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PRIVATIZED HOUSING: ARE CONDITIONS IMPROVING
FOR OUR MILITARY FAMILIES?

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ARMED SERVICES,
SUBCOMMITTEE ON READINESS,
Washington, DC, Thursday, December 5, 2019.

The subcommittee met, pursuant to call, at 1:00 p.m., in room
2118, Rayburn House Office Building, Hon. John Garamendi
(chairman of the subcommittee) presiding.

OPENING STATEMENT OF HON. JOHN GARAMENDI, A REPRE-
SENTATIVE FROM CALIFORNIA, CHAIRMAN, SUBCOMMITTEE
ON READINESS

Mr. GARAMENDI. My colleague, Mr. Lamborn, is definitely tied up
with voting that is going on in the Natural Resources Committee.
He will be along shortly. Mr. Scott will stand in for him and we
will pick up Mr. Lamborn. You can either——

Mr. ScortT. I will read his statement.

Mr. GARAMENDI. You will read his statement. Very good.

Before we get started, I request unanimous consent that a mem-
ber of the full committee be allowed to join us, Mr. Brown who is
behind me, and participate in the questions. And there is a formal
way. I ask unanimous consent that a non-subcommittee member be
allowed to participate in today’s hearing after all the subcommittee
members have had an opportunity to ask questions. Is there an ob-
jection?

There being none, the non-subcommittee member is recognized at
the appropriate time for 5-minute question.

Okay, with that the committee will come to order. Ladies and
gentlemen, I call the committee to order, the Readiness Sub-
committee, the Armed Services Committee.

Since February of this year, this subcommittee has been con-
ducting extensive oversight of the privatized military housing pro-
gram. We first heard about the systemic failures in the privatized
military family housing program from a panel of courageous mili-
tary spouses who provided graphic and disturbing testimony about
lead, mold exposure, rodent infestations, rude and dismissive house
management, and ineffective oversight of the program by the serv-
ices.

Then we heard from the assistant military service secretaries on
their efforts to address the failures of oversight that led to the
privatized military housing crisis and the plans of the services to
continue to make improvements. Today, we will hear from five of
the private military housing partners for their perspective and, im-
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portantly, their plans for bringing family housing back to the level
our military families deserve.

I also want to make one thing clear. While we do not have all
of the privatized military housing partners present today, that in
no way means that those who are not here are off the hook. We
are watching them. We expect them to do right by the military
families that they provide services to. Our oversight of this issue
will continue, and we are watching not only those five that are
here, but those who are not.

I have heard troubling reports about the Michaels Organization,
Michaels Organization/Clark Realty Capital. I am particularly con-
cerned by reports about the abusive use of nondisclosure agree-
ments. For all of the housing partners, whether you are here today,
I am putting all of you on notice that this committee will be watch-
ing, and we will not tolerate in any way the abusive and problems
that we have seen. It is deeply troubling that I am still, after these
months, getting reports that certain partners continue to show a
blatant disregard for the seriousness of the issues facing our mili-
tary families and, frankly, a lack of respect for our service mem-
bers and their families. They deserve better. While it is clear that
the private partners and military services have been working to
improve conditions and processes since we first heard from the
families in February, this committee and many of our members
still hear from concerned military families who continue to struggle
with getting quality resolution of the maintenance concerns and
some of the unprofessional property management staff. There is
work yet to be done and we will continue to follow up on these
issues until they are resolved to the satisfaction of the military
families and this committee.

One of the themes that has permeated our discussions about
privatized family housing is the issue of ineffective management
particularly at the installation level. The symptoms of this problem
have taken many forms including disrespectful customer service
personnel, inexperienced maintenance teams performing low-qual-
ity maintenance, and negative consequences resulting from wrong
contract performance incentives. We have heard about the Depart-
ment of Defense initiatives to address these issues, but because
day-to-day management is within the purview of the private part-
ner, I am interested in hearing what you have to say about what
you are doing to change the culture at the installation level.

As military services have recommitted to their oversight role,
they are working to improve their processes and refine the metrics
that we use to measure the performance of each housing project.
I am looking forward to hearing from our witnesses today about
the degree to which they are cooperating with these initiatives and
the steps that they are taking to ensure that the housing enter-
prise is as transparent as possible.

Counterproductive practices such as closing maintenance work
orders before the problems are resolved in order to artificially bol-
ster closure statistics or asking tenants to sign nondisclosure agree-
ments as a matter of routine when they move out of a unit are sim-
ply unacceptable.

As we move into 2020, the focus now must be on action. Not only
must corrective policies and processes be instituted across the en-
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terprise, but you must develop mechanisms to ensure the
sustainment of positive change and the sharing of best practices to
ensure our families receive high-quality housing regardless of
where they live. We ask our service members and their families to
sacrifice enough in service to their country. We will not accept sub-
standard housing as well. These families deserve better and this
committee will demand that they get the best.

[The prepared statement of Mr. Garamendi can be found in the
Appendix on page 33.]

Mr. GARAMENDI. Mr. Lamborn, thank you so much for joining us.
I have explained that you were in a committee markup casting
votes. I am sure that they were all to——

[Audio malfunction in hearing room.]

Mr. GARAMENDI. Mr. Lamborn, please.

STATEMENT OF HON. DOUG LAMBORN, A REPRESENTATIVE
FROM COLORADO, RANKING MEMBER, SUBCOMMITTEE ON
READINESS

Mr. LAMBORN. You will be just as satisfied. And thank you for
having this hearing. Thank you all for being here as witnesses.
Thank you for everyone in the audience showing your concern.

Today, we will hear testimony from five of the companies that
make the privatized military family housing model work. As some-
one whose district has almost 48,000 military members, and like
the chairman, I have also been deeply troubled by the lack of over-
sight of this program and our military families deserve better.

Our committee has heard significant concerns about insufficient
mold remediation and terrible customer service at numerous mili-
tary installations, most recently at MacDill Air Force Base Florida
and Fort Belvoir. We are not going to address them today, but
there have also been allegations of fraud in a few extreme cases.

Now, according to a survey released earlier this year by the Mili-
tary Family Advisory Network, 63 percent of Fort Carson respond-
ents who live in my district said their units needed better mainte-
nance, repairs, or remediation. The committee has heard horror
stories about mold, rat infestations, and what could generously be
described as poor customer service.

The Military Housing Privatization Initiative began as public/pri-
vate ventures or P/PVs in 1996 as means to modernize family hous-
ing, improve efficiency, and grow reserve accounts for future invest-
ments. Oversight of the program is challenging because each mili-
tary department manages their programs differently and the re-
spective projects are governed by unique legal agreements. The
Army has a total of 35 projects, the Navy and Marine Corps have
15, and the Air Force has 32.

Oversight is further complicated for Army and Navy projects be-
cause they are partners with the developers in limited liability
companies with both sides investing capital. My sincere hope is
that the attention the military family housing has received over the
last year has served as a wake-up call to both the military partners
and to the housing partners. We need this model to work, but not
at the expense of military families. Every dollar wasted through
mismanagement or incompetence diminishes the long-term viabil-
ity of the reserve accounts that are vital for future recapitalization.
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The House and Senate both passed significant bipartisan legisla-
tion in their defense bills this year and I look forward to enacting
meaningful reform. First and foremost among these will be a ten-
ant’s bill of rights. The military departments have an inherent re-
sponsibility to provide oversight for these projects. A recent Air
Force IG [Inspector General] report found “a pervasive mispercep-
tion that when housing was privatized it was effectively out-
sourced. Leaders at many levels did not actively engage as they
might have on other issues, based upon misunderstanding of their
authority.”

We have heard from Army families that some installation com-
manders characterized the government as the weaker or 49 percent
partner in these housing agreements, implying that they have lim-
ited means to address shortcomings. Oversight is inherently gov-
ernmental, and it is not optional. On some installations there is
confusion regarding the identity of the installation housing office
and the office of the housing partner or third-party management
company. It should be crystal clear to a family whether they are
speaking to someone representing the installation commander or to
a representative of the housing partner.

And we must simultaneously reform while preserving the finan-
cial footing of the privatized housing projects. A 2018 GAO [Gov-
ernment Accountability Office] report highlighted and found that
the military departments vary in the extent to which they use
measure of future sustainment needs and funding to assess project
sustainability. I am beginning to question the wisdom of the fiscal
waterfall and why the recapitalization accounts are only paid after
P/PV management partners and bond holders are paid. So, I look
forward to hearing more from our witnesses about their perspec-
tives on the program overall, the actions they have taken to ad-
dress any health and safety concerns and to improve customer
service. We would also appreciate their thoughts on improving the
overall program going forward.

Thank you, Mr. Chairman, and I yield back.

[The prepared statement of Mr. Lamborn can be found in the Ap-
pendix on page 35.]

Mr. GARAMENDI. Thank you, Mr. Lamborn. It has been good to
work with you on this problem and I know that we will continue
to do so.

I would now like to welcome our witnesses: Mr. John Picerne,
CEO [Chief Executive Officer] of Corvias Group, LLC; Mr. John
Ehle, President of Hunt Military Communities; Mr. Denis Hickey,
CEO of Lendlease Americas; Mr. Rick Taylor, President, Facility
Operations, Renovations and Construction for Balfour Beatty Com-
munities; and, Mr. Jarl Bliss, President of Lincoln Family Housing.

Gentlemen, your formal testimony will be put into the hearing
record. In the interest of time, which we are unfortunately limited
today because votes will occur sometime after 2:00, perhaps hope-
fully as late as 2:30, I would ask you to limit your testimony and
summarize to 3 minutes.

