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Mr. Chairman and Members of the Subcommittee:

Good morning, Mr. Chairman and digtinguished members of the Subcommittee. Thank you for the
opportunity to speek before you today. My nameis Barbara Richardson. | am the Community
Deveopment Director for the City of Rockford, Illinois. | am testifying on behaf of the Nationa
Community Development Association, the U.S. Conference of Mayors, the Nationa League of Cities,
the Nationd Association of Counties, the Association of Locd Housing Finance Agencies, and the
Nationa Association of Housing and Redevelopment Officids. We gppreciate the opportunity to
present our views on consolidation of the U.S. Department of Housing and Urban Development’s

homeless assistance programs.

We thank you, Mr. Chairman, for holding this hearing on such an important issue. We appreciate the
opportunity to provide the Subcommittee with our views on consolidation of HUD’s McKinney Act
programs. It ismost important, in our estimation, that Congress have the opportunity to hear directly
from Mayors, County Executives, and loca program administrators on thisissue. Loca governments
(and the nonprofit organizations they support) are essentia partners of the federa government in the
intergovernmental endeavor to eradicate homelessness. The problem of homelessnessis not solved by
a“oneszefitsdl” solution and it isfor this reason that we advocate an approach which provides sates
and locdlities with the maximum flexibility to fashion a program which best suits thair particular local
needs. HUD’s McKinney Act programs have provided a much needed resource for loca governments
to provide homeless assistance within their jurisdictions. We have supported consolidation of these
programs for many years, and we hope that |egidation to consolidate the programs will be enacted
soon. My testimony this morning will focus on our recommendations regarding consolidation of HUD's
McKinney Act programs. However, let me first comment briefly on another criss, America's

affordable housing crigs.

Affordable Housing Crisis

The lack of affordable housing continues to be an issue that contributes to the issue of homelessness.



Because of the lack of decent, safe, and affor dabl e housing, many households whose incomes do not
support the rising housing prices across the country are put into perilous housing Stuations, including
homelessness. Init’srecent report, Rental Housing Assistance — The Wor sening Crisis, HUD
documents the fact that in the face of arobust and growing economy, the worst case housing needs
continueto riseto an dl-time leve of 5.4 million households. These households pay more than haf of
their income for housing. The report adso notes that there are 600,000 more households with worst
case housing needs than there were in 1991 when the current economic recovery began.! Affordable
housing opportunities for the lowest income Americans continues to shrink. The number of rental units
affordable to extremely low-income families decreased by 5 percent since 1991 — aloss of 370,000
units? The Federa government must take alead role in providing more resources to programs that
assig in producing affordable housing, such as the HOME Investment Partnerships Program and the
Community Development Block Grant (CDBG) Program. These two programs have been effective
block grantsfor locd governments in providing flexible housing and community development funds.

We know a homeess block grant will be as effective in providing the needed resources and flexibility to
meet each jurisdiction’s individua homelessness needs.

Furthermore, we urge both the Senate and House to work in concert to enact not only McKinney
consolidation legidation, but to enact legidation that supports affordable housing efforts. We are
supportive of some of the provisonsincluded in H.R. 1776 — the American Homeownership and
Economic Opportunity Act of 2000 —which the House passed last month. We hope that the Senate
counterpart will focus on some of the same issues, and we would be glad to work further with the

Subcommittee on our position in these aress.

Program Consolidation
We support consolidation of dl of HUD’s McKinney Act programs, including the Supportive Housing
Program, Shelter Plus Care, Section 8 Moderate Rehabilitation for Single Room Occupancy Dwellings

lU.S. Department of Housing and Urban Development, Rental Housing Assistance — The Worsening Crisis, March 2000.
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(SRO), and the Emergency Shelter Grants program into a single, flexible formula allocated
homel ess assistance block grant program, which enables communities to provide emergency,

trangtiona and permanent housing as well as outreach, home essness prevention, and supportive
sarvices. Each jurisdiction should have the ability to make decisions as to how to spend the funding in a
way that addresses the individua needs of the locdity.

Entirely too much time is being spent applying for funding under HUD’ s competitive process. This not
only includes the annua gpplication process, but the enormous amount of time it takesHUD to
announce the awards and digtribute the funds to grantees. By consolidating the programs, localities will
recelve a stream of fundsin a quicker and more efficient manner and will be able to award funds faster
than is currently taking place under the competitive gpplication process. Furthermore, consolidating the
programs based on a formula distribution of funds would ensure a stable commitment of resources and

would dlow recipients to effectively plan for and address the issue of homeessness.

Although we recognize the vaue in increased production for permanent housing, we do not support
a separate permanent housing set-aside or competition. Permanent housing priorities should
not be determined by HUD through a comptitive process, but instead, should be determined by
localities based on loca needs. In addition, in a compstitive process, permanent housing funds are
likely to go to the communities that are more skilled a grant writing and developing housing projects,
placing communities that have homelessness needs, but are perhgps less killed in thisarena e a
disadvantage. Moreover, by dividing the dready low alocation for homeless programs, a separate
permanent housing program would lower the overdl portion available for formuladigtribution. Most
importantly, however, aformula grant program alows for more planning since it iseasier to planif a
community knows, relatively spesking, what funding will be available on an on-going basis. In order for
such a program to give sufficient funds to communities to carry out meaningful projects a the local levd,
it needs an gppropriation of at least $1.2 hillion. We urge Congressto provide at least $1.2 billion for

this homeless assistance block grant once it is enacted.

