maturity in their mortgage.

The GAO report states that over the next 10 years, low-income
tenants in over 101,000 units may have to pay higher rents or
move to more affordable housing when HUD-subsidized mortgages
reach maturity, and, of course, the question would be: Where would
they move to find affordable housing?

Nationwide, 21 percent of the subsidized properties with HUD
mortgages are scheduled to mature through 2013. This is a signifi-
cantk portion of this country’s affordable and available housing
stock.

While HUD does not offer incentives to keep properties afford-
able after mortgage maturity, there are a variety of programs
available to States and localities to assist them in keeping these
properties affordable, such as CDBG and HOME.

The trick is for States and localities to have this information, I
think, in a timely manner so they have sufficient time to use the
tools and the incentives available to them that we already have to
help keep the properties affordable.

Today, families across this nation often find it difficult to find de-
cent affordable housing where they live. Policemen, firemen and
schoolteachers can no longer live where they work.

That is why we have to work together to preserve our existing
stock and to find ways to work with private groups, state and local
governments and businesses to determine how best to provide af-
fordable housing to low-and moderate-income families.

Now is the time, obviously, to begin to talk about this, find out
the facts and try to get some solutions. That is the purpose of to-
day’s hearing.

And, with that, I yield to the gentleman from Massachusetts.

Congressman Frank?

Mr. FRANK. Mr. Chairman, I appreciate your calling this hearing.

The housing crisis that we face is a very serious one. There are
problems in our economy, problems of people not being able to af-
ford basics that we think every American should be able to have,
which are alleviated when we have economic prosperity. Jobs, ris-
ing wages, those things do a great deal to help.

Housing, sadly, in some parts of the country is less beneficially
affected. Obviously, it helps when the economy improves, but, in
fact, the very prosperity that we enjoyed in the 1990s exacerbated
the housing crisis in many parts of the country, and it is particu-
larly relevant to today.

I know there are people who like to argue that the rising tide
lifts all boats, but if you are standing on tiptoe in the water be-
cause you cannot afford a boat, the rising tide is not good news.
Or if you do not own the boat, but you are temporarily in it be-
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cause you are paying a certain amount of money and somebody else
can outbid you, you can go over the side. We are talking now about
a problem of people being tossed over the side because of that very
rising tide.

Enough metaphors. It is getting too complicated.

Here is the problem: We subsidize housing in a very sensible
way. People who oppose federal efforts in the housing area often
point to the mistakes we made—Codigo, Cabrini Green, Columbia
Point, the large excessively institutional warehouses for large num-
bers of low-income people with no services. The poor people did not
ask to be put there. The society did that because that was the
cheapest way to kind of ease our conscious pangs.

But we learned that that was not a good idea, and one of the
things we have done is to harness the private sector in a very use-
ful public-private cooperation through various programs, 221(d)(3)
below market interest rate program, 236 program and other forms
of subsidy.

Now, in many cases, obviously, that housing was built in areas
that were not quite so desirable, and the very prosperity that we
all welcomed has made some of the areas which used to not be so
desirable much more desirable.

The South End in Boston, when I got involved in Boston govern-
ment 35 years ago, was not a great place to live. Today, it is a very
high-end place to live. Now we built a lot of housing in the South
End, subsidized housing, for people of low and moderate means.
They now can be priced out.

In other words, if we do not act, the very prosperity that we wel-
comel will become a source of displacement for many low-income
people.

We have budget problems. We want to do things as economically
as possible, as inexpensively as possible without minimizing qual-
ity. It seems to me overwhelmingly clear preserving existing units
of affordable housing per dollar is by far the best way to deal with
the housing stock problem.

I think we need to go beyond that. I think we should get back
into a production program. But it ought to be the minimum that
we could agree on, that preserving existing affordable housing is
not only the least expensive financially, it is the least expensive so-
cially. We are talking about people not being displaced.

Now we recognize that the owners have a constitutional right to
the terms of the contracts into which they entered. We cannot
order private owners to breach the terms of their contracts. It,
therefore, becomes important for us to work together with the ten-
ant groups, the owners, state and municipal officials cooperatively
to try to preserve this housing.

By definition, by the way, we are going to be talking about hous-
ing with high consumer satisfaction because if we were talking
about properties that are unattractive that no one wants to live in,
there will be no concern about preserving them. They will not be
the ones that could be rented out more expensively.

So this is, Mr. Chairman, as you know, a very, very important
subject. It is one that calls for us all to work together cooperatively
with the private sector, with tenant groups, with state and local
governments, and I believe a relatively small amount of money per
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unit will go further to preserving affordable housing here than any-
where else.

One last point: We all pay tribute to the notion of
deconcentrating poor people, of integrating our society, of avoiding
the segregation of poor people by economics and, to some extent,
by race. If we lose the current stock of affordable housing because
the neighborhood gets more desirable, we will be perpetuating that
trend.

We ought to welcome this and say, “Yes.” Isn’t it an important
thing to our society and our goal of integration economically, ra-
cially and every other way that as various neighborhoods change
character, as they become places where wealthier people will want
to live, we will preserve within those neighborhoods areas where
lower-income people can live? That is the best way to achieve this
goal.

