DEPARTMENT OF HOUSI NG AND URBAN DEVEL OPMENT
FAI' R HOUSI NG AND EQUAL OPPORTUNITY
FAI' R HOUSI NG | NI TI ATI VES PROGRAM
PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2000 2001 2002 2002 vs 2001
(Dol lars in Thousands)
Private Enforcenment Initiative
Nurmber of Awards ............... 30 78 48 -30
Ooligations .................... $9, 299 $20, 801 $11, 949 - $8, 852
Education and Qutreach Initiative
Nunber of Awards ............... 29 44 60 +16
Qoligations .................... $5, 499 $23, 847 $9, 000 -$14, 847
Adnmi ni strative Enforcenent
Initiative
Nurmber of Awards ...............
Obligations ....................
Fair Housing Organi zations
Initiative
Nunber of Awards ............... 4 9 2 -7
Ooligations .................... $1, 195 $3, 299 $2, 000 -$1, 299
Total Qoligations ............... $15, 993 $47, 947 $22, 949 -$24, 998
Budget Authority
Enacted or Proposed ............ $24, 000 $24, 000 $22, 949 -$1,051
Rescission ..................... e - $53 e +$53
Subtotal ............. ... ... ... $24, 000 $23, 947 $22, 949 -$998
Budget Qutlays .................. $19, 001 $22, 000 $23, 000 +$1, 000

NA = Not Applicable

SUMVARY OF BUDGET REQUEST

The fiscal year 2002 Budget request for the Fair Housing Initiatives Program (FH P) is
$23 million. This request does not include continued support of the Housing Discrimnation Study
(HDS) which concludes at the end of fiscal year 2001. The fiscal year 2002 request asks that
$6.5 mllion of the $7.5 mllion allocated for the HDS, |ast year, be nade available to increase
support for other FH P-funded activities. The requested increase will achieve the purpose of the
program which is to increase conpliance with the Fair Housing Act and substantially equival ent
State and local fair housing laws. It will nmean that the Departnment can better achieve its
speci al enphasis on reducing the wi de gap in honeownership rates between whites and racial and
ethnic mnorities (notably, African Arericans and H spanics), pronmote effective strategic efforts
by FHI P applicants, including faith-based organizations, that result in effective enforcenent of
the fair housing | aws, and address new initiatives on predatory |ending and the special needs in
areas al ong the Sout hwest Border (“col onias”)

The requested increase will have other benefits, such as providing support to a greater
nunber of worthy applicants. For exanple, 72 percent of the worthy applicants would receive
fundi ng conpared to | ess than the 42 percent funded in fiscal year 2000 (the nobst recent
sel ection period). This would also result in a greater geographic distribution of those awards
and an increased fair housing presence in jurisdictions not currently served by a State or |oca
enforcenment agency that admnisters a | aw substantially equivalent to the Federal Fair Housing
Act. In fiscal year 2000, awards were nade to applicants in only 32 States, including the
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District of Colunbia; the increase would nean that applications could be funded in all states
fromwhich they are received

EXPLANATI ON OF | NCREASES AND DECREASES

The fiscal year 2002 Budget request of $23 nmillion is $1 million bel ow the 2001
appropriation of $24 mllion but, because the HDS is now fully funded, the request results in a
$6.5 mllion increase in funds available to public and private entities formulating or conducting
prograns to increase conpliance with the FHAct and substantially equivalent fair housing | aws.
The requested funds will also support a national awareness canpai gn directed at increasing
honmeowner shi p anong racial and ethnic mnorities and people with disabilities