Hold Harmless Clause



We understand that trangtion from a purely compstitive structure to aformula method may be difficult
for some communities. It isfor this reason that we support atemporary “hold harmless’ clause for
those communities that have competed and received funding through HUD’ s Continuum of Care
goplication We recommend that these communities receive 100% of the average funding received in
fisca years 1995 through 1999 until aformulais developed. We support development of aformula
within one year of enactment of legidation and we ask that loca government representatives be
involved in the development of an gppropriate formula, dong with other interest groups and HUD.

L ocal Government Share

We support a 70/30 split of the funds, with metropolitan cities, urban counties, and consortia receiving
70% of the funds and States receiving 30% of the funds. This would mirror the distribution of the
Community Development Block Grant. According to HUD, in the FY 1999 Continuum of Care
Homeless Assstance comptition, atotd of 3,000 gpplications for funding were received. Of this
number, 2,581 applications were submitted by metropolitan cities and/or urban counties. Only 419
gpplications came from rurd areas, or non-entitlement areas. Thereisared need for homelessness
assistance in metropolitan cities and urban counties that requires an appropriate distribution of funds
through this block grant.

Continuum of Care

We support the “continuum of care’” concept. We bedlieve this offers a comprehensive gpproach to
identifying the needs of the homeless and developing strategies to meet those needs. The continuum of
care approach assesses heeds, inventories resources, identifies gaps, and coordinates public and
private resourcesto fill in the gaps and avoid duplication. It dlowsloca governmentsto work in
concert with their nonprofit, and in some instances state partners, to identify homelessness needs,
available resources and develop strategies to meet those needs. It is an approach that alows for
collaboration among different stakeholders including state and local governments, nonprofit providers,
for profit providers, locad businesses and charities and homeless and formerly homeess individuds. We
aso support including the * Continuum of Care’ processin ajurisdiction’s loca Consolidated Plan

Process.



Local Match

We recognize the importance of promoting public, private and non-profit partnerships in addressing the
homeless problem and have supported a 25 percent match in the past. We support aflexible definition
of match which includes cash and noncash contributions, supplementation from the subgrantees or
project sponsors (thisis currently alowed under the Emergency Shdlter Grants program), volunteer
services and labor, time and other contributions, other federa funds (as currently permitted under the
Emergency Shdlter Grants program). We aso support the inclusion of afiscd distress waiver and its
recognition of those jurisdictions for which amatch will be prohibitive to the operation of a homeless

assistance program.

Formula

Use of aformula-driven block grant program is the foundation of the consolidation approach. We
support using the greater amount of a hold harmless based on the annud average of grants received
from FY 1995-1999 or the CDBG formula until a better formulais developed in partnership by HUD
and the industry groups. We support a new formula being developed within one year of enactment of
legidation, and as previoudy mentioned, we recommend that Congress, HUD, and the nationd industry

groups work in tandem to develop an gppropriate formula

Allocation Units of General Gover nment

We are supportive of the definition of units of generd local government (who are digible for adirect
formula share of funds) to include not only metropolitan cities and urban counties, but consortia as well.
The inclusion of consortia supports regiona gpproaches to home essness and will aso provide an
avenue for funding for those communities who presently serve the homeess through the competitive

process, but would not receive funds through a formula grant.

We do urge Congress to alow gates to spend homeless assistance funds in entitlement areass. States
must be alowed the flexibility to use limited dollarsin communities most in need, which in some dates

may include entitlement aress.



Eligible Activities

We support abroad ligt of digible activities that include emergency assistance, prevention, outreach and
assessment, emergency shelter, trangtiond housing, permanent housing, Sngle room occupancy,
housing acquisition, rehabilitation, new congtruction, operating costs and leasing, rentd assistance, and
supportive services. Thisfar reaching ligt of activities will enable communities to implement a
Continuum of Care systemn for the homeless which best caters to the needs of the particular community.

We are opposed to the placement of spending caps on any of the digible activities. Caps limit local
decison making and the ability to respond to specific community needs. Communities should be
alowed to determine the nature of their homeless assistance programs based on their homeless housing

plans rather than federd dictates.

Administrative Costs

We support permitting jurisdictions to use up to 10 percent of their annua formula grant for
adminigrative cogs. Homeless programs tend to be more adminigratively complicated than many
other programs due to the number of nonprofit organizations involved in the program and their various
levels of expertise. We aso support the alowance of additiond funds for technica assistance for

grantees.

Project Renewals

The McKinney programs, such as Shelter Plus Care, have dready begun to experience escaating
project renewals and thiswill only likely to increase in the yearsto come. These renewas arein both
operating and supportive service categories as well as, more importantly, in renta assstance. A
possible solution would be for the rental assstance renewas to be funded through HUD' s Section 8
lineitem. We ask Congress to enact thisimportant step this year.

Mr. Chairman, that concludes my testimony. We look forward to working with you and the
Subcommittee in consolidating HUD’s McKinney Act Programsinto aformula alocated block grant
that provides discretion at the loca government level. Thank you for the opportunity to speak before



you today. | would be glad to answer any questions a thistime.