So, Mr. Chairman, in this, as in other things, I am very appre-
ciative of the willingness you have had to take the lead in trying
to discharge our housing obligation.

Mr. NEY. I want to thank the gentleman from Massachusetts.

The gentleman from Wisconsin, Mr. Green.

Mr. GREEN. I have no opening statement, Mr. Chairman.

Mr. NEY. The gentleman from Georgia, Mr. Scott.

Mr. ScorT. Thank you very much, Mr. Chairman.

To you, Chairman Ney, and Ranking Member Waters, Ranking
Member Frank, I want to thank you for holding this important
hearing today regarding affordable housing preservation.

There is an extraordinarily great need for this nation to preserve
the existing inventory of federally assisted housing.

For about 50 years, HUD has subsidized the development of
about 1.7 million low-income rental units by offering property own-
ers favorable mortgage financing, long-term rental assistance con-
tracts or both in exchange for owners’ commitment to house low-
income tenants for 20 to 40 years. According to the GAO, over
193,000 subsidized units will be lost in the next 10 years when the
mortgage matures and the mortgage subsidy and low-income af-
fordability restrictions related to the property terminate.

About 77 properties, or 26 percent, of subsidized properties in
Georgia alone are scheduled to mature by the year 2013. Owners
will be permitted to raise the rents for units not covered by a rent-
al assistance contract to market levels. Approximately 200,000 in-
dividuals in 101,000 units with no other subsidy attached to the
property will be at risk of paying higher rents because there are
no existing tenant protections, such as enhanced vouchers, to pro-
tect the tenants from paying higher rents or being evicted when
the mortgage matures.

To help address these concerns, I have signed on as an original
co-sponsor of H.R. 4679, the Displacement Preservation Act of
2004, and I want to thank Ranking Member Frank of Massachu-
setts for his sterling leadership on this critical issue and this im-
portant piece of legislation. Our bill H.R. 4679 will maintain the af-
fordability of units and protect tenants in these units in cases
where owners choose not to adhere to the existing affordability re-
strictions upon mortgage maturity.
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I believe that this committee and HUD should continue to focus
on the overall problem of the lack of affordable housing in America.
To that end, I am also a co-sponsor of the National Housing Trust
Fund, H.R. 1102, which will provide funding for 1.5 million units
of affordable housing over the next 10 years.

I also am concerned with the loss of $1.6 billion from the Section
8 housing voucher program. Last week, our Financial Services
Committee held a hearing on homelessness. Every one of the wit-
nesses on the panel agreed that cutbacks in Section 8 vouchers will
contribute to an increase—a dramatic increase—in homelessness in
this country.

What could provide better assistance to help families become
self-sustaining than helping them with rental assistance? These
cuts are misguided, and they should be reversed.

Thank you, Mr. Chairman, and I look forward to the panel’s tes-
timony.

Mr. NEY. I want to thank the gentleman from Georgia.

Gentlelady? Ranking Member Ms. Waters?

Ms. WATERS. Thank you very much, Mr. Chairman, for sched-
uling this hearing to consider both the recent GAO report that
Ranking Member Frank and Chairman Oxley requested on afford-
able housing preservation and H.R. 4769, the Displacement Preser-
vation Act of 2004, a bill offered by Mr. Frank that I am proud to
have co-sponsored.

Mr. Chairman, as Mr. Bodaken correctly observed in his pre-
pared testimony, the nation’s supply of decent affordable housing
for the poor and elderly does not meet the demand for such hous-
ing, yet the Bush administration has no real production program
to create additional affordable housing, and it also has taken many
steps that jeopardize the Section 8 program.

These dire circumstances make it all the more urgent that we
preserve our existing inventory of federally assisted affordable
housing. We must do all that we can to prevent the loss of any af-
fordable housing units. Yet the recent GAO report, the April 2004
report of the National Housing Trust and the testimony of our wit-
neilses today will clearly demonstrate that we are, indeed, failing
to do so.

The April 2004 report of the National Housing Trust establishes
that 300,000 project-based affordable units have been lost in the
past 8 years. The additional vouchers funded during this time pe-
riod to prevent displacement of tenants have not been sufficient to
prevent a loss of affordable housing. The National Housing Trust
estimates that there has been a net loss of at least 74,000 rental
subsidies between 1995 and 2003.

Mr. Chairman, there is every reason to believe that this problem
will worsen as more mortgages mature if we do not act decisively
to address it. As the recent GAO report observes, HUD does not
offer incentives to keep properties affordable upon mortgage matu-
rity, and tenants in over 101,000 units without rental assistance
are at risk of paying higher rents after mortgage maturity because
no requirement exists, such as enhanced vouchers, to protect ten-
ants when HUD mortgages mature.

According to the GAO, over 193,000 subsidized units will be lost
in the next 10 years when the mortgage matures and the mortgage
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subsidy and low-income affordability restrictions related to the
property terminate.