The initiatives this Budget will support include

Honeowner shi p di scrimnation against racial and ethnic mnorities and people with
disabilities. Projects that pronote greater honeownership anong racial and ethnic mnorities and
people with disabilities through the prevention and elimnation of discrimnation in hone-
pur chase and home-purchase rel ated transactions will be enphasized. Increased rates in
honmeownership is an i nportant housing goal in that it helps to inprove a famly's asset
accunul ation by building equity, and it also helps to strengthen and stabilize nei ghborhoods
For many racial and ethnic minority group nenbers, however, achieving this goal is nore
difficult. Wile three-fourths of whites are honeowners, |ess than 50 percent of African
Anericans and Hi spanics are honeowners. Discrinmination in the hone buying process exacerbates
other social inequities which contribute to this disparity. Discrimnation may occur throughout
the nortgage | ending process. Substantial differences in |oan denial rates between whites and
bl acks remai n an ongoi ng and constant probl em

Enf orcenent and education of the FHAct's provisions concerning discrimnation in hone-
purchase and hone- purchase transactions, will help boost the mnority homeownership rate
Preventing and eliminating barriers to discrinination in real estate appraisals and sal es
transactions is another significant area of concern

Sout hwest Border “Colonias.” One of HUD s missions is to pronote affordable housing in both
rental s and homeownership. Activities conducted under FHIP help to elimnate discrimnation in
the housing market. HUD has identified barriers to affordable housing in the Sout hwest Border
areas known as “colonias.” Colonias refers to an unincorporated settlement that may | ack basic
wat er and sewer systens, paved roads, and safe and sanitary housing. FH P awards targeted to
these areas woul d provide information on the non-di scrimnation requirenents under the FHAct and
substantially equivalent laws. FH P-funded fair housing organi zati ons woul d respond to
di scrimnatory practices

Predatory lending. "Predatory" lenders frequently target racial mnorities and wonen for
nortgage | oans with abusive terns and conditions. These |enders enploy deceptive and aggressive
sales tactics that take unfair advantage of the borrower’s |ack of education and know edge of
nortgage | oan transactions. Generally, predatory loan terns include rates and fees that are
grossly out of proportion to the true risk posed by the borrower.

Predatory | oans are al nost always a subset of “subprine loans,” i.e., loans for persons with
inmpaired credit or sonme other characteristic that disqualifies themfromreceiving prime quality
|l oans. The subprine market has exploded in recent years. During a 5-year period from 1994 to
1999, the market share for subprinme |oans increased fromb5 percent to 13 percent. The increase
in predatory |lending has risen sharply, too. Federal Reserve Chairman Al an G eenspan, in a
speech delivered to a neeting of community reinvestnent advocates, expressed concern about
"abusive lending practices that target specific nei ghborhoods or vul nerable segnents of the
popul ati on and can result in unaffordable [nortgage] paynents ... and foreclosure." Conptroller
of the Currency John D. Hawke Jr., who oversees nationally chartered banks, also has decried
predatory |l ending, stating that, “W nust target not just the predators thenselves, but the
conditions that allowthemto flourish ...It means hel ping | ow and noderate-incone Americans to
gain a better understanding of their financial obligations and options." Their statements echo
the statements of community and fair housing groups who have voiced their concerns about the
increased rate of predatory |lending occurring in their comunities

Education of minorities and wonen who are targeted by predatory lenders is vital to curbing
its widespread damagi ng effects. The FH P programw |l fund a najor education and public
awar eness canpai gn to conbat predatory |ending and support enforcement efforts to redress its
victims.

