DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

HOUSI NG

FLEXI BLE SUBSI DY FUND

PROGRAM HI GHLI GHTS

I NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
Program Level : (Regul ar Program
Unobl i gat ed Bal ance, SOY ....... $279, 189 $281, 851 $300, 348 +$18, 497
Offsetting Col lections, Net ..... $14, 736 $20, 000 $20, 000
Recapture fromprior years: ..... $1, 503
Gbligations ............. ... ..... -$13, 577 -$1,503 L +$1, 503
Unobl i gat ed Bal ance, EOY ........ $281, 851 $300, 348 $320, 348 +$20, 000

SUMVARY OF BUDGET ESTI MATES

During fiscal year 2003, carryover fromfiscal year 1995, the |ast year when
authority was provided, will be used for new reservations. Recaptured funds from prior
years that had used fiscal year 1995 carryover will also be used for new reservations.
Activity will be restricted to structure and health and safety needs in projects that
received Section 202 | oans and capital advances. |n addition, the refunding of excess
rental incone remtted to the Departnent could be made from either the Rental Housing
Assi stance Fund or the Flexible Subsidy Fund, as authorized by Section 532 of the fisca
year 2000 Appropriations Act and anended by Section 861 of the Anerican Homeownership and
Econom c Opportunity Act of 2000

EXPLANATI ON OF | NCREASES AND DECREASES

Offsetting collections for fiscal year 2003 are expected to be the sane as in fisca
year 2002. Funds fromfiscal year 1995 are not anticipated to be available for
obligation. The unobligated balance will only consist of excess rental incone.

PROGRAM DESCRI PTI ON AND ACTI VI TY

The Fl exibl e Subsidy Fund was initially authorized by the Housing and Conmunity
Devel opment Amendnents of 1978, subsequently amended by the Housing and Community
Devel opment (HCD) Act of 1987, and further anended by the MKinney Honel ess Assi stance
Amendnments Act of 1988. The HCD Anendments of 1978 established the Flexible Subsidy Fund
into which repaid funds would be credited along with any transfer fromthe Rental Housing
Assi st ance Fund.

The projects eligible for Flexible Subsidy assistance originally included those
assi sted under the Section 236 interest reduction program the Section 221(d)(3) bel ow
mar ket interest rate program and the Section 101 rent supplenment program Eligibility
was expanded in 1983 to include projects converted from Section 236 or Section 101 to
assi stance under Section 8 of the 1937 Housing Act; and in 1987 to include certain
proj ects which had received Section 202 |oans for elderly or handi capped housing, and
projects assisted under Section 23 of the 1937 Act (as in effect prior to 1975).

Proj ects under Sections 236, 221(d)(3), 101, and 202 which are acquired and
subsequently sold by HUD with nortgage insurance and affordability restrictions also were
eligible for Flexible Subsidy assistance



Fl exi bl e Subsi dy Fund

The original objectives of the Flexible Subsidy programwere to: (1) reduce clains
on the Department's nortgage insurance funds by aiding projects in financial distress
where existing sources of financial relief are inadequate to cure the projects' problens,
and (2) preserve and protect the existing supply of Iow and noderate-income housing by
upgradi ng the quality of management services and effecting short-term inprovements which
wi |l enable projects to becone self-sustaining and remain affordable.

The enactment of the Multifam |y Assisted Housing Reform and Affordability Act of
1997 expands the tools available to address the needs of insured and HUD-held nultifamly
projects. The use of alternative funding for FHA-insured projects has elinm nated the
need for the Flexible Subsidy.

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

The Fl exi bl e Subsidy Fund supports the Departnent’s Strategic Goal #3, “lnprove the
qual ity of public housing and provide nore choices for its residents” by providing
activities related to health and safety needs in projects that received Section 202 | oans
and capital advances.

SELECTED PERFORMANCE MEASURES

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

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

Strategic Goal 3: Inprove the quality of public housing and provide nmore choices for
its residents.

Di scretionary BA (Dollars in Thousands) $0 $0 $0
FTE
Headquarters 0 0 0
Field 13 13 13
Subt ot al 13 13 13

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 Assisted MF | Assisted MF| Assisted MF
assisted multifamly units meeting HUD 92. 5% 95. 5% 97%
physi cal standards increases 1.5 percentage

points.

I ndi cator: Share of HUD assisted properties Assisted MF | Assisted MF| Assisted MF
observed with exigent health and safety or 39. 6% 39% 38. 4%
fire safety deficiencies decreases by 1.0 antici pated
percentage point for public housing and by
0.6 percentage point for assisted

mul tifam |y housing.

I ndi cator: The average satisfaction of 71% 72% 73%
assi sted renters and public housing tenants
with their overall living conditions
increases by 1 percentage point.

I ndi cator: The share of units that have Assi sted MF Assi sted MF Assi sted MF
functioning snmoke detectors and are in 90. 8% 91.5% 92. 2%




Fl exi bl e Subsi dy Fund

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

bui Il dings with functioni ng snoke detectors antici pated

increases by 1.2 percentage points for

public housing and by 0.7 percentage points

for assisted nultifam |y housing.

FTE Tot al 13 13 13




