FAI R HOUSI NG AND EQUAL COPPORTUNI TY
FAI R HOUSI NG ASSI STANCE PROGRAM
2010 Sumary Statenment and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al
FAI R HOUSI NG ASSI STANCE PROGRAM Request Carryover Resci ssi on Resour ces Obl i gati ons Qut | ays
2008 Appropriation ................ $25, 6202 $3, 637 L $29, 257 $25, 323 $32, 465
2009 Appropriation/ Request ........ 25, 500° 3, 874°¢ L 29,374 25, 330 24,063
2010 Request ... 29, 500 4, 044 . 33, 544 27,500 24, 287
Program | nprovenents/ O0ffsets ...... +4, 000 +170 L +4, 170 +2, 170 +224

a/ The fiscal year 2008 Appropriation reflected in this justification does not include $380 thousand for translation purposes outside of
the Fair Housing Assistance Program and Fair Housing Initiatives Program

b/ The fiscal year 2009 Appropriation reflected in this justification does not include $500 thousand for translati on purposes outside of
the Fair Housing Assistance Program and Fair Housing Initiatives Program

c/ Excl udes $60 thousand in expired funds.

Sumrary St at enent

The fiscal year 2010 budget request for the Fair Housing Assistance Program (FHAP) is $29.5 nillion, a $4 nillion increase over the fiscal
year 2009 enacted |evel, part of the Department’s overall increase of $19 nillion for fair housing. This increase will ensure the

avail ability of sufficient conplaint-processing funds in light of the projected increase in the nunber of cases processed by FHAP

agenci es, including conplaints of |ending discrimnation and nortgage abuse practices that target minority communities. This funding
includes $1 mllion to support the Departnent-w de Conbating Abusive and Fraudul ent Mrtgage Practices Initiative, which will fund
training to enhance the capacity of FHAP agencies to address |ending discrimnation and nortgage abuse.

Thi s budget addresses the increase in fair housing conplaints filed with FHAP agenci es. African Arericans, H spanics, and Asian Amrericans
experience discrimnation at |east 20 percent of the time that they search for a home, but the Department and its state and | ocal partners
recei ved only 10,552 conplaints in fiscal year 2008. The Departnment and FHAP agenci es have been working to increase conplaint filings
recogni zi ng that substantial discrimnation occurs and victins often do not know their rights and responsibilities and do not file
grievances. Between 1994 and 2008, FHAP agencies increased the nunber of investigations that they conpleted by 53 percent, going from
5,670 in 1993 to 8,672 in 2008. However during that time funding for FHAP has remained virtually stagnant, with $25.65 mllion in 1993
and $25.62 nillion in 2008.

The FHAP program has come under criticismin recent years for inconsistencies in fair housing investigations. A 2005 review by the
Government Accountability Ofice (GAO found that 30 percent of victinms contacting HUD or FHAP agencies had difficultly initially reaching
someone. | n addition, GAO found that many FHAP case files | acked proper docunmentation of the investigation. To address some of these
concerns, the Department’s fiscal year 2010 Budget for FHAP requests an increase of $4 mllion to rei nburse FHAP agencies for fair housing
investigations, enhance their capacity for fair housing and fair |ending enforcement, and support training for fair housing investigators.

In addition to an enphasis on fair housing enforcenent, this budget increase provides funds to address |ending discrimnation as part of
the Departnent’s Mrtgage Abuse Initiative. Rising unenploynent and falling hone prices, conbined with the freezing of credit narkets,
have led to a dramatic increase in foreclosures and forecl osure-prevention scans across the nation. The latter often target their
foreclosure rescue schenes to minority comunities. This loss in housing, as well as the increase in individuals |ooking for rental
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housing as a result of foreclosures, will lead to increased conplaint filings with FHAP agencies in fiscal year 2010. Al so, as FHAP
agenci es investigate the overwhelmng majority of discrimnation conplaints filed with government agencies (over 80 percent), the
Departnent’s FHAP funding prioritizes consistency and thoroughness anong FHAP agenci es in responding to | ending abuses by nortgage
conmpani es, while al so supporting the needs for case-processing funds anong agenci es.

Separately, the Departnent has requested $9 mllion as part of the Transformation Initiative described in a separate justification to
conduct a study of the level of housing discrimnation in the United States. The Department has conducted 3 such studies since the

Depart nent began undertaking this project in 1997. The npost recent study in 2000 estinated discrimnation faced by African-Anericans,

Hi spani cs, and Asians and Pacific Islanders and persons with disabilities. The 2010 study will provide conparable data to deternm ne any
changes in the level of discrimnation fromthe 2000 study. HUD, FHAP agencies and FHI P grantees will use the results to direct education
and enforcement projects. In addition, this study will allow the Department to determ ne the effectiveness of fair housing enforcenent
and education activities at the Federal, state, and |ocal |evel.

FHAP funds will be allocated to program conponents as follows (Reference Figure 1.):

e Conplaint Processing — $23.1 nmillion ($2.42 nmillion increase);

. National Fair Housing Training Acadeny (NFHTA)-- $1.5 million ($200 thousand decrease);
= Training — $2.4 nmillion ($1.1 mllion increase);

= Adninistrative Costs -- $2.5 nmillion ($800 thousand increase); and

. Capacity Building -- $0 ($120 thousand decrease).
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FY 2010 FHAP Budget
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Pr ogr am Backgr ound

Since 1980, the Departnent has provided financial assistance under the FHAP to state and | ocal agencies administering substantially
equi val ent fair housing laws. |In fiscal year 2010, these funds are projected to be distributed across the country to 72 | ocal agencies,
and 38 States, including the District of Colunbia.

Each FHAP agency nust administer a substantially equivalent fair housing | aw and execute a witten agreenent with HUD, according to the

i npl ementing regulation for the FHAP, 24 CFR Part 115. To maintain substantial equival ence status, FHAP agenci es nust conform conpl ai nt
processing to quality and tineliness standards enunerated in the regulation, at 24 CFR 115.206. Agencies that participate in the FHAP
must also: 1) conformto reporting and record-keeping requirenments; 2) agree to on-site technical assistance and gui dance and

i mpl ementation of corrective action; 3) adhere to policies and procedures provided by the Departnment; 4) not unilaterally reduce the |evel
of financial resources currently conmitted to conplaint processing; 5) if the agency adm nisters other anti-discrimnation |aws, it nust
spend at |east 20 percent of its total annual budget on fair housing activities; and 6) participate in HUD sponsored or HUD approved
training.
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Legi slative Authority. The Fair Housing Act, 42 U S.C. sec. 3601 et seq., prohibits discrimnation in the sale and rental of housing; in
residential real estate-related transactions; in the making and targeting of |oans; and in other housing-related activities. Section
810(f) of the Fair Housing Act requires the Secretary to refer fair housing conplaints to state and | ocal agencies when such agencies
enforce laws that provide rights, renedies, procedures, and availability of judicial review substantially equivalent to the Fair Housing
Act. Section 817 of the Fair Housing Act provides that the Secretary may assist such state and | ocal agencies in admnistering a fair
housi ng | aw t hrough the provision of financial assistance. Sections 808(e)(3) and (5) requires the Secretary of HUD to cooperate with and
render technical assistance to federal, state, local and other public or private agencies, organizations, and institutions that are

formul ating or carrying out programs that prevent or elimnate discrimnatory housing practices and to administer the prograns and
activities relating to housing and urban devel opment in a nmanner affirmatively to further the policies of the Fair Housing Act.

Program St at us
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In fiscal year 2008, the Departnment and FHAP agencies closed a record nunber of conplaints, 11,189 conplaints. The FHAP agenci es handl ed
8,554 conpl aints, or about 80 percent of the conplaints filed nationw de. The nunber of conplaints filed with FHAP agenci es have been

i ncreasing by approxi nately 10 percent each year. However, funding for the FHAP program has renmined virtually stagnant during that tine,
remai ning at around $26 nillion.
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In the 8,554 investigations that FHAP agencies conpleted in fiscal year 2008, they reached a determi nation of no cause to believe that
discrimnation occurred in 50 percent of those conplaints. They closed another 14.6 percent for adninistrative reasons where, for

exanpl e, a conpl ainant could no | onger be | ocated. FHAP agencies negotiated conciliation or settlement agreements between the parties in
29.3 percent of the conplaints, and they reached a determination of cause to believe that discrimnation occurred in 6.5 percent of the
conplaints. The positive outcones in these cases assist the individuals who file the conplaints, as well as the surrounding comunity.

The following are three exanpl es of cases handl ed by FHAP agencies in 2008:

I'n 2008, the California Departnent of Fair Enploynment and Housing (DFEH) obtained a $618,000 settlenent in a conplaint filed by
Fair Housing Council of Orange County (FHCOC), a private fair housing organization supported by the Departnent’s Fair Housing
Initiatives Program FHCOC had all eged that Plaza Court Apartments in Stanton, California, discrimnated against tenants with
children, and the DFEH s investigation corroborated that the apartment conpany prohibited children of the residents from playing
outside alone or on the grassy area. Residents who failed to conply with these rules were fined $50 and could be evicted. In
February 2006, DFEH found that Plaza Court Apartnents violated California's fair housing law and filed suit on behalf of the FHCOC
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and nine famlies who lived there. In August 2008, the DFEH reached an out-of-court settlement with Plaza Court Apartments for
$618, 000.