Tenants who live in units financed through Section 221(d)3,
Below Market Interest Rate program, or Section 236 program will
risk having to pay market-level rents when the mortgages for these
properties mature because these units have no rental assistance
contract attached to them.

Mr. Chairman, with the administration’s support, a total of $703
million in Section 236 funds have been rescinded in the funding
year 2004, funding year 2003 appropriations and in the funding
year 2002 supplemental appropriations bill. These were funds that
were authorized for the rehabilitation of low-income subsidized
housing units that could have been used to preserve the supply of
affordable housing.

In its funding year 2005 budget, the administration compounds
the prior injury by proposing to rescind an additional $675 million
in funds previously appropriated for Section 236 subsidized housing
projects. H.R. 4679 would help to preserve affordable housing
where the owners of Section 221(d)3 or Section 236 properties
chose not to observe prior affordability restrictions when the mort-
gages matured.

It would make low-and certain moderate-income tenants in units
not covered by rental assistance contracts eligible for enhanced
vouchers if owners choose not to continue the affordability restric-
tion. It would require notice to tenants at least 9 months prior to
mortgage maturity, if an owner chooses not to maintain afford-
ability restrictions when the mortgage matures.

Finally, the bill would authorize the use of $675 million in Sec-
tion 236 funds targeted by the administration for rescission to pro-
vide one-time rehab grants to owners, one-time grants to help non-
profit organizations purchase properties and continue them as af-
fordable and to make annual payments to owners to cover the dif-
ference between subsidized and market rents for low-income and
certain moderate-income tenants.

Affordable housing preservation initiatives, like H.R. 4679, are a
cost-effective method to maintain our affordable housing stock,
while avoiding the “not-in-my-backyard” problems that sometimes
attach to new housing projects. I urge my colleagues to support
H.R. 4679.

And, finally, Mr. Chairman, when you factor in the impact of the
proposed cuts to the Section 8 program on affordable housing in-
ventory, it is clear that we will continue to lose units at a rapid
rate if we do not act to remedy these ongoing problems.

HUD must do more than simply take steps to make data about
properties with maturing mortgages more accessible to the public.
They need to fund the preservation of these units.

I thank you, Mr. Chairman, for allowing me to enter this state-
ment into the record, and I know that you want to continue with
the testimony from our witnesses today.

[The prepared statement of Hon. Maxine Waters can be found on
page 39 in the appendix.]

Mr. NEY. Without objection.

Any additional opening statements?

The gentlelady from California?
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Ms. LEE. Thank you, Mr. Chairman.

Let me thank you and Ranking Member Waters, Ranking Mem-
ber Frank for convening this very important hearing to review the
GAO findings from the recent report on preservation and data col-
lection of privately owned affordable rental units for low-income
tenants.

This report and hearing is very important because it highlights
the harsh reality of HUD’s lack of State and local data collection,
its poor recordkeeping and really very dismal efforts to track pri-
vately owned subsidized properties where our most vulnerable fam-
ilies live.

As we all know, the need to preserve the nation’s existing inven-
tory of federally assisted affordable housing is critical. As more and
more families fall victim to our economy in terms of losing jobs, los-
ing their health care and much more, we must do everything we
can do to protect their basic shelter.

If we cannot pass simple legislation to create a national afford-
able housing production program similar to H.R. 1102, the Na-
tional Affordable Housing Trust Fund, the least we can do is to
maintain, preserve and work in conjunction with landlords to keep
people in the limited affordable housing that we currently main-
tain.

Unlike the administration’s efforts in terms of its efforts to cut
affordable rental housing by block-granting the Section 8 program,
I fully support legislative fixes that will keep families in their
homes. It is this committee’s obligation to change the current direc-
tion of HUD policies toward the poor and moderately incomed indi-
viduals and families.

Homeownership or homelessness is not the option families
should have to face. Instead, we must invest in affordable rental
programs like Section 8, Section 202, Section 221 and Section 236.

The problems that we are discussing today can be fixed in the
short term by passing H.R. 4679, the Displacement Prevention Act
of 2004.

Ranking Member Frank’s legislation realistically uses $675 mil-
lion in previously appropriated housing rescissions for one-time-
only grants to owners for rehabilitation of affordable properties in
desperate need of repair.

The $675 million could also be made available for non-profit or-
ganizations to purchase properties in order to keep them afford-
able.

Lastly—and probably most importantly to owners—this funding
can cover the difference between subsidized and comparable mar-
ket rents in the area.

This legislation is realistic and a good first step to looking at the
problem of national affordable rental units.

So I wish we actually were discussing the National Affordable
Housing Trust Fund today, but I am sure that many of the wit-
nesses here will provide all of the background as to why we need
to preserve the current housing stock and create a national produc-
tion program. The housing bubble in many of our communities is
bursting, and we must act now to protect those who are most vul-
nerable.
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I look forward to the testimony of our witnesses, and I want to
thank you again for convening this hearing, Mr. Chairman.

Mr. NEY. I thank the gentlelady.

Are there any additional opening statements? If not, we will
move on to the panel.

