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Thank you Mr. Donovan and Mr. Ellison for caring about preserving the public housing 
program.  Thank you Mr. Donovan for all that you did helping PHA’s secure the Recovery Act 
funding for needed capital improvements.  Thanks for your commitment to work more closely 
with your Public Housing Industry partners on phase two of this legislation.  As I said in my 
August 26, 2010 letter, I support voluntary conversion of a portion of the portfolio.  Thank you 
Congressman Ellison for the call inviting me to meet with you so you could better understand my 
concerns about PETRA. I am grateful for that call, our meeting and for your abiding belief in the 
importance of the public housing program.  I know you truly get it.  

My outlook regarding PETRA II generally embraces views expressed by Sheila Crowley, 
President of the National Low Income Housing Coalition and Congresswoman Maxine Waters of 
California.  Sheila Crowley:  “that this bill is at best a work in progress.”  Maxine Waters:  “that 
for 8 years (she) fought the Bush Administration’s repeated attempts to eliminate the nation’s 
public housing stock, first slashing its funding, then enacting policies to limit the number of 
public housing units rebuilt…and that (she) “is afraid this entire concept of leveraging and 
mortgaging is based on the premise that we’ve given up on trying to adequately fund the public 
housing capital account.” 

I have not given up.  I am proud of my record over the last 30 years to help preserve the 1.2 
million units of public housing; a record that includes fighting attempts from the right to 
eliminate the program and from the left to over-regulate the program.  I am proud to be a small 
part of owning and managing this vital safety net program whose portfolio comprises less than 
1% of all the housing stock in America.  I am proud of the record of the St. Paul Public Housing 
Agency in providing quality, safe and affordable housing to over 20,000 people. 

It was in that spirit that I offered my August 26th letter to Secretary Donovan regarding PETRA.  
PETRA II addresses some of my concerns.  I appreciate the new language reinforcing that 
conversion is voluntary.  I also appreciate the language strengthening anti-privatization.  But my 
letter is still perhaps 75% valid and deep concerns remain with PETRA II.   
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I will only have time today to discuss eight of those concerns.  However, I have a handout that 
expounds on my own concerns and literally lists 200 issues and questions from resident 
advocacy organizations and industry representatives that need to be addressed by the 
Department.  This transformational legislation cannot be accomplished in a lame duck session of 
Congress.  Portions of it might be ready for adoption in three to five years. 

 

1. Industry Principles:  PETRA II builds on some of the principles articulated by the three 
public housing advocacy groups in September.  But more work remains.  A conversion 
initiative must have as its overriding priority the preservation of public housing.  HUD 
should propose and Congress should provide full funding for the Operating Fund and the 
Capital Fund.  Three of the 200 or so critical points needing additional work are: (A) rent 
setting: properties in low cost areas will not have high enough market rents to leverage the 
funding they will need to accomplish their modernization needs.  (B) “mobility” could create 
turnover rates that will jeopardize the property; will make the properties a portal to section 8; 
and isn’t fair to applicants on the section 8 waiting list that have more severe housing needs.  
(C) Regionalization of Section 8 could create an inefficient super bureaucracy that will harm 
applicants and remove accountability that local public governance provides.   
 
A handout of the Industry Principles for Recapitalizing and Preserving the Public Housing 
Stock is attached.  A link to it and others I reference today can be found at our website: 
www.stpha.org.   

 
Mr. Secretary and Congressman Ellison, please keep the dialogue open with the industry 
groups as PETRA II makes its way through Congress.  We have more work to do to perfect 
this bill before it can be passed into law.   

 
Furthermore Mr. Secretary, the PHADA response of October 6 to the Urban Institute paper 
on PETRA bears closer reading regarding “tone at the top” and substance on this matter. 

 
 

2. Ensuring Capital Fund Program (CFP) proportionality for the non-converted remnant 
public housing portfolio coupled with HUD being a stronger advocate for the remnant 
public housing portfolio.  Mr. Ellison, I appreciate your saying this was my strongest 
criticism of PETRA I.  It remains my chief concern.  Even if PETRA II becomes law 
tomorrow there would still be a remnant public housing portfolio of perhaps 750,000 units 
existing in perpetuity…assuming that conversion is truly voluntary.  I would like to work 
with you to craft an amendment to your bill ensuring there will be no net loss of capital and 
operating funding for the non-converted public housing portfolio.  Mr. Secretary, I would 
really appreciate hearing more from the Department about the positive, important role the 
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traditional, non-converted, public housing program plays in communities all across America.  
These are the PHAs that obligated the $4 billion Recovery Act funding in record time and 
created thousands of jobs, by the way…not some new hybrid PHA model envisioned on the 
PETRA drawing board.  And as I have written, submitting budget requests to Congress 
cutting the Capital Fund fuels speculation that the Department’s end game strategy for 
PETRA is forced conversion of all public housing coupled with eventual zeroing out of the 
Capital Fund.  Many of my colleagues remain wary of being “starved into submission” 
regarding PETRA II.  We will resist that.  

