HOUSING
PROJECT-BASED RENTAL ASSISTANCE
2010 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
PROJECT-BASED RENTAL ASSISTANCE Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation _......_.._......... $6,381,810 $577,135°% -$154,950° $6,803,995° $6,582,834° $6,079,640
2009 Appropriation/Request ........ 7,100,000 221,160 2,000,000 9,321,160° 9,321,160° 7,506,000
2010 Request ... ... ... ......... 8,100,000" . . 8,100,000 8,100,000 8,152,000
Program Improvements/Offsets ...... +1,000,000 -221,160 -2,000,000 -1,221,160 -1,221,160 +646,000

a/ Reflects $383.9 million carryover from fiscal year 2007 plus $193.2 million recaptured during fiscal year 2008.

b/ Includes a rescission of $204.9 million pursuant to the Consolidated Appropriations Act, 2008 (P.L. 110-161) and $50 million
Project-Based Voucher Hurricane Katrina and Rita disaster relief provided in the fiscal year 2009 Continuing Resolution
(P.L. 110-329).

c/ Includes $3.960 million transferred and obligated in the Working Capital Fund.

d/ Provided in the American Recovery and Reinvestment Act--ARRA (P.L. 111-5).

e/ Includes $10 million transferred and obligated in the Working Capital Fund.

f/ Includes $400 million provided in the fiscal year 2009 Appropriations Bill to be available on October 1, 2009. The fiscal year
2010 Budget includes an advance appropriation request of $400 million to be available on October 1, 2010.

Summary Statement

Project-Based Rental Assistance (PBRA) assists more than 1.3 million low- and very low-income households in obtaining decent, safe,
and sanitary housing iIn private accommodations. This critical program serves families, elderly households, disabled households, and
provides transitional housing for the homeless. Through PBRA funding, HUD renews Section 8 Project-Based assistance contracts with
owners of multifamily rental housing. HUD makes up the difference between what a household can afford and the approved rent for an
adequate housing unit in a multifamily development. Without this assistance, most of the people served by this program would face
unsafe housing, over crowded housing, or homelessness.

The Department is requesting a total of $8.1 billion to meet PBRA program needs. This includes a $400 million advance appropriation
to be available in fiscal year 2011 to meet anticipated funding needs on October 1, 2010. The fiscal year 2010 Budget also includes a
request for no less than $232 million and up to $258 million to fund Performance-Based Contract Administrators. Flexible language is
proposed to increase that amount as necessary by re-allocating funds from other set-asides or from recaptures.

HUD”s budget for fiscal year 2010 includes major improvements for the Project-Based Rental Assistance account:

Support for Full 12-Month Funding: With the $2.0 billion provided in the American Recovery and Reinvestment Act (ARRA) (P.L.
111-5), HUD was able to fund all contracts renewing in fiscal year 2009 on a full 12-month basis-reversing the pattern of short-
funding that had been practiced in prior years. The proposed fiscal year 2010 Budget will continue that approach. An integral
component to this approach is the request for advance appropriations each fiscal year to cover anticipated renewal needs for contracts
due to expire at the beginning of the next fiscal year. Full funding and timely enactment of annual appropriations in concert with
the efficient use of carryovers and recaptures during the year are critical if HUD is to avoid the payment disruptions that have
occurred in previous years.
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Systems Improvements: In addition, HUD is proposing that systems improvements necessary to modernize and enhance the management of
the Project-Based program be funded through transfers pursuant to the Transformation Initiative. The Transformation Initiative is
highlighted in a separate justification in the Budget. Previously, these funds were provided by means of a transfer from this account
to HUD’s Working Capital Fund.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Summary of Resources by Program

(Dollars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Total 2008 Authority/ Carryover 2009 Total 2010

Budget Activity Authority Into 2008 Resources Obligations Request Into 2009 Resources Request
Contract Renewals and

Amendments . .......... $5,934,172 $577,135 $6,511,307 $6,340,146 $6,868,000 $171,160 $7,039,160 $7,858,000%
Contract Administrators 238,728 .- 238,728 238,728 222,000 .- 222,000 232,000°
Working Capital Fund

(transfer) ........... 3,960 - 3,960 3,960 10,000 . 10,000 SL2C

Project Based Vouchers-

Hurricane Relief (PL

110-329) ..o 50,000 - 50,000 - .- 50,000 50,000
Tenant Resources,

Information and

Outreach (TRIO) ...... 10,000
Contract Renewals -

Recovery Act - (P.L.

111-5) ceieii i o i - - - 2,000,000 - 2,000,000

Total ............... 6,226,860 577,135 6,803,995 6,582,834 9,100,000 221,160 9,321,160 8,100,000

NOTES: The 2007 Carryover into 2008 reflects $383.9 million carryover from fiscal year 2007 plus $193.2 million recaptured during

b/

c/

fiscal year 2008. The 2008 Budget Authority includes a supplemental appropriation of $50 million (P.L.110-329), Disaster Relief
Funds, and $204.9 million of rescinded fiscal year 2008 funds.

The Department estimates that the total Section 8 Amendment needs in 2010 will be $624 million. This Budget assumes that

$164 million of this total will be funded by recaptures collected in the Housing Certificate Fund account, and the remaining amount
($460 million) will be accommodated in the Project-Based Rental Assistance account.

The budget requests $232 million and up to $258 million with flexible language for increases as necessary by reallocating funds from
other set-asides or recaptures.

The Department intends to fund these activities through the HUD Transformation Initiative.

The Department may transfer up to $10 million from the Contract Renewals set-aside for Tenant Resources, Information and Outreach
(TRIO) activities under Sec. 514(f) of the Multifamily Assisted Housing Reform and Affordability Act (MAHRA)of 1997 (42 U.S.C. 1437f
note).
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Staffing Needs:

FTE

Headquarters ......
Field .............

Assistance
2008 2009 2010
Actual Estimate Estimate
.. 64 66 65
.- 327 329 329
- 391 395 394
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Contract Renewals and Amendments Amount
b2 1 1< 75 o o] ] o1 1= & 8 (] o 1 $6,134,172
2009 Appropriation/Request . . . . ... eeea e aaaaaan 6,868,000
2010 ReqUEST . .. i e e e e e e e e eee e aaaaaan 7,858,000
Program Improvements/Offsets . ... ... e aaaaaan +990,000

Proposed Actions

The contract renewals and amendments set-aside provides funding for the Department to renew and amend PBRA contracts. These funds are
necessary to keep the nearly 1.3 million families assisted by this program in safe, sanitary, and affordable housing. For fiscal year
2010, HUD requests $7.858 billion for contract renewals and amendments. This amount is for Housing’s Project-Based Section 8
contracts, Public and Indian Housing’s Mod Rehab contracts, and Community Planning and Development’s Single Room Occupancy contracts.

This request is anticipated to be sufficient to fund all contract renewals for a full 12 months. In addition, a $400 million advance
appropriation for fiscal year 2011 is requested to meet October 1, 2010 payments.

The need for Section 8 Amendment funds results from insufficient funds provided for long-term project-based contracts funded primarily
in the 1970°s and 1980°s. During those years, the Department provided contracts for terms of up to 40 years. Estimating funding
needs over such a long period of time proved to be problematic, and as a result, many of these Section 8 contracts were inadequately
funded. The current practice of renewing expiring contracts for a l-year term helps to ensure that the problem of inadequate funded
contracts is not repeated. However, older long-term contracts that have not reached their termination dates and have not entered the
1-year renewal cycle must be provided amendment funds for the projects to remain financially viable and thus maintain the inventory of
affordable rental housing.

The Department estimates that total Section 8 Amendment needs in 2010 will be $624 million. Of that amount, $460 million will be
funded from the Contract Renewals and Amendments set-aside in this account. The remaining amount ($164 million) will be funded from
recaptures collected in the Housing Certificate Fund.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Program Offsets
(Dol lars in Thousands)

Contract Administrators Amount
2008 Appropriation ... $238,728
2009 Appropriation/Request . . . .. ... e e aaaaaaan 222,000
2010 ReQUEST . . . i e e e e e e e e e e e e e e 232,000
Program Improvements/OfFsets . ... ... e e +10,000

Proposed Actions

The Contract Administrators set-aside is necessary to fund the vast majority of the administration of the PBRA program. Through this
set-aside, the Department funds contracts with performance-based contract administrators (PBCAs). These entities, which are typically
Public Housing Authorities or state housing finance agencies, are responsible for conducting on-site management reviews of assisted
properties; adjusting contract rents; reviewing, processing, and paying monthly vouchers submitted by owners; renewing contracts with
property owners; and responding to health and safety issues at properties.

The Department requests a minimum of $232 million and up to $258 million for Contract Administrators; however, flexible language is
proposed to allow for re-allocation of resources from other fiscal year 2010 set-asides and recaptures during the year to ensure that
sufficient resources will be available to fund this vital activity in the event that actual emerging funding requirements diverge from
the estimated amounts in the budget.

The implementation of PBCAs for project-based Section 8 contract administration is a vital tool in the Department’s efforts to
transform and improve program administration and monitoring. |In particular, the Department uses PBCAs to: (1) reduce payment errors;
(2) improve the physical condition of units; and (3) ensure timely payment of rents to property owners. In conjunction with the
Department”s Rental Housing Integrity Improvement Project (RHIIP), PBCAs have helped make HUD a leader amongst Federal agencies in
reducing improper payments. Because PBCAs are required to perform extensive annual reviews of properties’ operations, including
reviewing owners” rent subsidy calculations; they help the Department ensure that the right benefits are going to the right people.
Finally, PBCAs help ensure the timely payment of housing assistance to property owners. A Government Accountability Office (GAO)
report from November 2005 (GAO-06-57) found that contracts administered by PBCAs had the lowest percentage of late payments when
compared to other types of contract administration.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Working Capital Fund (transfer) Amount
b2 1 1< 75 o o] ] o1 1= & 8 (] o 1 $3,960
2009 Appropriation/Request . . . . ... eeea e aaaaaan 10,000
2010 ReQUEST . ..ot i e i ieaeeeeaeeeaeaeeeeeaa e e
Program Improvements/Offsets . ... ... e aaaaaan -10,000

Proposed Actions

The Department is not requesting any transfers for the Working Capital Fund in 2010. Instead, these activities will be funded through
the Department’s Transformation Initiative. This initiative will allow the Secretary the necessary flexibility to undertake an
integrated and balanced effort to improve program performance and test innovative ideas. Up to 1 percent of the funds appropriated
for the Project-Based Rental Assistance account will be transferred to the Transformation Initiative account to undertake research,
demonstrations, technical assistance, and technology improvements. Within 30 days of enactment, the Secretary will provide a detailed
operating plan to the Committees on Appropriations with the specific activities that will be undertaken toward achieving
transformation at HUD.

For the Project-Based Rental Assistance program this request will pay for development of, and modifications to, the technology systems
required by this account. Past Working Capital Fund transfers, such as $1.4 million allocated in 2007 and $3.96 million in 2008, have
been insufficient and have led to slow and inadequate systems development.

Many of the problems that have plagued this program in the past (such as late payments, improper payments and inaccurate contract
data) may be prevented with new and improved systems. Moreover, a report issued by the GAO in November 2005 (GA0O-06-57), highlighted

the need for better processes in administering this program. HUD plans to use this request to address GAO’s concerns and improve this
program.

With the funds provided by the Transformation Initiative, HUD will be able to transform TRACS:

. Start development of a system that will keep real-time contract data--eliminating the need for paper contracts, and reducing
the potential of discrepancies in contract data.

. Maintain and improve its system for contract disbursements--helping to ensure property owners are paid on a timely basis.
. Improve the ability to forecast short-term and long-term program funding needs.

. Reduce improper payments through improved verification of tenant income statements.

These improvements will help HUD increase the efficiency and effectiveness of future program appropriations.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Project Based Vouchers- Hurricane Relief (PL 110-329) Amount

b2 1 1< 75 o o] ] o1 1= & 8 (] o 1 $50,000
2009 Appropriation/Request . . . . ... eeea e aaaaaan -
2010 ReqUEST . .. i e e e e e e e e eee e aaaaaan .-
Program Improvements/Offsets . ... ... e aaaaaan -

Proposed Actions

A total of $50 million was provided under the fiscal year 2009 Continuing Resolution “Consolidated Security, Disaster Assistance, and
Continuing Appropriations Act, 2009” (P.L. 110-329) (Div B Chapter 10) to aid victims of Hurricanes Katrina and Rita.

These project-based vouchers are provided under section 8(0)(13) of the United States Housing Act of 1937 (42 U.S.C. 1437f(0)(13)).
These type of vouchers are typically funded and renewed under the heading “Tenant-Based Rental Assistance.” Therefore, the Department
includes the renewal of these vouchers in the Tenant-Based Rental Assistance request.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Contract Renewals - Recovery Act - (P.L. 111-5) Amount
2008 Appropriation ... .
2009 Appropriation/RequUesT . ... e e e aaee e aaaaaan $2,000,000
2010 ReqUEST . ..o e e eeeaeeeeeeeeeaa e e
Program Improvements/OfFsets . ... ... i aaaaaaan -2,000,000

Proposed Actions

The American Recovery and Reinvestment Act (ARRA) (P.L. 111-5) provided $2.0 billion to fund all project-based contract renewals for a
full 12 months in fiscal year 2009. This funding together with the fiscal year 2009 Omnibus Appropriation request will return these
projects to their original funding anniversary cycle. It will reduce the administrative burden imposed by the necessity of reviewing
the contracts multiple times during a 12 month period as a result of short term funding procedures. It will spread the workflow
requirement on a more even monthly basis throughout the fiscal year. Finally, it will re-assure owners and project sponsors that
funding will be available on a timely basis throughout the year.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Tenant Resources, Information and Outreach (TRIO) Amount

b2 1 1< 75 o o] ] o1 1= & 8 (] o 1 I
2009 Appropriation/Request . . . . ... eeea e aaaaaan -
2010 ReqUEeST - ..o $10,000
Program Improvements/Offsets . ... ... e aaaaaan +10,000

NOTE: The Department plans to use up to $10 million from the Contract Renewals and Amendments set-aside to fund this activity in
2010.

Proposed Actions

HUD is proposing to use up to $10 million from the Contract Renewals and Amendments set-aside for Tenant Resources, Information and
Outreach (TRIO) grants to build on previous efforts to provide assistance to tenant groups, non-profit organizations, and public
entities for building the capacity of tenant organizations. The grants support tenants in Section 8 subsidized properties upon the
expiration of the subsidy contracts, and include activities such as education, outreach, training and technical assistance activities.

Section 514(f) of the Multifamily Assisted Housing Reform and Affordability Act (MAHRA) of 1997 (47 U.S.C. 1437fnote) authorizes the

Department to provide financial assistance for building the capacity of tenant organizations and furthering the purposes of the Mark-
to-Market program including preservation of low-income housing and tenant services. This activity is subject to an annual limitation
of $10 million to be derived from the Project-Based Rental Assistance account.

The TRIO program would build upon best practices and lessons learned from predecessor programs to provide training and technical
guidance on how to reach, educate and organize tenants about the ramifications of subsidy contract expirations and renewals under
MAHRA and enable tenants to explore alternative outcomes.



Project-Based Rental Assistance

HOUSING

PROJECT-BASED RENTAL ASSISTANCE
Performance Measurement Table

Program Name: PROJECT-BASED RENTAL ASSISTANCE

Program Mission:

Project-Based Rental Assistance is the Federal government®s primary program to assist families in meeting their housing
needs through publicly subsidized multifamily housing units.

in HUD’s rental housing assistance programs will
continue to be reduced.

no more than 4.6%
of total payments

ill be no more
than 3.2% of total

payments

Performance Indicators Data Performance Report Performance Plan
Sources

2008 Plan 2008 Actual 2009 Plan 2010 Plan
The share of assisted and insured privately REAC Maintained at no 93.0% Maintained at no |Maintained at no
owned multifamily properties that meet HUD Physical less than 95 less than 92% less than 92%
established physical standards are no less than |Assessment |percent
92 percent. Subsystem
For households living in assisted and insured PIH/REAC Maintained at no 100% Maintained at no |Maintained at no
privately owned multifamily properties, the less than 98 less than 98% less than 98%
share of properties that meets HUD’s financial percent
management compliance is maintained at no less
than 98 percent.
Reduce the average number of observed exigent REAC Reduce by 10% 31% reduction Reduce by 5% Reduce by 5%
deficiencies per property for substandard Physical from fiscal year (7.60 to 4.48) (4.48 to 4.26) (from 2008 level)
Multifamily Housing properties by 5 percent. Assessment (2006

Subsystem

The share of units that have functioning smoke REAC Maintain 92.8% or [93.6% 92.8% or greater |92.8% or greater
detectors and are in buildings with functioning Physical greater
smoke detectors will be 92.8 percent or greater |Assessment
for public and multifamily housing. Subsystem
The rate of program errors and improper payments [PD&R Improper payments [3.5% Improper payments |Improper payments

ill be no more
than 3.1% of total

payments
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Explanations of Indicators

Indicators: The share of assisted and insured privately owned multifamily properties that meet HUD established physical standards are
maintained at no less than 95 percent.

Improving the performance of housing intermediaries in meeting HUD’s physical standards for public and multifamily housing is a high
priority for this administration. Private owners of HUD-assisted multifamily housing have a contractual obligation to meet these
physical standards, or comply with local codes if they are more stringent.

The Department plans to at least maintain the fiscal year 2009 goal into fiscal year 2010. This is a very high performance rate and
reflects the important outcome goal of providing healthy, quality, and safe housing for HUD’s multifamily inventory.

The Department has several current tools and is developing others to improve the physical quality of public and assisted housing. HUD
plans to:

e Continue to monitor privately assisted multifamily housing through Section 8 contract administrators who perform management and
occupancy reviews, and through physical inspections on 100 percent of their portfolios.

. Use the Mark-to-Market program to ensure that management of HUD-assisted, privately owned housing meets its operating
obligations, resulting in ongoing maintenance of proper physical standards at these properties.

e Use data from the Department’s Real Estate Assessment Center on the financial soundness of providers of assisted multifamily
housing, physical quality of stock, and satisfaction of the residents. Multifamily Housing may refer property owners to the
Departmental Enforcement Center for enforcement action or sanctions.

The multifamily program is now on a “3-2-1" inspection schedule, so that the higher performing properties are not re-inspected every
year like troubled properties. HUD expects this policy will significantly reduce the number of troubled properties, and will improve
the overall physical condition of multifamily properties.

Indicator: For households living in assisted and insured privately owned multifamily properties, the share of properties that meets
HUD”s financial management compliance is maintained at no less than 98 percent.

The Department’s Real Estate Assessment Center is evaluating the financial management of both public housing agencies and privately
owned multifamily properties based on generally accepted accounting principles. The Real Estate Assessment Center performs Quality
Assurance Reviews of the audited financial statements of multifamily property owners submitted by Independent Public Accountants. The
Quality Assurance Reviews provide assurance that the audited statements are accurate and reliable and that audits are conducted in
accordance with government and professional standards. Multifamily project managers in the field offices are responsible for
resolving all compliance issues or findings identified by the Real Estate Assessment Center. In addition, owners not submitting their
audited financial statements in a timely manner are referred to the Departmental Enforcement Center.

The fiscal year 2010 goal is to maintain high compliance and successful resolutions so that at least 98 percent of the properties
submitting audited financial statement either have no compliance issues or audit findings or have such issues or findings closed
(resolved) by September 30, 2010.
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Indicator: Reduce the average number of observed exigent deficiencies per property for substandard Multifamily Housing properties by
5 percent.

Improving the physical quality of HUD-assisted privately owned Multifamily housing is a major outcome goal for the Department.
Therefore, the Department’s Real Estate Assessment Center conducts physical inspections that identify exigent health and safety or
fire safety deficiencies on HUD involved properties. Exigent health and safety hazards include but are not limited to: (1) air
quality, gas leaks; (2) electrical hazards, exposed wires/open panels; (3) water leaks on or near electrical equipment;

(4) emergency/fire exits/blocked/unusable fire escapes; (5) blocked egress/ladders; and (6) carbon monoxide hazards. Fire safety
hazards include: (1) window security bars preventing egress; and (2) fire extinguishers expired. This indicator measures the
reductions in exigent health and safety or fire safety deficiencies nationwide as HUD applies its physical inspection protocol,
Uniform Property Condition Standards, to substandard properties. The use of physical inspections by the Real Estate Assessment Center
has led to a general reduction in exigent health and safety hazards even with an aging portfolio and high occupancy rates. The Office
of Multifamily Housing’s project managers in the field require owners to certify the correction of such deficiencies within 72 hours.
This indicator is based on identification of such conditions when inspected.

The goal for fiscal year 2010 is to reduce the average defects per property for substandard properties, (with a Physical Assessment
Subsystem score of less than 60) by 5 percent from the fiscal year 2008 actual.

Indicator: The share of units that have functioning smoke detectors and are in buildings with functioning smoke detectors will be
92.8 percent or greater for public and multifamily housing.

Protecting HUD assisted low-income renters from fire hazards is a crucial part of HUD’s goal to improve the quality of public and
assisted housing. The Real Estate Assessment Center’s physical inspections of public and assisted housing include checks of fire
safety features including the presence of operational smoke detectors in housing units, common areas, and utility areas of buildings.

The Department has been successful in meeting its goal to increase the share of units with functional smoke detection systems in
assisted multifamily housing. Through the use of management tools that track the housing quality of assisted housing, such as
inspections by the Real Estate Assessment Center, the Department will continue to work with its partners toward meeting this
objective. The fiscal year 2010 goal is to continue to improve results.

Indicator: The rate of program errors and improper payments in HUD’s rental housing assistance programs will continue to be reduced.
The rental housing assistance programs (public housing, Housing Choice Vouchers, and project-based assistance programs) constitute

HUD’s largest appropriated activity, with over $27 billion in annual expenditures. There are three major sources of error in these
complex programs:

. Program administrator error: the program administrator’s failure to properly apply income exclusions and deductions and correctly
determine income, rent, and subsidy levels;

e Tenant income reporting: the tenant beneficiary’s failure to properly disclose all income sources; and

. Billing error: errors in the billing and payment of subsidies between third party program administrators and HUD. Billing errors
are discrepancies between the proper subsidy level (based on the actual rent charges) and the amount that HUD is actually billed.
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Enterprise Income Verification Implementation and Use. HUD believes that the general downward trend in tenant income error will
continue as the result of an improved methodology for reviewing income discrepancies identified through computer matching and third
party verification to better determine actual cases of underreported income affecting subsidy levels. The reduction will also be
facilitated by: technical assistance and training to minimize administrator errors; implementation of the Enterprise Income
Verification system in multifamily housing; and approval of a proposed rule that will mandate use of the Enterprise Income
Verification system.

HUD believes that the goals for fiscal year 2010 and beyond are realistic and sustainable. Overall, HUD has reduced its baseline
erroneous rental assistance payment estimates of $3.4 billion by over 55 percent since 2000. The goal for fiscal year 2010 is to
reduce the actual improper payment rate to no more than 4.5 percent of total annual program payments.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Proposed Appropriations Language

The fiscal year 2010 President’s Budget includes proposed changes in the appropriations language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

PROJECT-BASED RENTAL ASSISTANCE
(INCLUDING TRANSFER OF FUNDS)

For activities and assistance for the provision of project-based subsidy contracts under the United States Housing Act of 1937

(42 U.S.C. 1437 et seq.) (‘'the Act""), not otherwise provided for, [$7,100,000,000] $7,700,000,000, to remain available until
expended, shall be available on October 1, [2008] 2009, and $400,000,000, to remain available until expended, shall be available on
October 1, [2009] 2010: Provided, That the amounts made available under this heading are provided as follows:

(1) [$6,868,000,000] Up to $7,868,000,000 shall be available for expiring or terminating section 8 project-based subsidy contracts
(including section 8 moderate rehabilitation contracts), for amendments to section 8 project-based subsidy contracts (including
section 8 moderate rehabilitation contracts), for contracts entered into pursuant to section 441 of the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11401), for renewal of section 8 contracts for units in projects that are subject to approved plans of
action under the Emergency Low Income Housing Preservation Act of 1987 or the Low-Income Housing Preservation and Resident
Homeownership Act of 1990, and for administrative and other expenses associated with project-based activities and assistance funded
under this paragraph.

(2) [Up to] Not less than $232,000,000 but not to exceed $258,000,000 shall be available for performance-based contract administrators
for section 8 project-based assistance: Provided, That the Secretary of Housing and Urban Development may also use such amounts for
performance-based contract administrators for the administration of: interest reduction payments pursuant to section 236(a) of the
National Housing Act (12 U.S.C. 1715z-1(a)); rent supplement payments pursuant to section 101 of the Housing and Urban Development Act
of 1965 (12 U.S.C. 1701s); section 236(F)(2) rental assistance payments (12 U.S.C. 1715z-1(¥)(2)); project rental assistance contracts
for the elderly under section 202(c)(2) of the Housing Act of 1959 (12 U.S.C. 1701qg); project rental assistance contracts for
supportive housing for persons with disabilities under section 811(d)(2) of the Cranston-Gonzalez National Affordable Housing Act

(42 U.S.C. 8013(d)(2)); project assistance contracts pursuant to section 202(h) of the Housing Act of 1959 (Public Law 86-372; 73
Stat. 667); and loans under section 202 of the Housing Act of 1959 (Public Law 86-372; 73 Stat. 667).