The first member of the panel is Mr. David G. Wood, director of
financial markets and community investment, General Accounting
Office, and the second is the Honorable John C. Weicher, Assistant
Secretary, Housing/Federal Housing commissioner, U.S. Depart-
ment of Housing and Urban Development.

I want to welcome both of you, and we will begin with Mr. Wood.

STATEMENT OF DAVID G. WOOD, DIRECTOR, FINANCIAL MAR-
KETS AND COMMUNITY INVESTMENT, GENERAL ACCOUNT-
ING OFFICE

Mr. Woob. Thank you, Mr. Chairman, and thank you for inviting
me today.

Our report to Chairman Oxley and Ranking Member Frank on
properties with HUD mortgages scheduled to mature over the next
decade provides information in three areas: first, the scope of the
issue in terms of the numbers of properties affected, their location
by state and other characteristics; second, the impacts that low-in-
come tenants may experience as a result of maturing HUD mort-
gages; and, third, tools or incentives available from HUD, states or
localities that could be used to preserve affordability for low-income
tenants.

Regarding the scope, I will briefly note a few highlights. Using
HUD’s databases, we identified a total of 2,328 properties with
HUD mortgages that are scheduled to mature by December 31,
2013. These properties contain over 236,000 rental units, slightly
over half of which are subsidized with project-based rental assist-
ance provided by HUD, and every state has at least a few of these
Froperties. The range is from three in Vermont to 273 in Cali-
ornia.

We found that the potential impact on tenants could vary at
these properties. Among other things, the impact may depend on
protections against rent increases, if any, that may exist and own-
ers’ decisions regarding the use of their properties.

A little over 134,000 of the units of these properties are covered
by rental assistance, mostly project-based Section 8. As long as the
rental assistance contract covers the unit, the tenant is basically
shielded from any increase in rent, even after the mortgage ma-
tures. If the rental contract expires and property owners decline to
renew them, often referred to as opting out, then tenants of rent-
assisted units are generally eligible for housing vouchers, which
help pay the rent at their existing units or at other units.

Meanwhile, over 101,000 units in properties with HUD mort-
gages scheduled to mature by 2013 are not covered by rental assist-
ance. No statutory requirement exists to protect tenants in these
units from increases in rent after the HUD mortgages mature.
Thus, tenants of those units could face having to pay higher rents
or moving.

The impacts on tenants will depend not only on protections
against rent increases, but also on property owners’ decisions after
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their HUD mortgages mature. Such decisions could be affected by
a number of factors, including the income level of the property’s
neighborhood, the physical condition of the property, and the own-
er’s mission.

Profit-motivated owners, for example, may find it desirable to
turn a building into condominiums or rental units for higher-in-
come households. On the other hand, non-profit owners, which own
about 38 percent of the 2,328 properties, generally have a mission
of providing housing affordable to lower-income households.

At the time of our study, the HUD mortgages on 32 properties
had matured. Half of these properties had units covered by rental
assistance contracts, thus shielding those tenants from rent in-
creases.

We were able to contact 10 of the remaining properties and found
that all were still offering rents affordable to low-income tenants.
However, because of the small number, we do not know the extent
to which these properties are indicative of properties with mort-
gages yet to mature.

Our survey of state and local agencies showed that a number of
tools or incentives might be used to preserve the affordability of
properties with maturing HUD mortgages. However, the survey
also clearly showed that this was an issue not on the radar screen.
In fact, most agencies do not track the status of HUD properties.

For example, about three-quarters of the 226 agencies that re-
sponded said that they do not track the maturity dates on HUD
mortgages, and over half reported that they have no tracking sys-
tem to systematically identify properties that are eligible to leave
HUD’s subsidiary programs. However, a number of respondents
said that it would be helpful and useful to have this information.

Accordingly, we recommended that HUD take steps to make its
data more available to help state and local agencies track sub-
sidized properties that are eligible to lead HUD’s programs. As an
example of one approach, we also developed an interactive CD-
ROM containing a database of the properties included in our study,
which may be searched using a variety of criteria, including mort-
gage maturity date.

Mr. Chairman, that concludes my prepared remarks, and I will
be happy to answer any questions you have.

[The prepared statement of David G. Wood can be found on page
132 in the appendix.]

Mr. NEY. I want to thank the gentleman.

Mr. Weicher?

STATEMENT OF HON. JOHN C. WEICHER, ASSISTANT SEC-
RETARY, HOUSING/FEDERAL HOUSING COMMISSIONER, U.S
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Mr. WEICHER. Thank you, Chairman Ney, Ranking Member Wa-
ters, Ranking Member Frank and distinguished members of the
subcommittee, and, on behalf of Secretary Jackson, thank you for
inviting the department to testify this morning. We appreciate this
opportunity to provide the committee with the department’s com-
ments on this GAO report.

This administration is firmly committed to preserving affordable
housing. Historically, HUD’s subsidized rental projects have had
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rent affordability requirements for a fixed term. In recent years,
the department has worked with Congress to create incentives to
maintain affordability if the rental assistance contract expires.
Some of these incentives programs have extended the affordability
restrictions beyond the maturity of the insured mortgage.

