DEPARTMENT CF HOUSI NG AND URBAN DEVELOPMVENT

HOUSI NG

HOUSI NG COUNSELI NG ASSI STANCE
PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
Appropri ations:
HOMVE Pr ogr anY Housi ng Counsel i ng
set-aside .......... ... . .. . ... $19, 956a/_ $20, 000a/ o - $20, 000
Proposed Housing Appropriation . e e $35, 000 +$35, 000
Subtotal .......... ... ... ..., $19, 956 $20, 000 $35, 000 +$15, 000
Budget CQutlays
HOME Pr ogr anf Housi ng Counsel i ng
set-aside ...................... ...al ..o.oal
Proposed Housi ng Appropriation . e e $9, 000 +$9, 000
Subtotal .......... ... .. ... ... C L. $9, 000 +$9, 000

al Reported in the HOVE Program account.

SUMWARY COF BUDGET ESTI MATES

The Budget proposes a new, free-standing appropriation of $35 million for Housing Counseling
for fiscal year 2003. Funds for this activity were previously nade avail abl e under an earmark in
t he HOVE appropri ation.

EXPLANATI ON OF | NCREASES AND DECREASES

The current year request for $35 million is an increase of $15 mllion over fiscal year
2002. A total of nore than 363,000 clients were served by housi ng counseling agencies in 2000
(using HUD funding), an 18 percent increase from1999. The increased funding will serve an
estinmated 150,000 additional clients over tine. The followi ng table shows the conparison of the
current use of funds with the proposed usage.

Fi scal Year Fiscal Year Fiscal Year
2001 2002 2003
(Dol l ars in Thousands)

Nati onal and Regional Internediaries $9, 950 $9,950 $18, 000
Local Housing Counseling Agencies. . . . . . . 6, 600 6, 600 9, 000
Units of State or Local Governments. . . . . . S S 2,000
State Housi ng Fi nance Agencies. . . . . . . . 1, 000 1, 000 .. . al
HECM Set -aside. . . . . . . . . . . . . . .. 956 1, 000 1, 000
Native Anerican. . . . . . . . . . . . . . .. 150 Lo
Colonias. . . . . . . . . . . .. S L 250
Housi ng Counseling d earinghouse. . . . . . . 1, 000 1, 000 1, 000
Training for Counselors. . . . . . . . . . . . 300 450 3,750
Total . . 19, 456 20, 000 35, 000

a/  Funding for State Housing Finance Agencies is now being shown under the category entitled
Units of State or Local Governnent.



Housi ng Counsel i ng Assi stance

PROGRAM DESCRI PTI ON AND ACTI VI TY

The Housi ng Counsel i ng Assi stance program adm nistered by the Ofice of Housing, provides a
wi de variety of counseling assistance to renters, honebuyers and honeowners to assist themin
i mproving their housing condition and choices, and neeting the responsibilities of tenancy and
honeowner shi p. Fourteen HUD-approved internediaries distribute a significant percentage of the
program Internediaries are national and regional organizations that have |ocal housing
counsel ing agency affiliates that they fund and support with training. Justifying the proposed
fundi ng request are the followi ng:

New Evi dence of Counseling Inpact — There is new quantitative research that denonstrates
t hat housi ng counseling can be very effective in reducing nortgage delinquency. In a
recently rel eased study, Freddie Mac concludes that housing counseling can reduce

del i nquency by as much as 26 percent. By limting delinquency and forecl osure, housing
counseling is a cost-effective way to reduce the FHA's exposure to risk while
contributing to the growth and stability of communities across the country.

Significant Demand for Funding - Judging by the nagnitude of the requests for funding,

the demand for housing counseling services already far exceeds the supply. In fiscal
year 2000 (|l atest available data), HUD received requests for three times nore funding
than was available. |In total, 390 organi zati ons submtted proposals for nearly

$37 million. Utimately, 362 organizations were awarded approxi mately $13.1 mllion.

New Honeownership Initiatives - An increase in housing counseling funds is al so needed
to conpl ement several of the Administration’s newinitiatives and proposals ai med at

i ncreasi ng homeowner shi p opportunities for |owand noderate-incone fanilies. For

exanmpl e, HUD s new Section 8 Honeownershi p Program which allows |ow-incone individuals
to use rental vouchers to purchase hones, requires participants to recei ve housing
counseling. Simlarly, the President is proposing to triple funding to faith-and
communi ty-based, self-help housing progranms |ike Habitat for Humanity. O her proposed
prograns, |ike the Down Payment Assistance Initiative, and a tax credit for devel opers
of affordable single famly housing, would also potentially expand homeownership
opportunities for |ow-income and mnority Americans, significantly increasing the denand
for housing counseling.

