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November 3, 2010

MEMORANDUM

TO:
HFA Executive Directors

FR:
NCSHA Policy and Government Affairs Team

RE:
2010 Election Analysis

Executive Summary

By now, you have all learned about the significant Republican gains in yesterday’s elections, earning them a substantial House majority, reducing the Democratic majority in the Senate, and picking up six to ten governorships.  While the results of several House, Senate, and governor races are still unknown, this election analysis describes the preliminary results that affect NCSHA’s work in the next Congress and discusses how the election may affect some of our key priorities.  NCSHA will provide updates over the next several weeks on still-to-be-determined results and the election’s fallout in Washington as the picture of the next Congress and its plans becomes clearer.
The Republicans Win a Solid Majority in House


Republicans gained at least 60 seats in the House, giving them a majority of approximately 50-55 seats in the new Congress.  The current estimates are that the new House will have at least 239 Republicans and 185 Democrats, with 11 races still undecided. 

Republican Minority Leader John Boehner (R-OH) is likely to be Speaker of the House in the new Congress.  Republican Whip Eric Cantor (R-VA) is likely to be the House Republican Majority Leader.


Based on the new House partisan make-up, Republicans are expected to gain seats on House committees and Democrats are expected to lose seats.  Whether current Democratic committee members lose their seats depends on the final membership ratios and how many members of those committees do not return.
Senate Democrats Retain a Slimmer Majority


Democrats retained control of the Senate with a narrower majority, losing a total of six seats in Illinois, Pennsylvania, North Dakota, Arkansas, Indiana, and Wisconsin.  Two races—in Alaska and Washington—are currently undecided, although it appears likely Democratic incumbent Patty Murray will win in Washington and Republican incumbent Lisa Murkowski, who is running as an Independent, will win in Alaska.  Democrats are likely to have 53 caucus members in the new Senate, including two Independents that caucus with them.  Republicans are likely to have 47 members, including Murkowski, who stated November 2 she will caucus with the Republicans if she is re-elected in one of the too-close-to-call races.  


Senate Majority Leader Harry Reid (D-NV) won his reelection campaign and will retain his position as majority leader.  Senate Minority Leader Mitch McConnell (R-TN) was not up for re-election.


Republicans have increased their ability to filibuster successfully, since it takes 60 votes to defeat a filibuster.  This decreases the likelihood that either party will be able to advance major legislation without significant compromise.  


In Washington, incumbent Patty Murray (D) leads Dino Rossi (R) by 13,978 votes, with 65 percent of precincts reporting.  In Alaska, Murkowski has a substantial lead as a write-in Independent candidate, but election officials will not begin counting write-in ballots until November 18th and the counting process is likely to take weeks.  Write-ins currently comprise 41 percent of the vote, compared to 34 percent for Republican Joe Miller and 24 percent for Democrat Scott McAdams, with 99 percent of precincts reporting.  
At Least 22 New Governors Elected, with At Least 14 Party Control Changes

At least 24 Republican candidates won their races to become or remain governors.  Six incumbent Republicans retained their positions:  Jan Brewer (AZ), Sean Parnell (AK), C.L. Butch Otter (ID), Dave Heineman (NE), Rick Perry (TX), and Gary Herbert (UT).  Twelve Republican candidates were elected in states previously governed by Democrats:  Terry Branstad (IA), John Kasich (OH), John Boozman (AR), Sam Brownback (KS), Rick Snyder (MI), Paul LePage (ME), Susana Martinez (NM), Mary Fallin (OK), Tom Corbett (PA), Bill Haslam (TN), Scott Walker (WI), and Matt Mead (WV).  Republicans winning open races to replace Republican governors are Robert Bentley (AL), Rick Scott (FL), Nathan Deal (GA), Brian Sandoval (NV), Nikki Haley (SC), and Dennis Daugaard (SD).  
At least eight Democrats were elected governor.  Four Democratic incumbents—Mike Beebe (AR), Martin O’Malley (MD), Deval Patrick (MA), and John Lynch (NH)—were reelected.  Two Democratic candidates were elected in states previously governed by Republicans—Neil Abercrombie (HI) and Jerry Brown (CA).  Democrats winning open races to replace Democratic governors are John Hickenlooper (CO) and Andrew Cuomo (NY), HUD Secretary during the Clinton Administration.

In Rhode Island, Lincoln Chaffee, an Independent, was elected governor, succeeding a Democrat.

Governor races are still too close to call in Connecticut, Illinois, Minnesota, and Vermont.

Tax Committee Changes

House Committee on Ways and Means


With Republicans seizing control of the House, Dave Camp (R-MI) is expected to become Chairman of the House Ways and Means Committee, and Democrats will need to reduce their numbers on the tax-writing panel.  The Ranking Member slot on the Committee is not expected be decided for weeks, but is likely to be assumed by current Committee Chairman Sander Levin (D-MI), Richard Neal (D-MA), or Charlie Rangel (D-NY). 