[(3) Not to exceed $10,000,000 provided under this heading may be transferred to the Working Capital Fund.]

[(4)]1 (3) Amounts recaptured under this heading, the heading "Annual Contributions for Assisted Housing"", or the heading "Housing
Certificate Fund®"" may be used for renewals of or amendments to section 8 project-based contracts or for performance-based contract
administrators, notwithstanding the purposes for which such amounts were appropriated.

Explanation of Changes

Provides flexible language to allow reallocation of resources between the Performance-Based Contract Administrator (PBCA) set-aside in
paragraph (2) and other program activities funded in paragraph (1). Also eliminates language requesting $5.0 million for transfer to
the Working Capital Fund. These amounts for IT support activities for the Section 8 Project-Based program are requested under the
Department’s proposed Transformation Initiative described elsewhere in this Budget Justification.
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HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Crosswalk of 2008 Availability

(Dollars in Thousands)

Total
Supplemental/ Approved 2008
Budget Activity 2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
Contract Renewals and Amendments .... $6,339,122 -$204,950 .- -$200,000 $577,135¥ $6,511,307
Contract Administrators ............. 238,728 .- .- .- .- 238,728
Working Capital Fund (transfer) ..... 3,960 .- .- .- .- 3,960
Project Based Vouchers- Hurricane
Relief (PL 110-329) ................ .- 50,000 - - - 50,000
Tenant Resources, Information and
Outreach (TRIO) . ... ... ..o oo..-. -
Contract Renewals - Recovery Act -
(P.L. 111-5) i e e e e e e
Total ... iiiiiiiii.. 6,581,810 -154,950 - -200,000 577,135 6,803,995

a/ Includes $202 million recaptured during fiscal year 2007.
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Budget Activity

Contract Renewals and Amendments ....
Contract Administrators .............
Working Capital Fund (transfer) .....
Project Based Vouchers- Hurricane
Relief (PL 110-329) ... ...ooocanaao--
Tenant Resources, Information and
Outreach (TRIO) ... ... ... .. ...
Contract Renewals - Recovery Act -
(P.L. 111-5) .
Total ... ...

HOUSING
PROJECT-BASED RENTAL ASSISTANCE
Crosswalk of 2009 Changes
(Dol lars in Thousands)

2009 Congressional
President’s Appropriations 2009
Budget Action on 2009 Supplemental/ Total 2009
Request Request Rescission Reprogrammings Carryover Resources
$6,763,000 $6,868,000 Y $171,160 $7,039,160
232,000 222,000 222,000
5,000 10,000 10,000
. 50,000 50,000
.- - $2,000,000 e . 2,000,000
7,000,000 7,100,000 2,000,000 221,160 9,321,160

a/ Section 8 Amendments requirements in fiscal year 2009 will be met from a mixture of resources including new budget authority,
carryover funds, and recaptures as necessary.



HOUSI NG
GREEN RETROFI T PROGRAM
2010 Summary Statenment and Initiatives
(Dol l'ars in Thousands)

Enact ed/ Suppl enment al / Tot al
GREEN RETROFI T PROGRAM Request Carryover Resci ssi on Resour ces ol i gati ons Qutl ays
2008 Appropriation ................
2009 Appropri ation/ Request ........ C . $250, 000 $250, 000 $133, 000 $3, 000
2010 Request ........... .. . $117, 000 e 117, 000 117, 000 124, 000
Program | nprovenents/ Offsets ...... S +117, 000 - 250, 000 -133, 000 -16, 000 +121, 000

Summary St at enent

Title XIl of Division A of the American Recovery and Reinvestnent Act of 2009, P.L. 111-5, in the paragraph titled “Assisted Housing
Stability and Energy and Green Retrofit Investnents,” provides authority to nake |oans, make grants, and take a variety of other
actions to facilitate utility-saving retrofits and other retrofits that produce environnental benefits, in certain existing HUD
assisted multifanily housing, subject to agreement between the Departnent and the project owner. This programis admnistered through
the O fice of Affordable Housing Preservation (QAHP), using policy and program approaches devel oped for QAHP s Mark-to- Market G een
Initiative. A total of $250 mllion was appropriated in that Act for this activity.

The Green Retrofit Program (GRP) uses OAHP' s existing infrastructure for program managenent, due diligence, underwiting, closing, and
rehabilitation escrow admni stration. The Act pernmits up to 5 percent of these funds available for | oans and grants to be used for
underwriting and oversight which will be allocated to certain Mark-to-Market participating adm nistrative entities (PAEs) to carry out
due diligence, underwiting, and negotiation activities for the GRP pursuant to each PAE s existing portfolio restructuring agreenent,
as anended. QOAHP mmy offer either a Geen Retrofit Gant or a Green Retrofit Loan (repayable froma share of Surplus Cash and from
sal e and refinancing proceeds) of up to $15,6000 per unit for an individual Eligible Project, and expected to average not nore than
$10, 000 per unit across all eligible projects that are funded, to be used to finance Green Retrofits that will reduce on-going utility
consunption, benefit resident health, and/or benefit the environment. The requirenments differ depending on the type of project-based
assi stance contract.

I mprovenents financed through this program nust have one or nore of the following attributes, when conpared with the conparable
component that would nornally be used by owners of simlar properties in the sane market area: Ilower electric/heating fuel/water
consunption; |ower em ssions of chem cals thought to be harnful to humans; | onger useful life; nore biodegradable; nore easily
recycled; and |lower use of raw naterials/nmore recycl ed content.

Transfers to G her Accounts

The appropriations |anguage in the Recovery Act permit up to 1 percent of the anounts available for | oans and grants to be transferred
to various admi nistrative expense accounts of the Department for staffing, training, technical assistance, technology, nonitoring,
research and evaluation. It is anticipated that the full amount will be transferred. |In addition, the Recovery Act provided a

suppl enent al appropriation of $2 billion under this heading for Project-Based Section 8 contract renewals. That anount was
transferred to the “Project-Based Rental Assistance” account and is discussed in that portion of the justifications.



G een Retrofit Program

HOUSI NG
GREEN RETORFI T PROGRAM
Summary of Resources by Program

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Budget Activity Aut hority Into 2008 Resour ces ol i gations Request Into 2009 Resour ces Request
Geen Retrofit Loans &
Gants ............... $235, 000 $235, 000
Underwiting and
Oversight ............ 12,500 12,500
Adnmi ni stration
Transfers ............ . . . . 2,500 e 2,500
Total ............... 250, 000 250, 000
2008 2009 2010
FTE Act ual Esti mate Estinate
Headquarters ........
Field ............... el el el
Total .............



G een Retrofit Program

Budget Activity

Geen Retrofit Loans & Grants .......
Underwiting and Oversight ..........
Adm ni stration Transfers ............

Tot al

HOUSI NG
GREEN RETRCFI T PROGRAM
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Tot al
Suppl enment al / Appr oved 2008
2008 Enact ed Resci ssi on Repr ogr amm ngs Transfers Carryover Resour ces
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HOUSI NG
GREEN RETROFI T PROGRAM
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009

Budget Action on 2009 Suppl enent al / Total 2009

Budget Activity Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
G een Retrofit Loans & Grants ....... S - $235, 000 $235, 000
Underwriting and Oversight .......... .. .. 12,500 12,500
Administration Transfers ............ 2,500 2,500
Total ... .. C C 250, 000 250, 000



DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
FEDERAL HOUSING ADMINISTRATION
MORTGAGE AND LOAN INSURANCE PROGRAMS

PROGRAM DESCRIPTION

Through mortgage insurance, the Federal Housing Administration (FHA) helps lenders reduce their exposure to risk of default. This
assistance allows lenders to make lower-cost financing available to more borrowers for home and home improvement loans, and apartment,
hospital, and nursing home loans. FHA provides a vital link in addressing America’s homeownership and affordable rental housing
needs.

Mortgage insurance has made financing available in neighborhoods and geographic areas facing economic uncertainty, and to individuals
and families not adequately served by the conventional mortgage market. FHA has been a product innovator, and has seen the private
sector follow with similar products and terms once they learn from FHA’s experience. FHA spreads and manages risk through
geographically dispersed loan insurance activity and a portfolio that is diverse in borrowers and products.

To date, FHA continues to play a countercyclical role-—serving as a vital backstop to the private mortgage market during the current
economic downturn, in which severe capital constraints have greatly reduced the ability of private firms to take on credit risk. The
share of FHA-iInsured single family mortgage originations, at a low point of just 1.9 percent in the fourth quarter of 2006, rose
continuously over the next 2 years, reaching a high of 23.7 percent in the fourth quarter of 2008. In terms of dollar volume, FHA
insured $181.2 billion of single family mortgages in fiscal year 2008; and has insured an additional $145.5 billion of single family
mortgages in the first six months of fiscal year 2009. At the current pace, FHA will likely insure more than 2 million single family
mortgages in fiscal year 2009, a much larger number compared with 1.1 million in fiscal year 2008, and 425,000 in fiscal year 2007.

Furthermore, FHA is actively involved in foreclosure mitigation, homeownership counseling and a myriad of efforts to curb mortgage
fraud and lending discrimination; it is also part of the Federal government’s efforts to rethink the regulatory structure governing
the housing sector and to prevent the repetition of the reckless and speculative lending that precipitated the current housing crisis.

FHA is comprised of five separate insurance funds: Mutual Mortgage Insurance (MMI) fund, Cooperative Management Housing Insurance
(CMHI) fund, General Risk Insurance (GI) fund, Special Risk Insurance (SRI) fund, and HOPE for Homeowners (H4H) Fund. For
presentation purposes, the budget transactions are separated into three accounts. The main single family programs, including those
for condominiums and the Home Equity Conversion Mortgage programs are reported under the MMI/CMHI account. All multifamily programs,
excluding the CMHI fund, and other specialized insurance programs form the GI/SRI account. The H4H program, a single family program
that was established by Congress with its own separate fund from the other FHA funds, is intended to help those at risk of default and
foreclosure to refinance into more affordable, sustainable loans through FHA.

SUMMARY OF THE BUDGET ESTIMATES

Mortgage Insurance Commitment Limitations. The Budget requests a mortgage insurance commitment limitation of $415 billion in fiscal
year 2010 for new FHA loan commitments for the MMI and GI/SRI funds. The proposed total includes $400 billion under the MMI Fund,
which supports insurance of single family home mortgages and mortgages under the Home Equity Conversion Mortgage (HECM) program; and
$15 billion under the General and Special Risk Insurance (GI/SRI) Fund, which supports multifamily rental and an assortment of special
purpose insurance programs for hospitals, nursing homes, and title I lending. For mortgages insured under the H4H program, the
principal obligation of all mortgages may not exceed $300 billion over a 3-year period; the program is effective from October 1, 2008
to September 30, 2011.




Direct Loan Limitations. The budget requests a direct loan limitation of $50 million for the MMI fund and $20 million for the GI/SRI
fund to facilitate the sale of HUD properties to, or for use by low- and moderate-income families.




Appropriations for Administrative Contract Expenses. A total of $188.9 million is requested for administrative contract expenses for
the MMI and GI/SRI funds; of this amount up to $70.8 million, will be transferred to the Working Capital Fund for FHA systems costs.
Beginning with fiscal year 2010, all administrative contract expenses for the GI/SR1 fund will be appropriated under the MMI fund.
The administrative costs associated with the H4H program are paid out of HOPE Bonds. Under the Housing and Economic Recovery Act
(Act) of 2008, the Department of the Treasury is authorized to issue HOPE Bonds, up to the aggregate insurance amount, to finance the
net costs to the Federal Government of the program, including administrative costs.

Appropriation for Mortgage Insurance Credit Subsidies. The Budget also requests an appropriation of $806.6 million to support the
credit subsidies associated with loan guarantees committed under FHA"s MMI and GI/SRI accounts. As with the administrative costs for
the H4H program, HOPE Bonds are authorized by the Act to be issued to finance the credit subsidy amounts necessary for H4H loan
guarantees. The credit subsidy is based on the net cost to the Government, exclusive of administrative expenses, of a direct loan or
loan guarantee over its full-term, discounted to present value at the Treasury"s borrowing cost. In cases where premium and fee
income is projected to be more than sufficient to support full costs (i.e., there is no net cost to the Federal government), negative
credit subsidy is generated as revenue to offset other spending or reduce the deficit.




HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
2010 Summary Statement and Initiatives
(Dollars in Thousands)

FHA--MUTUAL MORTGAGE & COOPERATIVE Enacted/ Supplemental/ Total

MGMT. HOUSING INSURANCE FUND Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation ................ $77,400° . e $77,400 $48,167° $39,894"
2009 Appropriation/Request ........ 146,000° . A 146,000 87,507° 138,631°
2010 Request ....iiiiiiiiiininnn, 986, 900 . e 986,900 916,077 912,326
Program Improvements/Offsets ...... +840, 900 .. .. +840, 900 +828,570 +773,695

a/ Beginning in fiscal year 2008, FHA’s Salaries & Expenses (S&E) are directly appropriated to the relevant administrative accounts
of the Department. This amount includes a $25.6 million non-expenditure transfer to Working Capital Fund. The residual
appropriation in this account is for FHA contract expenses, including amounts for education and outreach.

b/ Amounts exclude upward re-estimates.

c/ For fiscal year 2009, the enacted request includes a $58.5 million non-expenditure transfer to Working Capital Fund, and reflects
an additional appropriation of $30 million for administrative contract expenses pursuant to the second proviso in the paragraph
under the heading "Mutual Mortgage Insurance Program Account" in P.L. 111-8. As of February 28, 2009, guaranteed loan commitments
for the MMI Fund totaled $130 billion, thereby exceeding the $65.5 billion threshold for additional funding by $64.5 billion. The
additional appropriation is calculated at $1,400 for every million dollars of commitments, that prior to April 1, 2009, exceed the
threshold, up to a maximum additional of $30,000,000. As the limitation has now been reached, the full amount made available
under the proviso is reflected herein.

d/ Includes request of an estimated $798 million as a current indefinite appropriate of credit subsidy for FHA’s Home Equity
Conversion Mortgage Program and a $70.8 million non-expenditure transfer to Working Capital Fund.

Summary Statement

The Federal Housing Administration (FHA) is, and has been, a critical player in improving homeownership, especially for minority and
low-income populations, and for first-time homebuyers. A variety of FHA programs allows many homebuyers to find a program to suit
their needs; the Mutual Mortgage Insurance Fund’s 203 (b) is the largest FHA program, providing insurance for loans to between

400,000 to 1 million homebuyers a year for the past several years. An important target group for increasing homeownership is first-
time homebuyers. FHA has long been a valuable resource for enabling the purchase of a first home, especially among minority and low-
income families. FHA loans are highly attractive to lower-income and minority groups, and thus also assist in stabilizing
economically marginal communities. FHA insurance tends to mitigate the effect of economic downturns on the real estate sector, as FHA
does not withdraw from local markets or during periods of recession. FHA through program reforms, including increasing loan limits,
has become a key support for the national mortgage market and is mitigating the foreclosure crisis and the overall economic downturn.
The expanded market share of FHA loans including refinancing is further discussed on pages D-8 through D-10.

Beginning in fiscal year 2009, FHA consolidated a majority of its single family mortgage programs into the MMI Fund, including those
for condominiums, purchase and rehabilitation loans, and home equity conversion mortgages (HECM). Prior to fiscal year 2009, these
products were endorsed for insurance under the FHA’s General and Special Risk Insurance (GI/SRI) Fund. As a result of the
consolidation of the single family programs, the MMI Fund has two credit risk categories: the MMI Purchase and Refinance risk
category and the MMI HECM risk category. The Title 1 Property Improvement and Manufactured Housing programs will remain in the GI/SRI
Fund. This shift applies to new mortgages insured. Existing insurance will continue to be administered in the Fund under which the
loans were endorsed.



Mortgage and Loan Insurance Programs - MMI/CMHI Account

FHA’s HECM program allows senior homeowners age 62 and older access to FHA-insured reverse mortgages to convert the equity in their
homes into monthly streams of income and/or a line of credit to be repaid when they no longer occupy the homes. Homeowners are
required to receive consumer education and counseling by a HUD-approved counselor so they can be sure this program meets their needs.
The amount a homeowner is eligible for is based on the borrower’s age, the current interest rate, and the lesser of the appraised
value or the FHA mortgage limit for HECM. Unlike forward mortgage borrowers, the HECM borrowers have no income or credit
qualifications to meet and make no payments as long as the property securing the HECM loan is their main residence.

In fiscal year 2009, legislation was enacted disallowing Seller-Financed Down Payment Assistance as a source of down payment
assistance for homebuyers. Seller-Financed Down Payment Assistance is the means by which the borrower receives down payment
assistance as a gift that contributes towards FHA’s 3 percent down payment requirement. Such payment consists, in whole or in part,
of funds provided by any of the following parties before, during, or after closing of the property sale: The seller, or any other
person or entity that financially benefits from the transaction; or any third party or entity that is reimbursed directly or
indirectly by the seller, or any other person or entity that financially benefits from the transaction.

Appropriation. The Mutual Mortgage Insurance (MMI) Fund of the Federal Housing Administration (FHA) requests an appropriation of
$986.9 million for administrative contract expenses and credit subsidy for fiscal year 2010. The 2010 Budget request includes an
appropriation of $188.9 million for administrative contract expenses; of this amount, up to $70.8 million will be transferred to the
Working Capital Fund for FHA systems costs. The 2010 Budget request also includes an estimated $798 million current appropriation of
credit subsidy for the HECM program plus an indefinite appropriation in the event HECM demand exceeds that projected.

The HECM reverse mortgage guarantee program credit subsidy rate is especially sensitive to the assumptions for future house price
appreciation due to the loans’ extended average tenure along with the rising outstanding balances that accrue during the life of the
loans. The HECM subsidy rate reflects a major change from prior years because the economic estimates for the fiscal year 2010 Budget
assume significantly lower house price growth in future years. In addition, FHA made numerous improvements in the HECM credit subsidy
cash flow model during the past year that provide greater sensitivity to program and economic variables. While the HECM program in
the current year was estimated to bear a subsidy rate of -1.37 percent, yielding offsetting budgetary receipts; the rate for fiscal
year 2010 switches to +2.66 percent, largely due to changes in economic assumptions, and therefore will require a new discretionary
appropriation of $798 million to permit the guarantee of the estimated $30 billion in loan volume.

Loan Guarantee Limitation. The fiscal year 2010 Budget requests $400 billion in loan guarantee limitation. This limitation includes
sufficient authority for any new initiatives as well as standby commitment authority for unanticipated increases in business.

The Administration estimates an endorsement volume of $300 billion for the Purchase and Refinance risk category and $30 billion for
the HECM risk category for an estimated total volume of $330 billion. The $300 billion volume projected for the MMI Purchase and
Refinance risk category is expected to generate $1.7 billion in negative subsidy receipts on insurance written in fiscal year 2010 at
a subsidy rate of -0.57 percent. The HECM program is estimated to bear a positive subsidy rate of 2.66 percent in fiscal year 2010.

Direct Loan Limitation. A direct loan limitation of $50 million is also requested to facilitate the purchase and rehabilitation, if
necessary, by non-profits and governmental agencies to make HUD-acquired single family properties available for resale to low- and
moderate-income families.

Initiatives

In fiscal year 2010, the following program changes are proposed:
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FHA Anti-Fraud Efforts. The Combating Abusive and Fraudulent Mortgage Practices Initiative draws on agencywide programs, resources and
accounts. Given the history of abusive lending practices, the continuing housing crisis, and the potential for increased mortgage
fraud and abuse, the Administration's Budget Request includes key resources that will be brought to bear in combating mortgage abuse
and fraud as part of a federal and state inter-agency strategy.

The Initiative contains a key component for increased anti-fraud protections for the FHA Single Family Mortgage Insurance program.
During the current housing crisis, FHA market share has increased from under 2 percent in 2006 to 22 percent in the 4th quarter of
2008. This significant expansion in the volume of FHA-insured loans reinforces the importance of taking appropriate steps to minimize
any abuses within this program. The number of new participating lenders and the FHA share of single family market sales have both
increased rapidly, pointing to the need for increased FHA fraud detection mechanisms to protect both consumers and the FHA Insurance
Fund. At the same time, the FHA Single Family mortgage loan limit has also greatly increased, potentially adding risk to the MMI
Fund.

Through this Initiative, FHA will deploy fraud detection tools in its single family origination operations to better detect and deter
fraudulent behavior by mortgagees, borrowers, appraisers, real estate agents and others with a vested interest in defrauding the
government. This systematic approach will greatly increase the ability of FHA to detect and prevent fraud, compared with current
compliance review procedures.

Strengthening FHA Business Practices

FHA’s role has expanded over the last year as the mortgage crisis deepened in the United States. FHA is now approximately 30 percent
of the market and is the primary source of mortgage insurance given the withdrawal of conventional sources. The Congress, through the
fiscal year 2009 Omnibus Appropriations Act, provided FHA with $4 million to develop a strategic plan for Information Technology. FHA
is now engaged with a private vendor to create the modernization framework that will enable the Department to address the gaps in the
business processes and systems. The FHA plans to submit this plan to the Congress by the July 15, 2009 deadline set forth in Report
Language that accompanied the Omnibus.

FHA’s plan will put an emphasis on addressing gaps and the resulting benefits to be achieved through enhanced performance and
accountability.

Addressing gaps:

improved fraud detection

improved underwriting

improved risk management

improved adaptability to changing economic conditions
improved data management

improvement in the efficiency of the operations

Resulting benefits:

1) Modernization of antiquated technology that’s easily adaptable to change

2) Cost savings related to the retirement of old systems and improved processes
3) Enhanced ability to detect and refer fraud to the OIG

4) Improved service delivery to our customers and the industry

5) Improved data quality that allows for informed decision making

The increase in hiring for 2009, resulting from a targeted appropriation for FHA Single Family, to address personnel shortages, will
help carry the Office of Single Family into fiscal year 2010 with a sufficient baseline staffing to meet all basic needs.
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However, to ensure that the still-limited resources are used most efficiently and effectively, the agency is engaged in an exercise,
which began in fiscal year 2009, to streamline and improve the business processes and upgrade the systems that support FHA Single
Family operations. The development process of fiscal year 2009 will culminate in a comprehensive plan, which is on track to be
completed in the fourth quarter of fiscal year 2009. This plan will be executed in fiscal year 2010.

The plan will include an overhaul of the origination and insuring processes and systems, to improve overall risk management as well as
communications and transmission of loan data from lending partners. FHA’s IT systems will, for the first time, include:

1) FHA Automated Underwriting System (AUS);
2) Electronic risk management tools commonly used in the mortgage industry; and
3) Full capacity to receive and store electronic files, including e-mortgages and e-notes with electronic signatures.

The FHA Connection tool used currently, the portal through which FHA-approved originators interact with and transmit all key loan
level data to FHA, will be enhanced to offer the new array of tools, all designed to introduce new automated risk controls into the
origination and insuring process.

FHA AUS: The FHA AUS will provide FHA the opportunity to manage compliance of all incoming loan files with FHA standards. This type
of tool will permit FHA to build all program rules and requirements into a web-based system that will notify lenders immediately and
automatically when loans fail to meet FHA standards and will reject those loan transactions until the areas of concern are addressed.
The tool not only will enable FHA to better enforce all programmatic requirements, but also and perhaps more importantly, will enable
FHA to quickly and seamlessly implement program changes. An AUS will guarantee uniformity in program execution, preventing multiple
policy interpretations by various lenders and FHA staff. These types of automated risk controls will reduce reliance on staff to
manually validate all information in the loan files, freeing up staff for other types of quality control reviews.

Risk Management Tools: The FHA AUS will be combined with state-of-the-art risk management tools that will enable the agency to target
files for additional review if loan data indicates that key variables are questionable, demonstrating potential fraud or
misrepresentation. Today, FHA is engaged in an intensive assessment of the dominant risk management tools used across the mortgage
industry and the agency plans to pilot the tool selected in the fourth quarter of fiscal year 2009. The pilot testing phase will be
carried out in the Santa Ana HOC jurisdiction. The pilot will help the agency fine-tune the features of the tool to meet FHA’s needs
and will help FHA assess how the staffing resources are best aligned with the new business processes to get maximum benefit from the
use of automated tools. The improved technology will enable FHA to devote more resources to more aggressive monitoring of files and
lenders.

E-Mortgage/E-Notes: Finally, in fiscal year 2009 FHA is developing the strategy for accepting all loan files electronically in imaged
format as well as in full electronic format, including e-mortgages and e-Notes. The transmission and acceptance of all files
electronically requires an improved interface with FHA-approved lenders and/or vendors operating on behalf of FHA-approved lenders as
well as the establishment of some specialized data extraction tools. Today, FHA allows the electronic submission of files from a
select group of lenders who are engaged in FHA’s Lender Insurance program. The goal of the new effort is to expand and improve upon
the processes already in place, to enable all FHA-approved lenders to submit all loan files in this manner. The goal of the exercise
is to improve FHA’s overall risk controls, by collecting all files (rather than some collected for quality control reviews) and to use
automated systems to extract some amount of data and run it against the FHA rules-based tools prior to endorsement, to ensure
compliance with FHA’s requirements.




