DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

PUBLI C AND | NDI AN HOUSI NG

REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG

PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
Program Level :
Budget Authority
Appropriation ................. $575, 000 $573, 735 $574, 000 +$265
Rescission .................... -$1, 265 e e e
Subtotal .................... $573, 735 $573, 735 $574, 000 +$265
Carryover/ Recaptures ........... $660, 489a/_ $580, 969 e - $580, 969
Subtotal ..................... $1, 234, 224 $1, 154, 704 $574, 000 - $580, 704
oligations ..................... $653, 255 $1, 154, 704 $574, 000 - $580, 704
Budget Qutlays .................. $486, 868 $551, 624 $608, 281 +$56, 657
a/  Includes $316,425 in collections, and $507,582 in recaptures
SUMVARY OF BUDGET ESTI MATES
The Departnent is requesting an appropriation of $574 million for the Revitalization

of Severely Distressed Public Housing (HOPE VI) programin fiscal year 2003. Grant
funding will be awarded conpetitively to Public Housing Authorities (PHAs) to address
their severely distressed public housing developnents. |n addition, tenant-based
assistance will be provided to famlies living in units that are scheduled to be
denol i shed. Funds for renewal of these tenant-based units are requested under the
Housing Certificate Fund. The requested funding is expected to provide the requisite
I evel of annual support for the Department to achieve the Admi nistration’s goal of
revitalizing the nation’s severely distressed public housing

In fiscal year 2003, the Departnment plans to approve total demplitions of at |east
13, 000 obsol ete units, of which 4,255 will be denolished under the HOPE VI program The

Department will also fund approximtely 9,479 replacenent units. To stinulate healthy
and stable conmmunities, and to reverse past patterns of isolation, and over-
concentrations of very lowincone famlies, replacement units will largely be

incorporated in economically diverse nei ghborhoods

Of the requested appropriation, $6.25 mllion has been designated for technica
assi stance, which will be provided directly or indirectly by grants, contracts,
cooperative agreenments or private oversight. The provision of such assistance
especially for the majority of HAs that are inexperienced with denolition, and the
rel ated redevel opnent of new units, is critical to ensure that these activities are
conducted in a tinmely manner in accordance with an established plan

The conplexities of the program and its national scope, underscore the need for
funding for data collection, and to provide on-site managenent expertise to nonitor HA
demplition and revitalization activities. The Departnment’s Office of Public Housing
I nvestments (OPHI) has devel oped and inplemented a project managenent/data coll ection and
verification process, and an inspection process that together enables the office to
moni tor and assess progress against specific performance criteria. This results in
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program enhancenents and ri sk assessnents, which are used to effectively target staff
time, technical assistance, and training

In addition, of the requested appropriation, $5 mllion has been designated for the
Nei ghbor hood Networks Initiative and up to $50 million has been designated for grants for
capital costs at properties for which public housing subsidies are being converted to
proj ect-based voucher assistance. These grants are necessary to permt the financing of
the remaining capital costs. Please see a description of this initiative in the Capita
Fund budget justification

EXPLANATI ON OF | NCREASES AND DECREASES

The fiscal year 2003 request of $574 million is approxi mtely the same as the anount
enacted for fiscal year 2002. OQutlays are estimated to increase in fiscal year 2003
reflecting the increased spend-out of obligations as nore pipeline projects are
conpl et ed.

PROGRAM DESCRI PTI ON_ AND ACTIVITY

Established in 1993 to address the problem of severely distressed public housing
the programwas initially chartered as a revitalization programthat allowed the
sel ective demplition of buildings too costly to nodernize and that had high
concentrations of poverty. The program has evolved dramatically over the years due to
i nnovations by program grantees, to include fostering public/private partnerships
br oadeni ng community income ranges, inproving the provision of services, etc. The amunt
of outside funds |everaged by HOPE VI funds have increased from an average of $.31 per
HOPE VI dollar in 1993 to an estimted $3.57 per dollar in 2003. Due to the broader m x
of income levels and the private investment made through | everaged transactions, public
housi ng benefits from market incentives that prompte good nmintenance, better design, and
more efficient management. These outcomes al so pronote incentives for resident
responsibility and self-sufficiency, as well as the educational devel opnent of the
younger popul ation. For these reasons, HOPE VI has played an inportant role in the
Department’s efforts to revanp many public housing communities.