I n anot her case, the Rockland County Commi ssion on Human Rights (RCCHR), in Rockland, New York, negotiated a settlenent for a
father and daughter with disabilities, who requested that a builder and a tenants’ corporation nodify their unit, because it was
not constructed in an accessible manner. RCCHR found evidence that the tenants association had allegedly failed to performthe
agreed-upon inmproverments on the famly's apartment, based on the perception that neither the father nor daughter woul d pursue
their rights, based on the daughter’s nental disability and the father’'s advanced age and disability. As part of the settlenent,
the tenants association and builder agreed to pay the father and daughter $11,500 and refunded $2,500 i n nai nt enance charges.

I n Decenber 2008, the Texas Wirkforce Conmission Gvil Rights Division (CRD) settled a sexual harassnent case. The case began
with six fair housing conplaints filed at CRD by fenale tenants and the Austin Tenants’ Council, alleging that their |andlord, who
managed 30 rental properties in Brazos County, nmade unwel conme and unwanted verbal and physical sexual advances prior to granting
or denyi ng housing benefits; took adverse action against femal e tenants who refused sexual advances; and denied rental based on
the sex of a potential tenant. CRD investigated the conplaints, found reasonable cause to believe all discrimnatory housing
practices had occurred, and filed charges agai nst where the |andlord agreed to pay a total of $275,000 to the wonmen who filed the
conpl aints, the Austin Tenants’ Council, and CRD. The landlord is also permanently prohibited from managi ng rental property and
any of his sons who remain in managerment and supervision of rental properties nmust attend fair housing training provided by CRD.

FHAP agencies are closing cases within a reasonable tine frane. Under their substantially equivalent |aws, FHAP agencies are
mandated to close fair housing cases within 100 days, unless it is inpracticable to do so. Those that exceed 100 days are
referred to as “aged.” In fiscal year 2008, FHAP agencies closed 97 percent of the cases that had been “aged” before the start of
the fiscal year.

FHAP agenci es’ perfornmance has faltered in handling newy filed conplaints, suggesting that |evel funding of FHAP agencies over a
protracted period has had detrinmental effects on FHAP performance. Staff reductions at HUD over the past decade and consequently,
less staff it could conmit to oversight, may have al so contributed to the declining performance. |In fiscal year 2008, FHAP
agenci es closed half of their new cases (those that coul d have aged during fiscal year 2008) before they passed the 100-day mark,
falling short of the Departnent’s goal of closing at |east 53 percent of those cases before they reached 100 days.

In addition to needing to inprove the tineliness of case processing, the followi ng reports and revi ews have reconmended t he need
for inproved consistency in the processing of fair housing cases by FHAP agenci es and HUD:

I'n Cctober 2005, the General Accountability Office (GAO published its report, “Fair Housing: HUD Needs Better Assurance that

I ntake and I nvestigation Processes are Consistently Thorough” which nade several critical findings. It found the intake process
for HUD and FHAP agencies to be lacking: 30 percent of conplainants surveyed by GAO had difficultly initially reaching soneone;
failure to process about half of initial inquiries within 20 days, and a failure to follow HUD s protocols for collecting the
initial information. Wth respect to HUD and FHAP investigations, GAO found sone files |acked proper docunentation, such as
notices, investigative reports, and final determ nations.

HUD' s Office of Inspector General issued a report entitled “Eval uation of FHEO Housing Di scrim nation Conpl aint Processing and
Conpl i ance” in Septenber 2008, in which it exami ned case processing by HUD and FHAP. Looking at fair housing investigations in
2006 and 2007, the O G concluded that the documentation in HUD and FHAP case files was often inconplete; the case files sonetines
failed to include investigative plans, notification letters, determ nations, and conciliation attenpts. In addition, HUD and FHAP
agencies failed to conplete 40 percent of their investigations within 100 days.

The National Comm ssion on Fair Housing, chaired by former HUD Secretaries Jack Kenp and Henry G sneros, heard testinony regardi ng FHAP
processi ng of cases, which argued for nore oversight to ensure greater consistency with HUD policy anong the FHAP agencies. The
Conmi ssi on’ s Decenber 2008 report, “The Future of Fair Housing,” determined that “FHAP agency processes need not be identical to processes

at

HUD, but simlar interpretations of the | aw should apply to cases so there is no unequal justice. However, the Comm ssion received

reports of cases handl ed by FHAP agencies with outcones that were not consistent with federal law or with HUD policy. "MNoreover, even when
a FHAP agency has foll owed HUD gui dance and i ssued a determ nation of cause to believe that discrimnation had occurred, w tnesses
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appearing before the National Comm ssion on Fair Housing “expressed a nunber of concerns about the |ack of enforcenent undertaken in cases
where the agency had nade a determination that there was reasonabl e cause to believe that the Federal |aw had been violated, as well as in
direct cases brought under state law.”

To inmprove consistency in conplaint processing by FHAP agencies, in August 2004, HUD | aunched the National Fair Housing Traini ng Acadeny
(NFHTA) to provide conprehensive instruction to fair housing investigators on topics such as fair housing law, critical thinking and
investigations, interview ng techniques, and conciliation. HUD requires that fair housing investigators satisfactorily conplete 200 hours
of advanced training in theory and techniques. This requirement applies to the approximately 500 full-time investigators working in FHAP
agencies. In fiscal year 2008, 224 fair housing professionals successfully conpleted the NFHTA 5-week core curriculumto ensure tinely
and conprehensive investigations. FHEO expects an additional 50 investigators will conplete the core curriculumin each of fiscal years
2009 and 2010.

The Acadeny is in the process of conducting a series of evaluations to determne the efficiency and effectiveness of the training provided
to fair housing investigators. As a part of this process, we exam ne different |evels of evaluation beginning with testing at the

concl usi on of coursework and culmnating with a review of subjective and objective performance data once an investigator receives a
certificate of conpletion. The performance data includes surveys of participants and supervisors on investigator performance, and a

revi ew of TEAPOTS data to determ ne whether investigators are nore efficient after receiving some or all basic coursewrk. The Departnent
is in the process of conpleting the collection and analysis of data fromthe inception of the Acadeny and expect to be able to devel op
results oriented nmeasurenents based upon this information.

Additionally, on April 16, 2007, HUD published a revised FHAP regul ation (24 CFR Part 115). The regul ation includes new and bol stered
FHAP agency perfornmance standards to inprove the tineliness and quality FHAP agency conpl aint processing. Specifically, there are
standards requiring timely investigations, limted and appropriate use of administrative closures, conciliation attenpts all through
conpl ai nt processing, conpliance reviews of conciliation agreements, appropriate relief sought for victims of discrimnation, receipt and
processi ng of a reasonabl e nunber of conplaints, and reporting to HUD on the final status of all conplaints processed.

The new regul ation sets forth timeframes in which HUD will conduct on-site performance assessments of the FHAP agencies, and specifies
processes when FHAP agencies are in non-conpliance with the performance standards. |In fiscal year 2008, HUD utilized the new performance
deficiency processes to address performance issues at six FHAP agencies, related to tinmely comrencerment of investigations, over use of
adm ni strative closures, and failure to prosecute conplaints where a charge was issued.

To further inplement the new regul ati on and i nmprove FHAP performance, in August 2008, HUD rolled out a FHAP agency performance assessnent
report tenplate. Prior to that time, FHAP agency performance assessnent reports varied by HUD region, and certain HUD regi ons were not
assessi ng FHAP agencies in accordance with appropriate standards and requirements. The performance assessment report tenplate includes
all standards and requirements that a HUD regi onal office rmust use when reviewi ng a FHAP agency during a performance assessment. The
tenplate also includes instructions to clarify what infornation should be reviewed, and how best to obtain it. HUD region offices were
trained on use of the tenplate on August 28, 2008, and the training is archived on the HUD website for future view ng.
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FAI R HOUSI NG AND EQUAL OPPORTUNTI Y
FAI R HOUSI NG ASSI STANCE PROGRAM
Summary of Resources by Program

(Dol lars in Thousands)

2007 2009 Budget
2008 Budget Car ryover 2008 Tot al 2008 Aut hori ty/
Budget Activity Aut hority Into 2008 Resour ces Obl i gati ons Request
Fai r Housi ng Assistance
Program.............. $25, 620 $3, 637 $29, 257 $25, 323 $25, 500
Total ............... 25, 620 3, 637 29, 257 25, 323 25, 500
2008 2009 2010
FTE Act ual Estimate Estinmate
Headquarters ........ 6 8 8
Field ............... 19 19 19
Total ............. 25 27 27
NOTE: $60 thousand in 2008 total resources expired at the end of fiscal

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$3, 874 $29, 374 $29, 500
3,874 29, 374 29, 500

year 2008 and is not carried over into 2009.
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FAI R HOUSI NG AND EQUAL CPPORTUNI TY
FAI R HOUSI NG ASSI STANCE PROGRAM
Program O f set s
(Dol l'ars in Thousands)

Fai r Housi ng Assi stance Program Anount
2008 Appropriati On .. ... ... $25, 620
2009 Appropriati on/ ReqQUESt . . ... 25, 500
2010 REQUESE . oottt i 29, 500
Program I mprovement s/ OFf set s .. ... +4, 000

Proposed Actions

The fiscal year 2010 FHAP budget requests $29.5 million, a $4 mllion increase fromthe fiscal year 2009 enacted amount. Conpared to the
fiscal year 2009 enacted anount, this budget provides a $2.42 mllion increase in Conplaint Processing Funds, an $800 thousand increase
for Adnministrative Funds, a $1.1 nillion increase in training and a $200 thousand decrease in funding for the National Fair Housing

Trai ni ng Acadenry. The Department is not funding any new agenci es through Capacity Building in fiscal year 2010.

