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Intro to Panel

Good Afternoon.  I am Herman Russell.   I have been in real estate development since I was 16 years old.

I have the good fortune to have developed, built and managed 30 communities (3,136 units) under HUD’s 236 and 221(D)(4) mortgage insurance programs.  As a result of these efforts, I am the largest owner/manager of HUD Properties in Georgia.  In addition to the properties that I personally developed, my property management division currently manages 16 Section 8 Properties (2,169 units) and 19 Public Housing Communities representing 6,133 units.

Recently, I have developed, built and now manage 450 units in partnership with the Atlanta Housing Authority.  This was one of the first Public Housing Re-developments in the country that was financed with a FHA enhanced mortgage.  This community, The Village @ Castleberry Hills was formerly known as John Hope Homes, a public housing community 200 yards from my corporate headquarters.

I want to say that the HOPE VI program is the best program this country has produced to encourage mixed income housing.  HOPE VI programs have worked to improve the quality of life for people in and around these previously troubled areas.

Not only have we been able to rebuild housing that was “very troubled” but we have also been able to include community and supportive services programs to improve the lives of the families that live in these communities.

On the other hand, my FHA properties have no formal program to address aging and troubled properties.  The average age of my HUD Properties is 28 years, and in need of significant building improvements.  Outside of HOPE VI and Low Income Housing Tax Credits, there are no new production or rehabilitation programs to address the needs of residents with incomes below 60% of the medium income.

Due to recent changes in the HUD programs that govern privately owned assisted properties, private investors do not receive adequate return on their investments to serve as incentives to provide affordable housing and remain in the HUD programs.  Therefore, if your property is in a good location, your best investment option is come out of the Section 8 Program.  

Example:  the “Mark to Market” Program which was designed to reduce the rents has resulted in a reduction in the return to the owner.  In addition, the operating costs are being reduced to a level that will not support the social programs and security needs of these communities.  

Mark-to-Market is only a debt-restructuring program that pays attention to the physical needs of these aging properties.  These communities require more resources today than they did 20 years ago to address the support services, such as after school programs and security 24-hours a day.

In closing, there needs to be additional funds allocated to these communities, similar to the HOPE VI to address the social as well as capital needs for these assets. We recommend the following; 

· Provide incentives to develop troubled areas around these communities.  For example, low interest HUD loans for obtaining property that is next to the already developed areas.

· Develop a competitive grant program to be used for development of new housing stock and refinancing of existing stock.  This would be used to obtain additional financing, and decrease the debt service which would result in additional operating funds for support services and security.

I am proud to say I have never sold not one of my units.  I remain committed to working with HUD, and other federal, state and local authorities in improving the delivery of safe, decent and affordable housing in our communities.

I am one of few remaining owners or developers who remain committed to working with HUD and other agencies to

· Improve and increase the supply of housing stock for the under served.

· Provide needed support services thereby empowering and helping residents gain greater self-sufficiency.

Thank you for this opportunity.
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