As a condition of participation, program applicants are required to develop a
conprehensi ve strategy to inplement |ocal welfare reform objectives and programns.
Approxi mately 9 percent of funds awarded to grantees, on average per year, are budgeted
for community service and self-sufficiency activities. The provision of effective
focused self-sufficiency initiatives is a vital program elenent to enable public housing
to regain its role as a solid foundation for lowincone famlies who are determ ned to
inmprove their econom c standing. Wrking closely with HOPE VI grantees, the Departnent
underscores the inportance of resident responsibility as well as conmunity and supportive
services in order to neet the social and econom c needs of the residents and the
surroundi ng comrunities

To date, through the HOPE VI and Capital Fund prograns, the Departnment has approved
the demplition of approximtely 135,000 obsol ete and distressed units while actually
denolishing 77,000 units. Of the total approved denolitions, the HOPE VI revitalization
programis responsi ble for approximtely 70,000 units. Of the actual demplitions, the
HOPE VI revitalization programis responsible for 47,268 units. Approximtely 13,000
units are estimated to be denolished in fiscal year 2002. Many famlies are being re-
housed with Section 8 rental assistance, enabling themto choose their housing
ci rcunstances, but hard unit replacenents are also necessary. Often, the inclusion of
hard units in the redevel opment plan is vital to the cultivation of the requisite
communi ty support for the demplition of buildings, which may still be occupied. To date,
the HOPE VI program has conpl eted 14,554 new and rehabilitated units, and plans to add an
additional 5,331 units in 2002
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Al t hough the Revitalization of Severely Distressed Public Housing (HOPE VI) program
was expected to sunset at the end of fiscal year 2002, the Administration is requesting
continued authorization for the program

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

The HOPE VI programis essential to achieve HUD's Strategic Goal 3: |Inprove the
qual ity of public housing, and provide nmore choices for its residents. The primary
function of the HOPE VI program serves to address objective 3.3: |Inprove physical and

related conditions in public and assisted housing. But the program funds nore than

i mprovenents to the physical conditions of the public housing stock. The HOPE VI program
al so recogni zes the inportance of inproving the non-housing conditions of public housing
residents and so it devotes significant resources toward comunity service and self-
sufficiency activities. By doing so, the program al so addresses objective 3.1: Help
fam lies in public and assisted housing make progress toward self-sufficiency and become
honmeowner s

In fiscal year 2001, a total of $491 million in HOPE VI revitalization grants were
awarded through 16 grants to 15 cities. These awards are expected to support the
demolition of 7,923 units of obsol ete public housing (6,046 units were occupied, and
approximately 1,877 units were vacant), the devel opnent of 5,371 replacement units, and

the major rehabilitation of 24 obsolete public housing units. The $491 million
investment is expected to help generate a record $1.76 billion in additional investnent
in housing and jobs programs at public housing devel opnents, including $1.6 billion in
private funds, and over $140 mllion in other government funds. This additional
investment is projected to fund 6,894 units of affordable and market-rate housing to
conpl ement the HOPE VI replacement housing. The Department also awarded $75 mllion to
support 43 denolition-only grants in 24 cities, which are expected to rempve

approxi mately 10, 293 severely distressed units. |In addition to the grants awarded in

2001, the HOPE VI program also relocated 6,923 famlies, demolished 12,375 units,
conpl eted 4,044 new and rehabilitated units, and occupied 3,579 units.
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SELECTED PERFORMANCE MEASURES

Housi ng

NOTE: Targets are prelimnary and may be revised with the subm ssion of the full APP

docunent .

STRATEGI C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003

Strategi c Goal 3:

its residents.

I mprove the quality of publ

i ¢ housing an

d provide nmore choices for

Di scretionary BA (Dollars in Thousands) $573, 735 $573, 735 $574, 000
FTE
Headquarters 56 61 61
Field 103 115 115
Subt ot al 159 176 176

Strategic Objective 3.1:

Help families in public and assis
toward sel f-sufficiency and becone homeowners.

ted housi ng make progress

I ndi cator: Among non-el derly, non-disabl ed 49% 50% 51%

public housi ng househol ds with dependents,

the share that derive nore than 50 percent

of their incone fromwork increases by 1

percent age point.

Strategic Objective 3.3: |Inprove physical and related conditions in public and

assi sted housi ng.

I ndi cator: The share of public housing and Publ i c Publ i c Publ i c

assisted nultifamly units that meet HUD- Housi ng: Housi ng: Housi ng:

establ i shed physical standards increases by 88. 2% 91. 2% 92. 7%

1.5 percentage points. Mul tifam |y Mul tifam |y Mulitfam |y
92. 5% 95. 5% 97%

I ndi cator: The HOPE VI Revitalization In Order In Order In Order

Devel opment program for public housing Li st ed: Li st ed: Li st ed:

rel ocates 3,160 fam lies, demolishes 3,905 6, 923; 4, 658; 3, 160;

units, conpletes 6,821 new and 12, 375; 12, 207; 3, 905;

rehabilitated units, and occupies 6,201 4, 044; 5, 331; 6, 821;

units. 3,579 4,569 6201

I ndicator: As part of the efforts to 13, 513 13, 000 13, 000

elimnate 100,000 units of the worst public

housi ng, demolish 13,000 units during

fiscal year 2003.

FTE Tot al 159 176 176