Mortgage and Loan Insurance Programs - MMI/CMHI Account

Correlation between Staffing Needs and Systems Upgrades: Given that staffing resources will always be limited, the improvements in

the technology used and the streamlining of the business processes of the FHA Single Family operations will
available are devoted to those activities that truly require manual intervention, human interaction, and/or
the object of the FHA monitoring work is loan files, loan-level or portfolio data, or lenders. Reliance on
both compliance checks, improved reporting to management, and targeting of files and lenders for additional
staff and improve the overall efficiency of the organization.

ensure that the staff
personal review--whether
the automated tools for
human review will free up
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PROGRAM HIGHLIGHTS

The following table displays the estimated commitment authority allocation and subsidy by risk category for fiscal year 2010:

Mutual Mortgage Insurance Fund
Estimated Commitments and Subsidy - by Risk Category
Fiscal Year 2010
(Whole Dollars)

Estimated Subsidy Negative Positive
ESTIMATED COMMITMENTS BY RISK CATEGORY Commitments Rate Subsidy Subsidy
FY 2010
MMI Purchase and Refinance.................... $300,000,000,000 -0.57% $(1,710,000,000) -
MMI
HECM . & ittt i et ettt et e 30,000,000,000 2.66% - $798,000,000
= = 330,000,000,000 (1,710,000,000) 798,000,000
Commitment Limitation...........cceeeuuunnenn.. 400,000,000,000
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MMI Purchase and Refinance. As a response to the current housing market conditions, FHA has played a major role in the refinance of
conventional mortgages into FHA mortgages, especially through its 203 (b) program. In fiscal year 2008, over 349,000 families with
conventional mortgages refinanced their single family homes with FHA through the MMI fund’s 203 (b) program. This is a significant
increase of 234 percent over the fiscal year 2007 conventional-to-FHA mortgage refinances of just over 104,000 families. During
fiscal year 2009, the number of families refinancing their conventional mortgages into a FHA mortgage 1is expected to increase by

35 percent, serving over 470,000 families.

MMI Fund - 203(b) Program: Conventional-to-FHA
Refinanced Cases
FY 2005 - FY 2009
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Since July 2008, the monthly endorsement volume for the MMI fund’s 203 (b) program has exceeded $20 billion and remains above

$20 billion during fiscal year 2009. For fiscal year 2010, the estimated monthly volume for the 203 (b) program is $25 billion. With
an average monthly endorsement volume of only $4.7 billion for fiscal year 2007, FHA’s role in single-family mortgages was barely
visible. Now with the current housing mortgage crisis, FHA is playing a more significant role in homeownership and home refinancing
with a nearly 400 percent increase in monthly endorsement volume in fiscal year 2009. The chart below displays the endorsement volume
for fiscal years 2007 - 2009 for the 203 (b) program:

$30,000 MMI Fund - 203(b) Program
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HECM. For fiscal year 2010, it is estimated that over 121,000 loans will be endorsed under FHA’s home equity conversion mortgage
(HECM) program. From the beginning of the HECM program in fiscal year 1990 through March 31, 2009, over 500,000 loans have been
endorsed under the program. Over 50 percent of the loans were endorsed in the last two fiscal years and the first half of fiscal year
2009. On average, 448 cases are endorsed per business day for fiscal year 2009; the average number of cases endorsed per business day
in fiscal years 2008 and 2007 was 445 and 430 cases, respectively.
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HOUSING
FHA - MUTUAL MORTGAGE INSURANCE FUND
Summary of Resources by Program
(Dollars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Total 2008 Authority/ Carryover 2009 Total 2010

Budget Activity Authority Into 2008 Resources Obligations Request Into 2009 Resources Request
Administrative Expense
Administrative Contract

EXpense .............. $77,400 . $77,400 $51,850 $146,000 ... $146,000 $188,900
Positive Subsidy

Appropriation ........ e . . . . . e 798,000

Total ...vvivvnnnn. 77,400 A 77,400 51,850 146,000 A 146,000 986,900

NOTE: Amount excludes upward re-estimates. Beginning in fiscal year 2008, FHA’s S&E expenses are directly appropriated to the

relevant administrative accounts of the Department; the Working Capital Fund amount remains a non-expenditure transfer.
residual appropriation in this account is for FHA contract expenses, including amounts for education and outreach. Also,

fiscal year 2009, the enacted request reflects an additional appropriation of $30 million for administrative contract expenses
pursuant to the second proviso in the paragraph under the heading "Mutual Mortgage Insurance Program Account" in P.L. 111-8.
As of February 28, 2009, guaranteed loan commitments for the MMI Fund totaled $130 billion, thereby exceeding the $65.5 billion

threshold for additional funding by $64.5 billion. The additional appropriation is calculated at $1,400 for every million

dollars of commitments, that prior to April 1, 2009, exceed the threshold, up to a maximum additional of $30,000,000. As the

limitation was reached, the full amount made available under the proviso is reflected herein.

2008 2009 2010

FTE Actual Estimate Estimate
Headquarters ........ 321 333 332
Field ........oovin 575 630 631
Total .....ovvenn.. 896 963 963
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HOUSING
MUTUAL MORTGAGE INSURANCE FUND
Detailed Summary of Resources by Program
(Dollars in Thousands)

2008 Budget 2008 2009
or Financing 2008 Total 2008 2009 2009 Total 2010
Budget Activity Authority Rescission Resources Obligations Enacted Rescission Resources Request
Administrative Contracts Expenses a/... 77,400 0 77,400 48,167 146,000 0 146,000 188,900
Working Capital Fund Transfer b/....... -25,550 0 -25,550 0 -58,493 0 -58,493 -70,794
Positive Subsidy Appropriation......... 0 0 0 0 0 0 0 798,000
T o= 51,850 0 51,850 48,167 87,507 0 87,507 916,106

a/

b/

Beginning with fiscal year 2010, all administrative contract expenses for FHA will be appropriated under the MMI Fund.

The fiscal

years 2008 and 2009 requests include costs for education and outreach of FHA single family loan products as well as costs related
to the implementation of the FHA reforms and the increase in Housing’s base contract costs. The comparable total of FHA
administrative contract expense appropriations provided in fiscal years 2008 and 2009 were $169,911,000 and $194,871,000,

respectively.

Beginning with fiscal year 2009, all funds for FHA systems development are appropriated under the MMI Fund.
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BUDGET HIGHLIGHTS

Budget Activity

Insurance Commitment Limitation:

Loan Guarantees. .. ...ttt

Insurance Commitments ($$):
MMI 203 (D) v v ittt et et et e ettt et ettt
MMI Purchase and Refinance....................
MMI HECM. i it ittt ittt ittt et e tnneeneenneens
Sub-—total. ..ttt i i i e e

Standby authority. ..o n ittt ii i

Direct Loan Limitation............ociiiiioin...

Actual
2008

$185, 000,000

171,874,570
NA
NA
171,874,570

13,125,430

50,000

Estimate
2009

Estimate
2010

(Dollars in Thousands)

$315,000,000

285,000,000
30,000,000
315,000,000

50,000

a/ Prior to fiscal year 2009, HECM mortgages were included in FHA's GI/SRI Fund.

NA = Not Applicable

Discretionary:
Budget Authority........iiiiiiiiiiii i

Program account - Administrative Contracts....
Program account - Guaranteed Loan Subsidy.....

Capital Reserve account (negative subsidy)....

Net Outlays
Program account.........iii ittt ennn

Capital Reserve account (negative subsidy)....

51,850

435,226

39,894
(435,226)

87,507

525,000

138,631
(525,000)

$400, 000,000

300,000,000
30,000,000
330,000,000

70,000,000

50,000

118,077
798,000
1,710,000

912,326
(1,710,000)

Increase +
Decrease -

2010 vs. 2009

$85,000,000

15,000,000

15,000,000

70,000,000

30,570
798,000
1,185,000

773,695
(1,185,000)
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Mandatory:
Net Outlays

Program account (upward re-estimates)..........

Capital Reserve account (downward re-estimate)

Capital Reserve account (interest on Fed.
Securities) cve it e

Liquidating account (net outlays)............

Off Budget:

Financing account (net disbursements)........

Program Activity:

Commitments (dollars)

MMI Purchase and Refinance..................
MMI HECM @/ e e et tie et e et ettt eeeeeenn
Commitments (cases)

MMI Purchase and Refinance..................

MMI HECM @/ it tit it iie it i i iinieneennenns
Credit Subsidy

MMI Purchase and Refinance b/.............

MMI HECM @/ et tit it iit it it einiene e

Insurance-In-Force........oiiii e
Negative Subsidy......ciiiiiiiiiiiiniiinnnn.
Positive Subsidy...... ..ottt
Default Claim Payments.........couveiieenennn.

RECOVEIIES .. vttt ittt ittt et i e

a/ Prior to fiscal year 2009, HECM loans were insured under FHA’s General and Special Risk Insurance Fund.
b/ The credit subsidy rate shown for fiscal year 2008 is a weighted average subsidy rate.
subsidy rates were executed for the MMI fund due to administrative changes that occurred,

Actual
2008

$4,554,952

(4,781)

(848,569)
35,957

(4,821, 924)

171,874,570
NA

1,031,921
NA

-0.25%
NA

447,774,509
435,226

NA
6,320,333
2,967,168

Estimate
2009

Estimate
2010

(Dollars in Thousands)

$10,383,542

(107,881)

(734,640)
10,660

(11,982, 546)

285,000,000
30,000,000

1,622,000
121,000

-0.045%
-1.37%

633,554,839
525,000
13,625,001
8,780,552

($590,690)
8,982

(1,247,588)

300,000,000
30,000,000

1,680,000
121,000

-0.57%
2.66%

848,152,784
1,710,000
798,000
17,393,918
10,356,533

During fiscal year 2008,
effective July 2008.

Increase +
Decrease -

2010 vs. 2009

($410,383,542)

107,881

143,949
(1,678)

10,734,958

15,000,000

58,000

-0.53%
4.03%

214,597,945
1,185,000
798,000
3,768,917
1,575,981

two credit
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HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Administrative Contract Expense Amount
ACTORST:N o) o% e} ool It=8 wl o ) o U $77,400
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt et ettt 146,000
2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens 188,900
Program Improvements/OffSets ittt ittt ittt ittt ittt et ettt +42,900

Proposed Actions

The 2010 budget consolidates all Administrative Contract Expenses and FHA Working Capital Fund support in the MMI program account
appropriation. The comparable total of FHA administrative contract expense appropriations provided in fiscal years 2008 and 2009 were
$169,911,000 and $194,871,000, respectively.

Under this appropriation FHA will transfer up to $70.8 million to the Working Capital Fund for the development of both MMI and GI/SRI
systems.

2008 Appropriation. Amount includes a $25.6 million transfer to the Departmental Working Capital Fund account, pursuant to the fiscal
year 2008 Consolidated Appropriations Act, P.L. 110-161.

2009 Appropriation. Amount includes a $58.5 million transfer to the Departmental Working Capital Fund account, pursuant to the fiscal
year 2008 Consolidated Appropriations Act, P.L. 111-8.

2010 Request. Amount includes a request to transfer $70.8 million to the Departmental Working Capital Fund account.
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HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Loan Guarantee Limitation Amount

2008 REQUES L .ttt ittt ittt ittt ettt ettt ettt et e e eeeeeeeeeeeeenenenenenens $185,000,000
2009 REQUES L v ittt ittt ettt ittt ettt ettt e e e e eeeeeeeeeeeeenenenenenens $315,000,000
2010 REGUES T ettt ittt ittt it et ettt e e e e e et ettt $400,000,000
Program Improvements/Off St . vttt ittt ettt ettt teeenanens $85,000,000

Proposed Actions

Loan Guarantee Limitation. The fiscal year 2010 budget requests a loan guarantee limitation of $400 billion. This limitation
includes sufficient authority for unanticipated increases in business.

PROGRAM DESCRIPTION

MMI Fund. The MMI Fund consists of FHA’s primary single family home mortgage program (Section 203(b)), as well as loans for
condominiums, purchase and rehabilitation loans, and home equity conversion mortgages (HECM). Prior to fiscal year 2009, these
products were endorsed for insurance under the FHA’s General and Special Risk Insurance (GI/SRI) Fund. As a result of the
consolidation of the single family programs, beginning in fiscal year 2009, the MMI Fund has two credit risk categories: the MMI
Purchase and Refinance risk category and the MMI HECM risk category.

The Section 203 (b) program, enacted in the National Housing Act of 1934, provides mortgage insurance for one- to four-family
residences. This program has contributed to expanding the opportunities for homeownership in the United States and will continue to
meet the needs of first-time homebuyers, working families, and minority families. Under the 203 (b) program, any person able to meet
the cash investment, mortgage payments and credit requirements may obtain a loan insured by FHA from a private lending institution to
purchase a home.

The HECM program (Section 255) allows senior homeowners age 62 and older access to FHA-insured reverse mortgages to convert the equity
in their homes into monthly streams of income and/or a line of credit to be repaid when they no longer occupy the homes. Unlike
forward mortgage borrowers, the HECM borrowers have no income or credit qualifications to meet and make no payments as long as the
property securing the HECM loan is their main residence.
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Program Activity

MMI Fund

Mortgage Insurance Written and Insurance-in-Force

FY 2008 actual FY 2009 est. FY 2010 est.

(Dollars in Thousands)

Mortgage Insurance Written (dollars):
MMI Purchase and Refinance............. $171,874,570 $285,000,000 $300,000,000
MMI HECM (Maximum Claim Amount) a/..... NA 30,000,000 30,000,000

Mortgage Insurance Written (number of

loans) :
MMI Purchase and Refinance............. 1,031,921 1,622,000 1,680,000
MMI HECM @/ ¢ et et eeeeeeeeeeeeeeeenennnn NA 121,000 121,000

Outstanding balance of insurance in
force, end of year:

MMI Purchase and Refinance............. 447,774,509 619,764,362 820,837,127
MMI HECM @/ i ittt it ittt eeeeieenenens NA 13,790,477 27,315,657

a/ Prior to fiscal year 2009, HECM loans were insured under FHA’s General and Special Risk Insurance Fund.
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HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Direct Loan Limitation Amount
2008 REGUES T 4 vttt ittt ettt et ettt ettt ettt e eeeeeeeeeeeeeeeeeeaneennens $50,000
2000 REQUESE . vttt ittt ettt ittt et ettt e ettt ettt e e e 50,000
2010 REQUESE ¢ vttt ettt ettt ettt et ettt et ettt e e e et e 50,000

Program Improvements/Off St . vttt ettt ettt teeeenanens

Proposed Actions

Direct Loan Limitation. The fiscal year 2010 Budget requests $50 million in direct loan limitation. This limitation shall be used
for direct loans to non-profit and governmental entities in connection with sales of single family real properties owned by the
Secretary and formerly insured under the MMI Fund.
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HOUSING
FHA--MUTUAL MORTGAGE & COOPERATIVE MGMT. HOUSING INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Positive Subsidy Appropriation Amount

2008 ApPProPriation ittt e e e e e e ettt e e
2009 Appropriation/ReqUest ...ttt ittt ettt ettt et e
2010 REGUESE 4ttt ittt ittt ettt et ettt ettt ettt e e e eeeeeeeeteeeneenan $798,000
Program Improvements/OffSetsS ..ttt ittt ettt ettt ittt +798,000

Proposed Actions

For endorsements under FHA’s Home Equity Conversion Mortgage program, the 2010 request includes an estimated $798 million as a current
indefinite appropriation of credit subsidy.
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HOUSING

MUTUAL MORTGAGE INSURANCE FUND
Performance Measurement Table

Program Name:

MUTUTAL MORTGAGE INSURANCE/COOPERATIVE HOUSING MORTGAGE INSURANCE FUND

Program Mission:

Expand national homeownership opportunities.

Performance Indicators

Data Sources

Performance Report

Performance Plan

2008 Plan 2008 Actual 2009 Plan 2010 Plan
Improve National homeownership opportunities. PD&R - Current Tracking 67.9% Tracking Tracking
Population Survey |indicator indicator indicator
data
The share of all homebuyers who are first time PD&R - American Tracking 38.1% Tracking Tracking
homebuyers. Housing Survey Indicator indicator indicator
The number of FHA single family mortgage FHA’s Single Tracking 1,200,000 Tracking Tracking
insurance endorsements nationwide. Family Housing indicator indicator indicator
Enterprise Data
Warehouse
The share of first time homebuyers among FHA home |FHA’s Single 73% 77.9% 73% 73%
purchase endorsements is 73 percent. Family Housing
Enterprise Data
Warehouse
The share of FHA-insurable real estate owned FHA’s Single 45% 50.1 % 90% 90%
(REO) properties that are sold to owner-occupants [Family Acquired
is 90 percent. Asset Management
System
The minority homeownership rate. PD&R - Current Tracking 51% Tracking Tracking
Population Survey |Indicator Indicator Indicator
data
The share of first-time minority homebuyers among |FHA’s Single 33% 31.2% 33% 33%
FHA home purchase endorsements is 33 percent. Family Housing
Enterprise Data
Warehouse
The mortgage denial rates of minority FHEO — Home Tracking Tracking Tracking Tracking
applicants. Mortgage indicator indicator indicator indicator

Disclosure Act
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Performance Indicators

Data Sources

Performance Report

Performance Plan

2008 Plan 2008 Actual 2009 Plan 2010 Plan
Loss mitigation claims are 55 percent of total FHA’s Single 55% 64.5% 55% 55%
claims on FHA insured single family mortgages. Family Housing
Enterprise Data
Warehouse, Loss
Mitigation Table
At least 35 percent of single family mortgages FHA' s 35% 39.2% At least 35% |At least 35%
endorsed for insurance by FHA are in underserved Consolidated
communities. Single Family
Statistical
System
FHA increases the percentage of at risk loans FHA’s Approval 85% 97.3% 85% 85%
that substantively comply with FHA program Re-certification/
requirements. Review Tracking
System (ARRTS) .
The Accelerated Claim and Asset Disposition FHA’s Single 53.40% (net 66.31% Net recovery [Net recovery
demonstration program (Section 601) will exceed Family Insurance recovery rate received [rate received
the rate of net recovery received through the System—Claims rate through the through the
conveyance program on the sale of single family Subsystem and received conveyance conveyance
assets. FHA’s Single through the program on program on
Family Acquired conveyance the sale of the sale of
Asset Management program on single family |single family
System the sale of assets in FY |assets in FY
single 2008 2009
family
assets in FY
2006)
The FHA Mutual Mortgage Insurance fund meets Annual 2% 3.0% 2% 2%
congressionally mandated capital reserve targets. [independent

actuarial review
of the Mutual
Mortgage
Insurance Fund

Explanation of Indicators

Improve National homeownership opportunities.
current dominant impact of the macroeconomy.
“American dream” of homeownership.

homeownership rate has reached record levels in recent years,
homeownership is not practical or desirable for all households.

This is a tracking indicator for which no numeric target is established because of the
The overall homeownership rate indicates the share of households that have achieved the
Homeownership is widely believed to encourage commitment to communities and good citizenship.
but is resistant to increases above an undetermined level because
HUD programs helped families take advantage of strong economic
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conditions to increase homeownership in recent years, contributing to a 68.2 percent homeownership rate in 2007. HUD is promoting
overall homeownership by striving to increase homeownership among subgroups that face greater barriers, including minority and low-
income families, as well as families in central cities. Each 0.1 percentage point increase in the national homeownership rate
translates to about 100,000 new homeowners (if total households remain constant). Such results are well within the scope of HUD
program impacts reported under indicators H.1.3, H.1.4 and A.1.2, among others. Nevertheless, demographic and economic factors may
limit the rate of progress in the near term.

The share of all homebuyers who are first-time homebuyers. This is a tracking indicator for which no numeric target is established
because of the current dominant impact of the macroeconomy. Increases in overall ownership rates generally result when better
opportunities become available for first-time homebuying by low- and moderate-income households. The most recent available data show
that during calendar year 2005, 38.1 percent of homebuyers were purchasing their first home. A number of economic factors not
controlled by HUD affect this outcome, especially changes in mortgage interest rates.

The number of FHA single family mortgage insurance endorsements nationwide. This is a tracking indicator. FHA insures mortgages
issued by private lenders, increasing access to mortgage capital so homeownership opportunities increase. This indicator tracks FHA’s
contribution to the homeownership rate through the annual volume of FHA-insured loans. While the number of FHA mortgage endorsements
is a key measure of HUD’s contribution to homeownership, the actual rate achieved during fiscal year 2010 will be dramatically
affected by market forces outside of HUD’s control, especially interest rates. Balancing the importance of reporting this key measure
of HUD activity with an appreciation of the huge effect the market plays in the final result, the Department has decided to track this
measure, but not establish a numeric goal for fiscal year 2010.

The share of first-time homebuyers among FHA home purchase endorsements is 73 percent. FHA is a major source of mortgage financing
for first-time buyers as well as for minority and lower-income buyers. HUD will help increase the overall homeownership rate, as well
as reduce the homeownership gap between whites and minorities, by increasing FHA endorsements for first-time homebuyers. This
indicator tracks the share of first-time homebuyers among FHA endorsements for home purchases—thus excluding loans made for home
improvements. The fiscal year 2010 goal is to ensure that 73 percent of home purchase mortgages endorsed for insurance by FHA are to
first-time homebuyers.

The share of FHA-insurable real estate owned (REO) properties that are sold to owner-occupants is 90 percent. This indicator tracks
one measure of the Department’s success in expanding homeownership opportunities and helping stabilize neighborhoods. HUD intends to
increase sales of its FHA-insurable REO homes directly to families who will occupy them rather than to investors. The fiscal year
2010 goal is to ensure that the share of FHA-insurable REO properties that are sold to owner-occupants is 90 percent.

The minority homeownership rate. This is a tracking indicator for which no numeric target is established because of the current
dominant impact of the macroeconomy. Many of HUD’s programs improve homeownership by targeting underserved populations including
minorities. Strategies to increase minority homeownership include increased outreach and continued enforcement of equal opportunity
in housing. The Department also is requesting increased funding for the Housing Counseling program. New counseling resources will
help more members of minority and other underserved groups to build the knowledge to become homeowners and to sustain their new tenure
by meeting the on-going responsibilities of homeownership.

The share of first-time minority homebuyers among FHA home purchase endorsements is 33 percent. FHA is a major source of mortgage
financing for minority as well as lower-income buyers. Increasing the number of FHA endorsements for first-time minority homebuyers
will help reduce the homeownership gap between whites and minorities as well as increase the overall homeownership rate. The fiscal
year 2010 goal is to ensure that first-time minority homebuyers represent 33 percent of home purchase mortgages endorsed for insurance
by FHA.
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The mortgage disapproval rates of minority applicants. This is a tracking indicator for minority mortgage disapproval rates, an
important early indicator of trends in minority homeownership. Equal access to home loans is critical for decreasing disparities in
homeownership rates. However, lender decisions about which applications to accept or deny are primarily beyond HUD’s control.

Loss mitigation claims are 55 percent of total claims on FHA insured single family mortgages. This indicator measures the success of
FHA loan servicers in implementing statutorily required loss-mitigation techniques when borrowers default on their FHA mortgages. A
borrower can resolve a default (90-day delinquency) in several ways short of foreclosure: for example, by paying down the delinquency
(cure), by a pre-foreclosure sale with FHA perhaps paying an insurance claim in the amount of the shortfall, or by surrendering a deed
in lieu of foreclosure. Better loss-mitigation efforts, such as enhanced borrower counseling, help borrowers keep their current homes
or permit them to buy another home sooner. Avoidance of foreclosure also reduces FHA’s insurance losses, making FHA more financially
sound and enabling it to help more borrowers. For both reasons, by achieving this goal HUD will help increase the overall
homeownership rate.

The fiscal year 2010 goal is to ensure that 55 percent of the total number of claims are resolved through loss mitigation. Loss
mitigation actions do not permanently stabilize many borrowers’ financial status. However, about 60 percent of borrowers who receive
the benefits of loss mitigation remain current on their mortgage for at least a 12-month period. This reduction in foreclosure claim
expenses is a key component of Departmental budget estimates for fiscal year 2010. HUD’s programmatic objective is to sustain the
high level of participation in loss mitigation even as the Office of Housing tightens programmatic requirements designed to increase
the ultimate success rate of loss mitigation in helping borrowers avoid foreclosure.

At least 35 percent of single family mortgages endorsed for insurance by FHA are in underserved communities. FHA’s role in the
mortgage market is to extend homeownership to families that otherwise might not achieve homeownership. There is substantial evidence
that lower income and minority neighborhoods are less well served by the conventional mortgage market than are more affluent and non-
minority neighborhoods. FHA lending in disadvantaged neighborhoods increases the homeownership rate. While it is extremely important
that FHA loans be available in underserved communities for those who otherwise might not become homeowners, it is also important that
FHA be a complement to, and not a substitute for, conventional lending. A healthy housing market requires the availability of
conventional mortgages as well. A goal for increasing FHA lending in such neighborhoods should not involve an increased FHA share of
the total mortgage market in these communities, but should be accompanied by increased conventional lending as well. The fiscal year
2010 goal is to ensure that at least 35 percent of all single family mortgages endorsed for insurance by FHA are in underserved areas.
The achievement of this goal is influenced by national economic conditions.