So, let’s start with Mr. Picerne. My apologies for the pronuncia-
tion.
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STATEMENT OF JOHN G. PICERNE, FOUNDER AND CHIEF
EXECUTIVE OFFICER, CORVIAS GROUP, LLC

Mr. PICERNE. Perfect. Thank you, Mr. Chairman, Ranking Mem-
ber Lamborn, and members of the committee. Thank you for the
opportunity to appear before you today. My name is John Picerne
and I am the founder and CEO of Corvias. I am here on behalf of
950 dedicated team members who support our service members
and their families. Many of our employees are veterans or spouses
of Active Duty military members. These talented people are gen-
erally committed to supporting those who protect and defend our
Nation. It is my honor to serve in this capacity.

When I was first introduced to the massive challenge facing the
Department of Defense with its struggling housing program, I was
moved by how poorly we as a Nation were caring for our military
personnel in what was the most personal way of all, their homes.
The DOD [Department of Defense] was committed to creating a
real long-term solution and with our experience I believed we were
well suited to help.

When I founded our company some 20 years ago, we set out to
create something that could fix the housing challenges that were
facing our military, and after 9/11 a very important job became a
vocation. When I was last on the Hill in February, I said I was
sorry in no uncertain terms. I apologized for the issues some of the
residents were dealing with. I said we would do whatever it takes
to do right by all of our residents. Today, I want to tell you a few
of the things that we have done since I apologized nearly 10
months ago.

Since early in 2019, we have been making changes in a concerted
effort to get back to the gold standard. The gold standard of resi-
dent service will be known when we have deployed service mem-
bers who are able to speak to their families about their daily lives,
what is happening at school and not about problems they are expe-
riencing within their housing. We will know that we have achieved
the gold standard when our residents talk about Corvias and the
things that they are doing at resident events, strong sense of com-
munity, and a team that has helped create a better living environ-
ment.

With that goal in mind, we added neighborhood staff to work di-
rectly with families. We moved our resident service call centers
back onto the installations so that our residents talk to somebody
right down the street as opposed to a central call station. We
launched the Corvias resident portal so that residents can use their
smart phone or laptop to place service calls, track progress, and let
us know if we have gotten the job done right. We established the
role of resident advocate to work as an ombudsman for those fami-
lies with more challenging issues. From the early days of the MHPI
[Military Housing Privatization Initiative] program it was well un-
derstood that to give our service members the homes they de-
served, the program needed to operate in a consistent state of de-
velopment, construction, and financing.

Solving the housing challenges has always been based on a reg-
ular investment in homes, building new homes while maintaining
homes both new and old and investment in these homes is an in-
vestment in the service member. That is why we have injected new
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money into the program, $325 million of private capital in 2019
with another $150 million prepared for 2020. We are also putting
close to $200 million to work from our partnership reserves, $675
million all together at no cost to the government.

These investments will be used to replace or completely upgrade
some of the most challenging homes we maintain. More than
16,000 homes we brought up to higher energy standards, like new
heating and air conditioning systems that give residents a better
home experience while saving the program nearly $300 million over
the course of the next 30 years. As someone who has been in the
program for nearly 20 years, I can say from personal experience
that the homes that we inherited were in terrible shape and in
many cases uninhabitable.

Through the MHPI program we were able to upgrade or replace
thousands of older homes in the early years. However, to date, 46
percent of our homes in our military portfolio were built before
1980 and some as old as 1870. As we look into the future, there
is a lot to be encouraged about and some real challenges as well.
The priority is to deliver gold standard resident service, service
older homes that cost more each year to maintain, and drive con-
stant investment in new homes and renovations.

Corvias will continue to work tirelessly for our families. We will
keep innovating, finding new answers to give service members the
homes and residence experience they deserve. We are proud to
serve our military women and men as we believe there is no higher
calling in our industry. I thank you for this time and look forward
to your questions and dialogue.

[The prepared statement of Mr. Picerne can be found in the Ap-
pendix on page 37.]

Mr. GARAMENDI. Thank you.

Mr. Ehle.

STATEMENT OF JOHN EHLE, PRESIDENT, HUNT MILITARY
COMMUNITIES, HUNT COMPANIES, INC.

Mr. EHLE. Chairman Garamendi, Ranking Member Lamborn,
and distinguished members of the subcommittee, good afternoon.
My name is John Ehle. I am president of Hunt Military Commu-
nities. Thank you for the opportunity to be here.

At Hunt, we are entrusted to build quality communities for
America’s heroes. We take that responsibility very seriously. Dur-
ing the Senate hearing in February, it became obvious to us that
there were families living in our homes whose voices were not
being heard. We lost their trust, we are sorry, and we want to get
it right. We have heard our residents loud and clear and we are
singularly focused on rebuilding their trust in us and improving
their living experience.

Over the past year, we have been working diligently on that
front. First, we recognize that quality homes and resident services
depend on open and regular communication with our residents. We
need to hear from all of our military families in order to address
their issues. We have made a number of improvements to make it
easier for our residents to communicate with us. In addition, we
understand that maintenance is a critical part of providing quality
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homes, and earlier this year, it became clear to us that we had sub-
stantial room for improvement.

While maintenance issues will inevitably arise, it is our goal to
provide professional, transparent, and timely service. In the last
year, we have enhanced maintenance processes, added key posi-
tions, and improved training. Finally, we are actively supporting
reforms to ensure the long-term success of the MHPI program. We
are by no means perfect and there have been times when our per-
formance has fallen short of our residents’ expectations.

We are committed to taking the necessary actions to rebuild the
trust between Hunt and our residents. We have made progress
over the past year, but our work is far from done. Thank you for
the opportunity to testify today. I look forward to hearing your
thoughts and answering any questions.

[The prepared statement of Mr. Ehle can be found in the Appen-
dix on page 53.]

Mr. GARAMENDI. Thank you.

Mr. Hickey.

STATEMENT OF DENIS HICKEY, CHIEF EXECUTIVE OFFICER,
LENDLEASE AMERICAS

Mr. Hickey. Chairman Garamendi, Ranking Member Lamborn,
and distinguished members of the subcommittee, my name is Denis
Hickey. I am chief executive of Lendlease Americas. Lendlease is
a proud partner of the Department of Defense and

Mr. GARAMENDI. Pull the microphone up closer.

Mr. HICKEY. Sorry.

Lendlease is a proud partner of the Department of Defense and
we have the privilege of overseeing 40,000 homes that contain over
130,000 people who call Lendlease communities home.

Mr. Chairman, the issues being discussed here today are critical
for both Lendlease and for me personally. No family, much less a
military family, should be subjected to living in substandard hous-
ing conditions and I reiterate our apology for any creation that we
have caused in this instance.

At Lendlease we are proud of the work we do to take care of our
military families. However, we realize we have more work to do
and we must continually improve. As an example, Lendlease proc-
essed over 400,000 service orders per year. Last month, we proc-
essed approximately 25,000 service orders across our homes. Pleas-
ingly, 97 percent of these orders were successfully completed on
time and function. We think this is a good result and we are proud
of that. However, it does mean that 3 percent of those orders were
not effectively processed on time and that is the big issue.

So, Mr. Chairman, members of the committee, that 3 percent is
my central focus. What can we do to get that number down? How
can we take care of these families more quickly and more effec-
tively than we currently are? On the road to improve our perform-
ance, we have recently taken the following steps.

Firstly, we have significantly increased our focus on customer
service. We have added new staff, new suppliers, new contractors,
and have instituted new training modules to train our staff. For ex-
ample, we have instituted a maintenance academy to train all of
our maintenance people. Secondly, we have introduced new resi-
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dent smart phone app. This contains a volume of information easily
accessible to residents, including the ability for them to initiate and
track service requests. The use of this app has doubled in the last
6 months across our communities.

Thirdly, we have introduced new mold-inhibiting protocols. These
include new mold painting techniques, enhanced filter protections,
new ventilation systems, and other initiatives. Fourthly, we are
continuing to invest in digital technology to improve all aspects of
our business. This includes modules that improve customer service,
greater data analytics, and the adoption of digital twin technology
that better uses predictive maintenance technology across new
homes being built.

Finally, Mr. Chairman, I am particularly proud of the work that
we have done in establishing the resident advisory boards in our
communities. Our objective is to create an open and transparent
environment where residents work collaboratively with us in order
to create an active and engaged community. We looked to other
sectors for inspiration and identified the school and PTA [Parent
Teacher Association] model as the benchmark. We all know that
when you see a strong PTA, you see a strong school.

Similarly, our resident advisory boards are designed to allow
residents to regularly engage with both Lendlease and the local
command to work together to ensure housing issues and quality of
life concerns are addressed and best practice is shared. Our goal
is to have one neighborhood representative for every 400 homes
and these representatives become members of the resident advisory
board. In addition, Lendlease project director and garrison rep-
resentative are members of this board.

We believe this initiative is already having great impact and this
is evidenced by the correspondence I received last night from the
Safe Military Housing Initiative which was founded by some of
those military spouses who appeared before the Senate committee
earlier this year who asked me to read this statement on their be-
half today.

“Lendlease and their team have embraced some of the toughest
critics by sitting down and building a relationship with them.
These relationships have benefited the project companies and the
residents on a micro and macro level. Lendlease is leveraging their
best staff to help build best practice and better serve our military
families. By closing gaps and changing cultures at the local and
corporate levels, Lendlease has been able to build relationships
with their staff, government offices, project companies, family advo-
cates and, most importantly, the residents to improve program
work and its efficacy.”

Mr. Chairman, we appreciate the work this committee has done
to find sensible solutions to improve the quality of privatized mili-
tary housing and we remain committed to being part of the solu-
tion. I look forward to your questions.

[The prepared statement of Mr. Hickey can be found in the Ap-
pendix on page 69.]

Mr. GARAMENDI. Thank you.

Mr. Taylor.
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STATEMENT OF RICHARD C. TAYLOR, PRESIDENT, FACILITY
OPERATIONS, RENOVATIONS AND CONSTRUCTION, BAL-
FOUR BEATTY COMMUNITIES

Mr. TAYLOR. Good afternoon, Chairman Garamendi, Ranking
Member Lamborn, and distinguished members of the subcommit-
tee. My name is Rick Taylor, president of Facility Operations, Ren-
ovations and Construction for Balfour Beatty Communities and I
appreciate the opportunity to testify before you today.