Camp, Levin, Neal, and Rangel have all been supportive of Housing Bonds and the Credit.  Camp is also a major proponent of tax incentives to spur innovation and private use of renewable energies.  


Two Committee Democrats—Earl Pomeroy (ND) and Bob Etheridge (NC)—lost their re-election races, while all Committee Republicans won re-election.  In addition, three Committee Democrats retired—John Tanner (TN), Kendrick Meek (FL), and Artur Davis (AL).  Two Committee Republicans left their posts—John Linder (GA) and Ginny Brown-Waite (FL).  This leaves a total of 13 Republicans on the Committee and 21 Democrats.  As the Committee membership ratios change, several current Democratic members may lose their seats.  Likely candidates for removal are junior Democrats who have only been on the Committee for one Congress, who include Linda Sanchez (CA), Brian Higgins (NY), and John Yarmuth (KY).

Senate Committee on Finance


There will be little change in the Senate Committee on Finance as a result of 2010 mid-term elections.  Senator Max Baucus (D-MT) will remain Chairman.  Orrin Hatch (R-UT) is expected to become the Ranking Republican, replacing Charles Grassley (R-IA), who is expected to become the Ranking Republican on the Senate Judiciary Committee.  Hatch has been a strong supporter of Housing Bonds and Credits, serving a principal cosponsor of NCSHA-supported Bond and Credit legislation in the past.     


Democrats and Republicans each lost one sitting member—Democrats lost Blanche Lincoln (AR), who was defeated in her re-election race, and Republicans lost Jim Bunning (R-KY), who retires this year.  

Banking Committee Changes

House Committee on Financial Services


Current Committee Ranking Member Spencer Bachus (R-AL) is likely to head the Financial Services Committee.  Current Chairman Barney Frank (D-MA) is expected to be the Ranking Member.  


Republicans are expected to have about 40 total seats on the Committee in the next Congress, which means they will add at least 13 new members.  Three members of the former Republican minority on the Committee left Congress to pursue other races.  


Democrats are expected to have between ten and 15 fewer seats on the Committee in the new Congress, no new Democrats are expected to be appointed to the Committee.  At least 13 members of the former Democratic majority on the Committee either lost their re-election bids or left Congress.  

Current Ranking Member Scott Garrett (R-NJ) is expected to become the new Chairman of the Capital Markets, Insurance, and Government-Sponsored Enterprises Subcommittee.  Current Chairman Paul Kanjorski (D-PA) lost his bid for another term.  Gary Ackerman (D-NY) is expected to be the new Ranking Member of the Subcommittee.  


Current Ranking Member Shelley Moore Capito (R-WV) is expected to become the new Chair of the Subcommittee on Housing and Community Opportunity.  Maxine Waters (D-CA) is expected to return as the Subcommittee's Ranking Member. 

The House Financial Services Committee is expected to begin debating housing finance reform and the future of Fannie Mae and Freddie Mac early in the new Congress.  The Obama Administration will release its plan for restructuring the housing finance system in January.


According the House Republicans’ “Pledge to America,” they will strive to reduce Fannie Mae’s and Freddie Mac’s portfolios and strengthen their capital standards.  The Pledge states,

End Government Control of Fannie Mae and Freddie Mac

Since taking over Fannie Mae and Freddie Mac, the mortgage companies that triggered the financial meltdown by giving too many high risk loans to people who couldn’t afford them, taxpayers were billed more than $145 billion to save the two companies. We will reform Fannie Mae and Freddie Mac by ending their government takeover, shrinking their portfolios, and establishing minimum capital standards.  This will save taxpayers as much as $30 billion.

The House Financial Services Committee Republicans’ “Plan for Reforming Fannie Mae and Freddie Mac” would:

· Wind down the operations of Fannie Mae and Freddie Mac within four years.
· Phase out, over two years, the elevated conforming loan limits in high-cost areas established in the Continuing Resolution enacted on October 30, 2009.  
· Reduce the mortgage portfolio holdings of Fannie and Freddie by 25 percent a year over four years.  
· Reduce leverage by phasing in, over four years, capital requirements that are consistent with global standards for large, complex financial institutions.  
· Establish a regulatory framework for a U.S. covered bond market 

Several Republican members of the House Financial Services Committee have also stated they oppose an explicit federal guarantee of secondary market entities and their securities.


The likely divergence of opinion between the House Republicans and the Obama Administration on these issues will complicate efforts to reach agreement on housing finance reform legislation, probably delaying action until late 2011 at the earliest and potentially leading to gridlock on the issue through 2012.


The Committee is also expected to hold a number of hearings on the implementation of the Dodd-Frank Wall Street Reform and Consumer Protection Act.  Committee Republicans have expressed concerns that the law gives regulators too much independence with too little oversight.  Every Republican on the Committee voted against passage of the Dodd-Frank bill.