FHAct Accessibility Requirenments. The GAO Congress and the Department’s experience support
the need for greater awareness of the accessibility requirenents of the FHAct. Unless builders
architects, and other industry groups and the general population are fully aware of the
accessibility requirements of the FHAct, HUD will be left with an enforcement strategy that is
forced to challenge rather than prevent non-conpliance with these requirements. This Budget
request will support activities that encourage housing providers and other industry professionals
to partner and work jointly with faith based organi zati ons to devel op prograns that provide
training and technical assistance so that architects and design professionals can satisfy the
accessibility requirenents of the FHAct. This will help increase the housing stock for persons
with disabilities and naeke it easier for all persons with nobility inpairnents, including the
elderly, to visit famly and friends
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A nationw de training conponent will be established to construct an accessibility curriculum
and technical assistance plan that will then be carried out over a 2-year period, starting in the
sumrer of fiscal year 2002. The first year will build upon the results of a pilot programto
“road test” the new curriculum and technical assistance plan. The pilot will also identify
trainers who will provide uniformand consistent training and technical assistance infornation to
housi ng providers and the public about Title VIII, section 504 and the Americans with
Disabilities Act. Following the pilot, the training and technical assistance will be di spensed
t hrough Design and Construction Resource Centers in four regional Hub |ocations. A contract wll
be let that provides for a disability advocacy organi zation to partner with a menber of the
housing industry, and will establish and direct each of the technical assistance centers and
report to HUD on their activities. HUDw Il nonitor this initiative closely to ensure that the
training and technical assistance provided nmeet the departnent’s standards

Fai t h- Based/ Fai r Housi ng Partnershi ps. Education and outreach activities are critica
el ements to successful fair housing enforcement by HUD and by substantially equival ent State and
| ocal governnent enforcenent agencies. These activities informthe public and the broad array of
industry representatives that make housing available to home buyers and renters about the rights
and responsi bilities under the FHAct and substantially equivalent state and | ocal fair housing
|l aws, and advi se those who feel they have been discrimnated agai nst about the services offered
by Federal, State and |ocal fair housing enforcenment agencies

The FH P statute recogni zes that a broad range of entities have a role to play in this
educational effort. This is why virtually any entity (public or private, for-profit or not-for-
profit) that is working to prevent or elimnate discrimnatory housing practices is eligible to
apply under this initiative. It is under this initiative that HUD will encourage greater
col l aborative efforts between fair housing and faith-based organi zations. Faith-based
organi zati ons often do not have the requisite know edge of fair housing | aws; however, they have
constituenci es and networks that woul d benefit froma better understanding of these |laws. W
wi | | encourage increased col | aborative partnerships between faith-based groups and fair housing
organi zations under the fiscal year 2002 FH P NOFA.

There are four programinitiatives highlighted in the FH P authorizing statute —
Admi ni strative Enforcenment, Education and Qutreach, Private Enforcenment, and Fair Housi ng
Organi zations. Since fiscal year 1996, we have sought funding for the three described bel ow.
Al FH P-funded projects are required to address discrimnation under each of the categories
highlighted in the FHAct (race, color, religion, sex, famlial status, national origin, and
“disability”); however, applicants for FH P funding will be encouraged to enphasi ze the program
initiatives outlined in this year’s Budget (homeownership, predatory |ending, accessibility
requi rements, and partnershi ps between fair housing and faith-based organi zations)

Fundi ng for:

Education and Qutreach Initiative (EQO). The Budget requests approxinmately $9 nillion for
this Initiative. The requested funds will be used to support activities under a nationa
awar eness canpaign as well as activities at the regional, state, |ocal and commnity-based
levels. In fiscal year 2001, 31 percent of the entire FH P budget has been earmarked to the
Housi ng Di scrimnation Study (HDS), with 16 percent of the renunining budget going to the nationa
and regi onal /| ocal / conmuni ty-based prograns. The fiscal year 2002 request dranatically increases
the percentage of FH P funds allocated to this Initiative to 39 percent, instead of 16 percent.
Approximately 70 percent of the funds will support education and outreach activities conducted at
the regional, State, local and comunity-based | evels. Such funding will be nore responsive to
the demand for FH P-funded education-based activities in nmore comunities and is a better
approach to support this year’'s faith-based partnership initiative. Approximtely 30 percent
will be use to fund national education and outreach activities

Private Enforcenent Initiative (PEI). The Budget requests approximately $11.949 million for
this Initiative, an increase of $2 mllion over fiscal year 2001 appropriation. The increased
regional, State, local and comunity-based activity proposed for the Enforcenent and Qutreach
Initiative (EQ), as well as for the programinitiatives outlined above in honeownership
predatory | ending, accessibility requirements, and faith-based partnerships, will result in
increased demands for the enforcenent-related services provided under PEI. The increase wll
also allow HUD to fund nore PEl projects. For exanple, close to 40 percent of the applications
rated worthy of funding in fiscal year 2000 were not selected for awards