We take the responsibility of serving those who serve our country
very seriously. We have heard your concerns and those of our resi-
dents loud and clear, and on behalf of Balfour Beatty Communities
I would like to apologize for having fallen short of the high stand-
ards our military families deserve. We are working hard to regain
the trust and confidence of our residents and our military partners.
This has truly been a humbling experience. We have learned a lot
and we realize we needed to transform many of the ways in which
we do business in order to improve our residents’ daily living expe-
riences. That transformation is underway today and I would like
to highlight just three of our transformation efforts with you now.

First, we have reorganized. This includes my appointment as
president for Facility Operations, Renovations and Construction.
This means there is now a president in charge of and responsible
for all military housing maintenance activities. The reorganization
puts me at the table with our most senior leaders in the company
to ensure the highest levels of oversight and the keen focus on
maintenance issues and resident support services.

As a former Navy Civil Engineer Corps officer, I am especially
sensitive to the types of challenges and concerns and I am fully
committed to providing solutions. Additionally, we are appointing
a senior executive to the role of transformation director, another
completely new position. This individual will be responsible for en-
suring that an effective change management program is in place
across our entire military housing portfolio.

Second, we are transforming our approach to maintenance and
customer service. We have delivered live, mandatory code of con-
duct training to our employees to underscore the importance of
business integrity and ethics. We have also delivered enhanced cus-
tomer service training to our employees to reemphasize our com-
mitment to best practices and high standards. We recently ap-
pointed a new vice president of training and we have added 130
professionals to our military housing staff, and we are empowering
our residents with more transparency and control over their work
order requests. Third, we are improving our mandatory environ-
mental training for all facilities management employees, have in-
creased monitoring of all homes for life, health and safety, and par-
ticularly mold and moisture issues. We have supplemented our
local teams with additional third-party specialists, teamed with a
national HVAC [heating, ventilation, and air conditioning] serv-
icing and maintenance company, and have hired regional environ-
mental specialists to advise our local teams, monitor environmental
processes and projects, and manage that communication with our
residents.

I also want to make myself clear on a particularly sensitive issue
for us. Balfour Beatty Communities takes the issue of fraud very
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seriously, including the allegations that certain members of our
staff handled work orders inappropriately. We are already cooper-
ating with the Department of Justice with respect to its own civil
investigation into these allegations. Simultaneously, we have in-
structed our external counsel, Hunton Andrews Kurth, to lead an
investigation across our entire military housing portfolio. Hunton,
in turn, has engaged PriceWaterhouseCoopers, a leading forensic
accounting firm, to undertake an extensive review of the work
?rder system used to support our submission to request incentive
ees.

To summarize, over the last 9 months, we have made efforts to
transform and strengthen our management structure to increase
staffing in a strategic, focused, and smart way to address our cus-
tomers’ concerns. Going forward, I remain encouraged and 100 per-
cent committed to the success of the MHPI program.

I want to thank Members of Congress and your staff for reforms
you are undertaking in the fiscal year 2020 NDAA [National De-
fense Authorization Act]. We support many of the MHPI provisions
offered in the House and Senate versions, reforms that I believe
will strengthen the program. For example, we wholeheartedly sup-
port the creation of a resident bill of rights, a common lease, a uni-
form mold policy, a uniform resident displacement policy, and
standardized incentive fee metrics.

These are responsible and thoughtful reforms that will focus ev-
erybody, the Department of Defense, military providers, our resi-
dents, on standards and agreed-upon processes. The reforms will
minimize ambiguity, enforce oversight, clarify responsibilities, and
allow everybody’s voice to be heard. I support these efforts and I
believe the MHPI program will be improved because of them. Our
customers deserve the very best and we are determined to deliver
for them.

Thank you for your time and I look forward to your questions.

[The prepared statement of Mr. Taylor can be found in the Ap-
pendix on page 82.]

Mr. GARAMENDI. Thank you.

Mr. Bliss.

STATEMENT OF JARL BLISS, PRESIDENT, LINCOLN
MILITARY HOUSING

Mr. BLiss. Chairman Garamendi, Ranking Member Lamborn,
and members of the subcommittee, on behalf of Lincoln Military
Housing, thank you for the opportunity to testify before your sub-
committee today. My name is Jarl Bliss and I am the president of
LMH. Our company welcomes this subcommittee’s oversight of the
Military Housing Privatization Initiative. We hope you share our
view that despite recent setbacks, the MHPI is a valuable program
that has improved the quality of military housing over the DOD-
managed housing of the last century. We also welcome your over-
sight of LMH’s ability to deliver the high-quality housing and prop-
erty management services our Nation’s heroes deserve.

Over the past year, our company has listened carefully to the
concerns some families have expressed about the quality of their
LMH housing. More than 1,200 LMH employees, many of whom
are veterans, military spouses, or have members serving in the mil-
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itary, wake up every day to serve our families with honor and in-
tegrity. But it is obvious that some of our families feel we have
come up short. As the president of the organization, I apologize to
our military families for the times that we have failed to live up
to expectations.

Beginning in 2017, working with military families and advocacy
organizations, LMH undertook a holistic review of our policies and
procedures to explore how we could improve. We identified, devel-
oped, and implemented several reforms to address two main goals.
The first was to improve the quality of our homes and services. The
second goal was to make reforms that establish a culture of trust,
transparency, and dialogue with our residents. I am pleased that
as I sit here today, many of those reforms have been implemented.
Let me list a few of these for you.

First, we have worked with a military family organization to
identify and place advocates in over a dozen of our communities
with more in the pipeline. These advocates seek to identify issues
before they become problems and try to work with the families and
Lincoln to resolve them. Second, our on-the-ground property man-
agers and personnel have set a goal of proactively knocking on resi-
dents’ doors even when there is no work order pending, just to
check in with the resident and ask if there are any issues with the
home that we need to address. In addition to addressing issues
with the home, this reform also helps reestablish a culture of trust
and dialogue with the families.

Third, we have been responsive to requests from residents for im-
proved access to communications tools. We have significantly im-
proved our mobile phone app that enables residents to submit and
track work orders. We still maintain our call center in San Diego
for those who prefer to call in work orders. And fourth, we have
worked with our service branch partners to get public health and
medical experts involved in cases involving environmental hazards
more quickly, and Navy and Army have given us access to doctors
and specialists who help both us and our families understand when
a family should be moved while remediation is performed. These
are just a few of the reforms we have undertaken. We are in the
process of making further reforms, many of which we believe are
consistent with several provisions in the HASC [House Armed Ser-
vices Committee] and SASC [Senate Armed Services Committee]
marks of the NDAA. As your subcommittees look at how LMH and
other P/PVs are performing, I look forward to working with you
and our DOD partners to explore new and creative ways to improve
our military families’ experience in our housing. We understand
that the issues are not just about fixing drywall, but repairing a
culture of trust with our residents, a culture that recognizes the
dignity of their service to our Nation.

I look forward to your questions and, more importantly, to work-
ing with you to address the concerns of military families.

[The prepared statement of Mr. Bliss can be found in the Appen-
dix on page 96.]

Mr. GARAMENDI. For the committee members and our guests, we
are scheduled votes probably about 15 minutes from now, so I am
going to pass on my questions and turn to Mr. Lamborn and then
take as many of our colleagues as possible.
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Mr. Lamborn.

Mr. LAMBORN. Thank you, Mr. Chairman, and for having this
hearing. Thank you all for being here. My first question or two, I
just want to go down the line and have a yes or no answer for the
sake of time.

From your perspective, do your companies have a 51 percent con-
trolling position in the privatized military housing agreements?

Sir, if you start and go down the

Mr. PICERNE. The answer is no

Mr. LAMBORN. Okay.

Mr. PICERNE [continuing]. Representative.

Mr. EHLE. The answer varies from property to property.

Mr. LAMBORN. Okay.

Mr. EHLE. So it is not as simple as yes or no.

Mr. LAMBORN. Okay.

Mr. HicKEY. Whilst the structure may look like that, it doesn’t
operate like that.

Mr. TAYLOR. No, sir, we do not.

Mr. LAMBORN. Okay.

Mr. BLiss. As Mr. Hickey said, the structure may say that, but
the operating agreements don’t call for that sort of control.

Mr. LAMBORN. Okay, thank you.

And do you agree that the government and the military has a le-
gitimate oversight responsibility for the P/PV initiatives?

Mr. PICERNE. Absolutely. Yes, sir.

Mr. EHLE. Yes.

Mr. HICKEY. Yes.

Mr. TAYLOR. Yes, sir.

Mr. BLiss. Yes, sir.

Mr. LAMBORN. Okay, thank you. I am sure there are some great
questions about specific remediation progress or lack of progress
that you are making but let me jump into the financial side of
things. Should Congress intercede and require that we restructure
the waterfall agreements so that the result would be that reinvest-
ment accounts have to fully paid up before everyone else gets paid?

That is something that would be a radical departure, but it is the
kind of reform that we may have to look at. Any thoughts on that
that you would like to offer?

Mr. PICERNE. So, Representative, I think that as the program is
currently structured, it was set up and is set up so that we can
continue to advance investments and have continuous investments
if allowed to do so. Working with our DOD partners and with sup-
port from Congress, I think we can get there without having to go
through tremendously radical changes. I do believe though that an
adjustment in the waterfall to make sure that investment is con-
sistent would be of benefit.

Mr. LAMBORN. Okay, any other thoughts or comments? Thank
you. Mr. Taylor.

Mr. TAYLOR. Congressman, I think certainly it is worthwhile to
consider, you know, everything should be on the table for consider-
ation, but I would say that, you know, we have lending agreements
that, you know, would have to be maintained such that debt serv-
ices is paid where it is currently prescribed in the waterfall.
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So that being said, you know, if we didn’t disrupt that then I
think that we should certainly be having that conversation about
figuring out a better way to ensure long-term sustainability.

