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Drafr Tewtimony - Kevin Marchman

Chairperson Shays and Mambare of the Committee:

Thank you for inviting me to tcotify becfore your Committee
to digcuee HUD’e public housing rcoident cmpowerment iniciatives.
The Secretary and I apprccintc your concern that resident
programc are managed in a way to yield maximum performance. In
our rcinventing iniciatives we strive to administexr programs in a
reaponeible business-like manner and to provide the public
housing communities with appropriate techrdcal aspisiauce dud
oversight to produce the desired resulis.

I am aware that this hearing was called to principally review
the Department’s oversight of public housing resigent programs.
Concerns have been raised as te the effectiveness of HUD's
controls and if we can properly protect.against waste of tederal
funds. 1 will briefly address these concerns but tirst I would
like to review our ‘l'enant Opportunity Program.

Qurrently there are a number of resident programs
successtully in place: Youth Apprenticeships, HOPE 1, HOPE VI,
Family Investment Centers, Youth Development Initiative, Early
Chiildhood Development, Public Housing Dyug Elimination, and a
demonstration program with the construction trades to provide job
training. However, the Tenant Cpportunities Program (TQP) is the
only HUD program that provides funding to public and Indian
housing resident organizatione. This resident management program
authorized in 1987 under Section 20 of the U.S. Housing Act a6
*public Housing Resident Management" (RM) was written and
premoted by resident leaders. The Key program goal was to
provide training and technical assistance for residents to
organize their communities ard operate various resident-managed
programe.

While RM has been in operarion since 1S8R, Sacrersry
Cisneros has lead the Daparrmant in ashaping the program to be
mara raspnnsiva.to rapident’r needs and. equally important, hzs
provided the grant infrastructure to successfully manage this
program which has doublad in size since 1%83. The expansion RM
occurred after a meeting convened which'brought together a broad
repregentative group of national, regional, and gtate tenant
lesders. The group concluded that tha RM training program needed
toc be expanded from thae narrow base of recident management to 3
more flexible program to permit other rcoident management
activities -- such ap tenant patrolo and rcoident run buaincaacs.
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The flexibility would allow the resident groups to decide which
resident-managed initiatives would be best suited to theix
community‘s needs. To reflect this new and more flexible
approach, the name of this resident technical assistance program
was changed from Resident Management to TOP and new regulations
were issued to reflect these changes.

Since 1988, the Department has provided $72 million in
grante to over 900 resident councils/rasident management
corporations. A recent survey conducted by Aspen ahnwa thar nf
the 383 resident entities funded betweer 1988 to 1993. Of these,
38 or about 18% ave property management contracts, and 1981 or 50%
have contracted with public housing authorities to further their
remident management options. A later survey showed 235 of the FY
1988-1993 resident granteee shows that more than 1,824 jobs have
been created at about $3,500 per job, more than 1,900 recidentc
have benefitted from job training at about $3,200 per resident
and over 21,000 residents have benefitted from oupportive
services programs for less than more than $300 per individual.
Another ctudy completcd in 1993 by COX and Aesociatea shows
positive results from resident managed programe -- including
crime reduction, fewcr vacancies, and impreved project
maintenance, ae well as the creation cf jobs and businesses.

There are also success stories in communities all across the
countyy. For example, in Dallas, thie Ruselaud Howes Resldent
Management Corporation implemented & block worker program to
train residents in Lrash removal and trash pick-up and has
employed fifteen residents. The Yazoo City Housing Resident
Council has 15 residents who graduated from a community action
agency-gpongored micro-enterprise and as a result have their own
businessee in child care, trucking, and other areas. In Buttalo,
the Resident Council, in partnership with the Vista Program, has
trained 400 residents and many are now gaintully employed. In
Cleveland, lead-based paint abatement training was eponsored by
the Valley-View Tenant Management Corporation (TMC) -- thirty-two
residents are gainfully employed and two other courses are
offered by the TMC. I will provide for the record several
publications with recent success stories on the TOP Program.