FHA increases the percentage of at risk loans that substantively comply with FHA program requirements. This indicator monitors
efforts to reduce fraud and compliance problems in FHA relative to the number of “at risk” single family loans reviewed that do not
contain substantive findings. A substantive finding is defined as a failure to adhere to FHA program requirements (pertaining to the
origination and/or servicing of mortgage loans) such that it materially affects the insurability of the loan. Lenders are reviewed on
the basis of a target methodology that focuses on high early default and claim rates in addition to other risk factors that represent
“at risk” loans. Samples of defaulted loans (90 days or more delinquent) that are originated by the targeted lenders are then
evaluated for findings. Quality Assurance Division (QAD) reviews of FHA-approved lenders provide the means of data collection for
this performance measure. For this indicator, the denominator is the number of loans reviewed and the numerator is the number of
loans without material findings. Since this is a new indicator, HUD set the initial target on the basis of the 3-year average for
fiscal years 2002 through 2004, which is 85 percent. This indicator replaces the previous performance measure that tracked the number
of insured single family mortgage loans originated by FHA-approved lenders that, after review, were determined to have findings.
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The Accelerated Claim and Asset Disposition demonstration program (Section 601) will exceed the rate of net recovery received through
the conveyance program on the sale of Single Family assets. Section 601 of the fiscal year 1999 HUD Appropriations Act amended
Section 204 of the National Housing Act (12 U.S.C. 1710) to provide HUD with greater flexibility for modifying the single family claim
and asset disposition process. HUD is conducting a demonstration program to reform the single family claims and asset disposition
process, maximize recoveries on claims paid, and support the Department’s goal of homeownership retention. FHA has the opportunity to
execute various asset disposition strategies as a part of the Accelerated Claim and Asset Disposition (ACD) demonstration, including
special servicing, securitizations, whole loan sales, and a combination whole loan/pipeline sales. Currently, FHA is utilizing
structured financing and retaining an equity interest in the limited liability company formed to acquire, service, and dispose of
portfolios of single family notes. The overall goal of the Accelerated Claim and Asset Disposition demonstration program is to ensure
that FHA’s public policy issues are addressed while expediting the disposition of defaulted FHA single family assets and maximizing
the return to the FHA Insurance Funds. The first demonstration initiative was a sealed bid auction held in October 2002. Claims were
paid beginning October 31, 2002. Three subsequent auctions were held September 2003, June 2004, and May 2005. This indicator tracks
the rate of recovery on FHA claims between fiscal years 2007 and 2008. The benchmark or target for this performance indicator, which
is the final rate of net recovery received on the sale of single family assets through the conveyance program, will be determined when
fiscal year end data is available.
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HOUSING
MUTUAL MORTGAGE INSURANCE FUND
Proposed Appropriations Language

The fiscal year 2010 President’s Budget included proposed changes in the appropriations language listed and explained below. New
language 1is italicized and underlined, and language proposed for deletion is bracketed.

During fiscal year [2009] 2010, commitments to guarantee single family loans insured under the Mutual Mortgage Insurance Fund shall
not exceed a loan principal of [$315,000,000,000]8400,000,000,000. Provided, That for the cost of new guaranteed loans, as authorized

by section 255 of the National Housing Act (12 U.S.C 1715z-20), $798,000,000; and, in addition, to the extent that new guaranteed loan

commitments under section 255 will and do exceed $30,000,000,000, an additional $26,600 shall be available for each $1,000,000 in such

additional commitments (including a pro rata amount for any new guaranteed loan commitment amount below $1,000,000),; Provided further,

That during fiscal year [2009] 2010, obligations to make direct loans to carry out the purposes of section 204 (g) of the National
Housing Act, as amended, shall not exceed $50,000,000: Provided further, That the foregoing amount shall be for loans to nonprofit and
governmental entities in connection with sales of single family real properties owned by the Secretary and formerly insured under the
Mutual Mortgage Insurance Fund.

For administrative contract expenses[, $116,000,000] of the Federal Housing Administration, $188,900,000, of which [at least
$46,794,000 shall, and] up to [$58,492,500] $70,794,000 may[,] be transferred to the Working Capital Fund, and of which up to
$7,500,000 shall be for education and outreach of FHA single family loan products: Provided further, That to the extent guaranteed
loan commitments exceed [$65,500,000,000]5200,000,000,000 on or before April 1, [2009] 2010, an additional $1,400 for administrative
contract expenses shall be available for each $1,000,000 in additional guaranteed loan commitments (including a pro rata amount for
any amount below $1,000,000), but in no case shall funds made available by this proviso exceed $30,000,000. (Department of Housing
and Urban Development Appropriations Act, 2009.)
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HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
Crosswalk of 2008 Availability
(Dollars in Thousands)

Total
Supplemental/ Approved 2008
Budget Activity 2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
Administrative EXpense ..............
Administrative Contract Expense ..... $77,400 $77,400
Positive Subsidy Appropriation ...... ...
3 = 77,400 77,400

2008 Enacted. Amount includes a $25.6 million transfer to the Departmental Working Capital Fund account, pursuant to the fiscal year
2008 Consolidated Appropriations Act, P.L. 110-161.
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HOUSING
FHA--MUTUAL MORTGAGE INSURANCE FUND
Crosswalk of 2009 Changes
(Dollars in Thousands)

2009 Congressional
President’s Appropriations 2009
Budget Action on 2009 Supplemental/ Total 2009
Budget Activity Request Request Rescission Reprogrammings Carryover Resources
Administrative Expense .............. c. c. c.
Administrative Contract Expense ..... $116,000 $146,000 ... ... . $146,000
Positive Subsidy Appropriation ...... ... ... ...
0 = 116,000 146,000 . . . 146,000

Congressional Appropriations Action on 2009 Request. Amount includes a $58.5 million transfer to the Departmental Working Capital
Fund account, pursuant to the fiscal year 2008 Consolidated Appropriations Act, P.L. 111-8.

NOTE: For fiscal year 2009, the enacted request reflects an additional appropriation of $30 million for administrative contract
expenses pursuant to the second proviso in the paragraph under the heading "Mutual Mortgage Insurance Program Account" in P.L. 111-8.
As of February 28, 2009, guaranteed loan commitments for the MMI Fund totaled $130 billion, thereby exceeding the $65.5 billion
threshold for additional funding by $64.5 billion. The additional appropriation is calculated at $1,400 for every million dollars of
commitments that, prior to April 1, 2009, exceed the threshold, up to a maximum additional amount of $30,000,000. As the limitation
was reached, the full amount made available under the proviso is reflected herein.



HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
2010 Summary Statement and Initiatives
(Dollars in Thousands)

FHA--GENERAL AND SPECIAL RISK Enacted/ Supplemental/ Total

INSURANCE FUND Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation ................ $90,419° $23,936 . $114,355 $81,464 $74,346
2009 Appropriation/Request ........ 57,471 18,203 -$5,000 70,674 52,274 58,371
2010 Request v iiiiininnnnenns 8,600° 18,400 e 27,000 4,555 47,419
Program Improvements/Offsets ...... -48,871 +197 +5,000 -43,674 -47,719 -10, 952

a/ Bmount reflects a $15.7 million transfer to the Departmental Working Capital Fund.
b/ Funding for administrative contracts is consolidated in the MMI program account in the fiscal year 2010 request.

Summary Statement

Through the FHA’s General and Special Risk Insurance (GI/SRI) Fund, HUD offers a range of loan guarantee programs to address
specialized mortgage financing needs. The most active programs include those authorized under Sections 220, 221(d) (3) and

(4), 223(a) (7), 223(f), 223(d), 231, 241, 232, and 242 of the National Housing Act and Sections 542 (c) and 542 (b) of the Housing and
Community Development Act. These programs include mortgage insurance for developing, rehabilitating, and refinancing multifamily
rental housing, nursing home facilities, and hospitals. Title I loan guarantees are also offered for manufactured housing and for
property improvement loans. These insurance programs are a critical component of the Department’s efforts to meet the Nation’s need
for decent, safe and affordable housing. The role of these programs is especially significant in the current economic climate.
Prior to fiscal year 2009, the fund carried certain single family insurance programs in addition to the multifamily insurance
programs. With the passage of the Housing and Economic Recovery Act of 2008 (HERA), financial responsibility for almost all single
family programs was transferred to the Mutual Mortgage Insurance (MMI) Fund. A substantially lower loan guarantee limitation is
proposed for GI/SRI for fiscal year 2010, reflecting the smaller portfolio of programs now included in the Fund.

Loan Guarantee Limitation. A loan guarantee limitation of $15 billion is requested for fiscal year 2010, a decrease of $30 billion.
New insurance commitments are estimated at $7.3 billion. The amount requested above $7.3 billion minimizes the possibility of
reaching the limitation and having to suspend program activity prior to the end of the year. Of the total commitments projected for
fiscal year 2010, it is estimated that $4.3 billion will be issued for FHA’s multifamily programs. Another $2.7 billion in
commitments are estimated for hospitals and other health care facility mortgages. Title I (Property Improvements and Manufactured
Housing) commitments are projected to grow significantly to $247 million in fiscal year 2010, reflecting improvements to the
Manufactured Housing program that were authorized under HERA.

Appropriations. An appropriation of $8.6 million for GI/SRI is requested for fiscal year 2010, a reduction of $48.9 million from
fiscal year 2009. This funding level reflects the consolidation of all administrative contract expense appropriations in the MMI
Fund. The fiscal year 2010 request is intended exclusively for positive credit subsidy. Together with an estimated $18.4 million in
carryover, this appropriation will support the handful of loan programs in GI/SRI requiring credit subsidies. The requested level of
funding will ensure that HUD is able to support continued lending if loan commitments exceed current projections.



Mortgage and Loan Insurance Programs - GI/SRI Account

For fiscal year 2010, four programs are estimated to require appropriations for positive subsidy: 1) 221(d) (3) which insures loans to
non-profit, public, or cooperative organizations for new development or substantial rehabilitation of multifamily rental housing;

2) 241 (a) insurance for supplemental loans to finance improvements for multifamily housing projects; 3) insurance of 223(d) Operating
Loss Loans, which cover losses during a 2-year period for multifamily projects with a HUD-insured first mortgage; and 4) 238(c) single
family home loans in military impact areas. All other GI/SRI programs are estimated to generate modest negative subsidy, which will
be transferred to the Treasury general fund as offsetting receipts.

Direct Loan Limitation. A direct loan limitation of $20 million is requested, a reduction of $30 million from fiscal year 2009. HUD
has not previously utilized loan authority for bridge financing in connection with the sale of multifamily real properties held by the
Secretary and does not plan to do so in fiscal year 2010. The loan authority requested is for 5-year purchase money mortgages for
non-profit and governmental agencies to make HUD-acquired single family properties available for resale to purchasers at or below

115 percent of area median incomes.

Initiatives

Consolidation of FHA Administrative Expenses. The fiscal year 2010 budget proposes to consolidate funding for FHA administrative
contract expenses in the MMI Fund. This shift of resources will promote more efficient management of FHA administrative funds. The
realignment follows the consolidation of FHA Working Capital Fund contributions in MMI in fiscal year 2009.

Transformation Initiative. The Transformation Initiative allows the Secretary the necessary flexibility to undertake an integrated
and balanced effort to improve program performance and test innovative ideas. Up to 1 percent of the funds appropriated for the
GI/SRI account will be transferred to the Transformation Initiative account to undertake research, demonstrations, technical
assistance, and technology improvements. Within 30 days of enactment, the Secretary will provide a detailed Operating Plan to the
Committees on Appropriations with the specific activities that will be undertaken toward achieving transformation at HUD. Examples of
projects that could be undertaken with Transformation Initiative funding with respect to the GI\SRI account include: An Energy
Conservation Program for portfolio hospitals to promote sustainable technologies that result in long-term savings that decrease the
cost of healthcare while minimizing FHA’s insurance risk, Technical Assistance, Informational Technology, Research, and
Demonstrations. More details on the overall transformation initiative and these projects are in the justification for the
Transformation Initiative account.
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Summary of Resources by Program
(Dollars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Total 2008 Authority/
Budget Activity Authority Into 2008 Resources Obligations Request
Administrative Contract
Expenses .......c.0... $76,819 $76,819 $62,130 $48,871
Positive Subsidy
Appropriation ........ 8,600 $23,936 32,536 19,333 8,600
Discount Multifamily
Property and Loan
Sales Appropriation 5,000 e 5,000 e -5,000
Total ... 90,419 23,936 114,355 81,463 52,471
a/ Amount includes $198,500 in obligations for the Church Arson Program,
Development.
2008 2009 2010
FTE Actual Estimate Estimate
Headquarters ........ 336 390 411
Field ......oovan. 835 848 848
Total ............. 1,171 1,238 1,259

2008
Carryover 2009 Total 2010
Into 2009 Resources Request
$48,871
$13,203 21,803 $8,600
5,000
18,203 70,674 8,600

administered by HUD’s Office of Community Planning and
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Administrative Contract Expenses Amount
IO QRSN o} lato} ok = il I o J'o KNS PN $92,511
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt et ettt 48,871

2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens Ce.
Program Improvements/OffSets ittt ittt ittt ittt ittt et ettt -48,871

Proposed Actions

2008 Appropriation. Amount includes a $15.7 million transfer to the Departmental Working Capital Fund account and an additional
appropriation of $14.4 million requested for administrative contract expenses, pursuant to the fiscal year 2008 Consolidated
Appropriations Act, P.L. 110-161.

2010 Request. Beginning in 2010, funding for all FHA administrative contract expenses is consolidated in the MMI Fund.
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Positive Subsidy Appropriation Amount
LACNORSTI:N o]'o% o} ool 1= wlk X o 3 s LI $8,600
2009 Appropriation/ReqUest ...ttt ittt et e e e 8,600
2010 REQUESE vttt ittt it ettt ettt ettt ettt ettt e e e e 8,600

Program Improvements/Offsets .. ...ttt ittt ittt

Proposed Actions

An appropriation of $8.6 million is requested for GI/SRI positive subsidy for fiscal year 2010, the same as fiscal year 2009.
Together with an estimated $18.4 million in carryover, this appropriation will support the handful of GI/SRI loan programs requiring
credit subsidies. This level of funding is sufficient to support loan commitments at the projected levels.

For fiscal year 2010, four programs are estimated to require appropriations for positive subsidy: 1) 221(d) (3) which insures loans to
non-profit, public, or cooperative organizations for new development or substantial rehabilitation of multifamily rental housing;

2) 241 (a) insurance for supplemental loans to finance improvements for multifamily housing projects; 3) insurance of 223(d) Operating
Loss Loans, which cover losses during a 2-year period for multifamily projects with a HUD-insured first mortgage; and 4) 238(c) single
family home loans in military impact areas. All other GI/SRI programs will generate modest negative subsidy, which will be returned
to the Treasury general fund as offsetting receipts.

Credit Subsidy Rates. The Department devotes significant efforts to updating and continuously refining credit subsidy estimates. The
fiscal year 2010 credit subsidy estimates were developed after consultation with the Office of Management and Budget (OMB) and reflect
ongoing analysis by the Department. Each year the extensive statistical base, from which projections of future loan performance is
calculated, is updated with an additional year of actual data. The Department and OMB continue to examine the data, assumptions, and
calculations that are used to estimate loan program cash flows and subsidy rates, in order to eliminate errors and improve the
accuracy and reliability of projections. The credit subsidy rates reflect historic performance data for similar loans made over the
past 40 years, with adjustments made for significant policy shifts as well as changing economic and market conditions.

The following table displays the estimated allocation of commitment authority and subsidy by budget risk category for fiscal year
2010.
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GI/SRI PROGRAMS Commitment Subsidy Positive Negative
Estimates Rates Subsidy BA Subsidy BA
FY 2010 FY 2010 FY 2010 FY 2010
Multifamily
221(d) (4) Apartments New Construction/Sub. Rehab.............. $1,850,000,000 -1.63% ($30,155,000)
221 (d) (3) Non-profit ApartmentS. ... ...ttt it eeneeeennnnnns 14,000,000 6.61% $925,400
Tax Credit ProJeCtsS ...ttt ittt ittt ittt eenennn 500,000,000 -3.58% (17,900,000)
223 (f) /223 (a) (7) Apartments Refinance/Purchase................ 1,550,000,000 -3.87% (59,985,000)
241 (a) Supplemental Loans for Apartments............ceveene.n. 11,000,000 2.10% 231,000
223 (d) Operating LOSS LOANS. .ttt eeneeneeneeneeneenenns 13,000,000 23.40% 3,042,000
HFEA RISKShATINg. ..ttt it ettt ettt eeeenen 250,000,000 -1.61% (4,025,000)
GSE RISKShATINg. . u ittt ittt ettt ettt 9,000,000 -1.64% (147,600)
Other Rental (Sections 220,231,207 ) c ittt ittt eeeeeennneeenn 60,000,000 -2.95% (1,770,000)
Multifamily Subtotal ...... .ttt 4,257,000,000
Hospitals (includes refinances & Supplemental Loans) ............ 900,000,000 -4.28% (38,520,000)
Nursing Homes
Full Insurance for Health Care Facilities............. ... ... 300,000,000 -0.53% (1,590,000)
Health Care Facility Refinance...........iiiiiiiiiiiiinennnnn 1,500,000,000 -2.29% (34,350,000)
Healthcare Subtotal. ... ittt ttttnteeeeeneeenns 1,800,000,000
Title I
Property IMPrOVEMENES. t vttt ittt ittt ettt eeeeeeneeneenennn 57,000,000 -0.77% (438,900)
Manufactured HOUSING. .. .ottt ittt ittt ittt it iie e 190,000,000 -0.51% (969,000)
Title I Subtotal.. ..ottt ittt tii e 247,000,000
Other Single Family (238 (C)) ittt ittt ittt ittt eneenennnn 83,000,000 0.43% 356,900
GI/SRI TOTAL. .\ttt ottt ae e ae e aeeae e e eeeeaeeaeeneeneennens 7,287,000,000 4,555,300 (189,850,500)
Stand-by Authority 7,713,000,000
Total New Commitment AUthority..........iiiiiiiiniiininnennnn. 15,000,000,000
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Insurance Commitment Loan Guarantees
Limitation Enacted/Requested Amount

AL ORSTD:N o3 o ek o} o ol N i o o 45,000,000
AL QRS T-N <3 o iak o} o ol N i o o P 45,000,000
2010 REQUESE v vttt ittt it ittt it ittt ittt it e e e e 15,000,000
Program Improvements/OffSets . ittt ittt ittt -30,000,000

Proposed Actions

Loan Guarantee Limitation. The fiscal year 2010 Budget proposes a loan guarantee limitation of $15 billion for GI/SRI, a decrease of

$30 billion from fiscal year 2009. The request is substantially lower than prior years due to the transfer of several single family
mortgage guarantee programs to the MMI Fund in fiscal year 2009. The limitation will cover an estimated $7.3 billion in new
commitments and allow an additional $7.7 billion for unanticipated increases in volume. The requested commitment level minimizes the

possibility of reaching the ceiling and having to suspend program activity prior to the end of the year.

Active GI/SRI mortgage insurance programs are divided into 15 different risk categories, which can be grouped together as follows:
hospital programs, nursing home programs, multifamily housing programs, Title I programs, and other single family.

Hospital Programs. The Section 242 Program provides mortgage insurance for loans made for the construction, renovation, and/or
equipping of acute care hospitals. As of March 2009, the Section 242 program was insuring 86 hospital mortgage loans with a total
remaining principal balance of $7.3 billion. The program also includes: Section 241 supplemental loans; Section 223(a) (7) loans for

refinancing existing insured projects; and Section 223 (e) loans for hospitals in older, economically declining urban areas. New loan
commitments for all Hospital programs are estimated to total $1.4 billion in fiscal year 2009 and $900 million in fiscal year 2010.

In 2010, in response to industry demand, the Department plans to begin using its statutory authority under Section 223 (f) to insure
loans for the refinancing of acute care hospitals. The program also seeks to implement an Energy Conservation Grant Program
(supported under HUD’s Transformational Initiative proposals described in a separate justification) for portfolio hospitals to promote
sustainable technologies that result in long-term savings that decrease the cost of healthcare while minimizing FHA’s insurance risk.
In the present economic climate, hospitals with higher-quality credits (rated “A”) are beginning to apply for Section 242 mortgage
insurance as a way of accessing affordable capital for their projects. This participation has the potential to further strengthen the
performance of the Section 242 portfolio.

Nursing Home Programs. The Section 232 Program provides mortgage insurance for loans made for the refinancing, construction, and
renovation of nursing homes and assisted living facilities. As of March 2009, the Section 232 program was insuring 2,155 loans with a
total remaining principal balance of $13.1 billion. HUD estimates to complete $1.88 billion in new loan commitments in fiscal year
2009 and an additional $1.80 billion in fiscal year 2010. The program has been experiencing a significant level of increasing demand,
due to a combination of the Department’s improvements in processing time and the reduced availability of affordable credit in the
capital markets.
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Multifamily Housing Programs. FHA multifamily insurance programs play an important role in the mortgage market, especially for a
number of higher risk segments in the housing industry. In fiscal year 2008, insurance commitments for multifamily housing programs
(excluding nursing homes and assisted care facilities) were nearly $2.4 billion, translating to support for about 50,000 units of
housing. New loan commitments are expected to increase in fiscal years 2009 and 2010, rising to $3.5 billion and $4.3 billion,
respectively.

Multifamily programs assist private industry in the construction or rehabilitation of rental and cooperative housing for moderate-
income and displaced families by making capital more readily available. Assistance is sought by small builders, buyers or owners of
aging inner-city properties, and non-profit sponsors. FHA’s unique and valuable products include insurance that covers both the
construction financing and long-term permanent financing of modest-cost rental housing, and is a vehicle whereby lenders (including
many with public purpose missions such as housing finance agencies) can gain access to the AAA rating of Ginnie Mae securities.
Eligibility for purchase in the secondary mortgage market improves the availability of loan funds and permits more favorable interest
rates.

FHA Multifamily Housing and Health Care

Loan Commitment Totals
$10,000
$9,000
$8,000
~ 57,000
$6,000
$5,000
$4,000
$3,000
$2,000
$1,000
$_
Fiscal Year 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Proj. Proj.

Loan Commitments (in
millions

[C—dTotal - Apartments Hospitals and Health Care Facilities

Specific multifamily housing programs are summarized as follows:

Section 221 (d) (3) and Section 221 (d) (4) Mortgage Insurance for Rental and Cooperative Housing. These two programs assist
private industry in the construction or rehabilitation of rental and cooperative housing. Section 221 (d) (4)is the largest of
FHA’s multifamily programs and constitutes mortgage insurance for profit motivated sponsors. Non-profit sponsors apply under
Section 221(d) (3). The programs allows for long-term mortgages (up to 40 years) that can be financed with the Government
National Mortgage Association (GNMA) Mortgage Backed Securities (MBS).

Section 223 (f) Mortgage Insurance for Refinancing or Purchase of Existing Multifamily Rental Housing. This high-volume program
allows for long-term mortgages (up to 35 years) for refinance or purchase of existing multifamily rental housing. Streamline
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refinances for current FHA multifamily loans are offered under Section 223(a) (7), but are grouped together with Section 223 (f)
for budgetary purposes.

Section 223(d) Mortgage Insurance for 2-year Operating Loss Loans. Section 223(d) insures 2-year operating loss loans that
cover operating losses during the first 2 years after a project’s completion (or any other 2-year period within the first
10 years after completion) of multifamily projects with a HUD-insured first mortgage.

Section 241 (a) Mortgage Insurance for Supplemental Loans for Multifamily Projects. This program is intended to keep projects
competitive, extend their economic life, and finance the replacement of obsolete equipment. Insured mortgages finance repairs,
additions, and improvements to multifamily projects already insured by HUD or held by HUD.

Section 542 (b) and 542 (c) Mortgage Risk Sharing. Under these two programs, state and local housing finance agencies (HFAs) and
Government-Sponsored Enterprises (GSEs) share the risk and mortgage insurance premium with FHA for multifamily housing loans.
HFA risk share agreements range between 10 and 90 percent, while GSE risk shares are fixed at a 50-50 split.

Tax Credit Projects. Projects assisted with Low Income Housing Tax Credits may be insured under a number of FHA multifamily
programs, but are grouped together in a single budget risk category.

Title I Manufactured Housing and Property Improvement Programs. These two relatively small FHA programs fill an important niche.
Under Title I, HUD provides mortgage insurance for the purchase of manufactured homes. In fiscal year 2009, $71 million in
manufactured housing loans were endorsed. The program is expected to experience significant growth in fiscal year 2010 due to the
implementation of program reforms authorized under HERA, including increased loan limits. The number of loans is expected to more
than triple, generating a loan volume of $190 million.

The Title I Property Improvement program insures loans for repairs and other improvements to residential and non-residential
structures, as well as new construction of non-residential buildings. Property Improvement endorsements are projected to be
$57 million in fiscal year 2010, a slight increase over the projection for 2009.