Mr. LAMBORN. Okay. Any last thoughts on that and then I will
switch to another question.

Mr. HickeEy. No, I support—Congressman, I support that posi-
tion. I think at the end of the day the objective is to make sure
there is sufficient capital in the reserve account to undertake out-
of-year development. There are a variety of solutions to do that. I
think, you know, the interest of bondholders and debtholders need
to be, you know, factored in mind and so therefore it would be a
complex arrangement to undertake.

Mr. LAMBORN. Okay. And, lastly, for the sake of time, I will fin-
ish with this. Could someone comment on what we could do here
in Congress to make your job easier so that the finances work bet-
ter, so that the investments can be made to keep properties as high
of quality condition as possible, so is there something, anything
like with the scoring that OMB [Office of Management and Budget]
calls for that we should reexamine?

Mr. PICERNE. So, Mr. Representative, I think that if we went
back to the premise on the program, or the beginning of the pro-
gram was based on what was known as the “Raines Memo” from
OMB that was rescinded over time, so we start out with the right
program and the right investment philosophy and the right invest-
ment thesis, but then change the game midstream.

So, if we just went back to that original scoring methodology that
would continue to allow us to add additional, which was always the
premise, additional funding sources on a going forward basis. So,
if we kind of went back to the original rules, I think we would be
able to solve many of the investment challenges.

Mr. LAMBORN. Anyone else on that?

Mr. Hickey. No, Congressman, I agree with that. I think the
scoring process could be reviewed. I think at the end of the day,
looking for additional sources of funding is proactive if we can do
that, you know, across the structures. Also, I think the other issue
that is around the BAH [basic allowance for housing] process and
I think that process is set annually. And whether it goes up or
down regarding, you know, where it sits within relative outside the
base accommodation, I think probably the optics about how that is
determined is something that is very vital because that is the rev-
enue source of the bases in its entirety. So maybe some trans-
parency around the optics of how the BAH is calculated would be
beneficial.

Mr. LAMBORN. Okay. Okay, I want to thank you all.

Oh, Mr. Bliss, did you want to finish?

Mr. BLiss. Yes, sir. I just wanted to add, I also would say any-
thing Congress could do to create flexibility on financing that we
could use private sector tools without having scoring issues, I agree
with Mr. Picerne on that.

Mr. LAMBORN. Okay, thank you for your input.

Mr. Chairman, I yield back.

Mr. GARAMENDI. I thank you, Mr. Lamborn.
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Presumably, votes will begin shortly. We are told that we are ex-
pected to be off the floor and back here around 2:30. So we will
break and then, without objection, we will break and then return.

Ms. Horn, you are next.

Ms. HorN. Thank you, Mr. Chairman. And I want to thank this
entire committee for the work that we have done on this incredibly
critical issue, in a bipartisan way, and I think the beginning of the
work that we have done in the NDAA for this year is critically im-
portant.

But I want to dig in a little bit more to the issues that we are
talking about and what this means for our military families, be-
cause the first time I heard about these issues was at a town hall
in January and a mother showed up and brought pictures of the
housing that they were living in, told me about the conditions and
the health impacts that their families at Tinker Air Force Base
which, Mr. Taylor, is a Balfour Beatty property.

And I was angry and frustrated and hoping it was a limited
problem, but sadly found out that it was not and this is why we
are here today, because the issues that have already been laid out,
the infestations, are rampant across Tinker and it is one of those
things that is so outrageous to me that we are not taking care of
our service members and their families in the way that they de-
serve, these people that are putting their lives on the line.

And Balfour Beatty has responsibility for 55 different facilities
across 26 states, 43,000 homes and 150,000 people. That is not an
insignificant impact and I am incredibly disappointed that you
have failed to live up to your responsibility for taking care of the
people that are living in these houses. It 1s cheating our military
families and our taxpayers, and I have seen it firsthand. My staff
and the Secretary of the Air Force and others were just out at Tin-
ker again, there are ongoing problems, and I wish that I could say
that things were all better, but they are not. Because while
things—while there has been some progress, it seems like every
other week there is something else that is coming out, toxic mold,
safety hazards, and just week before last, November 20th, yet an-
other report that maintenance records were being falsified to get
Balfour Beatty payments that they weren’t entitled to. This is not
an isolated incident because there are already 65 documented in-
stances over 2016 and 2017 of falsified maintenance records.

And according to this same November 20th report, employees of
Balfour Beatty had systematically doctored records, not just at Tin-
ker Air Force Base, but at two other bases. This is a systemic prob-
lem and one that we have to fix, and you have a lot of work to do
to fix it. The image behind me is an image of one of the homes that
was brought to me by the families living there at Tinker Air Force
Base.

So, Mr. Taylor, my question to you is, even if times have im-
proved, is this someplace that you would want to live or allow your
family to live?

Mr. TAYLOR. Congresswoman, that picture is unacceptable, abso-
lutely unacceptable.

Ms. HorN. Thank you. I appreciate that. It is just, to me this is
unconscionable, and we have to fix it and it is going to require a
lot of effort. It is going to require getting down to the heart of the
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problem. Not just putting Band-Aids and painting over things and
patching walls which may make it look good for a few moments,
but it is basically like putting Band-Aid on a gaping wound and
that is what people have been living with in far too many places
and we have to get to the heart of this issue.

In fact, I just spoke to the Secretary of the Air Force earlier
today and what we talked about was the need to get down—and
this goes for everybody—we have got to get down to the heart of
this issue. We have got to stop putting Band-Aids on gaping
wounds. We have to identify and get down to the core of the issue.

So my next question to you is, will you commit to making what-
ever investments are necessary to put in place long-term solutions,
solutions of culture, solutions of reorganization, and if it needs to
be tearing down properties and starting over to get to the heart of
these issues so that we are doing right by our military members
and their families?

Mr. TAYLOR. Congresswoman, I alluded to it in my opening re-
marks. We have made significant changes in the way that we are
conducting our business. Putting clear line of sight for the technical
issues, these fall in that area, a clear line of sight all the way up
to the top of the organization and that rests on my shoulders. And
so, I am committed to and I shall be held accountable for the
changes that we need to make.

Ms. HORN. I will be holding you accountable to that. And since
I only have a few seconds left, I also want to follow up with one
final question. From the documents I have seen it appears that
your company earns about $4.3 million in performance bonuses
each year on these properties. Over these years that is tens of mil-
lions of dollars in performance bonuses that were paid out while
documented evidence that Balfour Beatty—and it doesn’t matter if
it was an employee down the line—Balfour Beatty was falsifying
maintenance records, tens of millions of dollars.

What I want to know is that will you commit to taking every sin-
gle penny at least of this money that was paid based on falsified
maintenance records to invest that in fixing the problems at all of
these housing units.

Mr. TAYLOR. Congresswoman, as I mentioned, those allegations
are quite shocking to us and we are undertaking a thorough re-
view. I mentioned that we have invested with outside counsel to in-
vestigate that. The Department of Justice is undertaking an inves-
tigation into those very same issues. We have committed to pro-
viding the results of our findings to the DOJ. In the event that we
are found to have falsified records, then we are absolutely com-
mitted to refunding any incentive fees received back to those
projects. And, further, in the event that any of our individuals are
found to be at fault, not complying with our code of conduct which
we take extremely seriously, to the extent that we find that any-
body has strayed from our code of conduct, we will take appropriate
disciplinary action no matter where they sit in the organization.

Ms. HORN. Mr. Taylor, I am over time. I just think that it is im-
portant for us to say we are going to continue to work on this. But
the confidence that our communities have and that our service
members have and their ability to trust their families to your care,
collective care, has been seriously eroded and it is going to take a
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lot of work, transparency, and contrition to get to the root of this.
Thank you.

Mr. GARAMENDI. Thank you.

Mr. Scott.

Mr. Scorrt. Thank you, Mr. Chairman and Ranking Member
Lamborn. In February, we had a roundtable with the spouses and
military members affected by these housing issues, and I want to
tell you that I found those spouses and those soldiers that were
there, primarily spouses, to be extremely professional and credible.

And I was a little taken back at a couple of things. One of the
things that I was taken back at—it is our fault or the DOD’s
fault—I don’t think our base commanders and I don’t think the
DOD took this issue serious enough in many cases. I think where
we had good base commanders it was taken serious and then in
other areas maybe poor base command allowed part of these things
to happen.

But the primary issue that got my attention was the complexity
of the landlord/tenant contract written by lawyers of extremely
large corporations that you represent that is then handed to a sol-
dier who may be, quite honestly, just out of high school in many
cases. And so when you hand these service members the contracts,
there are provisions in these contracts and the mediation contracts
that are intentionally designed to and have the impact of financial
intimidation of our service members and their families that say
that if they take you to mediation, if that is their only course of
action where they can resolve the issue and they don’t win, then
they have to pay your legal fees.

And so, my question is this, are these provisions still in your con-
tracts? And we will just go down the line.

Mr. PICERNE. To the best of my knowledge, Congressman, we
have been adapting the provisions to not have any forms of that
type of language, languages of intimidation or languages that
would provide remuneration back to us as a company if a suit was
filed and/or filed forcefully.

Mr. ScorT. Let me move—Mr. Ehle, yes or no?

Mr. EHLE. All of our lease forms are under review and in fact the
industry is working on a common lease form that would——

Mr. Scort. All right. That is not a yes or no, so I will assume
that you still have the intimidation provisions.

Mr. Hickey.

Mr. Hickey. Congressman, to the best of my knowledge they
don’t exist in our contracts.

Mr. ScotT. Mr. Taylor.

Mr. TAYLOR. I am not aware that they exist, but I can tell you
that we have never pursued recovery of those fees from residents.

Mr. Scort. Mr. Bliss.

Mr. BLiss. They do still exist, but we are in the process of work-
ing with the services with their approval of removing those clauses.