Now let me address your CONCerns:
Top gxants and the NTQ conference

The use of (TOP) funds for travel by residents to a
conference in Puerto Rico, sponsored by a national, non-profit
organization., the National Tenants Organization (NTO). Again,
the TOP program is directed toward providing public housing
resident grantees with maximum flexibility to design educatrinn
and leadership initiatives tailored to their community needs.
Contrary to some accusations, the Department. did not help plan or
preapprove the logistics for this conference. NTO as an
independent organization was, and ig, reeponsihle faor asuch
meetings and conferences. As mentioned, a written statement was

@
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prepared by HUD to indicate this conference was an acceptable
training activity. However, such statements are not unusual and
have bean done for other conferences snd training programs.

While we recognize that training conferences are an important
part of educating residents to become self-sufficient, the
Department has concerns about the way NTO irresponsibly promoted
their conference, 3and the large number of residents from rhe same
communitier whn chofe to attend, parricularly in light of limited
federal remmurces. an expeditinus review of the TOP gquidelines
i¢ underway, and we intend to implement warranted reforms ae soon
as poasible.

WA Lmd ‘g TOP G Aoolicati

Vle underetand the concerne raiced regarding the 6 TOP granto
awarded in Wilmington, DE and agree that the awarding thcoc
contractc tec a conoultant who wao not procurcd in accordance with
the fecderal guidclincs and IIUD’e eubsequent approval of these
grants was an erroneocue error. GSubsequently, IIUD investigated
the situaticn and, as a result, cancelled the grants. I would
like to assure the Committee that the Department has put iatv
placed new controls to try aad pLaveuLthiB Liowm vcculiluy eyalil,
SLarling iu FY 1995, (he Deparlueul liidls auy oue
Leaines/consuliant [rom obtaining more than 50% of the funding
for each grant. Although this may appear to be a large
percentage, please Keep 1n mind that the majority of the TOF
grant funds are specifically for training and technical
assistance. 1In addition user-friendly program guidance was
issued explaining how to select a consultant and emphasizing the
use ot local corsultants to assure training is available locally
on an on-going basis. This has been reemphasized ar various
training sessior.s held during FY 1955. To further assist
residente in the selection of trainers/consultants, the
Department is in the process of develcping a system for
certifying and debarring trainers/consultants.

In addition to the aforementioned restriction on
trainers/consultants, greater specificity is beinq required in
the TOP applicant‘s description of the proposal including
emphasie cn specific performance measures. Before an application
process i1s culminated by the execution of a gant agreement, each
new grantee is required to provide a cetailed plan and line item
tudget that can be ussd as a basis for financial tracking.

RMC/PHA contraclisg: 1230 NQ:T,“ B!zz.ljﬂg[

With regarde to the concerns yon raired on rhe 1230 N.
Rurling RMC aontract with Chicsga Housing Ruthority, a1l RMC/PHR
contractr are reviewed hy the field offices faor rompliance with
sratutory and regulatory requirements. Currently, our field
~nffice ie lookirng into the ismve you raised regarding the amount
cf cperating subsidy provided to the RMC. (MORE INFO TO COMR)

The Department hae been very mindful of the need to raduce
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the potential for fraud, waste, and abuse in a grant program.
Since 1993, the Dapartment has put in place or strengthened the
TOP grants management infrastructure and systems as well asg HUD

Support structure to help prevent migsuse of federal funds and
properly adminieter the TOF program.