The foll ow ng provi des background on the individual prograns activities and explains the adjustnment in funding |evels.

Conpl ai nt Processing--$23.1 nillion ($2.42 nmillion increase)

Conpl ai nt processing funds are used to rei nburse FHAP agencies for tinmely and conprehensive investigations of fair housing conplaints that
are cogni zabl e under the Fair Housing Act. Wthout this funding, FHAP agencies may not be able to investigate and resolve conplaints of
housi ng discrimnation, lending discrimnation, and predatory |ending.

Al l ocation. Based on the increase in nortgage abuse scans, |ending discrimnation, and increased rental activity, HUD estimates that in
fiscal year 2010, 9,500 conplaints will be investigated by FHAP agenci es throughout the country.

HUD assesses the tineliness, conplexity, and work involved in each conplaint to determ ne proper paynent. In fiscal year 2010, the anount
for reinbursenent can vary between $0 and $2,450, with the possibility of an additional $500 for cases that are resource intensive or that
reach the adjudication phase. Departnment estimtes an average rei nbursenment anmount of $2,450 per case. |In total, FHAP agencies will be

rei mbursed $23.10 mllion for investigating, resolving, and litigating fair housing cases.

National Fair Housing Training Acadeny (NFHTA)--$1.5 nillion ($200 thousand decrease)

In order to handle the increase in cases in the next 2 fiscal years, all state and local fair housing professionals nust becone even nore
efficient and adept at processing conplaints. To do this, HUD requires fair housing investigators to satisfactorily conplete 200 hours of
training in the theory and techni ques of fair housing investigations at the national Fair Housing Training Acadeny (NFHTA). The NFHTA
provi des courses on such topics as fair housing law, critical thinking, investigations, interview techniques, conciliation, reasonable
accomodati ons, and | eadership. NFHTA recently added a course on lending discrimnation that will provide FHAP investigators with the
know edge and skills to address the influx of lending discrimnation conplaints in fiscal year 2010.

The Acadeny is currently managed and operated by the USDA Graduate School (GS) through a contract vehicle. FHEO works in tandemw th the
GS to further develop new initiatives and consistently enhance the skills of investigators nationwi de. The NFHTA currently provides 5
weeks of core curriculumtraining and 2 weeks of advanced training to FHAP agency investigators; however, in fiscal year 2009, the Acadeny
will continue to increase its enrollnent efforts; establish a curriculumcertification body; add to the advanced curricul a; and devel op
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addi tional courses to address fair housing | ending issues. Through the Acadeny Adm nistrator, the NFHTA will also explore alternative

met hods of course delivery (e.g., on-line and distance |earning course offerings, which will further enhance the Acadeny’'s ability to
provi de wi de-spread, quality higher learning opportunities). This funding will be used to develop additional curricula; inplement a
certification process and to maintain the Learni ng Management System (custom zed software that tracks student registrations and progress).

Allocation. For fiscal year 2010, the Departnent has requested $1.5 mllion to support classes and adm nistration of the National Fair
Housi ng Trai ning Acadeny. In fiscal year 2008, a total of 499 participants attended training at the Acadeny. FHEO anticipates training a
m ni mum 550 attendees in fiscal year 2009 and 600 attendees in 2010.

Wiile the Department’s request for funding in fiscal year 2010 is $200 thousand |l ess than in fiscal year 2009, this is possible, because
the overhead and startup costs for the Acadeny have decreased. The Acadeny has already created a conprehensive 5 week curriculumwth 3
addi ti onal advanced cl asses on | ending, accessibility, and | eadership. The Department is not only encouragi ng attendance in the core
courses, but is also enphasizing that all FHAP agencies have an investigator trained in lending for fiscal year 2010. Because the |ending
course has already been created, NFHTA will not need to create any new classes in fiscal year 2010. In addition, NFHTA now has the
ability to accept fees fromattendees of the Training Acadeny’s classes that will defray fromthe cost of running the Acadeny in fiscal
year 2010.

Training—$%$2.4 mllion ($1.1 mllion increase)

Agenci es that have participated in FHAP for nore than 3 years are eligible for training funds for HUD sponsored or HUD- approved training.
These funds can be used to attend the National Fair Housing Training Acadeny. FHAP agencies will be encouraged to send representatives to
attend courses on predatory |lending and | ending discrimnation. These funds will also be utilized for the devel opment of FHEO s bi enni al
policy conference and FHAP agency attendance at that conference.

Allocation. During fiscal year 2010, the Departrment will allocate $900 t housand to organi ze and orchestrate the biennial policy
conference and $1 nillion for FHAP agency travel and per diemcosts to attend the policy conference. The Departnment has requested an
addi tional, $500 thousand for the cost of FHAP agency travel to the National Fair Housing Training Acadeny.

Admi ni strative Costs--$2.5 million ($800 thousand increase)

Adnministrative Costs are allocated to agencies based on the anount of funding received in the prior fiscal year. Consistent with 24 CFR
115. 304, agencies that acceptably process 100 or nore cases in fiscal year 2010 are entitled to 10 percent of the agency's total FHAP
paynment ampunt for the preceding year. |f the agency processes fewer than 100 cases, then it will receive a flat rate for admnistrative
costs, contingent on fiscal year appropriations. Admnistrative costs are directed to activities designed to create, nodify, or inprove
local information systens concerning fair housing matters (including the purchase or upgrade of conputer systens), and other

adm nistrative activities related to the FHAP agency’s fair housing enforcenent.

Al location. FHEO estinates that 24 agencies will process nore than 100 cases in fiscal year 2010 neking those agencies potentially
eligible for 10 percent of their fiscal year 2009 funding. FHEO estimates that it will use $1.9 mllion for agencies that acceptably
process nore than 100 cases. FHEO estimates that it will provide the remaining $600 thousand to agencies that process fewer than
100 cases.

R- 10
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FAI R HOUSI NG AND EQUAL OPPORTUNI TY
FAI R HOUSI NG ASSI STANCE PROGRAM
Per f or mance Measurenent Tabl e

Program Narme: FAI R HOUSI NG ASSI STANCE PROGRAM

Program M ssion: To enforce the Fair Housing Act and other civil rights laws by taking proactive steps to identify and conbat
discrimnation in both its nbst obvious and nore subtle forns, and to ensure the right of equal housing opportunity and free and fair
housi ng choi ce regardl ess of race, color, religion, sex, national origin, disability, or fam |y conpositions.

Per f or mance | ndi cators Dat a Sources Per f or mance Report Per f or mance Pl an

2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an

Fai r Housi ng Assi stance Program agenci es TEAPOTS a/ 53% 50% 50% 50%
wi Il close or charge 50 percent of its
Fair Housing conplaints filed during the
fiscal year within 100 days.

Fai r Housi ng Assi stance Program agenci es TEAPCTS a/ 95% 97% 95% 95%
wi Il close or charge 95 percent of their
aged fair housing conplaints within the
fiscal year.

al Title VIII Automated Paperless Ofice and Tracki ng System ( TEAPOTS).

Expl anati on of Indicators

The O fice of Fair Housing and Equal Opportunity proposes $29.5 nmillion in FHAP program funding in support of HUD' s Strategic Goal to
“Ensure Equal Opportunity in Housing.” The proposed funding will support the enforcenent, education and outreach, and adninistrative
activities of 112 FHAP agenci es.

This funding will continue the fight to eradicate discrimnation in housing and to fully informthe public of its fair housing rights and
responsibilities.

FHEO s annual performance neasures track program contributions toward the achi evenent of |ong-term outconme goals that include increased
public awareness of fair housing | aws and decreased incidences of housing discrimnation nationw de. HUD studies conducted in intervals
of 5 to 10 years exanine progress toward these outcones. The Departrment is currently working to identify options for measuring national
awar eness and discrinmnation on a nore frequent basis.

R 11
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MEANS/ STRATEQ ES

OBJECTI VE: ENSURE ACCESS TO A FAI R AND EFFECTI VE ADM NI STRATI VE PROCESS TO | NVESTI GATE AND RESOLVE COVPLAI NTS OF DI SCRI M NATI ON.

Fair Housing Assi stance Program agencies will close or charge 50 percent of their Fair Housing conplaints filed during the fiscal year
wi t hin 100 days.

Fundi ng for case processing is allocated based on the perfornmance of the FHAP agencies. Thorough investigations that are resol ved
in atinmely manner receive |larger reinbursement anounts, thereby encouragi ng FHAP agencies to resolve cases within 100 days.

Funding for the National Fair Housing Training Acadeny will enhance the efficiency of FHAP agencies and allow themto process
discrimnation conplaints in less tinme.