Mr. Scort. Okay, thank you. I think though when we have our
landowners—I think when we have our soldiers’ bill of rights, hous-
ing bill of rights, I think those provisions will be struck; that that
is unacceptable to me to ask an 18-year-old soldier straight out of
high school to sign a contract that makes him responsible for the
legal fees of a multimillion-dollar corporation.
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With that, Mr. Chairman, I would like to yield the remaining
provisions to my colleague from North Carolina, Ms. Stefanik. I am
sorry. New York.

Ms. STEFANIK. That is all right, Mr. Scott.

Mr. ScortT. You talk like you are from North Carolina.

Ms. STEFANIK. No, I talk like I am from New York Upstate.

Gentlemen, thank you for being here today. Earlier this year, we
heard from the services and military family members and it was
really stunning to hear about the challenges that these military
families have faced. I have the honor of representing Fort Drum,
home of the 10th Mountain Division, the most deployed unit in the
U.S. Army since 9/11, so these are families that have faced mul-
tiple, multiple deployments in Iraq, in Afghanistan, around the
world, and it is extremely important to me that they not have the
stress that their family members face at home because of housing
issues. So, Mr. Hickey, as you know, Lendlease is the primary pri-
vate partner for the Mountain Community Homes and the Timbers
located at Fort Drum. And I want to ask you, for the record, be-
cause this gets to this feeling that people don’t have a voice and
they don’t have an adequate response time when there are com-
plaints, if a military tenant has a complaint or concern how can
they absolutely count on Lendlease to address this concern in a
timely, professional, and adequate manner? And, most recently,
snow removal has come up in the north country. I know some of
you don’t face that, but that is a significant concern and came up
at a town hall just recently.

Mr. Hickey. Thank you, Congresswoman, for the question. You
know, we operate in actually very clear protocols of responding to
inquiries. We give residents multiple access points to of any con-
cerns they can come straight to our project director. They can come
through our customer service. They can come through our resident
apps. We monitor all of the requests digitally, so it is all done
through a system so it is not a manual process, and we can track
anything that is not monitored or not assessed in time comes as
an exception to us.

And so, we have a management regime looking at the things that
are not addressed in an appropriate manner. I think in addition,
the residents advisory board that we have actually put in place,
which we will be rolling out onto Fort Drum as well very soon, is
the other forum for which residents can get voices and access in be-
cause we will have those community representatives on small areas
and making sure that there are several opportunities for them to
get heard and get opportunity to voice their concerns or ideas
proactively or negatively.

Ms. STEFANIK. Thank you, yield back. I will do my round after.

Mr. GARAMENDI. I thank—I will turn to Ms. Houlahan.

Ms. HouLAHAN. Thank you, Chairman. And thank you, gentle-
men, for joining us today. And just by way of background, I am
third-generation military. My mom was a resident of military hous-
ing as was her six brothers and sisters. I was a resident of military
housing as was my brother. I have four Active Duty cousins right
now who serve. We represent the Army. We represent the Navy.
We represent the Air Force.
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I also was an educator in a community that was very, very un-
derserved in the population and lived in very—housing conditions
that looked a lot like this. And as an educator and a person who
lived in housing like this, I can say that I really worry for the chil-
dren. You know, I worry for the children who are exposed to lead
and who are exposed to mold, and I am worried that what I am
hearing is that people are not using the word “mold” because it
would create problems and they are creating, your organizations
are creating kind of the opportunity to sort of hide things.

And so the first thing that I would like to ask because of time,
for the record, would you guys be able to submit your policies on
lead and mold remediation and amelioration so that we can under-
stand what they are and what kind of—what you do in terms of
what timelines you expect to remediate those and also what you do
to make sure that people are—you talked a lot about displacement.
You know, what happens when they are displaced?

[The information referred to can be found in the Appendix begin-
ning on page 189.]

Ms. HOULAHAN. And also, for the record again, what compensa-
tion do families have when their home goods are destroyed? Having
had that experience as a child, I understand that. So that I would
like to have for the record.

[The information referred to can be found in the Appendix begin-
ning on page 189.]

Ms. HOULAHAN. The other thing I would like to understand,
maybe individually, is in the case where there is a child who has
been affected by this, who will permanently be disabled because of
this, what responsibility do you all have and do you all plan for
with your for-profit businesses to make sure that those children
and those families are being taken care of or do you expect that
the government will do that for you?

Mr. PICERNE. So, Representative, in our case we work directly
with when an instance like this comes up, we work directly with
the medical community on the installation with the garrison com-
mander and we try to define where the—or divine where the prob-
lem really is. We have had instances where, although believe that
it was the home causing it, it turned out that it was lead in the
munitions plant that the soldier was actually working in.

So, if in fact——

Ms. HOULAHAN. Let’s just assume that it is something that is
identified as a housing issue that happened in the past, what is the
process that you go through?

Mr. PICERNE. So, if we find out that it is determined that the
home is in fact the cause of the illness, then we will support that
child or its medical costs.

Ms. HOULAHAN. And, Mr. Ehle, is that how you pronounce it,
Ehle?

Mr. EHLE. Yes, Ehle. Sorry.

Ms. HouLAHAN. Ehle.

Mr. EHLE. You know, if, you know, we are obviously supportive
of the process of determination and through dispute resolution and
so forth, if there is fault that is determined, you know, we will cer-
tainly work with whatever the determination is.
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Mr. Hickey. Thank you, Congresswoman. We will provide you
with all our protocols.

Ms. HouLAHAN. Thank you.

Mr. HickEY. They are very clear. They are clearly outlined. We
have a 24-hour response time. Just to let you know that if anything
happens within that 24 hours once it is the residents feel uncom-
fortable, we will relocate them immediately and so forth.

Ms. HOULAHAN. Right.

Mr. HICKEY. So, there is a whole clear regime around how we
deal with mold and lead-based paint, which I am happy to share
with you. You know, if in the instance that, yes, we are the cause
of any medical condition then we would absolutely look to, you
know, financially compensate through any structure that is appro-
priate.

Ms. HouLAHAN. Thank you.

Mr. TAYLOR. Congresswoman, I would agree with the other gen-
tlemen. If we are found to be at fault, we are complicit, then

Ms. HOULAHAN. And you are planning for that, you know, be-
cause you guys have been at this for a couple, a few decades and
there will be decades where the kids who are now presumably
grown that may have those problems that can be attributed pos-
sibly back to that.

Mr. TAYLOR. If attributed to our conduct, then yes, ma’am.

Ms. HouLAHAN. Thank you.

Mr. BLiss. Congresswoman, we will also provide you the proto-
cols and whatnot.

Ms. HouLAHAN. Thank you.

Mr. Briss. To answer your question about medical, again, if we
are proved to be at fault to that then we work with the families
and medical to figure out what is the best resolution to solve that
issue.

Ms. HourAaHAN. Thank you. And with the last kind of 45 seconds
of my time, I just would like to know—I have heard a lot of go
down the line and say yes, yes, no, no, no. Having been a former
entrepreneur and businesswoman myself, I think best practices are
definitely something that you each are talking about individually.

But do you have a group that you share your best practices
across all of your different organizations so that each one of your
standards is similar or the same and that you are sharing, some-
body who said they have an app that people can use, or you said
you have a roundtable, do you have a best practice roundtable?

Mr. PICERNE. Yes, Representative. We actually formed the Mili-
tary Housing Association, MHA, specifically to do that. As an out-
come of challenges we have had, we have realized that we do share
individual best practices, but we didn’t share them or weren’t shar-
ing them as an industry. So, we have started to do that on a much
grander scale, and I think it is starting to provide some of the ben-
efits that you will be seeing or have been seeing thus far.

Ms. HOULAHAN. And I know I have run out of time and I want
to give everybody else their time, so I would love to just hear if you
guys could get together on that and get back to us. Thank you. I
yield back.

Mr. GARAMENDI. I thank you.

Mr. Wilson.




20

Mr. WILSON. Thank you, Mr. Chairman, and thank each of you
for being here today. And, Mr. Taylor, I am really grateful for the
leadership at Fort Jackson. Commander Brigadier General Milford
Beagle has conducted a town hall with your company with Balfour
Beatty. And to address the issues of housing, complaints were
raised about the broken sidewalks, long lines for the completion of
work orders, shoddy work repairs, and no-shows by the mainte-
nance staff. What have you done to correct these deficiencies? Is
there a residency advisory board established and is there a project
manager that you can report to on a 24-hour basis?

Mr. TAYLOR. Thank you, Congressman. Yeah, I think universally
across all of our portfolio we are getting better at forming resident
groups that we can meet with and we do that in concert with our
military partners at the individual installations as well. Town halls
that are—we are starting to see an increase in the frequency of
town halls that we participate again alongside our military part-
ners. Those are great ways for us to get the information to under-
stand what concerns our residents are facing.

In terms of processes, changes that we are undertaking, as I in-
dicated in my opening remarks, we certainly recognize that we
could do better in many locations. And so, we have addressed that
through a number of staffing level increases looking at the policies
and procedures that we do have in place and where we saw that
they were deficient we are addressing those. So, it is not as simple
as one, you know, addressing one area to address, you know, a
more broad problem, but we are taking on a number of different
areas to improve. But a lot of that is through process, procedure,
making sure that we have got appropriate staffing at the level.

Mr. WILSON. Is there a hotline where a resident could report an
issue?

Mr. TAYLOR. Yes, sir. We have an 800 toll-free line that any resi-
dent, employees, anybody can call to let us know at the corporate
level any issues that they are facing that aren’t being addressed lo-
cally.

Mr. WILSON. Thank you.

And, Mr. Ehle, Joint Base Charleston is a Hunt Military Com-
munity; however, there is some confusion about the structure of
your deal with the military. I understand there is a 50-year deal,
the agreements are not contracts, and that you are considered a
partner not a contractor. Can you explain this and how the system
works?