Other Single Family/Military Impact Areas. In July of 2008, HERA transferred most of GI/SRI’s single family mortgage insurance
programs to the MMI Fund, leaving only one program with significant new activity--238(c) Military Impact Areas. This program offers
mortgage insurance in a small number of counties where housing demand from non-military households is limited and thus not sufficient
to sustain the market should an area’s military installation be closed. 238(c) endorsements are projected to be $75 million in fiscal
year 2009 and $83 million in fiscal year 2010.
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GENERAL AND SPECIAL RISK INSURANCE FUND

Program Highlights
(Dollars in Thousands)

Increase +

Enacted Estimate Estimate Decrease -
2008 2009 2010 2010 vs 2009
Insurance Commitment Limitation:
Loan Guarantees $45,000,000 $45,000,000 $15,000,000 -$30,000,000
Insurance Commitments (dollars)
Multifamily 2,335,965 3,505,000 4,257,000 +752,000
Hospitals 788,058 1,400,000 900,000 -500,000
Nursing Homes (includes refis) 1,179,147 1,875,000 1,800,000 -75,000
Single Family Homes* 33,671,136 75,000 83,000 +8,000
Title I 98,199 125,000 247,000 +122,000
Subtotal 38,072,505 6,980,000 7,287,000 307,000
Insurance Commitments (units)
Multifamily 47,497 68,251 81,753 +13,502
Nursing Homes (includes refis) 20,009 32,128 30,762 -1,366
Single Family Homes* 167,193 437 485 +48
Title I 4,439 5,767 8,678 +2,911
Subtotal 239,138 106,583 121,678 15,095
Insurance Written (dollars)
Multifamily 2,604,951 3,249,279 4,069,000 +819,721
Hospitals 611,367 1,228,705 1,025,000 -203,705
Nursing Homes (includes refis) 1,209,960 1,700,403 1,818,750 +118,347
Single Family Homes* 33,669,329 75,000 83,000 +8,000
Title I 98,199 125,000 247,000 +122,000
Subtotal 38,193,806 6,378,387 7,242,750 864,363
Insurance in Force (dollars)** 127,814,000 115,570,000 114,281,000 -1,289,000

* Beginning in fiscal year 2009, FHA consolidated a majority of its single family mortgage programs into the MMI Fund, including
those for condominium, purchase and rehabilitation loans, and home equity conversion mortgages (HECM). Prior to fiscal year 2009,
the mortgage products for these programs were insured under the GI/SRI Fund.

** Projections updated subsequent to the MAX database lock.
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HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Direct Loan Direct Loan
Limitation Enacted/Requested Amount
IO ORS TN o] 3 et} ool 1= 8 wl X ) o PSS $50,000
JZA ONORC TN o) o3 et} Bl 1= il K ) o NPSE PR 50,000
2010 REOUESE vttt ettt ettt ettt e e eaeeeeeaaeeeeenaseeeeaaseeenenaasseeenassns 20,000
Program Improvements/Offsets. ...ttt et e -30,000

Proposed Actions

A direct loan limitation of $20 million is requested, a reduction of $30 million from fiscal year 2009. HUD has not previously
utilized loan authority for bridge financing in connection with the sale of multifamily real properties held by the Secretary, and
does not plan to do so in fiscal year 2010. HUD is requesting loan authority for 5-year purchase money mortgages for non-profit and
governmental agencies to make HUD-acquired single family properties available for resale to purchasers at or below 115 percent of area
median incomes.
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HOUSING
FHA--GENERAL AND SPECIAL RISK INSURANCE FUND
Program Offsets
(Dollars in Thousands)

Discount Multifamily Property and Loan Sales Appropriation Amount
LACNORSTI:N o)'o% o} ool 1= wl Ko 3 o LRI $5,000
2009 ApPPropriation/ReqUEST vt vttt it ittt ittt ettt ettt ettt e e -5,000

2010 REQUESE v ittt ittt ettt et et et e eeeeeeeeeneeeeeenaeesseeneessseenannenns

Program Improvements/OffSets ittt ittt ittt it ittt et ettt +5,000

Proposed Actions

The Congress included a $5 million appropriation for this purpose in the fiscal year 2008 Appropriations Act. These funds were
rescinded in the Omnibus Appropriations Act for fiscal year 2009. No funds are requested for discount sales for fiscal Year 2010.
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HOUSING

FHA--GENERAL AND SPECIAL RISK INSURANCE FUND

LOAN LIMITATIONS

Insurance Commitment Limitation

Enacted/Requested. .. ...oviiiiiiiiin i

Direct Loans Limitation

Enacted/Requested. . ....oviiiiiiiiin it

BUDGET AUTHORITY

Discretionary:
Working Capital Fund Transfer
Non-overhead administrative expenses...........
Positive Subsidy Appropriations.................
Discount Loan SalesS. ...ttt innnnennenns

Total Discretionary Appropriation.............

Offsetting Receipts (dispersed negative subsidy)

Mandatory:

Liquidating account (net)........... ...
Program Account Upward Re-estimate.............
Receipt Account Downward Re-estimate...........

Negative Subsidies.......iiiiiiiiiiiiinnnnenns

SUMMARY OF BUDGET AUTHORITY
(Dollars in Millions)

ENACTED
2008

$45,000

50

16

77

107

-612

116
301
-897

CURRENT
ESTIMATE
2009

$45,000

50

49

-5
53

-134

213
6,793
-19

ESTIMATE
2010

$15,000

20

o |l wVwu o o

-180

201

INCREASE +
DECREASE -

2010 vs 2009

-$30,000

-30

-12
-6,793
19
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HOUSING
FHA--GENERAL AND SPECIAL RISK INSURANCE FUND
SUMMARY OF BUDGET OUTLAYS
(Dollars in Millions)

CURRENT INCREASE +
ENACTED ESTIMATE ESTIMATE DECREASE -
2008 2009 2010 2010 vs 2009
BUDGET OUTLAYS
Discretionary:
Non-overhead administrative expenses........... 56 55 43 -12
Positive Subsidy Appropriations................ 19 3 4 1
Total Discretionary OULlayS....eeeeeeeennennnn 75 58 47 -11
Offsetting Receipts (dispersed negative subsidy) -612 -134 -180 -46
Mandatory:
Liquidating account (net)..........coiiiiieeinn. -80 246 220 -26
Program Account Upward Re-estimate............. 301 6,793 0 -6,793
Receipt Account Downward Re-estimate........... -897 -19 0 19
Negative Subsidies.......c.oiiiiiiiiiiiin.. -2 0 0 0
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HOUSING

GENERAL AND SPECIAL RISK INSURANCE FUND
Performance Measurement Table

Program Name: GENERAL AND SPECIAL RISK INSURANCE ACCOUNT
Program Mission: Expand national homeownership opportunities.
Performance Indicators Data Sources Performance Report Performance Plan
2008 Plan 2008 Actual 2009 Plan 2010 Plan

FHA endorses at least 850 mortgages Multifamily 750 647 626 (526 MF; 100 850 (650 MF and 200
of which 650 are Multifamily Program Office Healthcare Healthcare
mortgages and 200 are Healthcare OH - FHA’s Real facilities) facilities)
facilities mortgages. Estate Management

System
HUD will complete 70 percent of the OHMAR - Mark-to- 80% 62% 70% 70%
initial fiscal year 2010 Mark-to- Market Management
Market pipeline during the fiscal Information
year, reducing rents and System
restructuring mortgages where
appropriate.
The share of multifamily properties Multifamily 33% 59.4% 40% 40%
in underserved areas insured by FHA Program Office
is increased to 40 percent of initial |OH
endorsements.

Explanation of Indicators

FHA endorses at least 650 multifamily mortgages. The FHA insurance plays an important role in the mortgage market, especially for a
number of higher risk segments in the housing industry. FHA multifamily mortgage insurance is consistently available in good economic
times and bad. The programs assist private industry in the construction or rehabilitation of rental and cooperative housing for
moderate-income and displaced families by making capital more readily available. Assistance is sought by small builders, buyers or
owners of aging inner-city properties, and nonprofit sponsors. FHA’s unique and valuable products include insurance that covers both
the construction financing and long-term permanent financing of modest-cost rental housing, and a vehicle whereby lenders (including
many with public purpose missions such as housing finance agencies) can gain access to the AAA rating of Ginnie Mae securities. FHA
multifamily insurance is unusual in the market because it covers both the construction or rehabilitation loan, as well as the
permanent loan which is amortized at a flat rate of interest for as long as 40 years. Insured mortgages are used in connection with
Low-Income Housing Tax Credits. Affordable tax credit loans are also insured on through the Risk Sharing program with state and local
housing finance agencies, as well as Fannie Mae and Freddie Mac. 1In fiscal year 2008, the Office of Multifamily Housing endorsed

645 loans for a total of $3.75 billion (includes nursing home and assisted care facilities). In fiscal year 2010, FHA will endorse at
least 850 mortgages of which 650 are multifamily and 200 are Healthcare facilities mortgages.
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The share of multifamily properties in underserved areas insured by FHA is increased to 40 percent of initial endorsements. FHA
insures loans for new construction and substantial rehabilitation of multifamily rental units under Sections 221(d) (3), 221(d) (4), and
220, and risk-sharing under 542 (b) and (c). Section 223(f) insures mortgages for existing multifamily properties, either to refinance

an existing mortgage or to facilitate the purchase of a property. A moderate amount of rehabilitation cost may be included in the
mortgage. These programs improve the quality and affordability of rental housing, and increasing their availability in underserved
neighborhoods will promote revitalization of those neighborhoods.

This indicator measures the proportion of multifamily properties in “underserved” neighborhoods as a percentage of all multifamily
properties that receive FHA mortgage endorsements. Beginning in fiscal year 2003, refinanced mortgages are included. Sections 202
and 811 properties are excluded. Underserved neighborhoods are defined in metropolitan areas as census tracts either with a minority
population of 30 percent and median family income below 120 percent of the metropolitan area median, or with median family income at
or below 90 percent of area median (irrespective of minority population percentage). A similar definition of underserved applies to
non-metropolitan areas, using counties rather than tracts.

The fiscal year 2010 goal is that the share of multifamily properties in underserved areas insured by FHA is increased to 40 percent
of initial endorsements. The achievement of this goal in fiscal year 2010 is influenced by national economic conditions.



Mortgage and Loan Insurance Programs - GI/SRI Account

HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Justification of Proposed Appropriation Language

The fiscal year 2010 President’s Budget included proposed changes in the appropriations language listed and explained below. New
language is italicized and underlined, and language proposed for deletion is bracketed.

For the cost of guaranteed loans, as authorized by sections 238 and 519 of the National Housing Act (12 U.S.C. 1715z-3 and 1735c),
including the cost of loan guarantee modifications, as that term is defined in section 502 of the Congressional Budget Act of 1974, as
amended, $8,600,000, to remain available until expended: Provided, That commitments to guarantee loans shall not exceed
[$45,000,000,000] $15,000,000,000 in total loan principal, any part of which is to be guaranteed. Gross obligations for the principal
amount of direct loans, as authorized by sections 204(g), 207(1l), 238, and 519(a) of the National Housing Act, shall not exceed
[$50,000,000, of which not to exceed $30,000,000 shall be for bridge financing in connection with the sale of multifamily real
properties owned by the Secretary and formerly insured under such Act; and of] $20,000,000 , which [not to exceed $20,000,000] shall
be for loans to nonprofit and governmental entities in connection with the sale of single-family real properties owned by the
Secretary and formerly insured under such Act[. For administrative contract expenses necessary to carry out the guaranteed and direct
loan programs, $48,871,000, of which at least $47,871,000 shall be for administrative contracts and up to $1,000,000 shall be for
consumer education and outreach for FHA loan products]. (Department of Housing and Urban Development Appropriations Act, 2009.)

Explanation of Changes

A reduced loan commitment limitation of $15,000,000,000 is requested to reflect the transfer of several single family programs to
FHA’s MMI Fund in 2009. Language providing funds for administrative contract expenses is deleted. These funds are being requested
under MMI for fiscal year 2010.

Loan authority requested for the direct loan program is reduced to $20,000,000. No authority is requested for bridge financing in
connection with the sale of multifamily properties. HUD has not previously utilized this loan authority and does not plan to do so in
fiscal year 2010.



Mortgage and Loan Insurance Programs - GI/SRI Account

HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Crosswalk of 2008 Availability
(Dollars in Thousands)

Total
Supplemental/ Approved 2008
Budget Activity 2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
Administrative Contract Expenses .... $92,511 e . -$15,692% . $76,819
Positive Subsidy Appropriation ...... 8,600 c. e e $23,936 32,536
Discount Multifamily Property and
Loan Sales Appropriation ........... 5,000 ... ... ... 5,000
B = 106,111 e . -15,692 23,936 114,355

a/ Transfer to HUD Working Capital Fund.



Mortgage and Loan Insurance Programs -—

Budget Activity

Administrative Contract Expenses
Positive Subsidy Appropriation
Discount Multifamily Property and

Loan Sales Appropriation

a/

Total

Funds were rescinded by P.L.

111-8.

GI/SRI Account

HOUSING
GENERAL AND SPECIAL RISK INSURANCE FUND
Crosswalk of 2009 Changes
(Dollars in Thousands)

2009 Congressional
President’s Appropriations 2009
Budget Action on 2009 Supplemental/ Total 2009
Request Request Rescission Reprogrammings Carryover Resources
$48,871 $48,871 $48,871
8,600 8,600 $13,203 21,803
-$5,000° 5,000
57,471 57,471 -5,000 18,203 70,674



HOUSI NG
HOPE FOR HOVEOMNERSHI P
2009 Summary Statenment and Initiatives
(Dol lars i n Thousands)

Enact ed/ Suppl enment al / Tot al
HOPE FOR HOVEOMNERSHI P Request Carryover Resci ssi on Resour ces Obl i gations Qutl ays
2008 Appropriation ................ $29, 535 C . $29, 535 $20, 000 C
2009 Appropri ation/ Request ........ 239, 000 $10, 000 . 249, 000 249, 000 $209, 000
2010 Request ........... .. 1, 280, 000 e e 1, 280, 000 1, 280, 000 1, 250, 000
Program | nprovenment s/ Offsets ...... +1, 041, 000 -10, 000 .. +1, 031, 000 +1, 031, 000 +1, 041, 000

Summary St at enent

The HOPE for Honeowners (H4H) program was created by Congress to help those at risk of default and foreclosure refinance into nore

af fordabl e, sustainable |oans. HAH is an additional nortgage option designed to keep borrowers in their homes. The principal
obligation of all nortgages insured under the H4H program may not exceed $300 billion. The HAH Program was established by the Housing
and Economi ¢ Recovery Act of 2008 (Act), and signed into |law on July 30, 2008. Under the HA4H Program eligible homeowners nay

refi nance their current nortgage | oans into a new nortgage insured by FHA. The H4H Programis voluntary for all participating
parties. |In order to participate, borrowers and their current |enders nust agree to the progranis requirements. The H4H Program
requires existing | enders holding senior nortgage liens on the property to release their liens and accept as paynent in full the
proceeds of the new loan. Existing junior nortgage lien holders nust also release their liens under the terns of the H4H Programin
return for a portion of HUD s share of future appreciation of the subject property’ s value or, as recently approved by the Board, for
an upfront paynment that represents a percentage of the outstanding amount of the junior nortgage | oan. The programrequires borrowers
to share with HUD a portion of the equity created upon the issuance of the new FHA-insured | oan as well as a portion of any future
appreci ati on on the subject property.

As stated in the Act, the key objectives of the HOPE for Honmeowners program are:

1) To create an FHA program participation in which is voluntary on the part of the honeowners and existing |loan holders to insure
refi nanced | oans for distressed borrowers to support long-term sustai nabl e honmeownership;

2) To allow homeowners to avoid foreclosure by reducing the principle balance outstanding, and interest rate charged, on their
nor t gages;

3) To help stabilize and provide confidence in nortgage markets by bringing transparency to the value of assets based on nortgage
asset s;

4) To target nortgage assistance under this section to homeowners for their principal residence;

5) To enhance the adm nistrative capacity of the FHA to carry out its expanded role under the HOPE for Honmeowners Program

6) To ensure the HOPE for Honeowners Programremains in effect only for as long as is necessary to provide stability to the
housi ng market; and

7) To provide servicers of delingquent nortgages with additional methods and approaches to avoid foreclosure.
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HOPE for Homeowner ship

The Act created a Board which is responsible for establishing standards and policies for the H4H Program The Board is conprised of
the Secretary of the Departnment of Housing and Urban Devel opment, the Secretary of Treasury, the Chairperson of the Board of Governors
of the Federal Reserve System and the Chairperson of the Board of Directors of the Federal Deposit |nsurance Corporation, or their
desi gnees.

Under the Act, the Departnment of the Treasury is authorized to i ssue HOPE Bonds, up to the aggregate insurance anount, to finance the
subsi dy ampunts necessary for | oan guarantees, as well as for the net costs to the Federal Government of the program i ncl udi ng

adm ni strative costs.

The programis effective from October 1, 2008 to Septenmber 30, 2011.

Updat ed Gui dance

The new statutory authority provided by the Energency Economi c Stabilization Act of 2008( EESA) offered the Board the neans to make
some i nmedi at e changes to the H4H Programthat shoul d expand eligibility and encourage greater programparticipation by |enders.
These changes did the follow ng:

- Increased the maxi mum | oan-t o-val ue and debt-to-income (DTl) ratios.

- Clarified the March 1, 2008 DTl requirenent for borrower eligibility.

- Expanded eligible properties to include two- to four-famly residences.

- Al'l owed extension of the loan termfrom 30 to 40 years.

- Extended the tineframe by which a I ender can submt a closed loan for insurance endorsenent to match other FHA single fanily
prograns, with the borrower required to nake the first paynment within 120 days after | oan cl osing.

- Gave subordi nate nortgagees the option of accepting an up-front paynment in-lieu of a share in future property appreciation as
an incentive to release their liens and forgive related debt.

- Modi fied the equity sharing requirenents to elininate the potential that a borrower would share with HUD, through the Program
any existing equity the borrower may already have in the home prior to closing a Program | oan.

- Modi fi ed the appreciation sharing requirenments to account for non-sal e di spositions of property and sales to related parties.

Qutreach and Traini ng

FHA is continuing its extensive outreach, education, and training efforts in support of the Program Feedback fromthe | ending
industry and counselors continues to focus on the difficulties in offering the product and finding eligible borrowers for the Program
The central concerns continue to be the cost of the Programto the borrower and the lender, the statutory requirements that deviate
from standard FHA products and add adm nistrative conplexity, and the current |lack of a secondary market for H4H |l oans. The recently
revi sed guidance will address sone of these concerns. The Board will continue to nonitor the HA4H Programclosely and careful ly
consider new ideas to inprove the program to the extent possible under current |aw.

Wth regard to borrower outreach, FHA and other Federal agencies are continuing to develop an integrated consumer advertising canpaign
across a variety of media including radio, print, and the Internet.
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HOPE for Homeowner ship

HOUSI NG
HOPE FOR HOVEOMNERSHI P
Summary of Resources by Program
(Dol lars i n Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Budget Activity Aut hority Into 2008 Resour ces ol i gations Request Into 2009 Resour ces Request
Admi ni strative Costs .. $29, 535 C $29, 535 $20, 000 $30, 000 $10, 000 $40, 000 $30, 000
Positive Credit Subsidy el el el el 209, 000 e 209, 000 1, 250, 000
Total ............... 29,535 C 29,535 20, 000 239, 000 10, 000 249, 000 1, 280, 000
2008 2009 2010
FTE Act ual Estimate Estinate
Headquarters ........
Field ............... e e e
Total .............
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HOPE for Homeowner ship

HOUSI NG
SUMVARY OF BUDGET AUTHORI TY
(Dollars in MI1lions)

BUDGET H GHLI GHTS

Curr ent | NCREASE +
Enact ed Esti mate Esti mat e DECREASE -
Budget Activity 2008 2009 2010 2010 vs 2009
I nsurance Commitnent Limtation:
Loan Quarantees a/................... ... 0
Di scretionary:
Budget Authority b/............. ... ... ... ..... NA NA NA NA
Mandat ory:
Budget Aut hority
Program account - Adnministrative costs......... 29, 535 30, 000 30, 000 0
Program account - Positive Subsidy............. - 209, 000 1, 250, 000 1,041, 000
(7= U 740 1= - 10, 000 - - 10, 000
Net Qutlays
Program account - Adnministrative costs......... 20, 000 40, 000 30, 000 -10, 000
Program account - Positive Subsidy............. - 209, 000 1, 250, 000 1, 041, 000
Program Activity:
HOPE Bonds issued C/.............. ... ... ........ 29,535 461, 000 998, 000 537, 000

al Loan guarantees are not to exceed $300 billion over 3 years, Cctober 1, 2008 to Septenber 30, 2011.

b/ Al ambunts for this program are mandatory anounts.

c/ Under the Housing and Economic Recovery Act of 2008, the Department of the Treasury is authorized to issue HOPE Bonds, up to the
aggregate insurance anmount, to finance the subsidy ambunts necessary for |oan guarantees, as well as for the net costs to the
Federal Governnent of the program including adm nistrative costs.

NA= Not Applicable
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HOUSI NG
HOPE FOR HOVEOWNERSHI P
Justification of Proposed Changes in Appropriations Language

Expl anati on of Changes

No change
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HOUSI NG
HOPE FOR HOVEOMNERSHI P
Program Of f sets
(Dol lars in Thousands)

Adnmi ni strative Costs Anount
2008 ApPProPri ati ON ..ot $29, 535
2009 Appropriati on/ Request . ... ... 30, 000
2000 ReQUESt ..o 30, 000

Program | nprovenent s/ Of fset s

Proposed Acti ons

None.
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HOUSI NG
HOPE FOR HOVEOMNERSHI P
Program Of f sets
(Dol lars in Thousands)

Posi tive Credit Subsidy Anount
2008 ApPropriati ON ... .. ..
2009 Appropriati on/ ReEQUEST . ... it $209, 000
2000 ReQUESt ..o 1, 250, 000
Program I nprovement s/ OfF fSet s .. ... . +1, 041, 000
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HOUSI NG
HOPE FOR HOVEOMNERSHI P
Crosswal k of 2008 Availability
(Dol lars i n 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
Admi nistrative Costs ................ $29, 535 $29, 535
Positive Credit Subsidy .............
Total ... 29,535 29,535
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HOUSI NG
HOPE FOR HOVEOWNERSHI P
Crosswal k of 2009 Changes
(Dol lars in Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enent al / Total 2009
Budget Activity Request Request Resci ssi on Repr ogr amm ngs Carryover Resour ces
Administrative Costs ................ $30, 000 $30, 000 $10, 000 $40, 000
Positive Credit Subsidy ............. 209, 000 209, 000 e el e 209, 000
239, 000 239, 000 10, 000 249, 000

Total .......... ... ... ...
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HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

HOUSI NG FOR THE ELDERLY ( SECTI ON Enact ed/ Suppl enent al / Tot al

202) Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................ $735, 000 $831, 177 -$12, 887 $1, 553, 290° $778, 344 $1, 008, 028
2009 Appropri ati on/ Request ........ 765, 000 772, 9872 - 1,537,987° 784, 485 973, 141
2010 Request ............. ... 522, 000 750, 6012 el 1,272,601% 522, 000 746, 000
Program | nprovenents/ Offsets ...... - 243,000 -22, 386 S - 265, 386 - 262, 485 -227,141

a/ Appropriation/request includes Wrking Capital fund non-expenditure transfer anounts of $1.4 mllion in fiscal year 2008 and
$1.6 mllion in fiscal year 2009. These anounts are excluded from carryover, obligations and outlays but reflected in Wrking
Capi tal Fund account.

Summary St at enent

The Department proposes an appropriation of $522 million for fiscal year 2010. This is a decrease of $243 million fromthe fiscal
year 2009 Appropriation due to the proposal to fund renewal costs in a separate account (see initiatives below); HUD estinmates that
$530.7 mllion of available 2009 funds will be used for expansion. Expansion activities include capital grants for construction of
new | ow-i ncome housing units, initial project rental assistance contracts (PRAC), and amendnments. The program funds the foll ow ng:

1) the construction of new units via capital advance grants to non-profit owners, provided that the owner reserves the units for very
lowincone elderly individuals for no |l ess than 40 years; and 2) project rental assistance contracts to fund the difference between a
HUD- approved per-unit operating cost and the tenant's income (usually 30 percent of the adjusted inconme). The Section 202 Programis
wi dely used and the proposed anobunt is the mninumnecessary to provide supportive housing for the grow ng nunber of elderly with very
| ow i ncones.

The Section 202 Program provi des affordable rental housing to a |large segnment of America' s elderly population. HUD s adm nistrative
data show that, as of Septenmber 30, 2008, over 6,000 Section 202 facilities housed approximately 278, 000 househol ds of ol der persons.
Waiting lists for Section 202 facilities are long, the relatively high denand for this housi ng neans that applicants frequently nust
wait over 2 years for a unit. The majority of residents are elderly wonen living alone with incomes between $5,001 and $15,000. In
fiscal year 2008, the median income of about $11, 080 was well below the income eligibility limt for the program

The requested funding will support the devel opnment of an estimated 3,499 additional assisted units. Aso, HUD is working with project
sponsors to nove projects out of the devel opnent pipeline nore rapidly.

Initiatives

The fiscal year 2010 Budget proposes separate account funding for supportive housing for the elderly for project rental assistance
contracts (PRAC) renewal s and anmendnents, service coordinators and congregate services, conversion to assisted |living, and ot her
operating expenses. This will allow the display of "fixed costs" associated with existing units to be separate fromthe "variable



Housing for the Elderly (Section 202)

costs" of building new units. For initial PRAC, an extension of the period of availability is proposed to ensure the departnment has
anple time to di sburse obligated funds. The | anguage also includes a proposal that authorizes the transfer of funds to the Housing
for the Elderly Contract Renewals and Anmendnments account if necessary to avoid delays in tinely paynent of operating subsidies to
exi sting project owners.