Fair Housing Organizations Initiative (FHO). The Budget requests approxinately
$2.0 mllion for this Initiative. This represents 9 percent of the overall FH P Budget request,
down from 10 percent in fiscal year 2001. The purpose of FHO is to provide fair housing
enforcement activities in areas that are underserved by governnent agencies and/or private fair
housi ng organi zations. This Initiative has been restructured in the current fiscal year (2001)
The changes reflected in the restructuring incorporate sound business principles that take into
account that new organi zati ons need sufficient time, start-up funds and other resources to becone
vital and sel f-sustaining organi zations. The newy sponsored organi zations participate in the
programfor three years and are required to neet certain performance neasures for each year’'s
fundi ng, including denpbnstrating they have | everaged increasi ng anounts of non-FH P resources

PROGRAM DESCRI PTI ON AND ACTI VI TY

1. Legislative Authority. Section 561 of the Housing and Community Devel opment Act of 1987
as anmended, authorizes the execution of grants, contracts, or cooperative agreements with State
or local governnent agencies, public or private nonprofit organizations, institutions or other
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entities that are forrmulating or carrying out programs to prevent or elimnate discrimnatory
housing practices. FH P supports projects and activities designed to enhance conpliance with the
Fair Housing Act and substantially equivalent State and local laws. Section 905 of the Housing
and Community Devel opnent Act of 1992 expanded the provisions of the Fair Housing Initiatives
Programto build the capacity of fair housing organizations in unserved and underserved areas, to
establish a national nedia canpaign for dissem nation of fair housing information, and to
establish funding for celebration of National Fair Housing Month. The activities of FH P-funded
organi zations conpl ement those of the Federal Fair Housing Act (FHAct) and state and | ocal
governmental agencies that adm nister laws that are substantially equivalent to the FHAct. FH P
funds are awarded on a conpetitive basis to entities in comunities nationwi de that denonstrate
the experience and the capacity to investigate and verify conplaints of discrimnation through
activities such as testing, and that provide educati on and outreach to the public on the rights
an responsibilities under the fair housing |l aws through training, nmedia canpaigns, and

counsel i ng.

Conbat i ng housi ng discrimnation supports |arger public policy objectives. The prevention
and reduction of housing discrimnation helps bridge the |arge gap in honmeownership rates that
now exi sts between white Americans and racial and ethnic mnority groups (especially African-
Anericans and Hi spanics). Fair housing education and enforcenent projects help mnority groups,
the elderly, and wonen defend thensel ves agai nst hone | endi ng abuses, especially a practice that
is often called “predatory lending,” and to which they are frequently and di sproportionately
victims. Recent immigrants (especially racial and ethnic minorities who are not English-
speaki ng) often face discrimnation and other obstacles in housing and housing-rel ated
transactions which can be nitigated through strong fair housing educati on and enforcenent.
Finally, 13 years since the enactnent of provisions in the FHAct which require accessible design
and construction of new nmultifam |y housing, people with disabilities still encounter wi despread
non-conpliance with the | aw when they seek to rent or purchase property and, consequently, suffer
| ost housing opportunities and other injuries. The optinumtine to ensure conpliance with the
accessibility requirements of the FHAct is before the housing is built.

FH P is a critical conponent in the Departnent's effort to address fair housing
educati on, enforcenment and conpliance. The other principal conponent of the Department's
conprehensive fair housing strategy is the Fair Housing Assistance Program (FHAP), authorized by
the Fair Housing Act (Title VIII of the Gvil R ghts Act of 1968, as anmended by the Fair Housing
Anmendnents Act of 1988). That program for which the Budget proposes a $23 nillion funding I evel
in 2002, is described in a separate justification.

