DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT
SALARI ES AND EXPENSES, HOUSI NG AND URBAN DEVELOPMENT
BUDGET ACTIVITY 3. HOUSI NG PROGRAMS

The consol i dated di scussion for the appropriation “Salaries and Expenses, HUD' is shown in
Part 3 of these Justifications. Al data are presented on a conparable basis for the 3 fiscal
years: 2000, 2001, and 2002.

SUMVARY CF BUDGET REQUEST

For fiscal year 2002, Housing's Sal aries and Expenses Budget request is for $4,202,000 in
contract funds and $4, 463,000 in travel funds. This represents an increase in contract funds of
$942, 000 and an increase in travel funds of $480,000 over the current estimtes for fiscal
year 2001. These increases are due entirely to the transfer of the functions currently being
performed by the Office of Multifam |y Housing Assistance Restructuring (OWHAR) to Housing
following the sunset of the authority for OWAR at the end of fiscal year 2001.

SCOPE OF ACTIVITY

The Housing staff is responsible for inplementing |egislation which authorizes the
Departnent to assist projects for occupancy by very | owincone, |owincone and noderate-incone
househol ds, to provide capital grants to nonprofit sponsors for the devel opnent of housing for
the elderly or handi capped, to underwite nortgage or |oan insurance to finance new construction,
rehabilitation or the purchase of existing dwelling units, and to conduct several regulatory
functions. The |egislation includes:

. The U. S. Housing Act of 1937, as anended, which authorizes rental assistance to certain
| ower -i ncome househol ds under Section 8 of the Act;

. The National Housing Act, as anmended, which authorizes the provision of nortgage or |oan
insurance for single family and nmultifamly housing and for health care facilities such
as hospitals and nursing hones;

. Sections 201 and 203 of the Housing and Conmunity Devel opnent Anendnents of 1978, as
anmended, whi ch govern the managenment and disposition of multifam |y housing projects;

. Section 202 of the Housing Act of 1959, as anended, which authorizes capital grants and
rental assistance for the devel opnent of housing for the elderly or handi capped;

. Section 811 of the National Affordable Housing Act of 1990, as anended, which authorizes
capital grants and rental assistance for the devel opment of housing for the disabl ed;

. Title IV of the Housing and Community Devel opment Amendnents of 1978, as anended, which
aut hori zes the Congregate Housing Services program

. Section 542 of the Housing and Conmunity Devel opnent Act of 1992 governing Miltifamly
ri sk-sharing prograns;

. Section 101 of the Housing and Urban Devel opnent Act of 1965, as anended, which
aut hori zes rent suppl ements on behal f of needy tenants living in privately owned,
privately operated and privately financed housing;

. Title VI of the fiscal year 1999 Departments of Veterans Affairs and Housing and Urban
Devel opnent and | ndependent Agenci es Appropriations Act, which governs FHA property
di sposition reform

. The Interstate Land Sales Full Disclosure Act, as anmended, which requires devel opers of
subdivisions to file registration statements with the Secretary;

. The National Manufactured Home Construction and Safety Standards Act of 1974, as amended
by the Manufactured Housing | nprovement Act of 2000, which authorizes HUD to devel op and
enforce construction and safety standards for all manufactured homes sold in the United
St at es;

. The Real Estate Settlenent Procedure Act of 1974, as anended, which authorizes the
regul ation of certain lending practices and settlenment and closing procedures in
Federally rel ated nortgage transactions to elimnate unnecessary costs and to mininize
difficulties of settlenent; and
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WORKLOAD
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The

The Multifam |y Assisted Housing Reformand Affordability Act of 1997, which governs the
renewal of Section 8 project-based rental assistance and contains the authority for
mul tifam |y nortgage restructuring.