The Transformation Initiative allows the Secretary the necessary flexibility to undertake an integrated and bal anced effort to i nprove

program performance and test innovative ideas. Up to 1 percent of the funds appropriated for Housing for the Elderly account 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 Cormittees on Appropriations
with the specific activities that will be undertaken toward achi eving transformation at HUD.

The Departnent is also requesting a new adm ni strative provision that provides nore flexibility for HUD in all ocating capital advance
award funds for non-netropolitan areas under the Section 202, Housing for the Elderly program The change will nake it easier to use
funds which have to be reall ocated when the 15 percent allocated to non-metropolitan areas cannot be used fully.



Housing for the Elderly

Budget Activity

El derly Expansion
El derly PRAC
Renewal / Amendnent

Servi ce Coordinators/
Congr egat e Housi ng
Service Program......

Conversion to Assisted
Li vi ng/ Emer gency
Repairs ..............

Pl anni ng Grant
Techni cal Assistance ..
Working Capital Fund ..
I nt ergener ati onal
Fami | i es Denonstration
Proj ect
Tot al

NOTE:

(Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)

Summary of Resources by Program

(Dol l'ars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Aut hority Into 2008 Resour ces Obli gations Request
$549, 226 $713,573 $1, 262, 799 $593, 740 $530, 732
79, 502 1,168 80, 670 78,535 95, 668
59, 849 18, 763 78,612 55,539 90, 000
24,570 38, 227 62, 797 22,631 25,000
7,566 55, 486 63, 052 27,898 20, 000
S S 2,000
1, 400 1, 400 1, 600
S 3,960 3,960

722,113 831, 177 1,553,290 778, 343 765, 000

hi gh quality underwiting and to maintain a steady supply of

El derly Expansion includes $1 nmillion for the Del egated Processing Program
to provide tinely,

This funding will

rental

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$668, 647 $1, 199, 379 $522, 000
2,135 97, 803
22,936 112, 936
40, 166 65, 166
35, 143 55, 143
2,000
1, 600
3, 960 3, 960
772,987 1,537,987 522, 000

enhance the Departnent’s ability
housi ng whi | e expandi ng af f or dabl e

housing opportunities for the elderly as authorized by Section 2835(b) of the Housi ng and Econom ¢ Recovery Act of 2008 (HERA).

FTE
Headquarters
Field

2008 2009 2010
Act ual Estimate Estinate
30 31 30
251 253 253
281 284 283
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HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars in Thousands)

El derly Expansion Anount
2008 APProPri ati ON ..ot $549, 226
2009 Appropriati on/ Request . ... ... 530, 732
2000 ReQUESt ..o 522, 000
Program I nprovement s/ Of fSet s .. ... . e -8,732
El derly Expansion Units
2008 APPIOPIi LT ON. . o v oot et e e e e e 3, 774%
2009 Appropriati on/ ReqUeSt . . ... .. 3, 6829/
/
2010 REGUESE - . o e et e e e e 3, 499°
Program I nprovement s/ OFf Set s .. ... -133

a/ Actual capital advance and PRAC awards in fiscal year 2008 anmpunted to $525,876, 000 for 3,774 units.
b/ Unit estimate for fiscal year 2009.
c/ Unit estimate for fiscal year 2010.

Proposed Acti ons

The Department is proposing $522 million for expansion activities which include new capital advances and associ ated PRAC, including
anendnents to the capital advance through final closing and if applicable, up to execution of the PRAC contract, inspection
activities, delegated processing activities, property disposition costs.



Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol l'ars in Thousands)

Di rect Loans

Qut st andi ng Qut | ays
Section 202 Direct Loan Program (Mandatory)
2008 AppPropriati ON. ... ... $4, 594, 435 -$996, 670
2009 EStiMBL . .. ottt it e e 4,142, 363 -1, 050, 000
2010 EStimBt . .. ..o 3,690, 292 -1, 050, 000
Program I mprovement s/ OF fset s .. ... . . e -452, 071

The Direct Loan Program The Housing for the Elderly or Handi capped Direct Loan program was authorized by Section 202 of the Housi ng
Act of 1959, as anmended. New project devel opment activity was ended with the enact ment of the Cranston- Gonzal es National Affordable
Housing Act in 1990 that replaced loans with capital advance awards to fi nance new construction, although projects devel oped under it
continue to operate. The program provided direct loans to non-profit organi zati ons sponsoring the construction and nanagenent of
rental housing for the elderly or non-elderly persons with disabilities. Many projects originally devel oped under Section 202 al so
receive Section 8 subsidies to enable | owincone households to afford the rents in these projects. The 1992 VA-HUD- | A Appropriations
Act (Public Law 102-139) provided |anguage to enable the conversion of pipeline Section 202 direct |loan projects to the Supportive
Housing program starting January 1, 1992. Al of the pipeline Section 202 projects were converted in fiscal year 1992. Any renmining
activity for the loan programi ncl udes amendnents for projects reaching final endorsenent and management of the | oan portfolio.




Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol l'ars in Thousands)

Service Coordinators/ Congregate Housing Service Program Anpunt
2008 ApPropriati ON ...t $59, 849
2009 Appropriati on/ RequUest . ... ... e 90, 000
2010 ReQUESt ... .. e
Program I nprovement s/ OF fset s .. ... . - 90, 000

Proposed Acti ons

In fiscal year 2010, the Service Coordinators/ Congregate Housing Services Programfunding is being proposed in a separate account,
Housing for the Elderly Contract Renewal s and Anendnents.



Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars in Thousands)

Conversion to Assisted Living/ Energency Repairs Anount
2008 ApPProPri ati ON ..ot $24, 570
2009 Appropriati on/ Request . ... ... .. 25,000
2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . - 25, 000

Proposed Acti ons

The set-aside for Conversion to Assisted Living and enmergency capital repairs funding is being proposed in a separate account, Housing
for the Elderly Contract Renewals and Anendnents.
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HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars in Thousands)

El derly PRAC Renewal / Anendrent Anount
2008 ApPProPri ati ON ..ot $79, 502
2009 Appropriati on/ Request . ... ... 95, 668
2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . - 95, 668
El derly PRAC Renewal Units
2007 APPropriati ON ... 21,528
2008 Appropriati on/ ReqUeSt . . ... .. 26,878
2009 ReqUEST o .t L
Program I nprovement s/ OFf Set S .. ... - 26, 878

Proposed Acti ons

In an attenpt for greater transparency, the funding for renewal and amendnent of Project Rental Assistance Contracts (PRAC) is being
proposed in a separate account in fiscal year 2010, Housing for the El derly Contract Renewal s and Anendnents.



Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars in Thousands)

Pl anni ng Grant Anount
2008 APProPri ati ON ..ot $7, 566
2009 Appropriati on/ Request . ... ... 20, 000
2010 ReqQUESt ... .. e
Program I nprovement s/ Of fSet s .. ... . . e -20, 000

Proposed Acti ons

No additional funding is requested, for Planning Grant. This is an eligible activity that can be funded out of the Section 202
expansi on funds.



Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars i n Thousands)

Working Capital Fund Anount
2008 ApPProPri ati ON ..ot $1, 400
2009 Appropriati on/ Request . ... ... .. 1, 600
2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . -1,600

Proposed Acti ons

In fiscal year 2010, Working Capital Fund will be funded through the Departnent’s Transformational Initiative. 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. Up to 1 percent of the funds appropriated for Housing for the El derly account will be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy

i mprovenents. 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.
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HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars i n Thousands)

Techni cal Assistance Anpunt

2008 ApPropriati ON ... .. ..
2009 Appropriati on/ ReEQUEST . ... i $2, 000

2010 ReqQUESt ... .. e
Program I nprovement s/ Of fSet s .. ... . . e -2,000

Proposed Acti ons

In fiscal year 2010, Technical Assistance activities will be funded through the Departnent’s Transformational Initiative. The
Transformation Initiative allows the Secretary the necessary flexibility to undertake an integrated and bal anced effort to inprove
program perfornmance and test innovative ideas. Up to 1 percent of the funds appropriated for Housing for the Elderly account will be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy

i mprovenents. 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.
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HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Program Of f sets
(Dol lars in Thousands)

Intergenerati onal Families Denobnstration Project Anount

2008 ApPropriati ON ... ..
2009 Appropriati on/ Request . ... ...
20010 ReqUESt ..t
Program I nprovement s/ OfF fSet s .. ... .

Proposed Acti ons

The fiscal year 2006 Appropriations Act provided $3.96 mllion for a denobnstration to determine the efficiency of inplenmenting
Section 203 of Public Law 108-186, which authorizes assistance for intergenerational dwelling units for famlies in connection with
the supportive housing program under Section 202. Pending the assessnent of this denobnstration, no new funding is requested for
fiscal year 2010.
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Housing for the Elderly (Section 202)

HOUSI NG

HOUSI NG FOR THE ELDERLY ( SECTI ON 202)

Per f ormance Measurenent Tabl e

Pr ogram Nane:

HOUSI NG FOR THE ELDERLY ( SECTI ON 202)

Program M ssi on: The Housing for

provide eligible non-profit organi zations with capital
The capital

el derly or disabled individuals.
construction, reconstruction,

housing is designed to neet the special

services.

physi cal

advances w | |

advances and rental

El derly supportive housi ng program was aut hori zed by Secti on 202 of the Housing Act of 1959 to
assi stance to provide housing for very |owincone
be used to finance the acquisition,

acquisition with rehabilitation,

or rehabilitation of housing intended for use as supportive housing for elderly people.
needs of elderly individuals and to accommodat e t he provision of supportive

Supportive

Per f ormance | ndi cat ors

Dat a Sources

Per f ormance Report

Per f or mance Pl an

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

The share of assisted and insured Real Estate No | ess than 95% 94% No | ess than 92% |No | ess than 92%
privately owned nultifamly Assessment
properties that nmeet HUD established |Center’'s
physi cal standards are maintained at |Physical
no |l ess than 92 percent. Assessment

Subsyst em
For households living in assisted Real Estate No | ess than 98% 100% No | ess than 98% |No | ess than 98%
and insured privately owned Assessment
multifam |y properties, the share of [Center’s
properties that nmeets HUD' s Fi nanci al
financi al managenent conpliance is Assessment
mai ntai ned at no |less than 98 Subsyst em &
percent . Ofice of

Housi ng’ s Real

Estate

Managenment

Syst em
Increase the availability of HERENMS- F24D, 100 projects 114 90 proj ects/ 90 projects/
af fordabl e housing for the elderly based on the (4,000 Section 202 wunits to |projects (3600 units 3000 units
and persons with disabilities by Devel opnent initial closing during FY (4,641 (Section 202) (Section 202)
bringing 90 projects to initial Appl i cations 2008) units
cl osing under Sections 202. Processing Secti on

Syst em 202

Tracki ng

Sub- nodul e
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Housing for the Elderly (Section 202)

Per f ormance | ndi cators

Data Sources

Per f or mance Report

Per f ormance Pl an

2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
The nunber of el derly households living Ofice of Mai nt ai ned at 347, 922 Mai nt ai ned at Mai ntai n at
in private assisted housi ng devel opnents [Housing' s Real FY 2007 |evel househol ds FY 2008 | evel FY 2009 | evel
served by a service coordinator is Est ate Managenent 353, 765 (347,922) (347,922

mai ntai ned at the fiscal
| evel .

year 2008

Syst em

househol ds

househol ds)

househol ds)

At | east 80 percent of Section 202

proj ects have conpleted the initial

cl osing process within 24 nonths and of

t hese, 35 percent will have conpleted the
process wi thin 18 nont hs.

HEREMS- F24D, based
on t he Devel oprent
Appl i cations
Processi ng System
Tracki ng

Sub- nodul e

70% 24 nont hs

25% 18 nont hs

71% 24 nont hs

24% 18 nont hs

70% / 24 nont hs

25% 18 nont hs

80%
overal | /24 nont hs

35% 18 nont hs

The number of Section 202 units serving

the elderly is maintained at 98 percent

of the fiscal year 2009 | evel, excluding
new units that are added to the

M- Program OFfice

98%

99%

98%

98%

i nventory.
Expl anation of |ndicators
Nearly two mllion households headed by an elderly individual

provides themwi th the opportunity to afford a decent

or a person with a disability receive HUD rental
lives.

place to live and often helps themto live i ndependent

assi stance that
Housi ng for the

Elderly is awarded conpetitively to private non-profit organi zations to devel op new housi ng units through new construction or

rehabilitation.

the residents live in the facilities for years;

rental facilities without sonme additional
properties to assisted-living facilities.

The facilities are then provided with rental
these individuals are likely to becone frail
the program al so provides grants to convert all

measure the success of this program by exam ning whet her service-
and nei ghbor hoods.

over tine,
services.

Therefore,
These indicators wll
enri ched housing increases the satisfaction of persons with disabilities with their

assi stance,
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Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Justification of Proposed Appropriati ons Language

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

For capital advances, including anmendnments to capital advance contracts, for housing for the el derly, as authorized by section 202 of
the Housing Act of 1959, as anended, and for project rental assistance for the elderly under section 202(c)(2) of such Act, including
amendnents to contracts for such assi stance [and renewal of expiring contracts for such assistance for up to a l-year term] and for
supportive services associated with the housing, [$765, 000,000] $522,000,000, to remai n available until Septenmber 30, [2012, of which
up to $626, 400, 000 shall be for capital advance and project-based rental assistance awards]2013: Provided, That anounts for project
rental assistance contracts are to renain available for the liquidation of valid obligations for ten years following the date of such
obligation: Provided[, That of the anount provided under this heading] further, That amounts provided under this heading shall be
avai l able for Real Estate Assessnent Center inspections and i nspection-related activities for section 202 capital advance projects[:
up to $90, 000, 000 shall be for service coordinators and the continuation of existing congregate service grants for residents of

assi sted housing projects, and of which up to $25,000,000 shall be for grants under section 202b of the Housing Act of 1959 (12 U.S.C.
1701qg-2) for conversion of eligible projects under such section to assisted living or related use and for substantial and energency
capital repairs as determned by the Secretary: Provided further, That of the amount made avail abl e under this heading, $20, 000,000
shal | be available to the Secretary of Housing and Urban Devel opnent only for naking conpetitive grants to private nonprofit

organi zati ons and consuner cooperatives for covering costs of architectural and engineering work, site control, and other planning
relating to the devel opment of supportive housing for the elderly that is eligible for assistance under section 202 of the Housi ng Act
of 1959 (12 U.S.C. 1701q): Provided further, That anounts under this heading shall be avail able for Real Estate Assessnent Center
inspections and inspection-related activiti es associ ated with section 202 capital advance projects: Provided further, That up to

$2, 000, 000 of the total ampunt made avail able under this heading shall be for technical assistance to inprove grant applications and
to facilitate the devel opment of housing for the elderly under section 202 of the Housing Act of 1959, and supportive housing for
persons with disabilities under section 811 of the Cranston-Gonzal es Nati onal Affordable Housing Act: Provided further, That of the
total amount nmade avail abl e under this heading, not to exceed $1,600,000 may be transferred to the Wrking Capital Fund]: Provided
further, That the Secretary nmay waive the provisions of section 202 governing the terms and conditions of project rental assistance,
except that the initial contract termfor such assistance shall not exceed 5 years in duration: Provided further, That anmounts nade
avai | abl e under this heading may be transferred to the account under the heading “Housing for the Elderly Contract Renewal s and
Anendnents” for renewal of project based rental assistance contracts: Provided further, That the appropriation for such account shal

not be increased by nore than 10 percent by such transfers. (Departnment of Housing and Urban Devel opnent Appropriations Act of 2009)

Expl anati on of Changes

The del eted | anguage identifies those activities being transferred to be separate account rather than setting asi de specific set-
asides for the activities in the Housing for the Elderly account. A new account titled Housing for the Elderly Contract Renewal s and
Amendnents, has been proposed for the renewal and amendnment of project rental assistance contracts (PRAC). The service coordinators
and conversion to assisted living set-asides are also being proposed to be funded out of the new account. For initial PRAC, an
extensi on of the period of availability is proposed to ensure the departnent has adequate tinme to disburse obligated funds. The

| anguage al so includes a proposal that authorizes the transfer of funds to the Housing for the Elderly Contract Renewal s and
Amendnments account, if necessary to assure tinely paynment of exiting project owners of needed operati ng subsidies.
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Housing for the Elderly (Section 202)

HOUSI NG
HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr amm ngs Transfers Carryover Resour ces
Elderly Expansion ................... $549, 348 -$122 . . $713,573 $1, 262, 799
El derly PRAC Renewal / Anendnent ...... 79,502 .. .. .. 1,168 80,670
Service Coordinators/ Congregate
Housing Service Program............ 60, 000 -151 .. .. 18, 763 78,612
Conversion to Assisted
Li vi ng/ Energency Repairs ........... 24,750 -180 S S 38,227 62, 797
Planning Grant ...................... 20, 000 -12, 434 .. .. 55, 486 63, 052
Technical Assistance ................
Wrking Capital Fund ................ 1, 400 1, 400
Intergenerati onal Famlies
Denmonstration Project .............. e e e e 3,960 3,960
Total ... ... 735, 000 -12, 887 C C 831, 177 1,553,290
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Housing for the Elderly (Section 202)

Budget Activity

Elderly Expansion ...................
El derly PRAC Renewal / Anendnent ......
Service Coordinators/ Congregate

Housing Service Program............
Conversion to Assisted

Li vi ng/ Energency Repairs ...........
Planning Grant ......................
Technical Assistance ................
Working Capital Fund ................
Intergenerati onal Famlies

Denmonstration Project ..............

Total ... ... ..

NOTE: Fiscal year 2009 President’s budget request for Elderly Expansion includes $15 million for

HOUSI NG

HOUSI NG FOR THE ELDERLY ( SECTI ON 202)
Crosswal k of 2009 Changes

(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enent al / Total 2009
Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$335, 732 $530, 732 $668, 647 $1, 199, 379
95, 668 95, 668 2,135 97, 803
80, 000 90, 000 22,936 112, 936
25, 000 25, 000 40, 166 65, 166
. 20, 000 35, 143 55, 143
2,000 2,000 2,000
1, 600 1, 600 1, 600
el e el 3,960 3,960
540, 000 765, 000 772,987 1, 537,987
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HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

HOUSI NG FOR THE ELDERLY CONTRACT Enact ed/ Suppl enent al / Tot al
RENEWALS AND AMENDMENTS Request Carryover Resci ssi on Resour ces ol i gations Qutl ays

2008 Appropriation ................

2009 Appropriati on/ Request ........
2010 Request ...................... $243, 000 S e $243, 000 $230, 000 $94, 000
Program | nprovenents/ Offsets ...... +243, 000 S S +243, 000 +230, 000 +94, 000

Summary St at enent

The Department requests $243 million of fiscal year 2010 funding for Housing for the Elderly Contract Renewals and Anendnents program
in an appropriations account separate fromthe Housing for the Elderly Programwhere it is currently funded. This request of
$243 million includes $128 mllion to renew expiring PRAC and anmendnents of such contracts; up to $90 million for service coordi nators

and congregate prograns to provide services for the elderly and persons with disabilities; and $25 nmillion for conversion to assisted
living, and other operating expenses.

Provi di ng separate accounts for funds dedicated to Di sabl ed Housi ng new construction versus renewal s and anmendnents of operating

subsidies to existing units will nore clearly identify the fixed-cost nature of a large portion of the budget for this program This
new renewal account will display growmth in the anount of budget authority needed to maintain operating assistance for existing
proj ects.
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Housing for the Elderly Contract Renewal s and Anendnents

Budget Activity

El derly PRAC
Renewal s and Anendnents
Service
Coor di nat or s/ Congr egat e
Housing Services ...
Conversion to Assisted
Li vi ng/ Emer gency
Repairs ..............
Tot al

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
Summary of Resources by Program
(Dol l'ars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Aut hority Into 2008 Resour ces ol i gations Request Into 2009 Resour ces Request
$128, 000
90, 000
e e 25, 000
243, 000
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Housing for the Elderly Contract Renewal s and Anendnents

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDVMVENTS
Program O fset s
(Dol lars in Thousands)

El derly PRAC Renewal / Anendnent Anpunt

2008 ADPPropriati ON ...

2009 Appropriati on/ Request . ... ... e ..
2010 ReQUEST ..ottt e e $128, 000
Program I nprovement s/ OF fset s .. ... . +128, 000

Proposed Acti ons

The Department is proposing $128 million for renewal and amendnent of Project Rental Assistance Contracts (PRAC). This estimate
refl ects the growing pipeline of renewal units and the identification of a | arge nunber of contracts that have not reached their
initial expiration date but are exhausting all avail able funding. Renewals are for a period of 1 year and anmendnents are used to
support the contract to its next anniversary date or its expiration date when unforeseen costs arise. These funds are used to cover
the difference between HUD- approved operating cost for the project and the tenant’s contribution towards rent.

The following chart shows the ambunt of PRAC renewal /amendnment obligations incurred since fiscal year 2004.

Housing for the Elderly PRAC Renewal s/ Amendnent s

» $90, 000 1
£ $80, 000 78,535
2 $70, 000
£ $60, 000
$50, 000
$40, 000
$30, 000
$20, 000
$10, 000 TT795

$0 +——= T T T T .
2004 2005 2006 2007 2008

49, 382

35 651

ol i gations

5930

Fi scal Year

This chart illustrates the growth in the amount of budget authority that nmust be obligated annually to maintain operating assistance
for Section 202 projects. As new projects and units come out of the construction pipeline, this budget authority requirement wll
continue to grow with a simlar trend. The fiscal year 2010 estimate reflects an anal ysis of subsidy balances on currently active
PRAC contracts that are expected to require renewal or anmendment.
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Housing for the Elderly Contract Renewal s and Arendnents

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
Program Of f sets
(Dol l'ars in Thousands)

Servi ce Coordi nators/ Congregate Housi ng Services Anpunt

2008 ADPPropriati ON ...

2009 Appropriati on/ RequUest . ... ... e ..
2010 REQUEST .ottt $90, 000
Program I nprovement s/ OF fset s .. ... . +90, 000

Proposed Acti ons

The Budget proposes up to $90 million for Service Coordinators. The proposed funding will be used for selecting new projects under
this programas well as to extend previously approved Service Coordinators and Congregate Housing Service grants. The budget request
of $90 mllion will provide $81.8 mllion to extend 1,330 grants serving approxi mately 133,000 units and $8.2 mllion to fund

approxi mately 44 new grants. The 44 new grants woul d serve approxi mately 4,400 units.

Section 808 of the Cranston-Gonzal ez National Affordabl e Housing Act authorized the use of Service Coordinators within existing
projects for the elderly. Sections 674 and 676 of the Housing and Community Devel opment Act of 1992 expanded the universe of projects
eligible to receive service coordi nat or assistance by authorizing funding for service coordinators in Section 202, Section 8 and
Sections 221(d)(3) and 236 projects. The purpose of the Service Coordinators programis to enable residents who are elderly or have
disabilities to live as independently as possible in their own hones.

Service Coordinators funds pay the salary and fringe benefits of a Service Coordinator and cover related program adm ni strati ve costs.
The primary responsibility of a Service Coordinator is to help link residents of eligible housing with supportive services provi ded by
conmmuni ty agencies. The Service Coordinator may al so perform such activities as providing case nmanagenent, acting as an advocate or
medi at or, coordi nating group prograns, or training housing managenent staff.

Congregat e Housi ng Services Program ( CHSP)

This program was authorized by the Housing and Community Devel opnent Amendnents of 1978 to provide 3- to 5-year grants to fund service
coordinators for eligible residents of Public Housing and Section 202 Housing for the Elderly or Persons with Disabilities. The
intent was to avoid costly and premature or unnecessary institutionalization of individuals and to reduce Government outlays for
institutional care. The programwas revised in 1992 to add other assisted housi ng program

The CHSP grant from HUD, in conjunction with grantee match and partici pant fees, subsidizes the cost of supportive services that are
provided on-site and in the participant’s hone. Such services may include at |east one or all of the following: (1) congregate
meal s; (2) housekeeping; (3) personal assistance; (4) transportation; (5) personal energency response systens; (6) case nanagenent;
and (7) preventative health programs. HUD requires that each programincludes a Service Coordi nator and that each makes at | east one
hot meal available every day to participants. Eligible participants are residents of eligible housing who are frail (i.e. have
difficulty perfornming three or nore activities of daily living) or are persons with disabilities age 18 or ol der.