2. Purpose. The Fair Housing Initiatives Programwas established by the Housing and
Communi ty Devel opnent Act of 1987 for the purpose of eliminating and preventing housing
discrimnation. This program provides a coordi nated approach to further the purposes of the Fair
Housi ng Act, to guarantee the rights of all people to seek housing in an open narket free of
discrimnation, and to informthe public and the housing industry of its rights and obligations
under the Fair Housing Act. FH P also enhances and facilitates the delivery of the Departnent's
housi ng and community devel opnent progranms, such as HOVE and Conmunity Devel opnment Bl ock G ants,
by providing a free and open housi ng market.

The Fair Housing Initiatives Programis intended to supplement current fair housing
enforcement activities of the Departnment. These activities include prograns of enforcenent,
vol untary conpliance, and education and outreach. FH P provides the financial neans to assist
projects and activities designed to enhance conpliance with the Fair Housing Law and
substantially equival ent State and | ocal | aws.

3. Program Conponents. There are four nmajor programinitiatives that are recogni zed under
the FH P regul ati ons. These conponents support public and private enforcenment, education and
outreach activities, and capacity building for fair housing enforcement organizations.
Eligibility for each initiative is set by statute or regul ation.

a. The Private Enforcenment Initiative. Provides funding to private, tax-exenpt
organi zations that have engaged in enforcenent-related activity for at least a year
in the 2 years preceding the filing of the FHI P application. FH P funding is often
the only resource for enforcenent-related activities. The programnow requires a
FH P organi zation to reinmburse the U S. Treasury for conpensation received from
FHI P-funded activities.

b. The Education and Qutreach Initiative. Provides funding for projects that inform
and educate the public, including housing providers, on the rights and obligations
of the FHAct and substantially equivalent state and local fair housing laws. This
initiative has the broadest eligibility provision. Eligible organizations may be
public or private, for-profit or not-for-profit entities that are fornul ating or
carrying out programs to prevent or elimnate discrimnatory housing practices,
including entities that will carry out their programjust because of receiving a
FH P awar d.

c. The Administrative Enforcement Initiative. This Initiative provides funding to State
and | ocal agencies that adm nister |aws which the Assistant Secretary has determ ned
are substantially equivalent to the rights, remedi es and procedures offered under the
FHAct. These agencies participate in the Fair Housing Assistance Program (FHAP) and
because of increased appropriations to FHAP over the years, the Department has not
sought funding for this initiative since fiscal year 1995.
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d. The Fair Housing Organizations Initiative. This Initiative provides funding to
increase fair housing enforcenent either by establishing new fair housing
enforcement organi zati ons or by expanding the capacity of existing organizations to
engage in fair housing enforcement. Application is made by experienced fair housing
enforcenment organi zati ons who nmentor the sponsored organi zation. Eligibility is
limted to private, tax-exenpt organizations with at |least 2 years of enforcenent-
rel ated experience in the 3 years preceding the filing of their FH P application.

STRATEG C GOALS AND OBJECTI VES: RESOURCES REQUESTED ($ AND FTE) AND RESULTS

Strategic Goals of the Departnent, as set forth in the Departnent’s fiscal year 2002 Annual
Performance Plan, are to: “Ensure Equal Opportunity in Housing for All Anmericans” and to “Pronote
Housing Stability, Self-Sufficiency and Asset Devel opnent.” FH P's enphasis on pronoting
homeowner shi p, and the benefits that flow fromit, through the reduction of housing
di scrimnation, helps the Departnment achi eve these overall goals, in addition to the specific
strategi c objectives that “housing discrimnation is reduced;” “disparities in honeownership
rates are reduced anong groups defined by race, ethnicity, and disability status;” “poor and
di sadvant aged families and individuals become sel f-sufficient and devel op assets;” and “the
el derly and persons with disabilities achieve maxi mumindependence.” This budget highlights
these objectives by focusing FH P enforcenent and education efforts on reducing discrimnation in
the sale of housing and in other transactions related to hone purchase.