princi pal workload for Housing staff, partners and contractors is:

provi di ng, increasing, naintaining and preserving hone ownership, especially for
under served and unserved popul ati ons, by insuring nortgages and | oans used for the
acqui sition, rehabilitation or inmproverment of existing hones;

preserving hone ownership for elderly Anericans through the insurance of "reverse"
nortgages that allow elderly honeowners to remain in their hones by converting the
equity in their homes to a stream of inconeg;

encour agi ng the devel opment of affordable rental housing by insuring nortgages on
both new and exi sting apartment buil dings;

implenmenting Multifamly Accel erated Processing (MAP), new procedures for processing
applications for HUD nmultifam |y nortgage insurance nore efficiently, with the
support of qualified nortgage |enders;

i mpl ementing the Devel opnent Application Processing (DAP), an automated underwiting
systemto support the processing and tracking of applications for HUD multifamly
nort gage i nsurance, for use both by HUD staff and qualified nortgage | enders;

supporting the provision of comunity-based health care and econonic devel opnment by
insuring nortgages on hospitals and other health-care facilities, such as nursing
homes and assisted living facilities;

reengi neering the portfolio of project-based Section 8 assistance so that FHA | osses
will be minimzed and all projects will be financially viable with narket-rate
rents;

devel opi ng underwriting standards, nmaking actuarial determ nations, and establishing
fees and premuns for nortgage insurance for hones and projects and other financial
and rel ated assi stance authorized by the National Housing Act;

col l ecting FHA nortgage i nsurance prem uns, processing and accounting for prem uns,
refunds to | enders/honmeowners and insurance clains, providing financial/accounting
servi ces for assigned | oans, HUD-insured/ HUD- hel d nortgages/ notes, real property
acqui sitions/dispositions and note sales for Single Famly/Miltifamly/Title |

i nsured prograns;

managi ng FHA financial assets through | oan sales, debt restructuring and other |oss
mtigation initiatives;

perform ng property disposition activities which include supervision of contractors,
managenment of the property inventory and sal e of properties;

provi di ng debt managenment and col |l ection services to recover debts owed to the
Federal Governnent arising fromFHA i nsurance prograns, |oan prograns, and ot her HUD
progr ans;

perform ng preapplication and other review activities through to construction
conpl etion, execution and cl osing of contracts and nortgages;

participating in the analysis, review, and evaluation of HUDinsured and other
mul tifamly projects during the constructi on and occupancy stages;

reviewi ng and nonitoring nultifamly projects including anal yzing operating
statements, annual financial reports and inspecting the physical condition of
projects to ensure that appropriate nanagenent activities are conducted as well as
enforcing the terms and conditions of contracts between HUD and partici pants;

reviewi ng and nonitoring State agency administration of Federal housing prograns;
setting standards and providing oversi ght for servicing and managi ng the di sposition
of HUD-i nsured and HUD-hel d nortgages for Single Famly and Multifam |y insurance
prograns, negotiating forbearance agreenents, and handling assignnments of nortgages;

devel opi ng and managi ng housing progranms for the elderly and disabl ed;
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. devel opi ng new i nstructions and i ssuances and revising existing i ssuances;

. managi ng contract renewal s, opt-outs and replacenent subsidies for expiring
Section 8 project-based subsidy contracts;

. directing special initiatives such as Nei ghborhood Networks and the Safe
Nei ghbor hood Action Program (SNAP), which require coordination with owners,
managers, residents, comunity groups, |ocal businesses and providers of social and
educati onal services;

. provi ding progranmatic regulation of the nortgage finance activities of Governnent
Service Enterprises (GSE) by establishing, nonitoring and enforcing housing goals,
approvi ng new prograns, establishing additional fair |ending requirenments, and
expandi ng awar eness of the GSE s nortgage purchase activities;

. nmonitoring and review ng the performance of nortgage | enders and other program
participants for conpliance with Federal housing programrequirenents under the
Nat i onal Housing Act, including approving | enders for participation;

. endor si ng nortgages which have been processed by approved FHA Title Il |enders for
Single Famly;

. performng policy and program support for FHA Title |, including interpretation of
regul ati ons, answering questions fromlenders, and addressi ng consumer conplaints
and concerns;

. adm nistering grants made to non-profit agencies, including paying grantees and
revi ewi ng supporting docunentation;

. certifying or recertifying housing counseling agencies;

. devel opi ng and enforcing the Manufactured Home Construction and Safety Standards
whi ch require extensive coordination with State agencies, industry and consuner
groups to regul ate over one-third of the total U S. Single Fanmly housing
producti on;

. exam ning registration statements and other required material from devel opers of
subdi vi sions involved in interstate comrerce to deternmine their formal and |egal
adequacy and issuing exenption orders and advi sory opinions under the Interstate
Land Sal es Regi stration Act;

. protecting consuners of real estate settlenent services by requiring disclosures of
settlement costs;

. performng reviews of single famly case files to ensure conpliance with |aws and
regul ati ons;

. providi ng technical support to HUD counterparts, non-profits and State and | ocal
governmental entities;

. devel opi ng and inpl ementing the FHA Technol ogy Open To Al Lenders (TOTAL) Scorecard
Program a scorecard depl oyed for use through approved autonated underwiting
systens, which provides a convenient, fast and | ow cost service to both | enders and
borrowers; and

. reengi neering the data flow and | ender’s work processes to maxi m ze the use of
I nternet technol ogy.