CHSP funds al |l ow residents of subsidized housing to afford supportive service that enable themto continue living as independently as
possible in their honmes for as long as possible. Wthout this program nost of the low and very |owincome participants woul d have
no choice but to relocate to a facility that provides a higher |evel of care, such as a nursing hone, to neet their daily living
needs.
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Housing for the Elderly Contract Renewal s and Anendnents

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
Program Of f sets
(Dol lars i n Thousands)

Conversion to Assisted Living/ Energency Repairs Anount

2008 ApPropriati ON ... ..

2009 Appropriati on/ Request . ... ... S
2010 REQUEST .o\ttt $25, 000
Program I nprovement s/ OfF fSet s .. ... . +25, 000

Proposed Acti ons

The fiscal year 2010 Budget proposes $25 million for capital grants for Conversion to Assisted Living and energency repairs. These
funds will be available to existing HUD elderly subsidi zed projects that convert some or all units to assisted living or to cover the
cost of eligible energency repairs. Conversion to Assisted Living awards cover basic physical conversion of existing project units,
common areas, and service spaces. These conpetitive grants will be available to existing HUD project owners who denpnstrate strong
commitment to: (1) serve eligible frail elderly and (2) pronote resident autonony, independence, choice, and control. EXisting

proj ect owners nust provi de supportive services for the residents either directly or through a third party. Exanples of both

mandat ory and optional supportive service (which will vary from State to State) would include: (1) 24-hour staff for protective
oversight and personal care; (2) 3 neals per day; (3) housekeepi ng services; (4) personal counseling; and (5) transportati on.
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Housing for the Elderly Contract Renewal s and Anendnents

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
Justification of Proposed Changes in Appropriations Language

The fiscal year 2010 President’s Budget included proposed changes in the appropriations | anguage |isted and expl ained bel ow. New
language is italicized and underlined, and |anguage for deletion is bracketed

For renewal of project rental assistance for supportive housing for the elderly under section 202(c)(2) of the Housing Act of 1959

i ncl udi ng anmendnents to contracts for such assistance, $243,000,000, to remain available until September 30, 2013: Provided, That, of
the amount provi ded under this heading, up to $90, 000,000 shall be for service coordinators and the continuati on of existing
congregate service grants for residents of assisted housing projects and not to exceed $25,000, 000 shall be for grants under section
202b of the Housing Act of 1959 (12 U.S.C 1701g-2) for conversion of eligible projects to assisted living or related use or for
substantial and energency capital repairs as determ ned by the Secretary: Provided further, That the Secretary may waive the
provisions of section 202 governing the terns and conditions of project rental assistance: Provided further, That up to 10 percent of
the funds made available under this heading may be transferred to the account under the heading “Housing for the El derly” for new
proj ect awards

Expl anati on of Changes

The 2010 President’s budget proposes a separate appropriations paragraph for Housing for the Elderly Contract Renewals and Anendnents
In previous years, this activity has been funded through a set-aside in the Housing for the Elderly program appropriati on
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Housing for the Elderly Contract Renewal s and Anendnents

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Tot al
Suppl enment al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr amm ngs Transfers Carryover Resour ces

El derly PRAC Renewal / Anendnent ......
Servi ce Coordi nator s/ Congregate
Housing Services ...................
Conversion to Assisted
Li ving/ Emergency Repairs ...........
Total ... ... ..
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Housing for the Elderly Contract

Budget Activity

El derly PRAC Renewal / Amendrment ......
Servi ce Coordi nat or s/ Congregat e
Housing Services ...................
Conversion to Assisted
Li vi ng/ Energency Repairs ...........

Tot al

Renewal s and Anendnent s

HOUSI NG
HOUSI NG FOR THE ELDERLY CONTRACT RENEWALS AND AMENDMENTS
Crosswal k of 2009 Changes
(Dol l'ars in Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enental /
Request Request Resci ssi on Repr ogr anmi ngs

Carryover

Total 2009
Resour ces
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HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

HOUSI NG FOR PERSONS W TH Enact ed/ Suppl enent al / Tot al

DI SABI LI TIES (SECTI ON 811) Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................ $237, 000¥ $229, 101 - $5, 315 $460, 786% $255, 779 $320, 926
2009 Appropriati on/ Request . ....... 250, 000¥ 204, 407 454, 4079 224,189 292, 437
2010 Request ............. ... 114, 000 230, 218 el 344, 218? 114, 000 225, 000
Program | nprovenents/ Offsets ...... -136, 000 +25, 811 S -110, 189 -110, 189 -67, 437

a/ Appropriation/request includes a non-expenditure transfer to the Working Capital Fund of $600 thousand in fiscal year 2008 and
$1.6 mllion in fiscal year 2009.

Summary St at enent

A total of $114 mllion is proposed for housing for persons with disabilities for expansion. This is a decrease of $136 mllion from
the fiscal year 2009 Appropriation due to the proposal to fund renewal s costs in a separate account; HUD estinmates that $129.8 million
of available 2009 funds will be used for expansion. Expansion funds include capital grants for new housing unit construction and the
initial project rental assistance (usually 3 years) for each new project.

The Section 811 Program provi des affordable rental housing to a |large segnment of America s persons with disabilities. HUD's

adm ni strative data show that, as of September 30, 2008, Section 811 facilities housed over 26,000 househol ds of persons with
disabilities. Residents have incomes between $5,001 and $10,000. |In fiscal year 2008, the nedian incone of about $8,760 was well
bel ow the incone eligibility lint for the program

The requested funding will support the devel opnent of an estinmated 818 additional assisted units. Al so, HUDis working with project
sponsors to nove projects out of the devel opnent pipeline.

Initiatives

A new account is being proposed in fiscal year 2010, for renewal of project rental assistance contracts (PRAC), anendnents, and
operati ng expenses. This will allow the display of "fixed costs" associated with existing units to be separate fromthe "variable
costs" of building new units. For initial PRAC, an extension of the period of availability is proposed to ensure the departnent has
anple tine to disburse obligated funds. The | anguage al so includes a proposal that authorizes the transfer of funds to the Housing
for Persons with Disabilities Contract Renewal s and Arendnments account if necessary to avoid delays in timely paynent of operating
subsidi es to existing project owners.



Housi ng for

Persons with Disabilities (Section 811)

HOUSI NG

HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Summary of Resources by Program
(Dol lars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Budget Activity Aut hority Into 2008 Resour ces Obli gations Request
Di sabl ed (Capital
Advance and PRAC) $133, 325 $200, 232 $333, 557 $136, 401 $129, 791
Di sabl ed PRAC
Renewal / Amendnent 23,015 2,007 25,022 23,899 31,509
Pl H Arendnent / Renewal
of Mai nstream Vouchers
(Tenant-Based) ....... 74,745 26, 862 101, 607 95, 479 87,100
Working Capital Fund .. 600 . 600 . 1, 600
Total ............... 231, 685 229, 101 460, 786 255, 779 250, 000
NOTE: Fiscal years 2008 and 2009 carryover for PIH Anendnment/ Renewal
2008 2009 2010
FTE Act ual Esti mate Estinate
Headquarters ........ 18 18 18
Field ............... 116 117 117
Total ............. 134 135 135

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$197, 156 $326, 947 $114, 000
1,123 32,632
6, 128 93,228
1, 600
204, 407 454, 407 114, 000

of Mai nstream includes $29 thousand for

Mai nst ream Voucher s.



Housing for Persons with Disabilities (Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Program Of f sets
(Dol lars i n Thousands)

Di sabl ed (Capital Advance and PRAC) Anount
2008 ApPProPri ati ON ..ot $133, 325
2009 Appropriati on/ Request . ... ... 129, 791
20010 ReqUESt ..ot 114, 000
Program I nprovement s/ OfF fSet s .. ... . -15, 791
Di sabl ed (Capital Advance and PRAC) Units
L al
2008 AppPropriati ON . ... 930~
2009 Appropriati on/ RequeSsT . . ... . o 9509/
2010 REGUESE -« o e et e e e g18%
Program I mprovement s/ OF fset s .. ... -126

a/l  Actual units funded through Capital Advance and PRAC awards totaling $124.5 mllion for 930 units in fiscal year 2008.
b/ Unit estimate for fiscal year 2009.
c/ Unit estimate for fiscal year 2010.

Proposed Acti ons

For fiscal year 2010, the Department is proposing $114 nillion for new capital advances and associ ated PRAC, including amendments to
the capital advances through final closing and, if applicable, up to execution of the project rental assistance contract, inspection
activities and property disposition costs.

The proposed funding continues to support housing options for persons with disabilities. The program adds to the cunul ative efforts
to provide quality housing assistance choices for low and very |owinconme persons with disabilities and to provi de nodels of
successful housing assistance in this area.



Housing for Persons with Disabilities (Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Program Of f sets
(Dol lars in Thousands)

Di sabl ed PRAC Renewal / Amendment Anount
2008 APProPri ati ON ..ot $23, 015
2009 Appropriati on/ Request . ... ... 31,509
2010 ReqQUESt ... .. e
Program I nprovement s/ Of fSet s .. ... . . e -31, 509
Di sabl ed ( PRAC Renewal ) Units
2008 AppPropriati ON . ... 5,613
2009 Appropriati on/ Request . . ... . e 7,534
2010 ReqUESE ...t

Program I mprovement s/ OF fSet s .. ... e -7,534

Proposed Acti ons

In fiscal year 2010, a separate account is proposed for PRAC Renewal s and Anendnments and tenant-based rental assistance contracts (PIH
Mai nstr eam Vouchers).



Housing for Persons with Disabilities (Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Program O fset s
(Dol lars in Thousands)

PIH Arendnent / Renewal of Mai nstream Vouchers (Tenant - Based) Anount
2008 ApPProPri ati ON ..ot e $74, 745
2009 Appropriati on/ Request . ... ... .. 87,100
2010 ReQUESt ... o e

Program I nprovement s/ OfF fSet s .. ... . - 87, 100
Pl H Renewal of Mainstream Vouchers (Tenant- Based) Units
2008 AppPropriati ON . ... 11, 061
2009 Appropriati on/ ReqUeSt . . ... .. 11, 327
2010 ReqUESE ...t

Program I mprovement s/ OF fSet s .. ... . e -11, 327

Proposed Acti ons

In fiscal year 2010, a separate account is proposed for PRAC Renewal s and Anendnments and tenant-based rental assistance contracts (PIH
Mai nstr eam Vouchers).



Housing for Persons with Disabilities (Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Program Of f sets
(Dol lars in Thousands)

Working Capital Fund Anount
2008 APProPri ati ON ..ot $600
2009 Appropriati on/ Request . ... ... 1, 600
2010 ReqQUESt ... .. e
Program I nprovement s/ Of fSet s .. ... . . e -1,600

Proposed Acti ons

In fiscal year 2010, Working Capital Fund will be funded through the Department’s Transformational Initiative. 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. Up to 1 percent of the funds appropriated for Housing for Persons with Disabilities account
will be transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and
technol ogy i nmprovements. Wthin 30 days of enactnment, the Secretary will provide a detailed operating plan to the Conmittees on
Appropriations with the specific activities that will be undertaken toward achieving transformation at HUD.



Housing for Persons with Disabilities (Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TI ES ( SECTI ON 811)
Per f ormance Measurenent Tabl e

Program Nanme: HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)

Housing for Persons with Disabilities was authorized by Section 811 of the Cranston-CGonzal ez National

advances and rental assistance to provide
acquisition with rehabilitation,
Housi ng for Persons

Program M ssi on:
Af f ordabl e Housing Act to provide eligible non-profit organizations w th capital
housing for disabled individuals. The capital advances will be used to finance the acquisition,
construction, reconstruction, or rehabilitation of housing intended for use for persons with disabilities.

with Disabilities is designed to neet the special

supportive services.

physi cal

needs of disabled individuals and to acconmodate the provision of

Per f ormance | ndi cat ors

Data Sources

Per f ormance Report

Per f or mance Pl an

2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an

The share of assisted and insured Real Estate No | ess than 95% 96% No | ess than No | ess than
privately owned multifam |y properties Assessment 92% 92%
t hat nmeet HUD established physi cal Center’s
standards are maintained at no |less than [Physical
92 percent. Assessnent

Subsyst em
For households living in assisted and Real Estate No | ess than 98% 100% No | ess than No | ess than
insured privately owned multifanily Assessment 98% 98%
properties, the share of properties that |Center’s
meets HUD s financi al managenent Fi nanci al
conmpliance is maintained at no less than |Assessnent
98 percent. Subsyst em and

Ofice of

Housi ng’ s Real

Est at e Managenent

Syst em
Increase the availability of affordable HEREMS- F24D, based |100 projects 110 projects/ 90 projects/950 |90 proj ects/800
housing for persons with disabilities by |on the Devel opnent |1,100 units 1,138 units units units
bringing 90 projects (950 units) to Appl i cations
initial closing under Section 811. Processing System

Tracki ng Sub-

Modul e




Housing for Persons with Disabilities (Section 811)

Per f ormance | ndi cat ors

Data Sources

Per f ormance Report

Per f ormance Pl an

2008 Pl an

2008 Act ual

2009 Pl an

2010 Pl an

At | east 80 percent of Section 811

proj ects have conpleted the initial
closing process within 24 nonths and of
t hese, 35 percent will have conpl eted
the process within 18 nonths.

HERENMS- F24D,
based on t he
Devel opnent
Appl i cations
Processi ng
Syst em

Tracki ng Sub-
nodul e

70% 24 nont hs

25% 18 nont hs

68% 24 nont hs

30% 18 nont hs

70% 24 nont hs

25% 18 nont hs

80% 24 nont hs

35% 18 nont hs

The nunber of Section 811 units serving
persons with disabilities is mintained
at 98 percent of those at the FY 2008

I evel (uses the FY 2007 |evel 23,000
units as a baseline), excluding new
units that are added to the inventory.

98%

100%

98%

98%

NA = Not Applicable.

Expl anati on of | ndicators

Nearly two mllion househol ds headed by an elderly i ndividual
themw th the opportunity to afford a decent

or a person with a disability receive HUD rental
place to live and often helps themto live i ndependent |ives.

with Disabilities program continues to enable persons with disabilities to live in nainstreamenvironnments.
measure the success of this program by exam ni ng whether service-enriched housing i ncreases the satisfaction of persons with

disabilities with their units, devel opnents,

The 2009 goal of 90 projects brought to initial

fund reservations as additional resources were used for

renewal

and nei ghbor hoods.

assistance that provide
The Housing for Persons
These indicators wll

closing reflects the static funding of 2005 and 2006, which limted the nunber of new
of tenant subsidies.




Housing for Persons with Disabilities (Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Justification of Proposed Appropriati ons Language

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

For capital advance contracts, including anendnents to capital advance contracts, for supportive housing for persons with
disabilities, as authorized by section 811 of the O anston-CGonzal ez National Affordable Housing Act (42 U S.C. 8013), for project
rental assistance for supportive housing for persons with disabilities under section 811(d)(2) of such Act, including amendnents to
contracts for such assistance [and renewal of expiring contracts for such assistance for up to a 1-year term] and for supportive
services associated with the housing for persons with disabilities as authorized by section 811(b)(1) of such Act, [and for tenant-
based rental assistance contracts entered i nto pursuant to section 811 of such Act, $250, 000,000, of which up to $161, 300, 000 shall be
for capital advances and project-based rental assistance contracts,] $114,000,000, to remain avail able until Septenber 30, [2012]

2013: Provided, That anmounts for project rental assistance contracts are to remain available for the liquidation of valid obligations

for ten years following the date of such obligation: [That of the total anpunt nade available under this heading, not to exceed

$1, 600, 000 nay be transferred to the Wrking Capital Fund: Provided further, That, of the ampunt provided under this heading,

$87, 100, 000 shall be for amendments or renewal of tenant-based assistance contracts entered into prior to fiscal year 2005 (only one
anendnent aut horized for any such contract): Provided further, That all tenant-based assistance made avail abl e under this headi ng
shall continue to remain available only to persons with disabilities: Provided further,] Provided further, That the Secretary may
wai ve the provisions of section 811 governing the terms and conditions of project rental assistance and tenant-based assistance
except that the initial contract termfor such assistance shall not exceed 5 years in duration: Provided further, That anmounts nade
avai | abl e under this heading shall be avail able for Real Estate Assessnment Center inspections and inspection-related activities
associated with section 811 Capital Advance Projects: (Departnent of Housing and Urban Devel opment Appropriations Act, 2009.)

Expl anati on of Changes:

The del eted | anguage identifies those activities being transferred to be paid out of other accounts rather than setting aside specific
earmarks for the activities in the Housing for Persons with Disabilities account. A new account titled Housing for Persons with
Disabilities Contract Renewals and Anendnents, has been proposed for the renewal and anmendnent of project rental assistance contracts
(PRAC) and tenant-based rental assistance contracts (Pl H Mainstream Vouchers). For initial PRAC, an extension of the period of

avai lability is proposed to ensure the departnment has anple tine to disburse obligated funds. The |anguage al so includes a proposa
that authorizes the transfer of funds to the Housing for Persons with Disabilities Contract Renewals and Arendments account i f
necessary to avoid delays in tinely payment of operating subsidies to existing project owners



Housing for Persons with Disabilities

Budget Activity

Di sabl ed (Capital Advance and PRAC)
Di sabl ed PRAC Renewal / Amendment .. ...
PIH Arendnent / Renewal of Mai nstream
Vouchers (Tenant-Based) ............
Working Capital Fund ................

Tot al

(Section 811)

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)

Crosswal k of 2008 Availability

(Dol l'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
$138, 640 - $5, 315 $200, 232 $333, 557
23,015 2,007 25,022
74,745 26, 862 101, 607
600 Ce Ce Ce 600
237, 000 -5, 315 229, 101 460, 786
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Housing for Persons with Disabilities (Section 811)

HOUSI NG

HOUSI NG FOR PERSONS W TH DI SABI LI TIES ( SECTI ON 811)
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009

Budget Action on 2009 Suppl enent al / Total 2009

Budget Activity Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
Di sabl ed (Capital Advance and PRAC) . $39, 791 $129, 791 $197, 156 $326, 947
Di sabl ed PRAC Renewal / Amendment .. ... 31,509 31,509 1,123 32,632

PIH Arendnent / Renewal of Mai nstream

Vouchers (Tenant-Based) ............ 87,100 87,100 6,128 93,228
Working Capital Fund ................ 1, 600 1,600 e e e 1, 600
Total ... .. 160, 000 250, 000 204, 407 454, 407

NOTE: Fiscal year 2009 President’s budget request for Disabled (Capital
Denonstration.

G11

Advance and PRAC)

i ncl udes $10 mllion for

Leverage Financing



HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
2010 Summary Statenment and Initiatives
(Dol lars in Thousands)

DI SABI LI TI ES CONTRACT RENEWALS AND Enact ed/ Suppl enment al / Tot al
AMVENDMVENT S Request Carryover Resci ssi on Resour ces Obl i gations Qutl ays

2008 Appropriation ................

2009 Appropriati on/ Request ........
2010 Request ........... ... $136, 000 C $136, 000 $129, 000 $50, 000
Program | nprovenment s/ Offsets ...... +136, 000 .. .. +136, 000 +129, 000 +50, 000

Summary St at enent

The Budget requests $136 million of fiscal year 2010 funding for the Housing for Persons with Disabilities Contract Renewals and
Amendnents programin an appropriations account separate fromthe Housing for Persons with Disabilities Programwhere it is currently
funded. The 2010 Budget proposes separate account funding for supportive housing for persons with disabilities for renewal of project
rental assistance contracts (PRAC), and renewal and anendnment vouchers for persons with disabilities.

Provi di ng separate accounts for funds dedicated to Disabl ed Housi ng new construction versus renewal s and amendnents of operating
subsidies to existing units will nore clearly identify the fixed-cost nature of a | arge portion of the budget for this program This
new renewal account will display gromth in the anount of budget authority needed to maintain operating assistance for existing
Section 811 projects.

H1



Housing for Persons Wth Disabilities--Contract Renewal s and Arendnents

Budget Activity

Di sabl ed PRAC
Renewal / Amendnent
Pl H Arendnent / Renewal
of Mai nstream Vouchers
Total ...............

FTE
Headquarters ........
Field ...............

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
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
Aut hority Into 2008 Resour ces Obl i gations Request Into 2009 Resour ces Request
$48, 900
136, 000
2008 2009 2010
Act ual Esti mate Estinate

H 2



Housing for Persons Wth Disabilities--Contract Renewal s and Arendnents

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
Program Of f sets
(Dol lars i n Thousands)

Di sabl ed PRAC Renewal / Anendment Anpunt

2008 ApPropriati ON ... ..

2009 Appropriati on/ Request . ... ... S
2010 REQUEST .o\ttt $48, 900
Program I nprovement s/ OfF fSet s .. ... . +48, 900

Proposed Acti ons

The Department is proposing $48.9 million for renewal and anendnent to Project Rental Assistance Contracts (PRAC). These funds are
used to cover the difference between the HUD approved expense to operate the project and tenants’ paynent for rent (generally based on
30 percent of adjusted income). After the initial 3-year funding agreenment, PRACs are renewed for 1-year ternms. Amendments are
provided for PRAC contracts that are not due for a renewal but have exhausted avail abl e funding. These contracts are funded until
their anniversary or expiration date.

H3



Housing for Persons Wth Disabilities--Contract Renewal s and Amendnments

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
2010 Summary Statenment and Initiatives
(Dol lars in Thousands)

The following chart shows the ambunt of PRAC renewal and/or anendnment obligations incurred since fiscal year 2004.

Housing for Persons with Disabilities PRAC Renewal s and Anendnents

" $30, 000

e 23. 899

S $25, 000 —

n
2 3 $20,000
© c ' 16, 818
c F B
g $15, 000
8  $10,000 2. 112

$5, 000 T 3,431
$0 +——1 T l_l r . .
2004 2005 2006 2007 2008
Fi scal Year
This chart illustrates the growth in the amount of budget authority that nust be obligated annually to maintain operating assistance

for Section 811 projects. As new projects and units come out of the construction pipeline, this budget authority requirenent wll
continue to growwith a simlar trend. The fiscal year 2010 estinmate reflects an anal ysis of subsidy bal ances on currently active

PRAC contracts that are expected to require renewal or anmendnent.
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Housing for Persons Wth Disabilities--Contract Renewal s and Amendnments

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI TI ES- - CONTRACT RENEWALS AND AMENDMVENTS
Program Of f sets
(Dol l'ars in Thousands)

Pl H Arendnent / Renewal of Mai nstream Vouchers Anpunt

2008 ApPropriati ON ... ..
2009 Appropriati on/ Request . ... ... S
2010 REQUEST oottt e $87, 100
Program I nprovement s/ OfF fSet s .. ... . +87, 100

Proposed Acti ons

The Departmnent is proposing $87.1 mllion for the renewal of mainstreamvouchers (tenant-based) for persons with disabilities. After
the initial funding, the tenant-based units are renewed for 1-year terns.
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Housing for Persons Wth Disabilities--Contract Renewal s and Arendnents

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
Justification of Proposed Changes in Appropriations Language

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

For renewal of project rental assistance for supportive housing for persons with disabilities under section 811(d)(2) of the Cranston-
CGonzal ez Nati onal Affordable Housing Act (42 U.S.C. 8013), including anendnents to contracts for such assistance, $136, 000,000, to
remain available until Septenber 30, 2013: Provided, That, of the anpunt provided under this heading, $87,100,000 shall be for
amendnents to or renewal of tenant-based assistance contracts entered into prior to fiscal year 2006 (only one amendnent is authorized
for any such contract): Provided further, That all tenant-based assistance nade avail abl e under this headi ng shall continue to renmin
avai l able only to persons with disabilities: Provided further, That the Secretary nay waive the provisions of section 811 governing
the terns and conditions of project rental assistance and tenant-based assistance: Provided further, That up to 10 percent of the
funds nmade avail abl e under this heading may be transferred to the account under the headi ng "Housing for Persons with Disabilities"
for new project awards.

Expl anati on of Changes

The 2010 President’s Budget proposes a separate appropriations account for Housing for Persons with Disabilities--Contract Renewal s
and Anendnents. In previous years, this activity has been funded through as a set-aside in the Housing for Persons with Disabilities
program appropri ation.
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Housing for Persons Wth Disabilities--Contract Renewal s and Arendnents

Budget Activity

Di sabl ed PRAC Renewal / Anendnment

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Tot al
Suppl enment al / Appr oved 2008
2008 Enact ed Resci ssi on Repr ogr amm ngs Transfers Carryover Resour ces

Pl H Arendrent / Renewal of Mi nstream

Vouchers .......... ... ... .......
Total ......... ... ... ... .. ...,
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Housing for Persons Wth Disabilities--Contract Renewal s and Arendnents

HOUSI NG
HOUSI NG FOR PERSONS W TH DI SABI LI Tl ES- - CONTRACT RENEWALS AND ANMENDMENTS
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enental / Total 2009
Budget Activity Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces

Di sabl ed PRAC Renewal / Amendment .. ...
PIH Arendnent / Renewal of Mai nstream

Vouchers ......... ... ... . . ..

Total ... ... ... ..
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HOUSI NG
HOUSI NG COUNSELI NG ASSI STANCE
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

Enact ed/ Suppl enent al / Tot al
HOUSI NG COUNSELI NG ASSI STANCE Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................
2009 Appropri ation/ Request ........ $65, 000 C . $65, 000 $2, 000 C
2010 Request ............. ... 100, 000 $63, 000 el 163, 000 73, 000 $59, 000
Program | nprovenents/ Offsets ...... +35, 000 +63, 000 S +98, 000 +71, 000 +59, 000

Until fiscal year 2009, the Housing Counseling Assistance program had been funded as a set-aside in the HOVE | nvest nent Partnerships
program and obligations and outlays fromthese years are reflected in the HOVE | nvestment Partnerships program account.