To date, the department has been very pleased with the success
of these programs in preserving the affordable housing stock.
Under this administration, the department has preserved the af-
fordability of over 2,000 projects with about 200,000 in the Mark
to Market, Mark Up to Market and Section 236 decoupling pro-
grams.

Although these programs do not directly address the termination
of the affordability requirements resulting from mortgage maturity,
the GAO reports shows that they are, in fact, preserving affordable
units for an extended period beyond the original maturity date.

The Section 202 prepayment program also promotes long-term
affordability. Owners can refinance the loans and obtain funds for
modernization in return for keeping the affordability use restriction
until the maturity of the original loan.

To promote preservation of these affordable elderly housing
projects, the department has announced that we will allow these
loans to be underwritten at the current Section 8 rent even if it is
higher than the market rent. This change should enable substan-
tially more Section 202 projects to be refinanced through FHA and
improve long-term viability.

As the GAO report states, there are over 230,000 units in 2,300
properties where the mortgages are scheduled to mature through
2013. About 75 percent of these properties will not mature until
2011 or later. About 225 will mature in the next 5 years.

About 57 percent of the units in these properties receive project-
based Section 8 assistance or other rental assistance. These resi-
dents are protected for the term of the assistance contract and will
receive vouchers if the contract expires and is not renewed.

The remaining 43 percent of the units benefit from a mortgage
interest rate subsidy, but the tenants do not now receive rental as-
sistance. These are Section 221(d)(3) BMIR and Section 236
projects. The question has been raised as to whether unassisted
residents in these projects would be able to afford increased rents
when the mortgage matures.

It should be noted that the income limits are higher in these pro-
grams than in Section 8. There is, in fact, no income limit in Sec-
tion 236. Residents in the Section 221(d)(3) BMIR projects can have
incomes of up to 95 percent of area median in contrast to project-
based Section 8 which limits residents’ incomes to less than 80 per-
cent of area median income.

Also, as the GAO report points out, unassisted residents of these
projects have higher incomes than residents who do receive rental
assistance. These unassisted residents should have the ability to
afford higher rents, and, in the case of the Section 236 program,
many of these residents may have been paying higher rents
throughout the mortgage term.

Actual history shows that many projects remain affordable after
loan maturity. The GAO report includes information on 26 rental
properties where the HUD-insured mortgage had matured between
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1993 and 2002. After maturity, all 26 remain affordable to low-and
moderate-income residents.

Therefore, few affordable housing units appear to be at risk in
these projects. When the mortgages do mature, the projects are re-
maining affordable.

The department certainly concurs with GAO that it is helpful to
notify our partners in State and local governments when HUD-in-
sured properties have the potential to leave HUD programs. In ac-
cordance with GAQO’s recommendation, within the past 30 days, the
department has begun posting on our web site a list of HUD-in-
sured mortgages and Section 202 loans that are expiring in the
next 10 years.

The department is also planning to solicit comments from our in-
dustry partners on the information that is being provided so that
we are able to improve the usefulness of the data.

That concludes my testimony, Mr. Chairman, and I would be
happy to answer your questions.

[The prepared statement of Hon. John C. Weicher can be found
on page 126 in the appendix.]

Mr. NEY. I want to thank the gentlemen.

And also, the Chair notes we need to keep to the 5-minute time
today. I will notify members when they are out of time, if they
want to wrap up their part of the questions, just so we can get on
with this panel and the second one.

A question I had, Mr. Weicher—I want to start with you—is, in
light of the department’s July 12 letter that they sent stating that
the GI/SRI fund is at 75 percent capacity and the administration’s
recent budget amendment submission requesting a $4 billion loan
commitment increase, do we have enough commitment authority to
last through the fiscal year? I wonder, if there is a continuing reso-
lution, what does it do to that? Are the current funds sufficient?

So can we last through with the statement about the $4 billion,
and I wonder, if we do go to a continuing resolution, how does that
affect that, and would the current funds be sufficient?

Mr. WEICHER. As you know, Mr. Chairman, we said last week in
that July 12 letter that we would reach the 75 percent mark for
the fiscal year at the end of last week. We actually are reaching
it either yesterday or today. That is just about where we reached
it a year ago.

So, while we are running at a rate which would not exhaust the
funds in this fiscal year, that is where we were last year at this
time.

Mr. NEY. I do not mean to interrupt, but, last year, we ran out
in August.

Mr. WEICHER. In September, actually.

Mr. NEY. Was it September?

Mr. WEICHER. Yes.

Mr. NEY. I think I said August, which is the second part, you
know. I think we got a notice sometime in our final days before the
August recess that the fund might not be adequate to address all
the eligible applicants for the FHA loan guarantees, and I guess
my question is: Will that happen again?

Mr. WEICHER. You have received the notice on the 75 percent
mark, and I can assure you, Mr. Chairman, I am tracking the obli-
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gations of that fund every day. We will certainly keep you apprised
if there is any move in either direction from where we are now.