Mr. EHLE. All of the LLCs we have are 50-year ground leases,
the land owned by the government. And the partnership element
is that, you know, these are meant to be true public-private part-
nerships. With the Air Force, which is what JBC [Joint Base
Charleston] is, the Air Force is not a legal member of the LLC like
the Navy or the Army are in their projects, but the Air Force does
have an investment in the form of government direct loans, so they
have a financial interest in the project and so there is a partner-
ship. And, of course, none of these can succeed without having a
really good functioning partnership, and a partnership is both co-
operation, but also mutual accountability and it works very well
with the Air Force.
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Mr. WILSON. Thank you. And I yield the balance of my time to
Congresswoman Elise Stefanik.

Ms. STEFANIK. Thank you. Just to follow up, one of the aspects
in the NDAA that we have focused on is the importance of a com-
mon tenant bill of rights. And I want to hear from each of you and
I will start with you, Mr. Hickey, just because of the importance
of your answer to my district. What rights are you proactively en-
suring that are afforded to our military families who are leasing
your properties and how do you measure that success?

Mr. Hickey. Thank you, Congresswoman, for the question. We
have all been working diligently with the services on a common bill
of rights, so we have participated, we have put forward our sugges-
tions, and so that is well-documented and I think that might be a
solution, but putting in the ability for residents to receive a refund,
for example, if they are in a situation where they are in a house
that has not been maintained properly they can get refunded rent,
putting in plain English version contracts a right to actually termi-
nate contracts, you know, if there is something wrong with the
house, giving more flexibility back to our residents is something
that we have been focused on.

Ms. STEFANIK. Sure. And I know you have communicated that to
the services. What about to the families? Have you solicited feed-
back from military families for suggestions for that tenant bill of
rights?

Mr. HickeY. Yes, we have. Yes. As I said before, we have been
liaising with the Safe Military Housing Initiative. We have been
liaising directly. We have been holding town halls, all of our, across
all of our bases including Fort Drum, and getting that feedback
and asking, you know, what they would like to see, so it has been
a collaborative approach.

Ms. STEFANIK. Okay. And the rest, I will take the answer for the
record because my time has expired.

[The information referred to can be found in the Appendix begin-
ning on page 191.]

Mr. GARAMENDI. Thank you.

Yes.

Ms. HAALAND. Thank you, Chairman.

Mr. GARAMENDI. Ms. Haaland.

Ms. HAALAND. Thank you, Chairman. Thank you. And thank you
all so much for coming. I appreciate you being here and taking the
time to be with us today.

My district is in New Mexico’s First Congressional District. I
have Kirtland Air Force Base and we have 365 days of sun per
year and the climate is extremely dry and yet we have still had re-
ports of mold there for whatever reason. It sounds kind of strange,
but nonetheless that is one of the issues that my constituents have
reported to me.

I am a daughter of a 30-year career Marine so I grew up in mili-
tary housing all along Southern California and in Virginia both
and so I am, luckily I have nothing but good memories of those
times unlike many of the families who, unfortunately, do not share
that same—will not share the same memories that I do.

So, I do hear some good things from my district. For example, 1
hear the new maintenance comment cards include information
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about the technicians coming into the homes as well as what work
they are doing and that quality of the repair work has improved,
their better communication and that is absolutely vital, and I am
glad to hear that Hunt is taking these steps, also hear about the
fall festival and other family activities and those are all good
things. Unfortunately, substantial challenges remain. Families con-
tinue to receive inconsistent treatment and information from Hunt
staff. So, my first question is for you, Mr. Ehle. Can you please
share what steps your company has taken to improve and stand-
ardize customer service?

Mr. EHLE. Yes, Representative. The lack of consistency is some-
thing that we are extremely focused on all across our portfolio and
it is one of the reasons why we are focused on promoting standard-
ization across not just our portfolio but the industry. So, we look
at things like variances in response and completion standards, not
just, you know, a property but across the portfolio and across the
industry. We are very much in favor of doing that. In fact, we have
already done that in our own portfolio is establishing a Hunt
standard for a standard consistency, so our residents should start
seeing that very shortly.

You know, in terms of our environmental concerns, environ-
mental concerns are on the rise. In the last couple of years we have
seen mold in ways to the extent that we haven’t seen in a long,
long time, primarily caused by some extreme climatic conditions
that haven’t historically been seen, but I don’t think that is going
to change in the future.

So, we are beefing up our environmental expertise on site and at
the corporate level. We are beefing up our environmental training
for our maintenance techs. We are adding maintenance techs. We
are adding QA/QC [qualilty assurance/quality control] professionals
to mainly ensure quality of work completion and we have made a
great deal of progress in filling all those positions. And then, of
course, the increased training across all of our people.

Ms. HAALAND. Thank you. Thank you.

I would like to turn to the issue of mold and thank you for rais-
ing that yourself. It continues to be a major challenge and we have
heard that from my colleagues. Many families want to have li-
censed and certified third-party experts conduct testing in their
homes. Some have been told that Hunt and other housing compa-
nies won’t accept these results or that third-party experts would
not be permitted to enter the homes.

Mr. Ehle, what is Hunt’s policy regarding mold testing by li-
censed third-party experts?

Mr. EHLE. We tend to follow the EPA [Environmental Protection
Agency] guidelines related to testing and the EPA tends to advise
against testing because they find it to be inconclusive. And exam-
ples from elsewhere in our portfolio is we have had tests on houses
that don’t readily apparently have mold that the tests come back
high. On the other hand, we have been in houses where there is
obvious mold all over a wall and the test comes back that there is
no mold in the house. So, we have found that it is difficult to find
a reliable test.
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Ms. HAALAND. Would you allow families to seek a second opinion
on the presence of mold in their homes by licensed, third-party ex-
perts?

Mr. EHLE. We support anything that our residents choose to do
pursue for evidentiary purposes. You know, again, we have found
that testing is unreliable because it can go either way. It could be
a false positive or a false negative.

Ms. HAALAND. Thank you. I would like to—how much time do I
have?

Chairman, I yield.

Mr. GARAMENDI. Thank you.

Ms. Stefanik.

Ms. STEFANIK. Thank you. One of the aspects of this crisis that
I think is really important is prevention and mitigation. And at
Fort Drum, we have a relatively young population of young sol-
diers, young military families, oftentimes this is the first time that
they are responsible for their home that they are living in.

How are you, Mr. Hickey, investing and sort of providing edu-
cational materials for those young family members and young serv-
ice members to know to contact you before something gets to a cri-
sis level that we have seen in some of these photos?

Mr. HicKEY. Yeah. Thank you, Congresswoman, for the question.
Look, we actually share your same concern. Many times, they are
18-, 19-year-old people who have just moved out of home and they
have to maintain a house and think about, you know, issues about
avoiding damp, you know, conditions arising in a house and so
forth. So, at every move and anytime someone moves into a resi-
dence, you know, it is a personal hand-over. We take a personal
tour of the house with them. We explain some of the issues. We ex-
plain how things work in the property. We explain some of the
maintenance obligations and how they go about looking for things
that are problematic.

We also do a 30-day and a 90-day check-in with them to make
sure that, you know, how are things going, what are we doing, if
they want any help in terms of looking after their home, and we
also do a yearly inspection on all of the properties. So in all of
those times, we seize the opportunity to help train them or help
educate them or give them visibility as to what they can do better
and we also tell them that the minute they have got a concern is
to ring us right away and then we will come out and talk to them.

So, there is a little bit education, we can do more of it and we
would like to do more of it, but there is also training them to help
themselves at the same time. So, you know, that is what we do,
and we continue to invest in that.

Ms. STEFANIK. Thank you, yield back.

Mr. GARAMENDI. Thank you.

Mr. Brown.

Mr. BROWN. Thank you, Mr. Chairman, and I thank the com-
mittee, the subcommittee, for allowing me to participate in today’s
hearing. Let me just start by saying, look, I support the Military
Housing Privatization Initiative. I support things like enhanced use
lease on military installations. I support public-private partner-
ships. In Maryland we have done a lot of good things, from the Port
of Baltimore, to the Purple Line, to travel plazas on interstate
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roads, but I support them only when we can ensure that we deliver
quality, safety, reliable value products and services to the public,
what the public demands and what they deserve. And in this case,
when we are talking about privatizing military housing, the public
is that very cherished public, our military families, and here we fell
short, and my concern is this. I get that circumstances may have
changed over the decade or so when we started the program to
where we are today. I hear about the drawdown. I hear about the
reductions in the BAH rates and how that put pressure on the abil-
ity to deliver quality. But what concerns me is that it took the
courage of military spouses to come to Congress. The Pentagon
didn’t come to Congress and say we have a problem. You didn’t
come to Congress and say we have a problem. The framework, the
model, the formulas that we based these agreements on years ago
doesn’t work because of a changed environment. Instead, military
families got squeezed and it was military spouses who stepped up,
and that is a shame on you. It is a shame on the Pentagon, and
we have got to fix it.

Mr. Picerne—did I get that right, Picerne? Close enough? Yeah.
In February of 2019, earlier this year, at a SASC hearing you stat-
ed, we hire world-renowned specialists at no cost to the govern-
ment to renew our mold and mildew procedures so that here too
we are living up to the gold standard. Yet, today, you are now say-
ing it is “going to take some time to get back to the gold standard
of communication and service that residents enjoyed in the early
years of our MHPI partnerships.”

Why have you—this is a question—why have you not been able
to return to the gold standard that you promised to Congress and,
more importantly, to our service members? Why has your position
changed?

Mr. PICERNE. Mr. Congressman, our position has not changed.
We endeavor to return to the gold standard. As I mentioned in my
testimony, the gold standard really will be when a deployed soldier
is able to call back, which is one of the tenets that we founded our
business on, will call back from forward deployment and talk to his
family or her family about what is happening in their lives and not
deal with homeowner or home issues.