This Budget, with its enphasis on providing greater education, training, and technical
assi stance on the FHAct's requirements for accessible design and construction of new multifanmily
housi ng, specifically supports the Departnent’s objectives that “housing discrimnation is
reduced (failure to design accessible housing constitutes a violation of FHAct prohibition
agai nst discrimnation);” “disparities in homeownership rates are reduced” anmong persons wth
disabilities and “the elderly and persons with disabilities achi eve nmaxi mum i ndependence.” These
efforts will help increase the avail abl e housing stock that is accessible, affording the elderly
and people with disabilities greater opportunity to purchase units in nmultifamly devel opnents,
such as condom ni uns and cooperatives; nore housing choice in the rental market; and “maxi mum
i ndependence” in visiting famlies and friends at nultifam |y devel opnents.

Li kewi se, education targeting predatory lending will support the Departnent’s strategic goal
to “ensure equal opportunity in housing for all Anericans” and objectives that “housing
discrimnation is reduced” and that “disparities in honeownership rates anong racial and ethnic
groups are reduced.” Moreover, reduced predatory lending will allow current homeowners to
continue building equity in their homes, which supports the Departnent’s objective that “poor and
di sadvant aged fam |lies and individuals become sel f-sufficient and devel op assets” and the
strategic goal to “inprove community quality of life and economic vitality.”

Al of the strategic objectives contained in the APP will be positively affected by the
Fai t h-Based Partnerships in FH P along with the partnership initiative in FHAP by enpowering the
public, encouraging networks of State and |ocal fair housing enforcenent agencies and
organi zati ons and working in unison with faith-based organi zati ons and pronoting a fair housing
presence in places where there is little or no such presence. These are the driving forces
behind this Partnership Initiative. HUD expects that an infornmed and educated public,
housi ng/real estate industry, and nortgage banking and financing industry, along with aggressive
and effective enforcenent, will assist in affirmatively furthering fair housing where the outcone
of such actions will go a long way toward elim nating housing discrimnation.

SELECTED PERFORVANCE MEASURES

ACTUAL ENACTED ESTI MATE
2000 2001 2002
Strategi c Goal 2: Ensure equal opportunity in housing for Anericans.
Di scretionary BA (Dollars in Thousands) 24,000 23,947 22,949
FTE 8 8 8

Strategic Objective 2.1: Housing discrimnation is reduced.

Qut cone Indicator 2.1.3: The share of the Not Basel i ne Not
popul ati on wi th adequate awareness of fair Avai | abl e To Be Avai | abl e
housing | aw i ncreases fromthe 2001 baseline by Det er m ned

2004.

Qutput Indicator 2.1.b: At least tw new fair 2 2 2

housi ng groups funded by the Fair Housi ng
Initiatives Program (FH P) will serve
geographic areas that are not sufficiently
served by public or private fair housing
enf orcement organi zations and that contain
| arge concentrations of protected classes.
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ACTUAL
2000

ENACTED
2001

ESTI VATE
2002

Strategic Objective 2.3: Disparities in homeownership rates are

reduced anong groups defined

by race, ethnicity and disability status.

Qutcone Indicator 2.3.1: The ratio of Not 75.6 percent Not

homeownership rates of minority and nonm nority Avai |l abl e Avai |l abl e

| ow and noderate-incone famlies with children

i ncreases by 0.4 percentage points to 76.0

percent by 2003.%

Strategic Goal 3: Pronote housing stability, self-sufficiency and asset devel opment of

fam |lies and individuals.

Di scretionary BA (Dollars in Thousands) 0 0 0

FTE 9 9 9

Strategic Goal 4: Inprove comunity quality of life and econonmic vitality.

Di scretionary BA (Dollars in Thousands) 0 0 0

FTE 8 8 8

a/l Data are available in odd years. The 2001 goal is based on actual acconplishnent of
75.2 percent in 1999.
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