I think the $4 billion additional commitment authority will be
helpful because we have not yet seen any additional business to
speak of from the increase in the multifamily limits in high-cost
areas, which Congress enacted in December and which we made
available to lenders in April.

So we have not yet seen any real business from that. If we see
a significant amount of business there, then we could, indeed, need
the supplemental.

The first 2 months of last year, in each month, we ran at a rate
of about $2-1/2 billion, which would be, for the year, more than $29
billion. So, even at $29 billion, we could run out of funds at the end
of the month and the first couple of months.

Mr. NEY. But I note to you, last year, when the department
called—I cannot remember who called, but the department called—
it was so late. It was like the last 1 or 2 days left, and there was
no way we could do anything, which then put us in a position be-
yond recess, and, you know, people are definitely going to be hurt.

But with the notification we received, should we have done a
stand-alone bill this week? Were there steps we should have taken?

Mr. FRANK. Mr. Chairman? Mr. Chairman, would you give me 15
seconds, if you would yield on that, because it is so important?

Mr. NEY. Yes.

Mr. FRANK. I mean, here is one where there is no down side to
this. My understanding is the bill has been filed in the Senate for
the $4 billion, and I would hope maybe the administration could
speak in favor of that. If they could do that quickly, we could have
it sent back here, held at the desk, do it by UC. I mean, there is
zero down side, only up side.

So I would just encourage it. You know, I know we are working
for it here. If the Senate would just get that through, we could get
it over here, and it would be done before we get out of here.

Mr. NEY. Yes, that is the point I want to make again. We do not
want to get into the final days. Should we have, you know, done
this this past week? Is there something we need to do permanently
to ensure these funds?

Mr. WEICHER. Well, the President sent a letter to the speaker a
week ago proposing the additional $4 billion in commitment. The
administration certainly supports that additional $4 billion in com-
mitment authority, and we are prepared to work with both Houses
in any way that is useful to bring that to pass. We do not want
to close down these programs any more than anyone else wants to
close down these programs.

Mr. NEY. But do you think we should do a stand-alone bill?

Mr. WEICHER. If you can do it quickly.

Mr. NEY. I mean now.

Mr. WEICHER. If you can do it quickly, I think that would be pru-
dent. The question might be: If you come back at the beginning of
September and we have a potential problem, how quickly can Con-
gress act in that situation?

Mr. NEY. My time is expiring, but, you know, that is something
that we need to look at. Also, I think we need to look at some type
of more permanent solution to ensure the funds.
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The gentlelady of California?

Ms. WATERS. Mr. Chairman, I may have missed something here,
but I do not understand what HUD is saying to us about the ex-
pense of this problem. I really want to understand as clearly as I
can how many affordable housing units are actually being lost, how
many do we anticipate are going to be lost, and when are we going
to get the data and the formats for the data so that it can be
viewed and printed without the need for a separate database man-
agement software.

I understand that HUD said that, by May 31, 2004, it would so-
licit the comments and suggestions from the four trade associa-
tions. To date, it appears that that has not been done, that HUD
has not created a page on its Web site that provides relevant data
on all the projects that are available in this format.

So I am trying to understand what does HUD know, what kind
of a handle does HUD have on the problem, and how can we have
access to all of that information and that data.

Mr. WEICHER. Ranking Member Waters, we do have the informa-
tion on the Web site, and the information is accessible. I personally
accessed it from my home computer to prove that it was accessible
to the average not particularly computer literate individual.

The data is there for all of the 200,300 mortgages which will ex-
pire in the next 10 years. The data can be organized by year. It
can be organized by State. It can be organized by congressional dis-
trict. I can give you the link which we have provided to the trade
associations.

It is accessible. I made a point of looking at that because I know
from working with the HUD Web site and with other agency Web
sites that sometimes it is hard to find what you are looking for.

Ms. WATERS. Well, my staff is telling me they are having prob-
lems because of the format, that it is not in PDF format, it is only
available in Access 2000 and Dbase 3. Do you know anything about
this format and whether or not it makes it less available?

Mr. WEICHER. I accessed it in PDF format myself, Ms. Waters.

Ms. WATERS. I beg your pardon.

Mr. WEICHER. I personally accessed it in the PDF format myself.

Ms. WATERS. Oh, you did? Okay. Well, that is very good. I will
get to my staff and tell them to access it so that we can see what
you have.

Mr. WEICHER. If there is a further problem, they should contact
us directly, and we will sort it out. But I accessed it myself.

Ms. WATERS. Okay. Good. I am sure if you got it, we should be
able to get it, too. Thank you very much.

Mr. NEY. The gentleman from Wisconsin, Mr. Green?

Mr. GREEN. Thank you, Mr. Chairman.

First, Mr. Chairman, I want to concur with your remarks and
the remarks of the ranking member on the action we can and
should take with respect to the additional commitment authority.
I think it does warrant immediate action. It would make a dif-
ference.

Secondly, I was pleased to hear of the confidence that HUD has
with respect to the units that are covered by mortgages reaching
maturity. I think the concern that all of us have is that up to 2013
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the number of units, the sheer volume will present challenges to
us that, obviously, we will all have to work towards together.