STAFF FUNCTI ONS
1. HEADQUARTERS STAFF FUNCTI ONS

Headquarters staff have the responsibility for performing the follow ng principal
functions:

. devel opi ng, revising and eval uati ng program and policy recomendati ons for Housing
progr ans;

. directing and coordinating the adm nistrati on of Housing programs and providi ng
techni cal assistance and procedural guidance to the field staff;
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noni toring, review ng, and evaluating field program operations and revi ewi ng
admi ni strative practices of |ocal agencies to ensure that prograns are managed
efficiently and that services and assistance are provi ded as intended;

operating and eval uating national origination and asset disposition strategies;
providing Credit Reformloan and | oan guarantee cost estimtes, GPRA performance
measures, accounting services followi ng GAAP and financial reporting to conply with
requi rements of |aws and regul ations pertaining to FHA prograns, financial
reporting, and financial audits;

providi ng actuarial and debt nmanagenent support for FHA prograns to ensure the
fiscal health of these funds;

provi di ng human resources, procurenent, conmunications and outreach, training and
other administrative support for Housing prograns;

admi ni stering regulatory functions of the Departnent as required; and

provi di ng budget formulation and execution support for Housing prograns and Sal ari es
and Expenses to ensure proper fiscal control and effective resource managenent.

FI ELD STAFF FUNCTI ONS

a.

b.

PRODUCTI ON
(1) Single Famly

. working in partnership with | enders, hone builders, real estate brokers,
State and | ocal governnents, non-profits and other menbers of the
residential nortgage market to expand and maintai n affordabl e homeownership
opportunities by insuring nortgages on existing and new one-to-four famly
hones; and

. insuring, nonitoring and revi ewing the nortgages originated and underwitten
by approved | enders and perform ng marketing and outreach activities
associ ated with | oan production.

(2) Multifamly

. working directly with nortgage | ending partners and reinsurers, sponsors,
devel opers, state and | ocal governnents, and nortgagees in the preparation,
review, and approval of applications for grants, and nortgage insurance; and

. processing the initial inquiry about obtaining program assistance and
continuing through the revi ew and approval of applications, the execution of
assi stance contracts, the inspection and conpl etion of construction, and the
closing of |oans and grants, execution of Project Rental Assistance
contracts, issuance of FHA conmitnents and endorsenents of nortgage
i nsur ance.

ASSET MANAGEMENT and REAL ESTATE OMED

(1) Single Fanmly

. preserving the quality and financial integrity of FHA-insured housing,
including the disposition of Secretary-owned properties and nortgages;

. provi di ng technical assistance to |lenders on |loss-nitigation techniques and
procedur es;

. monitoring lenders’ |oss-mitigation perfornance;

. managi ng and nonitoring contractors responsible for the servicing of
Secretary-hel d nortgages;

. provi di ng technical assistance to |lenders on the servicing of FHA-insured
nor t gages;

. managi ng and di sposi ng of HUD-owned properties, including the nanagi ng and
noni toring of Managenent and Marketing (M&) contractors and property/file
revi ew contractors; and
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. revi ewi ng servicing nortgagees for conpliance with FHA guidelines and
statutory requirenents.