Funding for training will allow FHAP agencies to attend the NFHTA, which will enhance their investigation skills, allowing themto
provide quality investigations within 100 days.

Fai r Housing Assi stance Program agencies will close or charge 95 percent of their aged fair housing conplaints within the fiscal year.

On a quarterly basis, HUDwill track all FHAP aged fair housing cases.

On a quarterly basis, HUD will contact FHAP agencies with significant aged case | oads and devel op strategy for closure of aged
cases.

As appropriate, HUD will reactivate cases that have been open for nore than 300 days that are not systenic or novel and conpl ex.
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FAI R HOUSI NG AND EQUAL CPPORTUNI TY
FAI R HOUSI NG ASSI STANCE PROGRAM
Justification of Proposed Changes in Appropriations Language
The fiscal year 2010 President’s Budget includes proposed changes in the appropriations |anguage |listed and expl ai ned bel ow. New | anguage
is italicized and underlined, and | anguage proposed for deletion is bracketed.

For contracts, grants, and other assistance, not otherw se provided for, as authorized by title VIII of the civil R ghts Act of 1968, as
anended by the Fair Housing Arendnents Act of 1988, and section 561 of the Housing and Community Devel opment Act of 1987, as anended,

[ $53, 500, 000] $72, 000, 000, to renmain available until Septermber 30, [2010]2011, of which [$27, 500, 000] $42, 500,000 shall be to carry out
activities pursuant to such section 561 of which up to $2, 000,000 shall be nade available to carryout authorized activities to protect
the public fromnortgage rescue scans]. Provided, That notwi thstanding 31 U S.C. 3302, the Secretary may assess and collect fees to cover
the costs of the Fair Housing Training Acadeny and nay use such funds to provide such training: Provided further, That no funds nade
avai |l abl e under this heading shall be used to | obby the executive or |egislative branches of the Federal Governnent in connection with a
specific contract, grant or loan[: Provided further, That of the funds made avail abl e under this heading, $500,000 shall be available to
the Secretary of Housing and Urban Devel opnment for the creation and pronotion of translated materials and other prograns that support the
assi stance of persons with limted English proficiency in utilizing the services provided by the Departnent of Housing and Urban

Devel opnent]. (Departnent of Housing and Urban Devel opnent Appropriations Act, 2009).

Expl anati on of changes from year 2009.

The proviso setting aside funding for the creation and pronmotion of translated materials to support the assistance of person with limted
Engli sh proficiency has been renpoved. $380 thousand was provided in fiscal year 2008 and $500 t housand was provided in fiscal year 2009.
Al'l vital Fair Housing docunents has been translated and no additional funding is required.

The | anguage directing HUD to allocate up to $2 million to carryout activities to protect the public fromnortgage rescue scams has been
deleted. As a part of its fiscal year 2010 budget request for FHIP, HUD is proposing the allocate $12 mllion to address |ending

di scrimnation and nortgage abuse schemes in support of the Department’s new Mortgage Abuse Initiative. This larger, nore conprehensive
approach makes a $2 mllion set-aside in FH P unnecessary.
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FAI R HOUSI NG AND EQUAL OPPORTUNTI Y
FAI R HOUSI NG ASSI STANCE PROGRAM
Crosswal k of 2008 Availability

(Dol l'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Fair Housing Assistance Program..... $25, 620° e e e $3, 637 $29, 257
Total . ... 25,620 L L L 3,637 29, 257

a/ Fiscal year 2008 Appropriations provided $380 thousand for translation purposes outside of the Fair Housing Assistance Program and Fair
Housing Initiatives Program No separate justification is provided for this snaller Fair Housing activity.
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FAI R HOUSI NG AND EQUAL COPPORTUNTI Y
FAI R HOUSI NG ASSI STANCE PROGRAM
Crosswal k of 2009 Changes
(Dol lars in Thousands)

2009 Congr essi onal
President’s Appropri ations 2009
Budget Action on 2009 Suppl enental / Total 2009
Budget Activity Request Request Resci ssi on Repr ogr ammi ngs Carryover Resour ces
Fair Housing Assistance Program..... $25, 000 $25, 500° e e $3, 874 $29, 374
Total ...... ... ... 25, 000 25, 500 L L 3,874 29,374

a/ Fiscal year 2009 Appropriations provided $500 thousand for translation purposes outside of the Fair Housing Assistance Program and Fair
Housing Initiatives Program No separate justification is provided for this snaller Fair Housing activity.
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FAI R HOUSI NG AND EQUAL OPPORTUNI TY
FAI R HOUSI NG | NI TI ATl VES PROGRAM
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al
FAI R HOUSI NG | NI TI ATI VES PROGRAM Request Carryover Resci ssi on Resour ces Obl i gati ons Qut | ays
2008 Appropriation ................ $24, 0002 $711° A $24, 711 $1, 510¢ $21, 152
2009 Appropriation/ Request ........ 27, 500° 23, 201¢ o 50, 701 50, 701 23, 117
2010 Request ............ ... 42,500 511 e 43, 011 44, 500 28,194
Program | nprovenents/ O0ffsets ...... +15, 000 -22,690 L -7,690 -6, 201 +5, 077

a/ The fiscal year 2008 Appropriation reflected in this justification does not include $380 thousand for translation purposes outside of
the Fair Housing Initiatives Programand Fair Housing Assistance Program No separate justification is provided for this smaller Fair
Housi ng activity and the funding is not included.

b/ The fiscal year 2009 Appropriation reflected in this justification does not include $500 thousand for translation purposes outside of
the Fair Housing Initiatives Programand Fair Housing Assistance Program No separate justification is provided for this smaller Fair
Housi ng activity and the funding is not included.

c/ Includes $100 thousand in recaptures.

d/ $23.2 million in grant awards planned for obligation at the end of fiscal year 2008 were obligated at the begi nning of fiscal year
2009. Fiscal year 2009 grant awards are planned for the end of fiscal year 2009.

Sumrary St at enent

The fiscal year 2010 Budget request for the Fair Housing Initiatives Program (FH P) is $42.5 million, a $15 mllion increase fromthe
fiscal year 2009 enacted |level, part of the Department’s overall increase of $19 mllion for fair housing. As a high priority, this
request provides $12 nmillion in increased funding as part of a signature nortgage fraud and abuse initiative and will address nortgage
abuse schemes throughout the country and further enhance the work of fair housing organizations. The current housing and economc crisis
| eaves a | arge segnment of the population at risk of nortgage relief scanms, unfair and deceptive |lending practices, and anti-consunmer fraud
and abuse. Many of these scams target classes protected by the Fair Housing Act and the increased funding request for FH P represents a
key el ement of a coordinated Departnmental response to address abusive and fraudul ent nortgage practices.

Thi s budget addresses some of the deficiencies in fair housing enforcement. Though the Fair Housing Act becanme | aw nore than 41 years
ago, discrimnation continues today at rates that are too high. African Arericans, H spanics, and Asian Arericans experience
discrimnation at |east 20 percent of the time that they search for a home. The rate of discrimnation is greater against Native
Anericans (28.5 percent of the tine), wheelchair users (32.3 percent of the tine) and people who are deaf (49.5 percent of the tine).
This does not count discrimnation agai nst homeseekers based on religion, sex, and famlial status, which are also covered by the Fair
Housi ng Act.

Despite this high rate of discrimnation, the Departnent and its state and | ocal partners received 10,552 conplaints in fiscal year 2008,
the largest nunber ever but still a fraction of the incidence of such behavior. A finding of discrimnation was reached in only 5.5
percent of the cases closed. Findings of discrimnation by HUD have decreased significantly in recent years, falling from86 in 1998 to
just 16 in 2003, and rising to 48 in 2008. Enforcenment work and testing by FH P organi zations significantly strengthen conplaints filed
with the Departnent and Fair Housing Assistance Program (FHAP) agenci es--cases filed by FH P grantees are seven tines nore likely to
result in finding of discrimnation than other cases. This Budget requests $42.5 nillion, which will enhance fair housing enforcenent by
the Departnent and provide better enforcenent for the public.
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In addition to an enphasis on fair housing enforcenent, this Budget increase provides funds to address |ending discrimnation as part of
the Departnment’s Mortgage Abuse Initiative. MIllions of homeowners are in foreclosure or in danger of it, causing many people to seek
nodi fication to their nortgages or refinance themw th better payment terns. Mnority homeowners are particularly at risk, because
research has shown they are nore likely than white honeowners to have a subprinme nortgage. Sone conpani es have attenpted to exploit these
homeowners in the process. One comon scheme is to charge borrowers upfront fees in guaranteeing a |oan nodification. The conpany then
fails to take any action on the | oan, and while the homeowner awaits the nortgage nodification, the home goes into foreclosure. Sadly,
such schenmes are occurring throughout the United States, but evidence suggests that some schenmes are specifically targeted to comunities
of color and comrunities where honeowners are not fluent in English. These honeowners may be particularly at risk, because of
discrimnation by the conventional lender in the initial pricing of the loan or in the initial lender’s preference to foreclose on the
property rather than nodify a loan. A recent study by the Federal Reserve of San Francisco found that even after controlling for credit
score and financial characteristics, an African-American borrower was 3.3 tinmes as likely as white borrowers to face foreclosure.