I want to turn to a portion of your written statement that I
would like to learn more about. I am looking at page 2 on at least
what was handed out to us.

It says, “Due to the increasing number of sponsors desiring FHA
insurance to refinance these aging projects, the department has
been reviewing its procedures to provide more flexibility in under-
writing an FHA-insured loan to replace the Section 202 loan. In
recognition of the great need, the department is preparing a notice
to allow these loans to be underwritten at the existing Section 8
rent, even if above market levels.”

Could you elaborate on that a little bit? It is interesting, and I
think it is something that warrants discussion.

Mr. WEICHER. Yes, I would be happy to, Representative Green.

HUD put out a notice on the refinancing of Section 202s last
year, and, at that point, we said that we would permit under-
writing at the lesser of the Section 8 rent or the market rent. We
heard from many people in the industry that that was too restric-
tive. We saw not very much business under that.

So we are in the process of issuing a notice which will liberalize
that and will permit loans to be underwritten at the existing Sec-
tion 8 rent, even if it is higher than the market rent. So, from the
people I have talked to in the industry, that will enable a lot more
project owners and sponsors to refinance the loans on a basis which
makes it possible for them to get the funds that they need to reha-
bilitate the project and to continue operating as affordable housing
for the elderly.

Mr. GREEN. So the initial feedback has been good?

Mr. WEICHER. Yes.

Mr. GREEN. Any projections on what that will do for the chal-
lenge that we are all here to discuss today as we go out toward
2013, what kind of numbers that will help with?

Mr. WEICHER. Well, the Section 202 projects amount to about
one-third of the total number.

Let me put it this way, Mr. Green. We have about 7,000 Section
202 projects, we have about 7,000 other projects which receive FHA
insurance and a subsidy, and we have about 7,000 projects which
are subsidized but are not insured by FHA. So Section 202 was
about one-third of the total in terms of number of projects, less
than that in terms of number of units. These tend to be a little
smaller on average.

But this should enable those older projects, the ones financed as
direct loans from the Treasury from 1959 through 1990, to go on
providing affordable housing.

Mr. GREEN. Are those older projects a greater percentage of the
overall projects that are coming to maturity in the next 5 years?
You indicated there was a group.

Mr. WEICHER. They are not particularly coming to maturity in
the next 5 years, but they are projects which have wanted to take
advantage of the lower interest rate environment, as we do as
homeowners, to take advantage of that environment to refinance at
a lower interest rate and to use the difference, the savings to reha-
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bilitate the property and provide affordable rental housing for the
elderly for quite a while to come.

So it is a straight refinancing to obtain funds for rehabilitation
on a basis which makes it feasible for the project sponsor.

Mr. GREEN. Great. Very good.

That is all I have, Mr. Chairman. I yield back.

Mr. NEY. Ms. Lee? The gentlelady from California?

Ms. LEE. Thank you, Mr. Chairman.

Let me just ask, Mr. Weicher. I wanted to find out how the Sec-
tion 8 program can help with subsidizing the potential cost to ten-
ants affected by mortgage maturity when, in fact, the administra-
tion is really, it appears, dismantling the Section 8 program.

Then, secondly, I know in the report there were no real rec-
ommendations in terms of the GAO report as to what to do, i.e. ad-
ditional funding, additional vouchers, enhanced vouchers, just what
exactly will happen once these mortgages are lost. What are your
thoughts on that?

Mr. WEICHER. Well, as I think we both said in our statements,
Ms. Lee, if an owner of one of these properties opts out of the pro-
gram, the residents by statute receive enhanced vouchers, and
those vouchers will be provided. That is part of the department’s
ongoing program.

Ms. LEE. They will be provided, but is the money there?

Mr. WEICHER. The money is there. The money is part of the ad-
ministration’s budget proposal.

Ms. LEE. To cover the entire problem.

Mr. WEICHER. To cover the enhanced vouchers.

Ms. LEE. One hundred percent of those that we would lose?

Mr. WEICHER. Yes, if the owner opts out. If the mortgage simply
goes to maturity, then we have been providing vouchers to the resi-
dents going forward. Those are not enhanced vouchers because
those residents may or may not have been receiving subsidy, but
we have been able to do that, and we expect to continue to do that
within the Section 8 program. That part of the Section 8 program
as well.

This is a relatively small share of the total of Section 8, which
amounts to most of the 1.7 million units which are in Section 8
projects and the 1.9 million units which receive vouchers. We are
not talking about a large number here. Opt-outs have been running
less than 10,000 a year for the last 7 years. So it is not a large
number of vouchers that are at issue here.

Ms. LEE. So you are saying we should not really worry about it?

Ms. WATERS. Will the gentlelady yield?

Ms. LEE. Yes.

Ms. WATERS. Would you ask him if this is for more than 1 year?

Ms. LEE. Mr. Weicher, is this for more than 1 year in terms of
the dollars that you have for the enhanced vouchers?