(2) Multifanmily
. working with residents, owners and comunities to make every HUD

assi sted/insured property a better place to live and an asset to the
surroundi ng nei ghbor hood;

. preserving the housing quality and fiscal integrity of HUD
assi st ed/ subsi di zed/ i nsured housi ng prograns; and

. managi ng and servicing HUD-i nsured and HUD- hel d nortgages, including the
di sposition of HUD held properties and nortgages, managi ng Housing's
subsi di zed prograns, and managi ng the Direct Loan and grants portfolios.

c. COVPTROLLER/ FI NANCI AL OPERATI ONS CENTER

. provi di ng asset recovery services including debt managenent and collection
of FHA assets;

. provi di ng asset managenment services to Headquarters and the field including
identifying causes of delinquency and debt, and reconmendi ng nethods to
i mprove debt managenment and increase collections; and

. providi ng servicing support for the Title |I Program

OTHER SERVI CES

The principal Salaries and Expenses contract categories for the Ofice of Housing are:
technical services, data and statistical services, and general support. The followi ng table
identifies the estimated costs in Housing for these Other Services categories and a description
of the 2002 estimate:

BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2002 vs 2001

(Dol lars i n Thousands)
Technical Services ............ $2, 708 $2, 537 $2, 703 $3, 522 +$819
Data and Statistical Services . $336 $550 $367 $450 +$83
General Support ............... $206 $180 $190 $230 +$40
Total ... $3, 250 $3, 267 $3, 260 $4, 202 +$942

1. Technical ServiCeS. ... ... e e e $3, 522 Thousand

a. Hone Mortgage Disclosure Act (HVDA) ADP Support Service (IAA with the Federal
RES I V) . ottt e $400 Thousand

HUD is required by Congress to collect HVDA data fromall nortgage banking
organi zations not regul ated by a Federal financial organization and provide data to the Federal
Reserve Board (FRB). Associated FRB's costs are allocated back to Housing through the | AA
(Funding for 2001: $339 thousand)

b. Non-Gtizen Rule Inplenmentation. ............ ... $36 Thousand

This is a contract for gaining access to the Immigration and Naturalization Service
dat abase to inplement the statutory requirenment of determning the citizenship/resident status of
persons receiving or applying for Housing assistance. (Funding for 2001: $36 thousand)

Cc. Section 8 Project-Based Payment ProOCEeSS. .. ... ...ttt $550 Thousand

This contract assists in the inplenentation of recomrendati ons and nonitoring
procedures governing the tinely paynent of Section 8 Project-based Housi ng Assistance Paynents
(HAP) vouchers. (Funding for 2001: $550 thousand)

d. Effectiveness of ECHO Denpnstrati ONn. . ......... .., $0 Thousand

This contract woul d provi de a broad-based survey of project-owners/nanager and
residents or focus groups to deternmine the feasibility of incorporating ECHO (El ders Cottage
Housi ng Opportunity) units into the Section 202 Program Specifically Congress has directed HUD
to determ ne whether ECHO units are durable enough for continued use over the life of a capital
advance (40 years). (Funding for 2001: $350 thousand)
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e. Residential Relocation.......... . e e e $100 Thousand

Wien it is deternmined that resident fanmilies in Housing projects nust be rel ocated
this contract furnishes themw th relocation data as well as assistance/services to physically
nove themto new decent, safe, and sanitary housing that neets the requirenments of any Section 8
certificate or voucher. (Funding for 2001: $70 thousand)

f. Investigative Services for RESPAILS .. ... . . . i $250 Thousand

This contract would provide investigative services for the Real Estate Settl enent
Procedures Act (RESPA)/Interstate Land Sales (ILS) Division for conplaints, asset searches and
other practices in the field. (Funding for 2001: $250 thousand)

g. Regulation of Fannie Mae and Freddie Mac ......... ... .. . ... $150 Thousand

This contract would provide financial services and nortgage narket expertise to the
O fice of Governnment Sponsored Enterprises (GSE) as it relates to the Departnent’s regul ation of
Fanni e Mae and Freddie Mac (the GSEs) (Funding for 2001: $150 thousand)

h. Auditing of Fannie Mae and Freddie MaC ......... ... ... $215 Thousand

This contract would provide the Ofice of GSE Oversight with a programto
i ndependently verify the data reported by Fannie Mae and Freddie Mac in connection with their
goal for affordable housing. (Funding for 2001: $209 thousand)

i. Technical Services for Asset Management . ... .......... ... $563 Thousand

This contract would provide for the preparati on of desk guides and revi sed handbooks
for multifamly tasks needed by the Ofice of Asset Managenent (Funding for 2001: $36 thousand)

j . Technical and AdVi SOrY SEIrViCeS . ...t e $0 Thousand

This contract woul d provide the services of an expert in “occupancy” to analyze al
existing information sources and to produce an updated version of the Housing occupancy handbook
(Fundi ng for 2001: $320 thousand)