Senate Banking Committee


Two Democrats and three Republicans who serve on the Senate Banking Committee are leaving the Senate.  Tim Johnson (D-SD) is likely to become Chairman, succeeding retiring Christopher Dodd (D-CT).  Ranking Member Richard Shelby (R-AL) is expected to continue in his position.  Committee members Evan Bayh (D-IN), Bob Bennett (R-UT), Jim Bunning (R-KY), and Judd Gregg (R-NH) are also leaving Congress.  


With a smaller Democratic majority in the Senate, the balance between Democrats and Republicans on the Committee is expected to be closer.  Democrats are likely to add one new member to the Committee and Republicans up to four new members.


Every member of the Subcommittee on Housing, Transportation, and Community Development, except retiring Judd Gregg (R-NH), is expected to return.  Republicans are likely to gain two new members on the Subcommittee.  Robert Menendez (D-NJ) is expected to remain Subcommittee Chairman and David Vitter (R-LA), the Ranking Member.


The Senate Banking Committee is also planning to address housing finance reform early in the new Congress.  Incoming Chairman Johnson has said he expects to move deliberatively on housing finance reform.  Senate Democrats will likely support the Administration’s housing finance reform proposal but will need to work closely with the sizeable Republican minority in the Senate and the Republican majority in the House to move legislation.  


Shelby has promised to revisit and refine the Dodd-Frank Act in the next Congress, although it remains to be seen how receptive the Democratic majority will be to changes.  Johnson has also said he plans to be careful and does not want to move hastily in this area.
Appropriations Committee Changes
House


House Transportation-HUD Appropriations Subcommittee Chair John Olver (D-MA) and Ranking Member Tom Latham (R-IA) both won their bids for re-election.  Latham is likely to become Chair of the Subcommittee and Olver, the Ranking Member.  Three of the current eight Democratic members of the Subcommittee retired or did not win re-election:  Ciro Rodriguez (TX), Marion Berry (AR), and Carolyn Kilpatrick (MI).  All four Republicans currently on the Subcommittee were re-elected.

House Appropriations Committee Ranking Member Jerry Lewis (R-CA) has said he wishes to chair the full Appropriations Committee in the next Congress, but he has reached the six-year term limit the Republican Party set for how long members can serve as committee leaders.  Lewis has said he will seek a waiver of the term limit to allow him to become Chairman.  Hal Rogers (R-KY) may oppose such a waiver and challenge Lewis for the Committee chairmanship.  If Lewis does not receive a waiver, Frank Wolf (R-VA) and Jack Kingston (R-GA) may also seek the chairmanship.  Current Chairman Dave Obey (D-WI) did not seek re-election; re-elected Norm Dicks (D-WA) is expected to become the Ranking Member.


The House Republicans’ Pledge also commits to reducing government spending and balancing the federal budget.  Specifically, the Pledge calls for “rolling back government spending to prestimulus,
pre-bailout levels and setting strict budget caps to limit federal spending on an annual basis.”  With the election of many Tea Party activists who have made reducing government spending a top priority, pressure for federal spending reductions is likely to be strong.
Senate


Senate Transportation-HUD Appropriations Subcommittee Chair Patty Murray’s (D-WA) re-election race is still too close to call, although she maintains a slim lead over Republican challenger Dino Rossi.  Ranking Member Kit Bond (R-MO) retired this year and Richard Shelby (R-AL) is next in line to become the Ranking Member.  However, Shelby is currently the Ranking Member of another Subcommittee, so he may not seek to become the T-HUD Ranking Member.  The next most senior Subcommittee members, in order of seniority, are Kay Bailey Hutchison (TX), Lamar Alexander (TN), and Susan Collins (ME).  


Democrats had two members on the Subcommittee either retire or lose re-election:  Byron Dorgan (ND) and Arlen Specter (PA).  Republicans had four members retire or lose re-election:  Bond, Robert Bennett (UT), Sam Brownback (KS), and George Voinovich (OH).  


Senate Appropriations Committee Chair Daniel Inouye (D-HI) was re-elected, and Vice Chairman Thad Cochran (R-MS) was not up for re-election this year.

 


Several current and incoming senators have identified strongly with the Tea Party’s spending reduction goals.  This group is likely to call for federal spending cuts, but it remains to be seen how much influence they will have on Senate appropriations bills.

Budget Committee Changes
House


House Budget Committee Chairman John Spratt (D-SC) lost his bid for a 15th term.  Current Ranking Member Paul Ryan (R-WI) is expected to become chairman of the Committee, and Allyson Schwartz (D-PA) is next in line to become the Ranking Member.  
Senate


Senate Budget Committee Chairman Kent Conrad (D-ND) is expected to remain as Chair, and Jeff Sessions (R-AL) is expected to replace retiring Judd Gregg (R-NH) as Ranking Member.
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