We are getting closer and closer back to that standard. We are
not there yet. I don’t want to

Mr. BROWN. Let me ask you this question.

Mr. PICERNE [continuing]. I also don’t want to accept the fact
that we got there because it is an ever

Mr. BROWN. Thank you. And let me ask you this question. At
Fort Meade, Maryland—and you had mentioned in your testimony
today that town halls and greater communication with service
members is a big part of it and their families. It is my under-
standing that at least one service member has been denied access
to those town halls where those communications—are you familiar
with that?

Mr. PICERNE. Congressman, I am not familiar with that.

Mr. BROWN. Okay. I would ask you, please, to familiarize your-
self with that so that when we say that service members are in
both formal and informal communications with you that that
means all service members. Mr. Chairman, I would ask unanimous
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consent to enter into the record a letter that I have sent today to
the installation commander at Fort Meade asking the garrison
commander, Colonel Spragg, to really step up his oversight at Fort
Meade, because I really believe that you guys are not even making
forward progress as you had committed earlier this year. Without
objection, Mr. Chairman, can we enter this into the record?

Mr. GARAMENDI. Without objection, is my turn. There being no
objection.

Mr. BROWN. Thank you.

Mr. GARAMENDI. So, ordered.

[The information referred to can be found in the Appendix on
page 111.]

Mr. BROWN. Another question. Several of the service members
that are stationed at Fort Meade have conveyed to me that they
have experienced direct retaliation from your company in response
to their attempts to resolve maintenance issues with their homes.
These behaviors include obscene gestures, drive-by harassment, de-
nying access to the resident response group, which I just men-
tioned, and a refusal to address maintenance issues until service
member receives a PCS [permanent change of station].

First of all, are you aware of that? If so, whether you are or are
not, do you condone this behavior? And, finally, what actions are
you going to take to ensure that harassment immediately ceases?

Mr. PICERNE. So, Congressman, we absolutely take any form of
retaliation, retribution, or harassment seriously and do not condone
that behavior. I am not aware of any specific cases where that has
taken place. I will look into it immediately and I will report back
to you once we have our findings.

Mr. BROWN. Well, I appreciate that because I mean these are se-
rious allegations. And, look, when military families are stepping up
and just protecting their own rights, they certainly do not warrant
retaliatory measures. With that, Mr. Chairman, I yield back.

Mr. GARAMENDI. Thank you, Mr. Brown.

Ms. Escobar.

Ms. EscoBAR. Thank you so much, Chairman. I am very grateful
for this hearing. Thank you to our panelists. I appreciate your pres-
ence here. I want to also recognize and thank the military families
who have expressed so much courage in the face of potential retal-
iation and after years of frustration and incredible difficulty. Thank
you all so much for being here. I am very, very grateful for your
strength and your courage.

The roundtable that we had with military families—and I have
had some of these conversations with you all personally, not every-
one but with most of you. Those conversations at the roundtable
were shocking, heartbreaking, difficult to hear and, to be honest,
infuriating. And I am very grateful that there has been a spotlight
placed on all of this and that there has been a demonstrated desire
to preserve the private-public partnership but to improve it in
order to sustain it and make sure that we continue it.

Mr. Taylor, we had a conversation about all of this, but as I men-
tioned to you all in my office, what was particularly troubling on
top of the many issues that families brought forward, issues that
literally meant that people’s lives were upended, that health was
put at risk, children were put at risk through mold and through
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everything else, what was particularly troubling for me was the
fraud allegations. And we talked about everything that you all are
doing to not just remedy but to investigate and I appreciate the in-
vestigation. But I am going to ask you here in this hearing publicly
the same thing that I asked you in my office and this is about ac-
countability, because too often accountability is swept under the
rug or as I mentioned to you, lower-level employees sometimes are
fired, but the high-paid, high-level folks who should have known
and who should have created a culture of accountability remain un-
touched.

So I am going to ask you here in this hearing what I asked you
privately, which is I would like to know the number of dismissals
that have occurred as a result of the fraud allegations, any other
disciplinary actions that have been taken, and how will leadership,
how far up the chain will that accountability go, how will leader-
ship be held accountable?

And if you could answer all of those questions for me, I am not
asking for names of folks. I am not asking for you to disclose any-
thing that is in personnel files. This is important to understand in
terms of accountability, for me, the general information, please.

Mr. TAYLOR. Thank you, Congresswoman. And I do recall the
conversation and it gave me an opportunity to go back and interro-
gate our information so that I would be prepared to respond. Before
I give you the number, I will just say this and I will repeat a com-
ment, a remark that I made earlier. We are all accountable. We are
all accountable to provide the service that we are entrusted to pro-
vide. It doesn’t matter where we sit in the organization.

Since the allegations of fraud were levied earlier this year, you
know, I went back and I asked our staff to look at how many folks
that were on our staff were let go because they didn’t comply with
our policies, procedures, our code of conduct, because that is really
at the heart of our organization. If we don’t have staff members
that are willing to follow those policies and procedures, that is an
obvious weakness in any organization.

And since the beginning of this year, we have found 17 instances
of where we have let people go because they were not complying
with the standards that we have set for our employees. Where they
sit in the organization, most of—from, without naming specific po-
sitions, there were managers that were let go. Those folks were at
project sites, I grant you.

I will tell you this, that, and again to reiterate a comment I
made earlier, regardless of what the investigation reveals, if it
identifies wrongdoing by any member of our staff, it doesn’t matter
if it is at the top of the organization, the middle of the organiza-
tion, or wherever it sits, rest assured that we will take the appro-
priate action to make sure that those folks no longer are employed
by our company.

Ms. EscoBAR. Thank you. And I am just about out of time, but
I will just say to all of you, it will be very important that the im-
provements that you have made that you report back to us. We
need to know the number of calls, the number of people using the
apps, et cetera, that we need to see within a time certain a report-
ing back, complete transparency, because that is the only way that
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we can hold you all accountable as well as hold ourselves account-
able.

Mr. Chairman, I yield back.

Mr. GARAMENDI. Thank you, Ms. Escobar.

Votes have been called, so I am just going to wrap it up with a
couple of comments. I have noticed that the quality of questions
from both sides here have asked most everything I would have
asked, but I want to make a couple of comments. First of all, this
hearing is one of a series. We will not let this issue go as long as,
I am sure, the members of this committee are still Members of the
House of Representatives we are going to stay on this. And, cer-
tainly, the committee will, certainly during my chairmanship and
I am sure should that lapse and somebody else has it, it will carry
on.
So be aware, gentlemen. And for those who are not here that are
part of this system, they too are going to be held accountable along
the lines of the questions asked by the committee. Two things, or
several things need to be noted. First of all, we knew right at the
outset that part of the problem was that the base commanders did
not take responsibility. That is changing. That needs to be ad-
dressed. The Pentagon is well aware of it from the previous Sec-
retary all the way down the line and we will see to it that that ac-
countability remains within the military and the base commanders.

Secondly, there will be a bill of rights. It is in final or near-final
form. We have not had a chance to review it. I am told the Pen-
tagon is awaiting the passage of the NDAA and the final version
of it, which may have some impact on the bill of rights itself. But
it will be forthcoming, and it will in many ways deal with many
of the issues that we have heard here today.

Secondly, the question of the lease contracts themselves, we will
push that all leases across the entire military reach the highest
standard of any State lease, a homeowners’ and tenants’ laws and
the highest standard, which I am told might be Massachusetts, but
I claim California. We will see. If any of the members think that
their tenant rights are better in North Carolina, well, bring it for-
ward and we will see. But in any case, we will try to achieve con-
sistent with the multiplicity of contracts that do exist between the
military and the private housing providers. We will make sure that
the lease contracts protect the tenants so that tenants will be in
the first order.

Secondly, many questions about metrics, how do we observe
quality or lack thereof across the whole range of issues. Those
metrics are under review and I would ask any member that has
ideas about what should be in those metrics to bring it to us and
we will drive that forward. Finally, with regard to the role of the
tenants and the communities themselves, there are efforts under-
way on many of the bases, but I suspect not all, that there be
formed within the homeowning, excuse me, the rental community
or the renters’ programs in which they can participate. The word
“PTA” was used here. I am not sure that that is the best model,
but it certainly speaks to the involvement of the families working
together to assure that their issues are fully dealt with at the base
level and, if necessary, here in Congress.
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So, I think that covers many of the issues. Mr. Lamborn, any fur-
ther thoughts?

Then this meeting is adjourned and before I adjourn, we are com-
ing back, folks. We will do these hearings every 4 months or so, so
we will be back in the early spring for a review of where we are,
and we will ask the services as well as the owners of the privatized
housing. We are adjourned.

[Whereupon, at 2:27 p.m., the subcommittee was adjourned.]
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Chairman, Readiness Subcommittee
“Privatized Housing: are Conditions Impreving for Our Military Families”

December 5, 2019

Good afternoon.

Ladies and gentlemen, I call to order this hearing of the Readiness
Subcommittee of the House Armed Services Committee.

Since February of this year, this subcommittee has been conducting
extensive oversight of the privatized military family housing program. We first
heard about the systemic failures in the privatized military family housing program
from a panel of courageous military spouses who provided graphic and disturbing
testimony about lead and mold exposure, rodent infestations, rude and dismissive
housingmanagement, and ineffective oversight of the program by the services.
Then we heard from the assistant military service secretaries on their efforts to
address the failures of oversight that led to the privatized military housing crisis,
and their plans to continue making improvements. Today, we hear from five of the
private military housing partners for their perspectives and plans for bringing
family housing back to the level our military families deserve.