K. Help DeSK ServViCeS. ... $366 Thousand

This contract woul d provi de services to support the Hel p Desk and activities in the
Ofice of Multifam |y Housing for the Tenant Rental Assistance Certification System (TRACS), the
Real Estate Managenent System (REMS), the Multifanmily Mrtgage Delinquency Default Reporting
(MDDR) and the Multifamily Data Quality Information System (DQ S) (Funding for 2001
$333 t housand)

I PATH Financial AdVi SOI . ... .. e e e e e $0 Thousand

This contract supports the inplenentation of the Federal Governnment’'s financia
programs specifically assisting the Federal Home Loan Bank System and FHA in supporting the
Part nership for Advancing Technol ogy in Housing (PATH) (Funding for 2001: $24 thousand)

m Custoner Satisfaction Survey Administration ............... ... ... $0 Thousand

This contract provides survey adm nistrative support to the HUD Real Estate
Assessnent Center for the Custoner Service and Satisfaction nationw de inplenmentati on process
(Fundi ng for 2001: $36 thousand)

n. Transitional Professional Support ......... ... .. $320 Thousand

This contract woul d provide transitional professional support as Housing assumes the
mul tifam |y nortgage restructuring activities previously perforned by OVHAR.  This transitional
support woul d consist of quality control analysts and other professionals. (Funding for 2001
See OVHAR Budget Justification)

0. Contract Administration and Disposition ............ ... ... $362 Thousand

This contract would provide for the performance of organi zational sunset and post-
sunset activities needed to ensure the orderly termination of OWHAR and transition of OVHAR
functions to Housing. It would also provide for the close-out of Qutreach and Training
Assi stance Grants (OTAG and Internediary Technical Assistance Grants (I TAG. (Funding for 2001
See OVHAR Budget Justification)

p. Annual Financial and Performance Support ........... ... ... $100 Thousand

This contract would provide for an internal audit of the inplenentation of
multifam |y nortgage restructuring activities both in headquarters and the field. (Funding for
2001: See OVHAR Budget Justification)
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g. Technology Integration, Technical Assistance and G her Support ........ $100 Thousand

This contract woul d provi de technical assistance in the devel opment of strategies
that integrate technology into multifanmily nortgage restructuring inplenentation. (Funding for
2001: See OVHAR Budget Justification)

r. Document Retention System........... .t $10 Thousand

This contract woul d provi de support both for the devel opment of a docunment retention
storage policy for the program |egal and other business docunents related to restructured
mul tifam |y nortgages and for the creation and nmanagenent of a storage systemto inplenent that
policy. (Funding for 2001: See OVHAR Budget Justification)

2. Data and Statistical ServicCes.........ii i e e $450 Thousand

a. Hone Mortgage Disclosure Act (HVDA) Data Survey............covivuinnn. $450 Thousand

This contract provides support for conducting a survey of all unregul ated nortgage
conpani es and | enders doi ng busi ness under FHA prograns. This work is Congressionally nmandated
with prescribed deadlines. (Funding for 2001: $367 thousand)

3. General SUPPOIt . . $230 Thousand

a.  General SUPPOIt . ... $230 Thousand

This itemcontains the funding requirement for non-contract Ot her Services such as
court reporting, sign | anguage services, satellite broadcasts, production and di ssem nation of
video prograns to provide programatic guidance to Housing staff and clients, advertisenents in
national publications to fill critical Housing positions, and participation in professional
organi zations. (Funding for 2001: $190 thousand)

TRAVEL

The table below identifies travel requirements for the Ofice of Housing:

BUDGET CURRENT I NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2002 vs 2001

(Dol lars i n Thousands)

Travel (HQ ..., $1, 713 $1, 000 $1, 617 $1, 937 +$320
Travel (Field) ................ $2, 205 $3, 568 $2, 366 $2, 526 +$160
Total ..o $3,918 $4, 568 $3, 983 $4, 463 +$480

For fiscal year 2002, the funding required for Travel to inplenent FHA and ot her Housing
prograns is estimated to be $4,463,000. This level of funding represents an increase of $480, 000
over the current estimate for fiscal year 2001. The increase is due entirely to the transfer of
the functions currently being performed by OWHAR to Housing following the sunset of the authority
for OWHAR at the end of fiscal year 2001.
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