Initiative to Conbat Abusive and Fraudul ent Mrtgage Practices

The Department is commtted to protecting the public fromlending schenes that prey upon minority homeowners and from policies that treat
mnority homeowners differently than others. Therefore, this budget provides a total of $12 million in additional FH P funding that wll
be dedi cated to conbating discrimnatory nortgage abuses. This funding consists of the follow ng:

a/ The Departrment will allocate $4.5 nmillion of the $12 nmillion under the Private Enforcenent Initiative (PEl) to address |ending
discrimnation. Wth this funding, PEl grantees will assist victins of Iending discrimnation by working directly with victins to
nmodi fy | oans, resolve discrinmnation, or investigate clains of discrimnation. Wth this funding, groups with expertise in fair
lending will also be able to address violations of fraud and consuner protection |aws, along with Fair Housing Act violations;

b/ The Departnent requests $4.5 mllion under the Fair Housing Organizations Initiatives (FHO) to fund organizations that have
denonstrated expertise with a broad range of |ending issues but are not traditional fair housing groups. This funding wll
enhance the capacity of consumer |aw groups, consuner advocates, and foreclosure prevention projects to bring Fair Housing Act
enforcenent actions, as well provide related assistance to homeowners at risk for foreclosure. As with the funding and the
purpose of the $4.5 million provided under PEl for this initiative, this funding in the Fair Housing O ganizations Initiative
(FHO) is critical to marrying the consunmer protection and fair |ending approaches that are necessary to conbat the multifaceted
nature of nortgage abuse. Therefore, of this $4.5 mllion provided under FHO, the Departnent will dedicate $1.5 nillion for a
| eadershi p partnership grant to provide | eadership and coordi nati on between consunmer groups receiving FHO grants and fair housing
groups receiving PEl nortgage abuse grants.

c/ The Departnment requests $3 million for projects under the Education and Qutreach Initiative (EO) to allow grantees to educate the
public on lending discrimnation and nortgage refinance schenes through workshops, presentations, public service announcenents,
and panphl ets. The Department will set aside $1 million of these funds to provide fair housing education to housing counselors.

Fai r Housi ng Enforcenment and Education

Wil e the need to address nortgage | endi ng abuses accounts for a great part of this budget increase, the Departnment al so proposes a
significant increase in funds to augnment the fair housing enforcenent and education efforts of nonprofit fair housing organizations--
organi zations which handle the lion's share of fair housing conplaints filed in the country. |In this Budget, the Department has allocated
$30.5 million to fund general fair housing enforcenent and education and outreach, and to support the devel opnent of new fair housing
organi zations. This is a $5 mllion increase over fiscal year 2009.
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Separately, the Departnent has requested $9 mllion under the Transformation Initiative (described in a separate justification) to conduct
a study of the level of housing discrimnation in the United States. The Departnment has conducted 3 such studies since the Departnent
began undertaking this project in 1997. The nost recent study in 2000 estimated di scrimnation faced by African-Americans, H spanics, and
Asi ans and Pacific Islanders and persons with disabilities. The 2010 study will provi de conparable data to deternine any changes in the
I evel of discrinmnation fromthe 2000 study. HUD, FHAP agencies and FH P grantees will use the results to direct education and
enforcenent projects. |In addition, this study will allow the Departnment to determ ne the effectiveness of fair housing enforcenent and
education activities at the Federal, state, and |ocal |evel.
Overall, the major features of this budget are:
e $12 MIlion for the Initiative to Conbat Abusive and Fraudul ent Mortgage Practices:
o Lending Private Enforcenent Initiative (PElI) - $4.5 million ($3.5 million increase);
o Lending Education and Qutreach Initiative (EQ) - $3 million ($3 mllion increase); and
o Fair Housing Organizations Initiative (FHO) - $4.5 million ($3.5 mllion increase).
e $30.5 million for General Fair Housing Initiatives Program Activities:
0 Ceneral Private Enforcenent Initiative (PEI) - $21.50 million ($1.4 mllion increase);
0 Ceneral Education and Qutreach Initiative (EQ) - $4.98 mllion ($1.48 nmillion increase);

0 Ceneral Fair Housing Organizations Initiative (FHO) - $3.50 mllion ($2.4 mllion increase); and

o Fair Housing Accessibility FIRST (FIRST) - $520 thousand ($280 thousand decrease).
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FY 2010 FHIP Budget

Total Amount: $42.5 million

FHOI- Lending
11%

FIRST
1%

Pr ogr am Backgr ound

The Housi ng and Conmunity Devel opnent Act of 1987 established the FH P for the purpose of preventing and overcom ng housi ng
discrimnation. This program provides a coordi nated approach to further the purposes of the Fair Housing Act, to guarantee the rights of
all people to seek housing in an open nmarket free of discrimnation, and to informthe public and the housing industry of its rights and
obl i gations under the Fair Housing Act.
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Legi sl ative Authority. Section 561 of the Housing and Comrunity Devel opment Act of 1987, as anended, authorizes the execution of grants,
contracts, or cooperative agreements with state or |ocal government agencies, public or private non-profit organizations, institutions or
other entities that are forrmulating or carrying out programs to prevent or overcome discrimnatory housing practices. FH P supports
projects and activities designed to enhance conpliance with the Fair Housing Act and substantially equivalent state and | ocal |aws.
Section 905 of the Housing and Community Devel opment Act of 1992 expanded the provisions of the Fair Housing Initiatives Programto build
the capacity of fair housing organizations in un-served and underserved areas, to establish a national nedia canpaign for dissenination of
fair housing infornation, and to establish funding for celebration of the National Fair Housing Mnth.

Program St atus

Lendi ng Di scrimnation

Lendi ng discrimnation, particularly in the current economc crisis, is a significant problemfor African-Anerican and H spanic fanmlies
and a barrier to the econonic recovery of mnority communities and nei ghborhoods. While high foreclosures are affecting all fanilies,
African-Areri can and Hi spani ¢ househol ds are experiencing a disproportionate negative financial inmpact. The risk of foreclosure is
elevated for nminority borrowers because they are nore likely than white borrowers to have a subprime |oan. According to “A Snapshot of
the Subprime Market,” a Center for Responsible Lending study exam ning HVDA data, 52 percent of African Anericans and 41 percent of

Hi spani cs received subprine |oans in 2006, conpared to 22 percent of whites. |In addition, to high-cost |oans, mnority borrowers are nore
likely to have | oans with prepaynment penalties, adjustable interest rates, or balloon paynments than non-mnority homeowners.

Wth the increase in foreclosures, the preval ence of foreclosure scans has grown as well. Between 2003 and 2007, the FBI reported a
seven-fold increase in Suspicious Activity Reports (SARs), and an additional 44 percent increase in 2008.1 Anecdotal reports suggest that
predatory conpanies often target their foreclosure rescues schemes to mnority comunities. The Chicago Tribune anal yzed the data in
nortgage fraud cases filed between 2000 and 2005 and found that “in the 41 Chicago census tracts hit hardest by nortgage fraud..,

96 percent [of the victins] were African-Anerican.” This pattern can be found also in Prince Georges County, Mryland, where despite its
bei ng the weal thiest county in Arerica with an African-American nmajority, it accounts for the nost nortgage-fraud conplaints in Mryl and.

Moreover, there is evidence that |enders discrimnate when they deci de which homeowners to forecl ose upon. A recent study by the Federal
Reserve Bank of San Francisco, “Lending in Low and Moderate-Income Nei ghborhoods in California,” found “that race has an i ndependent
effect on foreclosure even after controlling for borrower income and credit score. |In particular, African-Amrerican borrowers were 3.3
times as likely as white borrowers to be in foreclosure, whereas Latino and Asian borrowers were 2.5 and 1.6 tinmes, respectively, nore
likely to be in foreclosure as white borrowers.” The Departnent’s O fice of Policy Devel opnent and Research made similar findings in “Al
O her Things Being Equal,” a 2002 study of |ending discrimnation, which exam ned pre-application nortgage testing against African
Anmericans and Hispanics in Chicago and Los Angel es. The study showed that in both cities, African-Anerican and Hi spanic borrowers faced a
significant risk of receiving |l ess favorable treatnment than whites when they visit a nortgage | ender.

The Department’s Fair Housing Initiatives Program (FH P) has |ong supported the work of organi zations that focused on discrimnation in
nortgage narkets. These organi zati ons have assi sted countl ess homeowners through counseling, advocacy, education, assistance with
nmodi fications, and enforcenent.