Following are highlighte of the major TOP grants management
reforms:

* 3 3 e

Utilizing tha 1OCCS cash managemgat system, all resident
grantees are now required to show how their expenditures relate
ta the key elements of their werk plan. To accure that therc is
proper set-up of the program, no more than $5,000 can be expended
until granteas have a complete fiocal aystem in place, as well as
a partnership with the housing authority. The initial $5,000 is
provided co that the resident organizationes can attend the
initial training workshops and set up their resident offices.
Moat significant, all grantees are instructed tu wove sleadily
toward their work plan goals or rigk the RUD field offices
providing item-by-item control of thiei: [unds o, a8 a last
resort, recapturing the grants. Since the program’s inception in
1900, 711,000 in grent funds lhas beeu revdplured. Please be
assured that the Department’s review of the TOP program will
include =crutiny of the HUD field offlve’s monitoring activities,
including whether additional TOP grants should be under tighter
fiscal cunl:iuls or recaptured. .

*Field monitoring of LOCCS.

The field office receives monthly LOCCs reports to review
tunding and program progress. Several items are reviewed every
month, including the amount of money spent for each of the major
tasks in the grantee’s work plan. 1If the office staff finds a
problem, the field office can freeze tha grant funds. <DONSEE

*Standards and coptrcle have been placed on the use of trainer-
sopgultants.

User-friendly program guidance was issued explaining how to
select a consultant and emphasizing the use of local conmultante
to assure training ie available on an on-going basis. Beginning
in FY 1995. restrictions were placed on tha ure of any ane
trainer (including but not limited to consultants) from obtaining
more than 50% of the funding for earh grant. Tt me re-emphasize
that the majority of the TOP grant funds are specifically for
training and technical assirrance. Tn araigt regident grantees
in selecting Qualified trainers, we are developing a system for
certifying and dabarving trrainer-consultants -- using the current
Drug Elimination Technical Assistance Program as the model.
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*The TOP grant tezm has been made more: xealistic,

Clients indicated that the prior requirement. of 18 months to
2 years was an unrealistic timeframe for reaident groups to
accomplish TOP goals. Therefore, ar a varult of consultation
with resident leaders and rheir housing authority partners, the
grant term for all TOP grantees was ex:iended to 3 to 5 yearo, at
the option of the grantee.

«The application apnd review pxoccpp woy atrengthened.

Beginning in FY 1995 TOP grant applicants were required to
cubmit greater detail about thc epecifics of their proposed
application; additional points were given if the applicaat
provided detailad performance measures. Since FY 1994, au
indepcndent processing panel of HUD field staff has caled dand
ronked grants utilizing an autcomated prograw LU ayggregdte and
rank the applicants. Detailed protessing/Lruining instructions
provided uniform guidance Lu Lhe Levilewers.

sae: aulomated gemi-anpual reportipg svetem w
Lo provide information Qn progress and accompliclments.

In addicion to requiring pertormance standards as a bonus in
the application process, grantees will be required to use a new
format in reporting semi-annually. This new reporting format
will provide detail cn pertoyrmance in an automated semi-annual
system now being implemented for the TOP program.

*Numerous workeho ' aff, resident arantees. and
theix housindg authori liance and promote results.
|

During FY 1994 and 1995, there were as many as 325 training
sessions for HUD resident initiatives field staff, housing
authority staff and resident leaders. We view the HUD field
staff as the front line in providing proactive technical
assistance and assuring that TOP and cther PIH programs
accomplish their stated goals and comply with all nutstanding
Tequirements. Just this month we are jgponsoring two workehops to
help accomplish our resident goals -- one To provide economic
development. training for resident leadere and thae other to train
HIM Haadmarters field operations etaff on their role in
facilitating progrece in resident programe. We plan to continue
training for field staff and clients, lunless budget oute curcail
HUD’s capability to provide adeguatae technical aeccictance and
overseight.

I am providing for the recoxd specific background on the
grant etructure of the TOP program to!further ohow the
improvement¢ in the Department’e granto managemcnt oyotcem aincc
199%. A& & part of our continual otriving toward excellence, we

G
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will review all current gquidelines and controls in the program
and expeditiocusly implement any reforms warranted.