 
 

3. Fear of privatization:  PETRA II protections against privatization are better than round one. 
However, there is still notable concern about unintended consequences of adding debt to the 
public housing portfolio.  We already know that the “promised land” of Section 8 project-
based contracts is not foolproof.  Many properties in that portfolio are lost each year because 
they simply carry too much debt.  It is not an accident that the highly regarded Minnesota 
Housing Finance Agency initiated a program called the “Minnesota Preservation Plus 
Initiative” to identify which existing multi-family projects in Minnesota can be retained and 
which will be lost due to limited preservation resources.  This latest initiative builds on years 
of collaborative work by local funders to preserve existing multifamily projects.  HUD would 
do well to work with Minnesota Housing to learn from their nationally recognized efforts to 
preserve the existing multifamily project-based portfolio in Minnesota.  However, the fact 
that this initiative is necessary to preserve the privately financed affordable housing 
inventory (the world HUD says public housing must migrate to in order to survive), should 
be sobering for PETRA advocates and public housing preservationists. 

 
 

4. More on the Existing Public Housing Program:  Why am I pressing for HUD’s increased 
advocacy of the existing Public Housing funding model along-side a model converting a 
portion of the portfolio?  Because the existing model works for many PHAs across the 
nation.  Even with the perils of the annual appropriation cycle, many PHAs get the job done 
without the need for a new funding mechanism.  These include large PHAs like my own, as 
well as mid-size and small PHAs.  The high performing PHAs should be seen by HUD as its 
laboratory of best practices, including managing their assets with the money Congress 
currently appropriates.  These are the PHAs that embody former President Bill Clinton’s 
conviction: working hard and playing by the rules.   

 
Some examples from the St. Paul PHA:  High Performer designation by HUD for 20 
consecutive years;  99% occupancy of 4249 units for 15 consecutive years; average unit 
turnaround of 13 days “key to key” (on the approximately 800 units vacated per year); zero 
financial audit findings for 12 consecutive years; rent collections over 99% for 18 years; 
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consistently obligating all capital funds a full year ahead of HUD deadlines, awarding 
millions of construction dollars to qualified women, minority, disabled, and Section 3 
business owners each year; etc.   
 
And next year, we will complete a $34 million, nine year renovation of our largest family 
development, McDonough Homes.  Constructed in 1952, McDonough Homes is the PHA’s 
oldest and largest family development.  We began renovation in 2002 using approximately 
50% of our annual Capital Fund Program (CFP) award each year for construction contracts. 
We maintained 99% occupancy of the development during construction. We will complete 
this “HOPE VI scale” renovation without the need for private debt financing while 
preserving the housing resource for all existing residents.  No relocations.  No need for one-
for-one replacement.  No loss of inventory.  We accomplished this same feat years earlier on 
two separate 314 unit family sites.  Mr. Secretary, that is how a high performing PHA gets it 
done with current appropriations.   
 
And we are not alone.  PHAs all across Minnesota and this nation have this same record of 
accomplishment using existing appropriations and existing rules.  The nation’s largest PHA, 
NYCHA is a well run agency.  It could use some more money (as could all PHAs) but it has 
not lost any of its 160,000 units.  In fact, it just added 20,000 more.  Some leading PHAs 
have already expressed that conversion will work for a portion but not all of their properties.  
Many small PHAs, elderly properties, HOPE VI properties, and to some extent MTW 
agencies, will not benefit from PETRA II.  Keep this portion of the portfolio as is.  Be its 
champion.  It is far from broken.   
 
 

5. Reality Check on Two Stated Goals of PETRA:  The Department repeatedly cites the loss 
of 150,000 units of public housing over the last 15 years as a key rationale for PETRA.  Yet, 
HUD has approved the loss of each and every one of these units.  Over 25,000 units have 
been approved for demolition or disposition by this Administration in the last 20 months.  I 
understand there is a pipeline of units in process for disposition.  And I understand that many 
dispositions involve one-for-one replacement.  Yet if PETRA II became law tomorrow, is the 
Department confident these losses will end?  Where is the specific nexus in this legislation 
between conversion and loss prevention?  Even though we have lost 150,000 units, PETRA 
II is not specifically addressing preservation, either through its rent setting or its selection 
criteria which emphasize de-concentrating poverty and regionalization.  Thus, it may not 
accomplish the goal of preserving units and stopping the attrition.  Plus, by using criterion, 
such as “location” to decide whether or not to extend contracts, the bill opens itself up to 
actually losing more properties. 