I also want to make one thing clear —while we do not have all of the private
military housing partners present today, that in no way means that those not
present are off the hook. Our oversight will continue and we’re watching you too.
I’ve heard troubling reports about The Michaels Organization/Clark Reality
Capital. Tam particularly concerned by the reports I have heard about the abusive
use of non-disclosure agreements. For all housing partners, whether you are here
with ustoday or not, I am putting you on notice that this behavior will not be
tolerated. I am deeply troubled that I am still getting reportsthat certain partners
continue to show a blatant disregard for the seriousness of the issues facing our
military families and, frankly,a lack of respect for our service members and their
families— our military families deserve better. While it is clear that the private
partnersand military services have been working to improve conditions and
processes since we heard from families in February, this committeeand many of
our Members still hear from concerned military families who continue to struggle
with getting quality resolution to maintenance concerns and unprofessional
property management staff. Thereis work yet to be done, and we will continue to
follow-up on these issuesuntil they are resolved to our satisfaction.

One of the themes that has permeated our discussions about privatized
family housingis the issue of ineffective management, particularly at the
installation level. The symptoms of thisproblem have taken many forms including
disrespectful customer service personnel, inexperienced maintenance teams
performing low quality maintenance, and negative consequencesresulting from the

(33)
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wrong contract performance incentives. Wehave heard about Department of
Defense initiatives to address these issues, but because day to day management is
within the purview of the private partner, I am interested in hearingwhat you have
done to change the culture at theinstallation level.

As military services havere-committed to their oversight role, they are
working to improve theirprocesses and refine themetrics that we use to measure
the performance of each housing project. I am looking forward to hearing from our
witnesses about the degree to which they are cooperating with these initiatives, and
the steps they are taking to ensure that the housing enterprise is as transparent as
possible. Counterproductive practices such as closing maintenance work orders
before problems are resolved in order to artificially bolster closure statistics or
asking tenants to sign non-disclosure agreements as a matter of routine when they
move out of aunit, are unacceptable.

You’ve had morethan enough timeto assess and scrutinize the problems,
and as we move into 2020 the focus must be on action. Not onlymust corrective
policies and processes be instituted across the enterprise, but you must develop
mechanisms toensure the sustainment of positive change and the sharing of best
practices to ensure our families receive high quality housing regardless of where
they live. We ask our service membersand their families to sacrifice enough in
service to their country, we will not ask them to accept sub-standard housing as
well. They deserve better and this Committee will demand that they get it.

With that, I would like to tum to our Ranking Member, Congressman Doug
Lamborn of Colorado, for any remarks he may have.
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Ranking Member Lamborn Opening Statement
Readiness Subcommittee Hearing
Privatized Housing: Are Conditions Improving for Our Military Families

December 5, 2019

Thank you, Chairman Garamendi. Today we will hear testimony from five
of the companies that make the privatized military family housing model work. As
someone whose district to almost 48,000 military members, and like the Chairman,
I have been deeply troubled by the lack of oversight of this program. Ourmilitary
families deserve better.

Our committeehas heard significant concemns about insufficient mold
remediation and terrible customer service at numerous military installations—most
recently at MacDill Air Force Base Florida and Fort Belvoir. Weare not goingto
address them today, but there also have been allegations of fraud in a few extreme
cases.

Accordingto a survey released earlier this year by the Military Family
Advisory Network, 63% of Fort Carson respondents “said their units needed better
maintenance, repairs or remediation.” The committee has heard horror stories
about mold, rat infestations, and what could generously be described as poor
customer service.

The military housing privatization initiative began as public-private ventures
(PPVs)in 1996 as meansto modernize family housing, improve efficiency, and
grow reserve accounts for future investments. Oversight of the program is
challenging because each military department manages their programs differently
and the respective projects are governed by unique legal agreements.

The Army has atotal of 35 projects, theNavy and Marine Corps have 15,
andthe Air Force has 32. Oversightis further complicated for Army and Navy
projects because they are partners with the developers in limited liability
companies with both sides investing capital.

My sincere hope is that the attention that military family housing has
received over the last year has served as a wake-up call to both the military
departments and to the housing partners. We needthis model to work, butnot at
the expense of military families. Every dollar wasted through mismanagement or
incompetence diminishesthe long-term viability of the reserve accountsthat are
vital for future recapitalization.

The House and the Senate both passed significantbi-partisan legislation in
their defense bills this year, and I look forward to enacting meaningful reform.
First and foremost, among these will be a Tenants Bill of Rights.

Themilitary departments havean inherent responsibility to provide
oversight for these projects. A recent Air Force IG Report found, “a pervasive
misperception that when housing was privatized it was effectively outsourced. ..
leaders at many levels did not actively engage as they might have on otherissues...
based upon misunderstanding of theirauthority.”
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We have heard from Army families that some installation commanders
characterize the government as the weaker, or 49%, partner in these housing
agreements—implyingthey have limited meansto address shortcomings.
Oversight is inherently governmental, and it is not optional.

On some installations there is confusion regarding the identity of the
installation housing office andthe office of the housing partner or third-party
managementcompany. It should be crystal clear to a family whether they are
speaking to someone representing the installation commander orto arepresentative
of'the housing partner.

We must simultaneously reform while preserving the financial footing of the
privatized housing projects. A 2018 GAO report highlighted foundthat “the
military departments vary in the extent to which they use measure of future
sustainment needs and fundingto assess project sustainability.” Tam beginningto
question the wisdom of the fiscal waterfall and why the recapitalization accounts
are only paid after PPV management partners and bondholders are paid.

1 look forward to learning more from our witnesses about their perspectives
on the program overall, the actions they have taken to address any health and
safety concernsand to improve customer service. We would also appreciatetheir
thoughts on improvingthe overall the program.

Thank you, Mr. Chairman. I yield back.



37

Statement by John G. Picerne
Founder & Chief Executive Officer, Corvias Group

Before the House Armed Services Subcommittee on Readiness

December 5, 2019

Thank you for the opportunity to appear before you today.

My Name is John Picerne and | am the Founder and CEO of Corvias.

I am here today on behalf of 950 dedicated Corvias employees, two-thirds of whom
work each day in the military resident neighborhoods we serve. Corvias is a small, privately-
owned and founder-led company. We partner with hundreds of small, minority-owned,
disadvantaged subcontractors to provide an outstanding resident experience to those service

members who choose to live in our communities.

We take very personally our commitment to the women and men who fight for and
serve our nation. We have 62 veterans who, as employees, work at the installation level, often
directly with residents. 97 of our colleagues are spouses or dependents of active duty service

members.

| thank you for the opportunity to update you on what we are doing to help our

residents and address any service needs they may have.

| also thank you, in advance, for the opportunity to have a candid discussion about the
MHP! program — what’s working, what challenges remain -- and how we can make sure the

program delivers for service members and their families, for years to come.
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In my remarks today, | will touch upon three topics:

® First, what we are doing to address the resident service issues that came to light in
2018.

s Second, what the future holds for the MHP!I program. The ongoing challenges— like
maintaining aging homes dating as far back as 1870 -- that will have us back to right
where we were in late 2018 if we don’t tackle them.

e Third, what will help make MHPI a healthy, sustainable program that meets the housing

needs of service members in the many years ahead.

It was about a year ago that news reports came out about service issues in several of
our resident communities and at other installations in the MHP{ program. Our resident service
operations were struggling to keep up, for reasons | will talk about later. By late 2018, the

problems had grown to the point where we needed to launch a major response.

So what did we do? We took three steps.

First, we apologized. We made clear that we had let down some of our residents. We
pledged to return to the “gold standard” level of resident care that defined our company, from

the start.

Second, we got to work.

We made it easier for residents to get the help they need, when they need it:

¢ We moved our resident call centers back to the local installations — and out of a
remotely located, third-party call center. Now, when our residents need help, they
speak to a local Corvias team member, in their community.

e We launched the Corvias Resident Portal to enable our residents, through their
phones, computers or other devices, to submit and track service requests, upload

photos and provide immediate feedback on our performance. As of last month, nearly



39

4,700 work orders have been submitted via the portal. For those 4,700 work orders,
we are pleased to report a 92 percent satisfaction rating on work performed and 95
percent of work orders completed on time.

s 100 percent of our resident-facing employees participate in ongoing customer service
training led by a nationally designated, credentialed trainer.

e We hired resident service specialists across our portfolio. This is an important role,
working at the neighborhood level and focused 100 percent on meeting local resident
needs.

*  We created a new full-time role — resident advocate — who acts like an ombudsman for
residents. Our resident advocates help families who have especially challenging issues
or feel that their needs are not being met.

* Intotal, we added well over 100 permanent positions focused on staying in touch with

residents or responding to service requests.

We also made sure that we are hearing directly from our residents, getting their
feedback on a regular basis. We have reinstituted our practice of conducting town hall
meetings in many communities. We formed resident advisory groups to give us direct input on

what’s happening in the community.

Altogether, more than 160 meetings and events this year in communities we serve have
provided residents the opportunity to let us know what’s on their mind. This direct feedback

helps us do better. It helps us spot problems in the early stages.

We also got to work on reducing the number of open service requests and lingering
issues. This year, our service techs put in nearly 50,000 hours of overtime to work down any
backlog and respond to resident requests. In 2019, we have completed more than 330,000

service requests.
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Our residents tell us that community amenities — like recreational facilities — make a big
difference in their quality of life. So we repaired and reopened playgrounds and other facilities
like basketball courts. We reopened several community centers that had previously been
closed when our MHPI partnerships experienced financial strain. At our community swimming

pools, we extended the open season by two months.

We also did a better job of keeping our military partners informed. We are meeting
regularly with military leaders — both on post and at the command level — to ensure they are
tracking what we are doing, what's working and what we need to do better to meet residents’

expectations.

These and other steps helped renew and deepen the partnership between Corvias and

the military — a big part of what will get us to the right place.

Finally — and most important — we moved forward with a significant investment of
private capital, taking a unique and innovative approach to inject $325 million of new money

into the program — at no cost to the government.

This type of direct investment addresses the root cause of these issues, allowing us to
replace aging homes and components with more resource-efficient alternatives. That
automatically reduces maintenance backlogs, lowers utility bills, and eliminates potential health

concerns.

By the time we're done, nearly 18,000 homes will have 