I want to take the opportunity to share with you my plans
for improving the administration of Resident programs in the
office of Public and Indian Housing. Tha maintenance, care and
viability of Public Wonming depends on 'strengthening resident
gelf-reaponsibiltity. The priorities I have establicshad are an
ontgrowrh of three critical realities: firest, that all public
honeing programe, including resident initiatives will bo fundcd
Aifferently into tha future, --- HUD won't be dicpenoing granto
Airectly to resident groups, eince Congrecoc io largely
eliminating separate funding for such progromo. 1 want to aleo
point out that the greater eourcec of funding for resident
programs - PHA operating cuboidico, modernization undeyr the
Comprehencivo Crant program, and the Diug Climiration program ave
aloo becing aignificantly cut or altegether reduced. Unless
mitigated, these outcomes represent an|imm=nse putential Loz
wasteful disputes and competition uves llwlted resources at the
local level. To preveut aud reduce such negative fallout, HUD
will redirect and Lie Lhe objectives of public housing resident
gervives Lo helplug address current and on-going needs of PHAS TO
watiage, walutain and transform public housing. 1f ¥HAB are toO
arresl clsliug costs and eliminate waste, {t will be in the
induslzy’s best interest to aggressively implement section 3 tor
construction, management and maintenance, and to enlist the help
of regidents in establishing house rules and lease policies on
resident maintenance responsibilities.

‘'he gecond critical reality, is the imminent reform of
this nation‘s weltare programs. Before the year is out, a
majority ot households and families with children who live in
public housing will need to start complying with work
requirements established by State and’local governments. No
longer entitled to assistance, public housing residents who fail
to find work or reach the end of theiq assistance term, will lose
their eligibility and income. HUD can creatively and
constructively help residents and PHAe to respond to the impacts
of welfare reform and help avert new crises for public housging
and the pocr. PHAs with residents. will need to develop ceiling
rentg, and institute policies for disregarding certain income
based upon factual assessments of eite-specific and PHAwide
cocio-economic conditions. On a widespread basis, welfare rafarm
will algo require changes in public housing lasres and inoreased
learning by residents as ro naw duties and vesponsibilities. RAs
one means of probhlamsnlving, wae are supperting the Campus of
T,earnars iniriative, which on a voluntary basis involves PHAs® in
2 demarstration aof on-cite and off-gite intergenerational
raridart edurcarien for lifelong eelf-gufficiency. From thasa
sarringa, HUD hopes to produce uesable methods for a larger number
of pyblic housing communities, a@ the nation shifts away from
negative dependency programe that stifle the potential of poor
pecple to improve themselves.

©
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The third criticel reality has to do with tinally
recognizing that effects of de Iure and defacto segregation ot
minorities coupled with the igolation of the poorest of the poor
in public housing must be transformed as we move into the twenty-
first century. These urban zones of sacrifice weaken the heart of
our nation’s cities, jeopardizing the strength of our social
fabric .and commitment as democracy to extend equal opportunity to
all. The HOPE VI program, troubled agency recovery programs and
the Dapartment’s public housing homeownership authority are three
important avenues for sharpening resident involvement to achieve

cooperanion between the races, while embracing an ethic of self-
responaibility.

$o that HUD can hest respond to fheae incoming realities, we
are taking immediate measures within our Community Relarions and
Involvement Office to focus and inteqrate the administratian of
our rasident programg to achieve thaese priorities. A with
Department’e successful shift to PEA risk management, it will he
nececcary for us to clarify performance indicators for resident
scrvicceo and recident management, sat realistic but effective
targcts, mcaource rooulto achiesved by reeldent groups and PHAg,
and mct in to avert digastcr and abuoon. Becauce resources are
greatly diminished, we will be rcassecasing the cffcotiveneoc of
funds previcusly awarded under resident initiatives, as wcll ao,
Lhe exlenrt to which PHAs are providing residents with
opportunities under Section 3 in modernization, management and
gecurity. In light of our [indings, the Department will act
guickly to make adjustments, and Lo obLain Lhe cooperation of
FHAs, resident groups, and State and local agencies in solving
problems and promoting solutions.