One group, South Brooklyn Legal Services (SBLS), assists honeowners in the New York netropolitan area. Under its nost recent FH P grant,
SBLS conducted 305 intake interviews, of which 143 invol ved refinanci ng abuses. The organi zation accepted 35 cases that invol ved
discrimnatory | ending abuses. Wthin that group of cases, SBLA was able to save 16 homes, hel ped 7 horeowners secure nore than $2.6
mllion in nortgage | oans, and saved 8 honeowners nore than $1.6 mllion over the loan termthrough reduced interest rates and alternative
financing and preserved for 16 honeowners $3.2 million in equity. In addition, they referred 10 conplaints to HUD and provided fair

| endi ng educati on, outreach, consultation, and assistance to the comunity. Another group, National Community Reinvestnment Coalition
(NCRC), recruited 200 testers; conducted 100 targeted investigations; conducted 100 site tests for race, national origin, or sex

'SARs are filed by Federally insured depository institutions to reflect possible fraudul ent nortgage activity. Because they are not
required by non-Federally insured institutions, they understate the overall scope of the problem See February 2009 report on Mortgage
Fraud by Financial Cine Enforcenent Network (FinCEN). http://ww.fincen.gov, and PD&R Interi m Report on the Root Causes of the

Forecl osure Crisis (2009) (forthcom ng)
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discrimnation. |In addition, NCRC took in 25 fair |ending conplaints, and referred 5 of those conplaints to HUD. FH P grantees with
I ending expertise are uniquely suited to assist in the current econonmic crisis, having experience with consunmer protection statutes,
fraud, and fair lending | aws.

Fai r Housi ng Enforcenent

Victins of housing discrimnation often nake their first call for help to fair housing organizations. These groups provide i medi ate on-
t he- spot assi stance to persons who have experienced discrimnation, wthout going through the administrative and | egal requirenents
involved in a formal conplaint.

When FHI P grantees receive clains of discrimnation fromthe public, they do not always file a lawsuit or an adninistrative conplaint;
they often work with the individuals to renedy the situation. This nay include witing letters to advocate for a person with a disability
when an apartnent nanager refuses to provide the person with an accessi bl e parking space, or contacting housing providers to informthem
that they are required by lawto rent to the single nother who applied for housing the day before.

Fai r housi ng enforcenent organizations al so conduct testing for the Departnent, FHAP agencies, and individuals to help buttress clains of
housi ng discrimnation. These organizations test real estate agents and rental managers to ensure that they offer the same rent,

di scounts and service to a Hspanic tester and a white tester, and they inspect multifamly housing to check if it was constructed in
conpliance with the accessibility requirements of the Fair Housing Act.

Fai r housing groups have provided the first line of assistance in nany of the conplaints where the Departnent has subsequently issued a
charge for a Fair Housing Act violation. Consider the follow ng exanples:

a/l In one recent HUD case, a man with H'V, who was deni ed housing, turned to Project Sentinel, a FH P recipient in California, for
assi stance. Project Sentinel conducted multiple tests that substantiated the allegations. The individual filed a conplaint with
HUD, and based on the Departnent’s investigation and the testing by Project Sentinel, the Departnent charged that case in
Sept enber 2007. The parties settled the case through a consent order, where the housing provider agreed to pay the victi m$8, 000
and to attend fair housing training.

b/ In another case, Interfaith Housing Centers (IHC), a FH P grantee in Chicago, received a call froma social worker whose client, a
singl e mother, was refused an apartment because of her child. The client wished to remain anonynmous and did not want to file a
conmpl aint, but to ensure that other single parents would not experience discrimnation, IHC sent testers to the property. The
apartment manager told testers, posing as a single nmother with one child, that the apartment was very small and she did not offer
them an opportunity to view the unit. On the other hand, testers who posed as narried apartnent seekers with no children were

of fered an opportunity to view the apartment and were never told that the unit was too small for two adults. |In fact, the
apartment manager allegedly told one tester who posed as a single renter, "W want to make sure we have a qui et environment; no
children, no snmoking, and no pets.” IHC filed their conplaint with the Department, who investigated and charged the conplaint.

The parties settled the conplaint under an Adm nistrative Law Judge consent order, and the apartnent owners agreed to pay $7,500
to IHC, change their policies, and attend fair housing training.

FH P grantees do not wait for conplaints to cone to them they play a critical role in inspecting properties and ensuring that housing
providers conply with the fair housing law. For exanple, the Fair Housing of the Dakotas (FHD), a FH P grantee, conducted extensive
testing of various multifanmily housing devel opnents in Sioux Gty, South Dakota. FHD found 5 properties in nonconpliance with the
accessibility requirements of the Fair Housing Act and filed 13 conpl ai nts agai nst the devel opers and architects of these properties. The
ki tchens, bathroons, doorways, and public and common use areas of these apartments were inaccessible to persons with nmobility inpairnments.
The Department charged six of these conplaints and referred the remainder to the Department of Justice for enforcenent.

These cases woul d have been inpossible to charge without the work of FH P agencies. The Departnment’s O fice of Policy Devel opment and
Research recently conducted a study on the effectiveness of FHI P grantees that confirns this. The study found that conplaints referred by
FH P grantees were nuch nore likely to result in a finding of discrimnation than other conplaints. Between fiscal years 2003 and 2005,
38 percent of the cases filed by FH P agenci es had sufficient evidence to dermonstrate that discrimnation had occurred, this rate was
seven time higher than for non-FH P referred conpl aints.
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Unfortunately, fair housing testing, enforcement, and advocacy services are not avail abl e everywhere throughout the country. Last year
the Departrment was able to fund only 59 fair housing enforcenment organizations. No fair housing groups received funds in 18 states,
including Mssissippi, Arkansas, |ndiana, |owa, Kansas, Maryland, Virginia, West Virginia, and North Carolina.

Mor eover, sone argue that recent funding amounts for fair housing enforcenment have been inadequate. In 2008, a National Conm ssion on
Fai r Housing and Equal Qpportunity, chaired by two former Secretaries of HUD, Henry C sneros and Jack Kenp, held four hearings across the
country to evaluate and gat her recommendati ons on the status of fair housing in the United States. |n Decenber 2008, the Conm ssion
published a report on the findings of those hearings titled “The Future of Fair Housing.” The report stated:

“Current appropriation levels are grossly inadequate to fund existing private fair housing groups to performenforcenent activities...

Al t hough about 140 agenci es have received enforcenent grants over the past 10 years, current funding levels permt many fewer groups to be
funded every year to conduct enforcenment activities. Only 28 groups in the country received consistent funding over the 5-year period
fromfiscal years 2003-2007 and 26 private fair housing groups, including sone of the ol dest and nobst respected groups, have closed or are
at risk.”

The Commi ssion concl uded that “HUD s budget requests and Congressional appropriations have sinply been too little to fund the eligible
private fair housing groups to conduct enforcenment activities. FH P funding levels are virtually flat lined; they have not significantly
increased in the past 15 years.”

The graph bel ow shows FH P appropriations fromfiscal years 1994-2010. FH P funding peaked in fiscal year 1995 at $26 million, and
despite a rising cost of living and a continued demand for fair housing enforcenment, FH P funding did not exceed the fiscal year 1995
level until fiscal year 2009.
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Fai r Housi ng Education and Qutreach

In fiscal year 2008, individuals filed 10,552 conplaints with HUD and FHAP agenci es, the | argest nunber ever. However, this is still a
smal |l fraction of the incidence of housing discrimnation that occurs each year. HUD s |ast decenni al housing discrimnation study shows
that when African-Anerican and H spanic renters search for an apartment, they experience discrimnation as often as 26 percent of the
time. Wen African-Anmerican and Hi spani ¢ honebuyers seek to purchase a hone, they experience discrimnation approximately 20 percent of
the tine. The rate of discrimnation is even higher in the linmted studies done on rental discrimnation against Native Americans (28.5
percent of the tine); people who are deaf (49.5 percent of the time) and wheel chair users (32.3 percent of the time). Mreover, these
studi es do not capture discrimnation agai nst homeseekers based on religion, sex, and famlial status, which are also covered by the Fair
Housi ng Act.

Underreporting of discrimnation is also shown in the Departnent’s studies of the public’'s awareness of the Fair Housing Act, conducted in
2000 and, again, in 2005. |In the nost recent study, “Do W Know More Now?,” 80 percent of those who reported that they had experienced
discrimnation did nothing about it, and only two percent sought help fromthe governnent or a fair housing group. Wen asked why, 8
percent stated they did not know where to report it and 6 percent thought it would cost too nuch noney (though the services of HUD and
fair housing groups are free); another 24 percent were unsure whether what they experienced was discrimnation.
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It is critical that the public know how to identify housing discrimnation and howto report it. This is particularly inportant because a
maj or enforcenment mechani smof the Fair Housing Act is the adm nistrative conplaint process it established, whereby individuals seek
redress fromdiscrimnation by filing conplaints with the Departnment. Wile the Departnent also has the authority to initiate its own
investigations, the Departrment and fair housing organizations often | earn about suspected discrimnation frominformants in the public.