The Department also repeatedly cites the existence of 12 or 13 separate rental assistance 
programs that would be streamlined and simplified under PETRA.  Of course, each of these 
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programs was created by an Act of Congress with distinct and often competing 
constituencies in mind.  For example, the Section 811 program is allowed by statute to 
provide housing for “disabled only;” the Section 202 program is allowed by statute to 
provide housing for “elderly only;” public housing is prevented from discriminating in a 
similar manner in its admission policies.  Is HUD really intent on seeking Congressional 
approval to merge all elements of these disparate programs?  I have not seen anything close 
to that in PETRA II.  Is this really program consolidation?  Seems more headline than fact.   
 
For public housing advocates, PETRA II seems to saddle public housing with even more 
regulation while the other 11 or 12 rental assistance programs are allowed to essentially 
operate as is.  We have been told by HUD officials to recognize as a “political reality” that 
the multifamily world will never accept all the public housing regulation (tenant protections, 
lease and grievance procedures, resident Board members, community service, Section 3, etc.) 
that would come their way if all 13 rental assistance programs were truly merged.  Is this 
fair?  What entitles that portion of the affordable housing portfolio to maintain firewalls 
“protecting” it from the “burdens” of the public housing regulatory world?  And if the public 
housing regulations and protections aren’t inherently in the best interests of all low-income 
residents and society as a whole, then why do they exist in public housing? 

 
 

6. Not a Level Playing Field:  Some PHAs desiring to convert their portfolio will be at a 
competitive disadvantage with their peers given the limitations of their enabling legislation. 
3200 PHAs with possibly 3200 different state enabling statutes or city charters exist in 
America.  The St. Paul PHA is restricted by our state enabling legislation to owning and 
managing the federally funded public housing and section 8 programs.  We cannot create a 
non-profit affiliate, which means we cannot access tax credits, which means we cannot avail 
ourselves of the best private financing tool out there, which means our cost of borrowing will 
be higher, which means our deals have greater risk, etc.   I know HUD has heard similar 
concerns from its own legal staff regarding restrictive state laws.  How has PETRA II 
addressed this significant issue? 

 

7. Other Preservation Bills and Initiatives:  PETRA II should be combined with the best 
features of Representative Frank’s preservation bill, with the best of the NAHRO/PHADA 
voluntary conversion bill, and with other sensible amendments that are likely to emerge.  
Certain aspects of Representative Frank’s public housing preservation bill (H.R. 5814) are far 
more appealing to PHAs than PETRA, including capital fund loan guarantees, utility cost 
savings, allowing the use of capital funds to create new public housing units, grants to 
convert public housing units to assisted living facilities. etc.  Each one of these provisions is 
workable and genuinely promotes preservation of this scarce and precious housing resource.  
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I hope Mr. Ellison and Mr. Donovan will affirm their support for these provisions of H.R. 
5814 and abandon competing or conflicting provisions in PETRA II.  

 
8. Consider making PETRA II a voluntary demonstration program with an evaluation 

component.  HUD has said the MTW program has value and is willing to allow a limited 
expansion.  Everyone wants to add an evaluation component to MTW, yet it affects only 
thirty-some PHAs.  Certainly something as bold as potentially “transforming” the entire 1.2 
million unit public housing inventory affecting 3200 PHAs deserves careful analysis and 
study.  Mr. Ellison, please consider a second amendment I will draft making PETRA II a 
voluntary demonstration program with rigorous evaluation.     
 

 
9. Hundreds of other Questions and Concerns.  Handout.  These and hundreds of questions 

will follow once PETRA II is formally introduced.  I maintain they all need attention, 
consideration, and detailed responses before PETRA II is ready for enactment. 

 

Conclusion:  I continue to believe that HUD and Congress have a permanent obligation to 
maintain a viable Conventional Public Housing program fully funded with annual Operating and 
Capital Fund appropriations.  Public Housing is

I will continue working with Secretary Donovan, Congressman Ellison, and others to advocate 
for adequate Congressional funding to preserve this crucial safety net program for the thousands 
of residents who rely on it for their health and safety.  Thank you for considering my comments 
and recommendations.   

 different from the other 12 rental assistance 
programs for all the reasons Congress continues to adorn it and only it, year after year, with 
special regulations as mentioned above.  The Department promotes all these existing regulations 
for public housing under PETRA II, while creating new “distinctions” for Public Housing 
relative to the multifamily portfolio, such as different standards for rent setting, and the huge 
topic of mobility.  No one, it seems, can resist layering the Public Housing program, and only it, 
with more regulation and social engineering.  A demonstration program converting a portion of 
the portfolio, coupled with incremental statutory changes (along the lines of H.R. 5814) makes 
far more sense.  The non-converted Conventional Public Housing portfolio must be championed 
and defended by HUD as job number one.  Residents and other stakeholders have a right to 
expect nothing less from the Department and all of us who work in this field. 

 
Jon Gutzmann 
Executive Director 
St. Paul Public Housing Agency 








