Mr. WEICHER. We provide enhanced vouchers. We have been pro-
viding enhanced vouchers while the residents remain in the project
in which they were receiving assistance, and that is for as long as
they stay there.

Ms. LEE. What if the mortgage matures and if they have to
move?
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Mr. WEICHER. Well, we have been providing vouchers for them
in that situation as well, and those vouchers renew year by year,
depending on congressional appropriation. The funds have been re-
quested, and they have always been appropriated year by year.

Ms. LEE. Yes. Okay. Is it actually for 1 year or not, though?

Mr. WEICHER. A voucher is by statute a 1-year voucher because
it is subject to appropriation, but it is renewable each year if funds
are available.

Ms. LEE. If funds are available.

Mr. WEICHER. Funds have been available each year. Congress
has funded the outstanding number, provided funds for the out-
standing number of vouchers, and the vouchers have continued for
those residents. We are on a l-year funding cycle and have been
for, I believe, 10 years now.

Ms. LEE. Okay. So, in high-cost areas, such as Massachusetts,
New York, California, the enhanced vouchers for these families
that are losing their units in the subsidized mortgage unit, the
funding will be there year by year to ensure that they have the
proper shelter?

Mr. WEICHER. Yes. Pardon me. The funding is there if the funds
are appropriated, and the funding is at a level to enable the resi-
dent to stay in the property even as the property goes to a market
rent.

Ms. LEE. So you do not see efforts to dismantle the Section 8 pro-
gram at this point?

Mr. WEICHER. No, I do not. I do not think we are doing that. I
know there are matters of concern between the administration and
many members of Congress about that, but I do not think we are
trying to dismantle the program.

Ms. LEE. And the block-granting of Section 8 does not affect the
individuals?

Mr. WEICHER. There is a statutory right for an enhanced voucher
established by Congress in 1998, I believe. I am not sure of the
year.

Ms. LEE. That will continue?

Mr. WEICHER. That should continue.

Ms. LEE. That will continue. Okay.

But you do not see any reason to be alarmed?

Mr. NEY. The time has expired.

Mr. WEICHER. I am not going that far, Ms. Lee. I am answering
the specific question. We certainly agree on the number of units at
issue.

Mr. NEY. The time has expired.

Ms. LEE. Yes. Okay. Thank you very much.

Mr. NEY. Thank you.

The gentlelady from Pennsylvania?

Ms. HART. Thank you, Mr. Chairman.

Thanks, Mr. Wood and Mr. Weicher, for your testimony.

I come from an area that has a really high percentage of senior
citizens, and it is probably going to get higher. Can either of you
from your experience tell me out of all these dwellings that we are
talking about, are there a significant number of them or can you
give me a ballpark percentage of how many of them are available
specifically toward senior citizens, to serve senior citizens?
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Where I am, in my home county, there is a 6-month waiting pe-
riod for HUD-assisted senior housing, and I am sure that we are
not unique. Can either of you can enlighten me a little bit on the
specific service to seniors situation?

Mr. WooD. I can tell you that of the properties in our study with
mortgages that are going to be maturing by 2013, 41 of them were
Section 202, which, by definition, is for the elderly, and those prop-
erties had a total of 3,200 units. That is the only real data I have.

I have also seen estimates that an even greater number of sen-
iors are served by Section 8 than are served by the 202 program,
and a fair number of the properties in our database of those with
expiring mortgages also have Section 8.

Ms. HART. Go ahead.

Mr. WEICHER. Ms. Hart, we have about 7,000 Section 202
projects which are by definition to serve the elderly, and I believe
the average number of units to be about 80. In addition, as Mr.
Wood is saying, a substantial number of families served in the Sec-
tion 8 projects and, for that matter, in the voucher program and
in public housing are elderly.

We can provide you with those numbers. I do not know them off
the top of my head, but a substantial fraction of our assistance
does go either explicitly as in 202 by statute to the elderly or goes
to the elderly in programs which are not restricted to the elderly.

I would be happy to provide that.

Ms. HART. Thank you. I would like to know that.

Are there specific things being done? I am not 100 percent cer-
tain about the demographic estimates, you know, down the road,
but I expect that you are going to find some more demand for sen-
ior housing. Is that something that you are planning for?

Mr. WEICHER. Well, I think we all can see that coming. The
baby-boom generation will be turning 65 at the end of this decade
and beyond, and I think we continue to fund Section 202, and we
continue to maintain the level of incremental funding from year to
year. Certainly, for projects that are funded by tax credits and the
preservation efforts, we are doing our best to make sure that there
is housing available for the low-income elderly as those numbers
increase.

Ms. HART. It is a little off the subject, but not really. What is
specifically being done for areas like ours where there is such a
long waiting list? Are they targeting critical areas like ours to
make sure that there is going to be more housing available?

Mr. WEICHER. We are not targeting specific areas in that respect.
Within the 202 program, we have a fund that we allocate funding
by a HUD program office based on a formula which takes account
of the number of elderly in a jurisdiction, and then we fund the
highest scoring applications in each of those areas.

Then, with funds that are left over, we comb