“Do W& Know More Now?” found little change in public know edge of the Fair Housing Act between 2000 and 2005, suggesting nore aggressive
enforcenent and education is necessary in order to denonstrably change public awareness and behavior. In both 2000 and 2005, only half of
the public correctly identified discrimnation in the 6 of the 8 scenarios presented to them During this same tine, funding for FH P
educati on and outreach activities fell precipitously, from$12.5 mllion in fiscal year 2000 to $4.9 mllion in 2005. Funding for

educati on and outreach continued to decrease fromfiscal year 2005, until fiscal year 2008, when the Departnment spent only $2.8 mllion on
fair housing education through FHIP. G eater funding for education and outreach is needed to increase the public’'s know edge of the Fair

Housi ng Act.
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FAI' R HOUSI NG | NI TI ATl VES PROGRAM
Summary of Resources by Program
(Dol lars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Budget Activity Aut hority I nto 2008 Resour ces Obl i gati ons Request Into 2009 Resour ces Request
Conpetitive Grants .... $24, 000 $711 $24, 711 $1, 510 $27, 500 $23, 201 $50, 701 $42, 500
Total ............... 24, 000 711 24,711 1,510 27, 500 23, 201 50, 701 42,500
2008 2009 2010
FTE Act ual Estinmate Estinmate
Headquarters ........ 7 7 7
Field ............... 16 16 22
Total ............. 23 23 29
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Fair Housing Initiatives Program

FAI R HOUSI NG AND EQUAL CPPORTUNI TY
FAI' R HOUSI NG | NI TI ATl VES PROGRAM
Program Of f set s
(Dol lars in Thousands)

Conpetitive Grants Anount
2008 Appropriati On ... ... $24, 000
2009 Appropriati on/ ReqQUESt . .. ... 27,500
2010 REQUESE . oottt 42, 500
Program I mprovement s/ OFf set s .. ... +15, 000

Proposed Actions

The overall fiscal year 2010 budget request for Fair Housing Initiatives Program (FH P) is $42.5 mllion. The fiscal year 2010 request
provides $26 mllion for PEl, $7.98 nillion for EO and $8 mllion for FHO. The budget al so allocates $520,000 for the continuation of
the Fair Housing Accessibility FIRST program

Private Enforcement Initiative (PEI) - $26 million ($4.9 mllion increase)

PEI provides funding to private, tax-exenpt fair housing enforcenent organizati ons. These are experienced organi zations that have engaged
in fair-housing enforcenent activities for at least 1 year in the 2-year period preceding the filing of a FH P application. PEl supports
the investigation and resol ution of housing discrinmnation allegations handled by private fair housing organi zations. These organi zations
conduct testing where discrimnation is suspected and assist the public in resolving conplaints through informal nmeans. Wen necessary
these groups file conplaints with HUD and in federal court on behalf of victinms of discrimnation.

Allocation. For fiscal year 2010, the Departnent has allocated $16.1 nmillion to support conpetitive 3-year awards to high-performng fair
housi ng enforcenent organi zations under the Performance-Based Fundi ng Conponent (PBFC). To qualify for this funding, the organizations
must: (1) be a “qualified fair housing enforcenent organi zation,” have 2 years of enforcenent experience; (2) have an “excellent”
performance rating under 2 previous years’ FH P enforcenent grants and receive at |east a 95 or above on their nost recent performance
rating; and (3) score of 95 or above on their applications. The private, non-profit fair housing organi zati ons have responded favorably
to the creation of the PBFC as it provides continuity of funding for qualified groups and allows themto conduct |ong-term enforcenent
projects.

The Departnent requests approximately $5.4 nmillion for PEl funds through the general component. These funds support the work of
experienced organi zations that have engaged in fair-housing enforcement activities for at least 1 year in the 2-year period preceding
their grant application. These groups conduct testing, education, counseling, investigation, conciliation, and pursue |awsuits on behal f
of victinse of discrinmination. |In the absence of a conplaint, PEl grantees use their funds to conduct testing and reviews to check that
housi ng providers, property nanagers, real estate agents and architects, property conply with the Fair Housing Act and state and | ocal
fair housing laws. These efforts keep the housing market open and free fromdi scrimnation.

The Departnent will allocate $4.5 mllion for |ending enforcement to experienced fair housing organizations to assist homeowners in danger
of foreclosure who are victins of Iending discrimnation or have been targeted for fraudul ent or abusive refinance schemes. These funds
wi Il provide supplenental grants to fair housing enforcenent organi zations that qualify for general enforcenent grants and denonstrate
they have the organi zati onal capacity to conbat abusive nortgage practices in their comunities.
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Fair Housing Initiatives Program

Education and Qutreach Initiative (EQ) - $7.98 nillion ($4.48 mllion increase)

The Education and Qutreach Initiative provides funding for projects that educate the public on their rights and obligations provided under
the Fair Housing Act and substantially equivalent state and local fair housing |laws. These efforts will be directed by the findings of
awar eness studi es di scussed above.

All ocation. The budget requests $4.98 nillion for general education and outreach initiatives, including $2.0 mllion for the EQO National
Medi a Canpaign to fund a national education and outreach canpaign. This will create a national nedia canpaign including television and
radi o public service announcenents, as well as print advertisenments to informthe public about their fair housing rights. The Departnment
will allocate $2.58 million for the Local and Regi onal Educational Conponent. This supports education canpaigns, fair housing workshops,
and comunity outreach on a local and regional level. Goups often speak at churches, comunity groups, and homeownershi p workshops and
fairs to educate the public on housing discrimnation and | ending discrimnation and what they can do if they feel those rights have been
violated. The Departrment will also allocate $400,000 to a continuation of the FH P Information Resource Center, which assists FH P in
accountability.

Approximately $3 mllion will be available through the Education and Qutreach Initiative (EQ) to fund both |ocal education and outreach
canpaigns and a training initiative for consumer and fair |ending groups on integrating approaches. The Departrment will allocate $2
mllion to local education and outreach efforts in comunities hardest hit by forecl osures and nortgage rescue scans. These groups wl |
hol d wor kshops, community neetings and conduct individual counseling to assist homeowners at risk for foreclosure and nortgage abuse. The
remaining $1 mllion will be used to educate housing counselors about |ending discrimnation. This grant will allow a national

organi zation to provide conprehensive education to housing counselors, fair housing organizations, and consuner advocates in areas hardest
hit by the foreclosure crisis. The training will cover the basics of nortgage |ending—Ioan terns, structure of |oans, nortgage process,
and | oan nodifications. Counselors will learn the basics of |ending discrimnation, nortgage abuse, and signs that a honmeowner nay have
been the victimof either. Finally, counselors will receive the resources available for |legal aid assistance, nortgage workouts, fair

I endi ng enforcenent, and fraud prosecuti on and how and when to nake these referrals. The training will have both a classroom and web-
based conponent.

Fai r Housing Organi zations Initiative (FHO) - $8 mllion ($5.9 nillion increase)

The purpose of FHO is to establish fair housing enforcement agencies in underserved areas and assi st existing organi zati ons to enhance
their enforcenent skills or capacity.

Al location. The Department has requested $3.5 million to establish fair housing organizations in areas underserved by fair housing and
fair lending enforcenent, especially in states where there are no Fair Housing Assistance Program agencies. This funding can be used by
existing legal aid and civil rights organi zations to expand their capacity to provide fair housing enforcement. It can also be used to
create entirely new organi zations with a focus on fair |ending enforcenent.

The Departnent will allocate $4.5 mllion to build the capacity of organizations that are providing | ending assistance (e.g., |oan

wor kouts, foreclosure prevention) but are not principally fair-housing organizations. Approximately $3.0 nmillion will be available to

al | ow consurer | aw groups, consumer advocates, and forecl osure prevention projects to enhance their capacity to bring Fair Housing Act
enforcement as well as take other actions to assist homeowners at risk for foreclosure. These groups would have a denonstrated capacity
to provide enforcenent and investigation assistance to victins of discrimnation, fraud, or abuse in addition to counseling work and
experi ence negotiating | oan workouts and the capacity to supplement that work with fair |ending assistance. The remaining $1.5 mllion

wi Il support a leadership grant to a national organization to provide |eadership and technical assistance coordination between consuner
groups receiving FHO grants and fair housing groups receiving PEl nortgage abuse grants. This |leadership will allow fair housing groups,
consurer | aw groups, consumer advocates, and foreclosure prevention projects to coordinate their activities and service areas and to share
strategi es and successes. This will enhance the fair |ending enforcement capacity of all organizations receiving fair housing grants.
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Fair Housing Initiatives Program

Fai r Housi ng Accessibility FIRST Training and Technical Quidance (FIRST) - $520 thousand ($280 thousand decrease)

HUD devel oped Accessibility FIRST in response to a fiscal year 2000 directive fromthe House and Senate Subconmmi ttees on Appropriations to
provide training and techni cal gui dance on how to design and construct accessible nmultifam |y housing in conpliance with the Fair Housing
Act .

Al ocation. The Departnment is requesting $520 thousand to continue the hotline and website for Fair Housing Accessibility FIRST education
and to provide outreach training to builders, architects, and others throughout the country.

Conparison of FH P Funding for FHEO Fi scal Years 2009 and 2010

Fi scal Year 2009 FH P Fundi ng
($ In MIlions)

Tot al Gener al Lendi ng
PEI $21. 10 $20. 10 $1. 00
EQ $ 3.50 $ 3.50 - -
FHO $ 2.10 $ 1.10 $1. 00
FI RST $ 0.80 $ 0.80 - -
FH P TOTAL $27. 50 $25. 50 $2. 00

Fi scal Year 2010 FH P Fundi ng
($ In MIlions)

Tot al Gener al Lendi ng

PEI $26. 00 $21. 50 $ 4.50
EQ $ 7.98 $ 4.98 $ 3.00
FHO $ 8.00 $ 3.50 $ 4.50
FI RST $ 0.52 $ 0.52 $ 0.00
FHI P TOTAL $42. 50 $30. 50 $12. 00
Increase fromfiscal

year 2009 $15. 00 $ 5.00 $ 10. 00
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Fair Housing Initiatives Program

Transformati on Funds - Maxi mum of 1 percent of Al Program Funds

The Transformation Initiative allows the Secretary the necessary flexibility to undertake an integrated and bal anced effort to inprove
program performance and test innovative ideas. One percent of the funds appropriated for Fair Housing and Equal Cpportunity will be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy
improvenments. Wthin 30 days of enactnent, the Secretary will provide a detailed operating plan to the Conmttees on Appropriations with
the specific activities that will be undertaken toward achi eving transformation at HUD.