M nority Homeownership - Increasing the availability of housing counseling is central to
many of the Departnment’s strategic goals and priorities, such as inproving ninority
honeownership rates. Wile nore than two-thirds of Anericans own their own hone, fewer
than hal f of African-American and H spanic famlies are honeowners. An increase in
funding will help build the capacity of counseling agencies across the nation.

Additional funding will also expand services in places |like the Col onias, and enabl e
agenci es across the country to hire and train bilingual counselors, and produce
materials in multiple |languages, in order to reach out to, and assist, H spanics and
other mnorities in buying a hore.

Predatory Lendi ng - Housing counseling is a fundanmental el enment of community- based
efforts to counter predatory lending. First time, mnority homebuyers are especially
vul nerabl e to predatory | ending practices. Housing counseling is one of the nost cost-
effective ways to hel p unwary borrowers avoid inflated appraisals, unreasonably high
interest rates, unaffordable repayment terns, and other conditions which can result in a
loss of equity, increased debt, default, and even forecl osure.

Trai ning Counsel ors at HUD Approved Agencies — Increased funding is needed for:

(1) conprehensive training; (2) predatory |lending, specialized training in the 203(k),
HECM and | oss mtigation prograns; and (3) establishment of a testing nechanismto
identify training needs. The goal is to develop a certificate programfor housing
counsel I ng.

Efficient Use of Staff - The Departnent has placed i ncreased enphasis on providing
counsel ing through the funding of national and regional internediary organi zations.
These organi zations provide sub-grants and techni cal assistance to networks of
affiliated | ocal conmunity-based housing counseling agencies. As a result of this
arrangenent, an increase in programfunding will allow the Departnent to expand the
availability of counseling, without requiring significantly nore Departnental staff tine
and other resources to properly manage the program




Housi ng Counsel i ng Assi stance

STRATEG C GOALS AND OBJECTI VES:

( RESOURCES REQUESTED ($ AND FTE) AND RESULTS

The Depart nent
t he Housi ng Counsel i ng program

is reviewing the options for devel oping a performance neasure intrinsic to

STRATEG C GQOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003
Strategic Goal 2: Help famlies nove fromrental housing to homeownership.
Di scretionary BA (Dol lars i n Thousands) $19, 956 $20, 000 $22, 000
FTE
Headquarters 0 0 0
Field 69 70 70
Subt ot al 69 70 70
Strategic Objective 2.1: Expand national honeownershi p opportunities.
I ndi cator: Housing Counseling is provided to 40 NA NA Est abl i sh
percent nore homebuyers or honmeowners in fiscal Basel i ne
year 2004 than in fiscal year 2003
More than 62 percent of total nortgagors NA NA 62
receiving default counseling will successfully
avoi d foreclosure.
Strategic Objective 2.2: Expand honeownership opportunities for mnorities and persons with
disabilities.
I'n fiscal year 2003, the percentage of Housing Dat a not NA 56. 5%
Counseling clients who are mnorities wll avai l abl e
increase to 56.5 to support the Departnent's (FY 2000 =
goal of increasing the mnority honmeownership 55. 8%
rate.
Strategic Goal 3: Inprove the quality of public housing and provide nore choices for its
resi dents.
Di scretionary BA (Dol lars in Thousands) $7, 900
FTE
Headquarters 0 0 0
Field 25 25 25
Subt ot al 25 25 25

Strategic bjective 3.1: Help fanmlies in public
sel f-sufficiency and become honeowners.

and assi st ed housi ng nake progress toward

I ndi cator: The nunber of househol ds who have NA Establ i sh Basel i ne +
used Housi ng Choi ce vouchers to becone Basel i ne 20%
homeowners increases by 20 percent.
Strategic CGoal 5: Effectively address the chal |l enge of honel essness.
Di scretionary BA (Dol lars in Thousands) $0 $0 $1, 900
FTE
Headquarters 6 6 6
Field 0 0 0
Subt ot al 6 6 6
Strategic Objective 5.2: Hel p honel ess individuals and famlies nove to pernmanent housing.
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Housi ng Counsel i ng Assi stance

STRATEG C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003
Housi ng Counseling is provided to 40 percent NA NA Est abl i sh
nmore renters and honel ess clients in FY 2004 Basel i ne
than in FY 2003.
Strategic Goal 7: Ensure equal opportunity and access to housing.
Di scretionary BA (Dol lars i n Thousands) $3, 200
FTE
Headquarters 0 0 0
Field 10 10 10
Subt ot al 10 10 10
Strategic Objective 7.3: Inprove housing options for the elderly.
Indicator: Service-enriched housing increases Baseline to I ncrease I ncrease
the satisfaction of elderly famlies and be over over FY 2002
individuals with their units, devel opments and det erm ned Basel i ne
nei ghbor hoods.
FTE Tot al 110 111 111




