DEPARTMENT COF HOUSI NG AND URBAN DEVELCPMENT
HOUSI NG

RENTAL HOUSI NG ASSI STANCE PROGRAM
(Section 236)

PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2000 2001 2002 2002 vs 2001
(Dol l ars in Thousands)
Budget Authority
Unobl i gat ed Bal ance, SOY ....... $397, 495 $365, 918 $600, 918 +$235, 000
Recapture fromprior years: ..... $15, 632 $400, 000 $200, 000 - $200, 000
Use - IRP Gant Program......... c - $100, 000 - $300, 000 - $200, 000
Use - State Aided Anendnents .... -$42,599 - $60, 000 - $60, 000
Restored/Lapsed ................. -$4, 610 - $5, 000 . +$5, 000
Unobl i gat ed Bal ance, eoy ........ $365, 918 $600, 918 $440, 918 -$160, 000
Units (pipeline)
Units Eligible for Paynent,
start of Year (Estimate) ....... 464, 020 446, 300 425, 329 -20,971
Units Eligible for Paynent,
Adjustnents ............ . ... ..
Recaptures (Units) .............. -17,720 -20,971 -20, 000 +971
Units Eligible for Paynent, End
of Year (Estimate) .............. 446, 300 425, 329 405, 329 - 20, 000

NA=Not Appl i cable
SUMVARY OF BUDGET ESTI MATES

No appropriation is requested for the Rental Housing Assistance programin 2002. No new
comm tent activity has occurred since the programwas termnated in 1973, when contract
approval s for new projects were discontinued. However, the program does have activity from
recaptures or anendnents in connection with State-aided projects, which continue to be funded
utilizing the set-asides of contract authority provided for in the 1983 Suppl enent al
Appropriations Act. Section 533 of the 2000 Appropriations Act (P.L. 106-74) provided authority
to use recaptures fromexpiring and term nating Section 236 projects to fund the | RP G ant/Loan
programfor the rehabilitation of nmultifam |y projects. The fiscal year 2002 Budget proposes
repeal of the I RP Loan portion of the programand reflects inplenentation of IRP Gants funded
rehabilitation activity beginning in fiscal year 2001. In addition, excess rental charges, once
transferred to the Rental Housing Assistance Fund, and then to the Flexible Subsidy Fund, are now
retai ned by the owner for project use pursuant to Section 532 of the 2000 Appropriations Act.

EXPLANATI ON OF | NCREASES AND DECREASES

The fiscal year 2002 Budget reflects full inplementation of the | RP Rehab program Proposed
regul ations for the new program are presently under review

PROGRAM DESCRI PTI ON AND ACTI VI TY

Oiginal Program The Section 236 program as enacted in 1968, provides a subsidy to reduce
nortgage i nterest paynents. The maxi mum subsidy available to a project was set at the difference
between the nonthly paynent for principal, interest, and nortgage insurance prem umon the
out standi ng nortgage at the market rate of interest and the nmonthly payment that woul d be
required under a nortgage bearing an interest rate of 1 percent.

A basic rental charge that was deened sufficient to neet operating expenses plus debt
servi ce expenses at the 1 percent rate of interest was determ ned for each unit. Every tenant is
required to pay the basic rental charge or up to 30 percent of income, whichever is higher.
Contract approvals for new projects were discontinued in January 1973, except for "bona fide"
conm tments outstanding at that tine and for amendments to prior contracts.
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“Deep Subsidy” Program The Rental Assistance Paynments (RAP/"deep subsidy") program
aut hori zed by the Housing and Community Devel opment Act of 1974, was designed to aid very |ow
incone families in Section 236 projects by permtting HUD to provi de additional subsidies equal
to the difference between the basic rent and 30 percent of incone for a certain percentage of
units in a project. Mdst insured projects receiving RAP funding have converted to Section 8
assi stance. The remaining inventory of RAP assisted projects is largely limted to State-aided,
bond-fi nanced, projects which continue to receive amendnent funding froma special set-aside.

State Agency Financed Projects (RAP funding). Anendnents to State agency sponsored RAP
projects will continue to be funded utilizing the set-asides of contract authority provided for
in the 1983 Suppl enental Appropriations Act.

Preservation Prepaynent. As an incentive to attract devel opers into the original Section
236 program participants were given the right to prepay their subsidized nortgage after
20 years.

In the 1990’s, when nortgages began to hit the 20-year mark, the Departnent inplenmented the
Preservation programto encourage project owners to continue in the | owincone housing program
Approximately 9,444 units were prepaid in 2000, and prepaynents are anticipated at 11,330 units
in 2001 and 13,596 units in 2002.

Wthin the projects whose owners were given the right to prepay, sone of the units are
al ready occupi ed by tenants receiving Section 8 assistance. Oher tenants nmay be inconme eligible
but not presently receiving assistance. Wen owners prepay, these tenants may face rent increases
and will be assisted with Tenant Protection vouchers.

Once the Section 236 nortgage is prepaid and |iquidated, the IRP interest subsidy contract
termnates. Therefore, previously obligated contract authority and inputed budget authority are
subject to recapture.

IRP Grant Program Title V of the 1998 Appropriations Act nakes | RP recaptures avail able
for grants to project owners. Fiscal year 2001 programactivity is expected to reflect the
previously planned obligation of |RP budget authority becom ng avail able as a result of
Preservation prepaynents that occurred during fiscal year 2000. Recaptured authority fromfiscal
year 2001, together with re-use of a portion of IRP recaptures anticipated in 2002 conprise the
obligation estimate for fiscal year 2002.

The Housi ng and Urban Devel opment Act of 1968 authorized the Secretary to establish a fund
for the deposit of rental collections in excess of the established basic rent for units in
subsi di zed Section 236 projects. Pursuant to Section 201 of the Housing and Community
Devel opnent Anendments of 1978, excess rental collections that continue to be deposited into the
fund are to be paid to the Flexible Subsidy Fund. However, recent Appropriations Acts contain
provisions likely to result in reductions of the collections of these excess receipts. The
following table reflects the status of funds:

ACTUAL ESTI MATE ESTI MATE
2000 2001 2002
(Dol l'ars in Thousands)
Fund bal ance, start of year.......... $506 $506 $506
Recovery of prior year obligations...
Excess rental collection............. 19, 001 17,101 16, 246
Ref und of Excess Income..............
Paynments to Flexible Subsidy Fund.... -19,001 -17,101 -16, 246
Fund bal ance, end of year............ $506 $506 $506

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

The Rental Housing Assistance program supports the Department’s Strategic Goal s #1,
“Increase the availability of decent, safe and affordable housing in Anmerican comunities” and
#5, “Ensure public trust in HUD.”

SELECTED PERFORVANCE MEASURES

ACTUAL ENACTED ESTI VATE
2000 2001 2002

Strategic Goal 1: Increase the availability of decent, safe and affordable housing in
Ameri can communi ti es.

Di scretionary BA (Dollars in Thousands)

FTE 5 5 5

Strategi c Goal 5: Ensure public trust in HUD

Di scretionary BA (Dollars in Thousands)

FTE 16 16 16
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