FHEO currently utilizes the FH P Integrated Conplaint Tracking and Information Collection System (FICTICOS) to track the performance of
FH P enforcenent grantees. FHEO anal yzes consolidated data for these | ocations, providing reports on ranking and outcones on a quarterly
basis. This systemwas devel oped as an automated tool to inprove data collection fromthe grantees directly, effectively inproving and
enhanci ng the previous data collection process, which was a manual formfilling paper process.

Transformati on funds woul d be used to further expand the FH P grant reporting and nonitoring functionality currently provided in the
FICTICOs. The frequency and type of analysis reporting would be increased to inprove oversight and identify best practices. The goal
woul d be to provide HUD the sane |evel of insight into performance that is currently available for Fair Housing Assistance Program ( FHAP)
participants. This “cradle to grave” systemwould: 1)process the applications for FH P grants; 2)rate and rank applicants for FH P
fundi ng; 3)assist GIRS with nonitoring; 4)provide HUD with eval uations of grantees, nonthly, quarterly, and yearly reporting requirenents,
and 5) produce an overall assessnment of FH P.
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Fair Housing Initiatives Program

FAI R HOUSI NG AND EQUAL OPPRORTUNI TY
FAI R HOUSI NG | NI TI ATI VES PROGRAM
Per f or mance Measurenent Tabl e

Program Name: FAI R HOUSI NG | NI TI ATI VES PROGRAM

Program M ssion: To enforce the Fair Housing Act and other civil rights laws by taking proactive steps to identify and conbat
discrimnation in both its nost obvious and nore subtle forns, and to ensure the right of equal housing opportunity and free and
fair housing choice regardl ess of race, color, religion, sex, national origin, disability, or fam |y conpositions.

Per f or mance | ndi cators Dat a Sources Per f or mance Report Per f or mance Pl an
2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an
Reci pi ents of FHI P education and Logi ¢ Mbdel a/ {300 1,783 450 675
outreach grants will hold at |east 675
activities, to include outreach to 180, 000 296, 641 270, 000 300, 000

f ai t h-based and grassroots
organi zati ons, reaching, at |east,
300, 000 peopl e.

I nprove fair housing conplaint case TEAPOTS/ Logi ¢ N A N A N A +12
outcomes wWith the Fair Housing Mbdel a/
Initiative Programgrant funding. The
percentage of cases with positive
outcomes that are filed or referred by
Fair Housing Initiative Program
grantees is 12 percentage points higher
t han cases with positive outcones where
no Fair Housing Initiative Program
filing or referral occurs.

al Title VIII Autonmated Paperless Ofice and Tracki ng System ( TEAPOTS).
N A= Not Avail abl e

Expl anati on of |ndicators

For fiscal year 2010, the Ofice of Fair Housing and Equal Opportunity proposes $42.5 million in FH P program fundi ng.

Funding for FHIP is critical to achieving the Department’s Strategi c Goal “Ensure Equal Opportunity in Housing” and addressing the
findings of HUD-funded discrimnation studies. FH P provides non-profit organi zations with the funding they need to investigate

conpl aints of discrinmnation on the local and regional |evel, collect evidence to corroborate allegations, and educate communities about
their fair housing rights. HUD studies denonstrate the effectiveness of testing in uncovering unlawful discrimnation. HUD studies also
indicate a need to do nore education and outreach to informthe public and to inprove their confidence in the governnment’s role in
investigating and addressi ng housi ng-rel ated di scrim nation.

FHEO s annual performance neasures track program contributions toward the achi evenent of |ong-term outconme goals that include increased
public awareness of fair housing | aws and decreased incidences of housing discrimnation nationw de. HUD studies conducted in intervals
of 5 to 10 years exanine progress toward these outcones. The Departrment is currently working to identify options for measuring national
awar eness and discrinmination on a nore frequent basis.
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Fair Housing Initiatives Program
Strat egi es:
OBJECTI VE: | MPROVE PUBLI C AWARENESS OF FAI R HOUSI NG LAWS

Reci pients of FH P education and outreach grants will hold at |east 675 activities, to include outreach to faith-based and grassroots
organi zations, reaching at |east 300,000 people.

e Qutreach events will provide education on a full range of fair housing issues in comunities nationw de. Sonme resources wll be
targeted to topics of high priority, such as predatory and discrimnatory | ending.

e A national clearinghouse will support the efficient distribution of available outreach materials to a | arge nunber of
organi zations and individuals, potentially enhancing the effectiveness of outreach events.

I mprove positive case outconme with the use of FH P grant funded testing. The ratiol/percentage of cases with positive outcones that are
filed or referred by FH P grantees that include testing is higher than cases with positive outconmes where no testing is used.

e Positive outcones are defined as cases that are conciliated, resolved, or charged.
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Fair Housing Initiatives Program

FAI R HOUSI NG AND EQUAL OPPRORTUNI TY
FAI R HOUSI NG | NI TI ATl VES PROGRAM
Justification of Proposed Changes in Appropriations Language

The fiscal year 2010 President’s Budget includes proposed changes in the appropriations |anguage |listed and expl ai ned bel ow. New | anguage
is italicized and underlined, and | anguage proposed for deletion is bracketed.

For contracts, grants, and other assistance, not otherw se provided for, as authorized by title VIII of the civil R ghts Act of 1968, as
anended by the Fair Housing Amendnents Act of 1988, and section 561 of the Housing and Community Devel opnent Act of 1987, as anended,

[ $53, 500, 000] $72, 000, 000, to remain available until Septermber 30, [2010]2011, of which [$27, 500, 000] $42, 500, 000 shall be to carry out
activities pursuant to such section 561[ of which up to $2, 000,000 shall be nade available to carry out authorized activities to protect
the public fromnortgage rescue scans]. Provided, That notwi thstanding 31 U S.C. 3302, the Secretary nmay assess and col |l ect fees to cover
the costs of the Fair Housing Training Acadeny and nay use such funds to provide such training: Provided further, That no funds nade

avai |l abl e under this heading shall be used to | obby the executive or |egislative branches of the Federal Governnent in connection with a
specific contract, grant or loan[: Provided further, That of the funds made avail abl e under this heading, $500,000 shall be available to
the Secretary of Housing and U ban Devel opnment for the creation and pronotion of translated materials and other prograns that support the
assi stance of persons with limted English proficiency in utilizing the services provided by the Departnent of Housing and Urban

Devel opnent]. (Departnent of Housing and Urban Devel opnent Appropriations Act, 2009).

Expl anati on of changes from fiscal year 2009.

The provision setting aside funding for the creation and pronotion of translated nmaterials to support the assistance of persons with
limted English proficiency has been renmoved. |In fiscal year 2008, $380 thousand and $500 thousand was provided in fiscal year 2009. All
vital Housing docunents have been translated and no additional funding is required.

The | anguage directing HUD to allocate up to $2 million to carryout activities to protect the public fromnortgage rescue scanms has been
deleted. As a part of its fiscal year 2010 budget request for FHIP, HUD is proposing to allocate $12 mllion to address | ending
discrimnation and nortgage abuse schenes in support of the Departnent’s new Mortgage Abuse Initiative. This larger, nore conprehensive
approach makes a $2 mllion set-aside in FH P unnecessary.
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Fair Housing Initiatives Program

FAI R HOUSI NG AND EQUAL CPPORTUNI TY
FAI' R HOUSI NG | NI TI ATl VES PROGRAM
Crosswal k of 2008 Availability
(Dol l'ars in Thousands)

Tot al
Suppl erent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr ammi ngs Transfers Carryover Resour ces
Competitive Gants .................. $24, 000 e e e $711° $24, 711
Total ....... .. ... 24,000 e e e 711 24,711

a/ Includes $100 thousand in recaptures
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Fair Housing Initiatives Program

FAI R HOUSI NG AND EQUAL CPPORTUNI TY
FAI' R HOUSI NG | NI TI ATl VES PROGRAM
Crosswal k of 2009 Changes
(Dol lars in Thousands)

2009 Congr essi onal
President’s Appropri ations 2009
Budget Action on 2009 Suppl enental / Total 2009
Budget Activity Request Request Resci ssi on Repr ogr ammi ngs Carryover Resour ces
Conpetitive Gants .................. $26, 000 $27, 500 e e $23, 2012 $50, 701
Total ...... ... ... 26, 000 27,500 23,201 50, 701

al

$23.2 nillion in grant awards planned for obligation at the end of fiscal year 2008 were obligated at

20009.

Fi scal

year 2009 grant awards are planned for the end of fiscal
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the begi nning of fiscal year
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