Summary St at enent

The Departnment requests $100 million of fiscal year 2010 funding for the Housing Counseling Assistance program The requested funding
is a $35 mllion (54 percent) increase fromthe enacted fiscal year 2009 appropriation of $65 mllion. The significant increase in
appropriations i s necessary to provide assi stance to the record nunber of homeowners at risk of foreclosure, as well as to counsel new
borrowers preparing to purchase homes. HUD recognizes that the demand for housi ng counseling, as described in this justification,
exceeds the | evel of services that would be supported by this requested funding |evel.

The Housi ng Counsel i ng Assistance programrepresents one of the nbst cost-effective ways to assist the thousands of househol ds

nati onwi de facing nort gage delinquency and forecl osure. HUD approved and funded housi ng counselors apply their skills and expertise
so that loss mitigation, and other tools and strategies are available to affected households to help themnodify their |oans

refi nance, or otherw se escape high interest rates, hidden costs, prepaynent penalties, and other often predatory practices. Wile
conbating the foreclosure crisis has to be a priority for the Federal government and this Budget request, it is essential to stil
adequat ely fund pre-purchase, rental, reverse nortgage and ot her types of housing counseling. This proposed appropriation is an
investnment in preventing future defaults and foreclosures, producing nortgage ready homebuyers, and hel pi ng househol ds that have been
displaced fromtheir housing as a result of the foreclosure crisis.

The programis far-reaching effect inmpacts nunerous Departnental progranms and Presidential priorities, and provides a key solution to
the honme finance difficulties currently facing this country. Gants awarded through these appropriations will be conpeted in late
fiscal year 2010, serving as nmany as 571,000 |l ow to noderate-income individuals and fanilies, and training over 7,000 counselors,
during fiscal year 2011. This increased funding request is a smart investment, the returns on which will be manifold and neasured in
the approximate 70, 000 househol ds for whom forecl osure was prevented, and the approxi mately 500,000 househol ds ot herwi se hel ped with
meeting their housing needs. This program admnistered by the Ofice of Housing, is the only dedicated source of Federal funding for
the full spectrumof housing counseling services.

O critical inportance, housing counseling agencies also help qualify and prepare households for the various Federal, State and |ocal
foreclosure prevention assistance prograns now avail able. This role nakes counseling agencies a key factor in making the forecl osure
prevention progranms successful. For exanple, Housing Counseling is crucial to the efficacy of the Making Hones Affordable (VHA),
program announced by the Adm nistration in March 2009. The MHA programis part of President Cbhama’'s broad, conprehensive strategy to
get the econony and the housing nmarket back on track. The plan potentially could help up to 9 million famlies restructure or



Housi ng Counsel i ng Assi st ance

refi nance their nortgages to avoid foreclosure. Housing counselors w Il hel p househol ds access these resources by evaluating their
eligibility and preparing the necessary docunmentation for nortgage servicers. Mreover, housing counseling is required for borrowers
who are eligible for a loan nodification, but have high debt to incone ratios. However, no housing counseling funding was appropriated
in conjunction with MHA. Housing Counseling is also a requirenment for househol ds assi sted through the $5.92 billion Nei ghborhood
Stabilization Program (NSP) to hel p state and |ocal governments purchase, rehab and sell foreclosed property. Failure to adequately
fund housi ng counseling could result in these anbiti ous Federal programs not realizing their full potential, and a vast nunber of

fam lies, who otherw se coul d be assisted, unable to access these resources and therefore susceptible to foreclosure.

The Transformation Initiative, discussed as a separate Congressional Justification, 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 the Housing Counseling Assistance programw || be transferred to the Transformation Initiative account to undertake
research, demonstrations, technical assistance, and technology inprovenents. Wthin 30 days of enactnent, the Secretary will provide
a detailed Operating Plan to the Committees on Appropriations with the specified activities that will be undertaken toward achieving
transformation at HUD. An exanple of a denobnstration project that could be undertaken with Transformation Initiative funding with
respect to the Housing Counseling Assistance account is a Housing and Econom c Recovery Act (HERA) of 2008-mandat ed denobnstration to
measure the inpact of requiring pre-purchase counseling for certain homebuyers. The Transformation Initiative can provide the
necessary funding to answer this |ong-standing question about the nerits and size of inpact of pre-purchase housi ng counseling at
reduci ng defaults and del i nquenci es.

Conbati ng Mortgage Fraud and Fair Lending Abuse

During the current nortgage crisis, housing counselors have met with many clients that they suspect nmay have been victinms of nortgage
fraud or fair lending abuse. However, the housing counseling industry does not have a standardized set of tools to identify potential
cases of nortgage fraud and does not have easy access to i nformation regarding where to refer clients to report potential fraud. In

order to make housi ng counseling services a nore integral part of the Admnistration's efforts to conbat nortgage fraud and fair

| endi ng abuse, HUD estinates that as nuch as $2 million of the proposed appropriation will be spent on supplenmenting traditional pre-
purchase and default counseling with a thorough | oan docunent review designed to identify potential cases of nortgage fraud and fair

I endi ng abuse for referral and investigation. Ei ght thousand househol ds would be served with this investnent.

Specifically, with this funding housi ng counselors woul d offer a new service, which would be to review specific | oan docunents, for
exanpl e the Good Faith Estimate (GFE) and HUD- 1, of clients seeking default counseling as well as for clients that are about to buy a
home and want to avoid potential nortgage fraud or fair |endi ng abuse. Housing counselors would use a standard protocol with the
purpose of identifying potential cases of nortgage fraud and fair | ending abuse and would refer these cases to an organization or
organi zati ons, which are qualified and dedi cated, and contracted by HUD, to do intensive fair |Iending and nortgage fraud anal ysis and
foll owup. These | oan review services woul d be offered free to consunmers and be avail abl e on demand. This approach solves the

probl em of counsel ors not knowi ng where to turn to for assistance with these types of case. Flagged cases could be referred to an
organi zation with capacity to do the necessary analysis and foll ow up.

Program Description and Activities

The Housi ng Counsel i ng Assistance program supports the delivery of a wide variety of housing counseling services to potential
honmebuyers, honmeowners, |ow to noderate-inconme renters, and the homel ess. Counsel ors provi de gui dance and advice to help famlies
and individuals inprove their housing conditions and choices, and neet the responsibilities of tenancy and homeowner shi p. These
activities assist the Department in achieving its strategic goals by increasing homeownershi p opportunities, pronoting decent

af fordabl e housi ng, strengtheni ng communities, and ensuring equal opportunity in housing. Section 106(a)(2) of the Housing and Urban
Devel opnent Act of 1968 (12 U. S.C. 1701(x)) provides HUD with the | egislative authority to provide housi ng counseling services
directly or through private or public organizations with special conpetence and know edge in counseling |ow and noderate-incone

fam lies.



Housi ng Counsel i ng Assi st ance

Forecl osure Tsunam

Whil e foreclosures reached crisis levels in 2008, experts predict the housing crisis will continue and will remain a daunting
chal l enge. The economic crisis and related job | osses the country is experiencing, and the decline in home values resulting in
mllions of borrowers being “underwater,” or owing more than their homes are worth, is resulting in record nunbers of househol ds
facing foreclosure, unable to sell their homes or refinance. According to the HOPE NOWAIIliance, there were 217,000 foreclosure
starts in January, 2009, a higher total than for any nmonth in 2008. According to Nei ghborWrks Anerica, as nany as 8 mllion
homeowners are expected to face foreclosure through 2012. The Treasury Departnment estimates that 9 million households will benefit
fromthe Maki ng Home Affordable |oan nodification and refinancing progranms, which run through 2012. The nost likely to need housing
counseling are the four mllion househol ds Treasury estinates will benefit fromthe |oan nodification program which is designed to
assi st households already in default or at immnent risk of default. |In fact, housing counseling is required for program participants
with debt to inconme ratios higher than 55 percent. This is smart policy to help ensure that househol ds that have hi gh debt in
addition to their nortgages will be able to sustain homeownershi p; however, the demand on counseling agencies will be enornous

Current funding levels, including the $360 nmillion appropriated in 2008 to Nei ghbor Wrks Anmerica for the National Foreclosure
Mtigation Counseling (NFMC) Program are inadequate to nmeet this denand. While at the begi nning of 2009 more than $200 mllion of
the NFMC funds were still avail able, at $500 session, for counseling in conjunction with the Making Home Affordable Program these
funds will cover only approxinmately 400, 000-500, 000 counseling sessions, a small portion of the approximately 4 million borrowers that
will be eligible for | oan nodification through the MHA Program

Housi ng Counseling programactivity data reflect the rapidly grow ng percentage of the Housi ng Counseling appropriation that is being
consuned by foreclosure prevention counseling. For fiscal year 2008, counseling agencies in HUD's Housing Counsel ing programreport
havi ng provi ded nortgage del i nquency and default resolution counseling to approximately 708, 000 househol ds, using both HUD and non- HUD
housi ng counseling funds. This level represents nearly 40 percent of all counseling session types provided by agencies participating
in the program By contrast, in fiscal year 2007, counseling agencies in HUD s Housi ng Counsel ing program provided nortgage

del i nquency and default resolution counseling to 265,000 households, or 15.7 percent of all activity. For 2009-2012, foreclosure
prevention counseling could represent the majority of the services provided by agencies in the program

HUD estimates that as nmuch as $28.3 million of the proposed appropriation will be spent on default counseling, serving approximtely

71,000 househol ds at a cost of $400 per household. Thousands of additional households will receive default counseling from HUD
approved housing counseling agenci es because of the |everaged funds agencies are able to secure as a result of the significant
investnment by the Federal governnent, including servicer funded counseling. This enphasis on default counseling will help counter the

foreclosure rates, which are reaching critical levels

Conbati ng Rescue Scans

According to the FBI, the decline in the housing market has created an ideal climate for predators in the form of nortgage rescue
scams. Households at risk of foreclosure are increasingly desperate for help. The so-called nortgage rescue conpanies use sinple
nmessages in ads to lure homeowners facing foreclosure or other financial difficulties. They may inply they are associated wi th HUD
the Federal Housing Administration (FHA), and other reputable organizations to gain the honmeowner’s trust, personal information and
money. Sufficient funds are necessary to ensure that desperate famlies can turn to a reputable HUD approved counsel ing agency for
assi stance instead of conpounding their problens by bei ng duped by a rescue scam
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Pre- Pur chase and Rental Counseling Still Critica

To bring hone price stability to |l ocal real estate markets, and break the cycle of foreclosures, the Government needs to focus sone
resources on prograns that will help homebuyers purchase the excess supply of vacant properties. Pre-purchase counseling services
woul d be the best way to prepare fanmilies to purchase these hones. Pre-purchase counseling is critical to help get homebuyers into the
growi ng inventory of foreclosed properties and ot her properties that remain on the market for |long periods of time. Wth hone prices
and interest rates low, it is an excellent tine for first-time honmebuyers. Mreover, billions are being invested to help local and
state governnents buy, rehab and sell foreclosed property. The Nei ghborhood Stabilization Program (NSP) actually requires ei ght hours
of honebuyer education for househol ds assisted through NSP. The proposed Housi ng Counsel ing funding could support those and other
efforts to sell forecl osed and other properties, and help generate demand for home purchases, which is critical to stabilizing

nei ghborhoods and so desperately needed right now

If anything has been | earned during this crisis, it is that many famlies sinply do not understand the conpl ex honmebuyi ng process
Many have no sense of how much home they can afford, what types of financing make the nost sense for them or how to inprove their
credit. A large portion of the American popul ati on |acks basic financial literacy. The crisis has created a | evel of awareness
about the risks of making uninformed home financing decisions and, frankly, presents an incredi ble opportunity for the government to
fully fund pre-purchase counseling services that are designed to prepare famlies for homeownership

Housi ng counsel ors arm honebuyers with the informati on they need to make smart choi ces regar di ng honeownershi p. Pre-purchase housing
counseling is one of the nbst cost effective ways to educate individuals and armthemw th the know edge they need to avoid
unnecessarily high interest rates and predatory practices that can result in foreclosure. |In their 2001 study entitled A Little
Knowl edge is a Good Thing: Enpirical Evidence of the Effectiveness of Pre-Purchase Homeowner shi p Counseling, Hirad and Zorn concl uded
that one-on-one counseling provided to first-time homebuyers can reduce deli nquency by as nuch as 34 percent.

Thi s Budget request supports innovative and aggressive efforts to educate individuals in identifying and avoi ding predatory | ending.
Housi ng counseling hel ps ensure that individuals making the transition to homeownership are not taken advantage of by unscrupul ous

| enders. Many of the homeowners currently victinm zed by exotic subprime | oans were sinply unaware of |ess expensive and safer options
such as FHA i nsured nortgages, for which they could qualify. Inadequate funding of the program could result in homebuyers conti nui ng
to make suboptimal choices regardi ng financing products and options. As part of the fall-out fromthe crisis, it has becone clear
that a nunmber of fanilies were defrauded by some party to the real estate or home financi ng transaction. These people often need

| egal expertise, which often cones fromlawers who work in conjunction with counseling agencies. The HUD network today incl udes sone
agenci es who specialize in this type of service and sonme that partner with Legal Ai d-type organizations to assist famlies who have
fallen prey to predatory practices.

For fiscal year 2008, pre-purchase honmebuyer counseling and honebuyer education conprised approxi mately 14 percent and approxinately
10 percent, respectively, of total activities reported by agencies participating in the program HUD estimates that as nmuch as
$10.15 mllion of the proposed appropriation will be spent on pre-purchase counseling, serving approximately 41,000 households. HUD
estimates that as nuch as $7.25 million of the proposed appropriation will be spent on honebuyer education, serving approxinately
104, 000 househol ds. Of these totals, approximately 68,000 of the households assisted will be mnorities. |n 2008, 47 percent of al
househol ds counsel ed were minorities.

Rent al counseling is also critical during the current foreclosure crisis. Many households are transitioning from honmeownership to the
rental market, or are being forced to find new rental housing. Gven the depth of the economic crisis, nmany fanilies sinmply will not
be in a position to retain homeownership. The foreclosure crisis is also affecting many | andlords, so with increasing frequency
tenants are finding thenselves being forced to nove and |ocate new rental housing. Those who have been affected by poor economc
conditi ons, who have suffered job | osses, and whose source of income is no |longer sufficient to nmake even nini nal nortgage paynments
will need alternative housing. Therefore, the larger Housing Plan nust address this broader problemand offer solutions that wl

help famlies transition gracefully fromone type of housing arrangement to another. A clear soci oecononic objective will be to keep
famlies in their communities, where they have access to soci al support networks, health care, jobs, and where their children attend
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school. One of the best forms of assistance that could bol ster any other governnent prograns and efforts designed to address this
| arger social goal is rental counseling. Housi ng counsel ors traditionally provide housing “search” services, helping famlies find
and access affordable rental housing and or rental assistance. This type of service will continue to be critical and nust be funded.

For fiscal year 2008, rental counseling conprised approxi mately 16 percent of total activities reported by agencies participating in
the program HUD estimates that as much as $11.6 mllion of the proposed appropriation will be spent on rental counseling, serving
approxi mat el y 58,000 househol ds.

The following chart denonstrates the prominent role that pre-purchases, rental and other fornms of counseling and education play in the

Program

FY 2008 Housing Counseling Activity -
HUD-Approved Agencies

Other Education
11%6 FPre-Purchase
Homebuyer Counseling

13%%

Default Education
1%

Homebuyer Education
10%

Homeless Counseling
3%

Foreclosure Prevention
Counseling
a27%

Rental Counseling
16%

HECKM Counseling
ELT Mon-Delinguency Post-
Purchase Counseling
5%

Denand for Housi ng Counseling At All-Tinme High

The demand for housing counseling services is at an all-tine high, due in large part to the state of the econony and housi ng market .
Moreover, counseling services are also increasingly being required for Federal, State and |local assistance. For exanple, both the
Nei ghborhood Stabilization program (NSP) and Maki ng Home Affordabl e Program (MHA), two najor pieces of President Ghama’s strategy to
address the housing crisis and the econom ¢ downturn, contain housing counseling requirements. Counseling is also statutorily
required for FHA's Home Equity Conversion Mortgage (HECM. Many state and | ocal governments requi re honmebuyer education and/ or
counsel ing for recipients of downpaynment assistance, for exanple through the HOVE | nvestment Partnerships program
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Support FHA

The proposed budget will strongly support the FHA, which is experiencing a surge in business, due to the overall contraction in the
nort gage market. Housing counseling plays a critical role by hel ping borrowers | earn about the benefits, including | ow costs and
safety, of FHA's nortgage insurance products. As a result, housing counselors can hel p borrowers avoid nore expensi ve and ri ski er
financing options or help themrefinance into safer and nore affordabl e nort gages. Housing counseling will al so hel p ensure the
successful perfornance of FHA-insured | oans, once again a major portion of the U.S. nortgage market, and help ensure the long term
health of the FHA insurance funds. Housing counseling assistance is also particularly critical as FHA's Hone Equity Conversion

Mort gage (HECM becones i ncreasing popul ar for seniors interested in access to equity for health care needs, hone repairs, and other
emergencies. HECMs are also a significant forecl osure prevention tool for seniors that have experienced drastic and unexpected | osses
inretirenment savings. One of the best forns of foreclosure prevention available to seniors who are struggling to nake their nortgage
payments is to pay off an existing lien against the property with a reverse nortgage. To be eligible for FHA s Home Equity Conversion
Mort gage (HECM), borrowers are required by statute to conplete reverse nortgage counseling.
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HOUSI NG
HOUSI NG COUNSELI NG ASSI STANCE
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 Into 2008 Resour ces ol i gati ons Request Into 2009 Resour ces Request
New Appropriation ..... e e e e $65, 000 e $65, 000 $100, 000
Total ............... . . . . 65, 000 . 65, 000 100, 000
2008 2009 2010
FTE Act ual Estimate Estinate
Headquarters ........ 9 9 9
Field ............... 89 97 97
Total ............. 98 106 106
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HOUSI NG
HOUSI NG COUNSELI NG ASSI STANCE
Program Of f sets
(Dol lars in Thousands)

New Appropriation Anount
2008 ApPropriati ON ... .. ..
2009 Appropriati on/ ReEQUEST . ... i $65, 000
2000 ReQUESt ..o 100, 000
Program I nprovement s/ Of fSet s .. ... . e +35, 000

Proposed Acti ons

Housi ng Counseling Gants

The great majority of the fiscal year 2010 requested funds, $89.5 million, are expected to be distributed conpetitively to National
and Regional Internediaries, Local Housing Counseling Agencies, multi-state agencies, and State Housi ng Finance Agencies to support
the direct provision of housing counseling and education services, including pre-purchase, foreclosure prevention, and reverse

nort gage counsel ing. These funds are allocated through an annual conpetition to applicants that nmeet eligibility requirements based on
capacity, need, soundness of approach, |everaging resources, and program evaluation. At the beginning of fiscal year 2009,

approxi mately $47 mllion of fiscal year 2008 appropriations was awarded to approxi mately 400 groups nationally, including 21 HUD
approved nati onal and regional intermediaries. Internediaries provide and manage sub-grants to networks of affiliated | ocal comunity-
based housi ng counseling agencies, to which they also provide training and technical assistance.

Housi ng Counseling Activities Esti mated Distribution
(in nmillions)
Pr e- Pur chase Homebuyi ng $10. 2
Forecl osure Prevention $28. 3
Non- del i nquency Post - Purchase $ 3.6
HECM $15. 0
Rent al $11. 6
Honel ess $21
Homebuyer s $7.3
Def aul t $ 1.5
O her Educati on $7.9
Loan Docunent Review $20
TOTAL $89. 5
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Mil ti-year Awarding of Fundi ng

As in fiscal year 2009, the Housing Counseling Assistance programwants to continue its authority to award fiscal year 2010 funds as
multi year awards to high-perforning agenci es, based on availability of sufficient funds fromfuture appropriations. O the

$100 million requested for fiscal year 2010, up to 20 percent would support the first year of conpetitive 2-year awards that would be
made to hi gh-perform ng housing counseling agenci es and housi ng counseling training providers. The subsequent year would be funded
through the fiscal year 2011 appropriati ons, but would be awarded i n accordance with the conpetitive requirenents of the fiscal year
2010 Notice of Funding Availability (NOFA). Future years would work simlarly. To qualify for this funding, organi zations nust have
an excellent performance rating in their nost recent performance review, and score 90 or above on their 2010 NOFA application. This
initiative would allow grantees to conduct |onger-term strategic planning, |everage resources nore effectively, and reduce the cost to
HUD of adm ni stering the program

Reverse Mrtgage Counseli ng

Approxi mately $15 mllion of the $89.5 mllion being conpeted for direct counseling provision will be used to support reverse nortgage
counsel ing. Reverse nortgages, |like FHA’s Hone Equity Conversion Mortgage (HECM, hel p elderly homeowners convert equity in their
homes into income that can be used to pay for hone inprovenents, nedical costs, or other living expenses. By allow ng elderly
Americans to tap into the equity in their homes, HECMs and ot her reverse nortgage | oans help ensure that senior Anmericans have
sufficient resources to live out their lives with dignity. They also reduce the likelihood that these seniors will need to rely on
public assistance as they age

For HECM reci pients, counseling is required by statute. The $15 nmillion for reverse nortgage counseling is necessary in order to
ensure that a sufficient supply of reverse nortgage counseling is available to neet that statutory requirement. During fiscal year
2007, many agencies stopped providing reverse nortgage counseling m d-year because they ran out of funding. The result was that

el derly individuals could not close on their HECM nortgages, denying them additional incone to neet housing, nedical, and other
expenses. State law, for exanple, in California, also mandates reverse nortgage counseling. Failure to sufficiently fund reverse
nort gage counseling will deny thousands of seniors the critical counseling they need in order to secure a safe and affordabl e reverse
nort gage, and |eave them vul nerable to predatory |lenders, annuity sales pitches, and other aggressive guidance that may not be in
their best interest.

One of the best forns of foreclosure prevention available to seniors who are struggling to make their nortgage paynments is to pay off
an existing lien against the property with a reverse nortgage. Because the reverse nortgage product does not require | enders to

credit qualify the borrowers, seniors with little income and/ or poor credit scores (due to m ssed nortgage paynents) would still be
eligible. Mre inportantly, the reverse nortgage requires no repaynment until the borrower | eaves the home. AARP has been advocati ng
and pronoting the use of reverse nortgages to assist seniors in need as well. Wile HECM counseling services are nmandated by | aw,

funding for reverse nortgage counseling has al ways been inadequate

Wth the rapid decline in the stock market, ol der Americans are becomi ng increasingly desperate as they | ook for income sources to
support themin their retirenment years. Consequently, the denand for HECM |l oans is rising dramatically. |In fiscal year 2003,

nati onwi de HECM endorsenents total ed slightly over 18,000 loans. |In fiscal year 2008, HECM endorsenents reached over 112, 000 | oans.
For fiscal year 2010, HUD estimates over 121,000 HECM endorsenments wi |l occur. Several |egislative changes to the HECM program wi | |
increase the demand for reverse nortgages. For exanple, in 2009, the national loan linmt for HECMs was rai sed from $362,790 to

$625, 500, making a HECM practical for a larger portion of the popul ati on, including high cost areas. Additionally, HERA contained a
HECM for Purchase provision, new authority allowi ng seniors to purchase a home and obtain a HECM | oan in a single transaction. These
changes will increase the demand for reverse nortgages
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Based on current trends the total cost of HECM counseling nationw de could exceed $30 nillion in fiscal year 2011. Thi s Budget
requests only a portion of that projected total, with the anticipated bal ance to be paid with fees charged to consunmers. Notably, HERA
al so prohibited all lender funding of reverse nortgage counseling, elimnating a prinmary source of funding for this required
counsel i ng.

Trai ni ng

Thi s Budget request continues to support training for housing counselors working for HUD approved Housing Counsel i ng Agencies in order
to standardi ze and continue inproving the quality of housing counseling provided. Approximtely $8 mllion of the proposed budget

wi Il support this competitive training initiative, making quality training accessible and affordable to the 7,100 counselors fromthe
approxi mately 2, 600 HUD approved agencies. This budget request represents a $3 million increase in the training budget as conpared to
the fiscal year 2009 request. This increase is justified by the necessity to ensure that counselors are prepared to deliver the high
qual ity and sophisticated counseling services, such as default and HECM counsel i ng, demanded nationw de. Also justifying this
increase in training funds is the requirenent in the Housi ng and Econoni ¢ Recovery Act (HERA) of 2008 that all HECM counsel ors neet
qual i fication standards. To neet this requirement, HUD is publishing a HECM counseling roster rule which will require all reverse
nort gage counselors in the programto pass an examevery 3 years, and denonstrate the receipt of ongoing training. This investnent in
training will help ensure that the reverse nortgage counseling services available through the Program are provi ded by know edgeabl e
and skilled counselors that are trained to provide high quality services that help protect the interests of elderly househol ds
Moreover, the |oan docunent review role for counselors proposed in this justification is not currently widely perfornmed by housi ng
counsel ors in the Program To add this service to pre-purchase and/or foreclosure prevention counseling, counsel ors would need
extensive training to learn how to carefully exam ne |oan docunentation and identify potential indicators of nortgage fraud and fair

| endi ng abuse. The Departnent would contract with, or grant to, a qualified entity or entities to provide this necessary training

and nake it affordable (preferably free) and accessi ble to housi ng counsel ors

Contract Expenses

The fiscal year 2009 Appropriations Act allows up to $2 million of the funds appropriated for adm nistrative contract services. The
fiscal year 2010 Budget requests $2.5 mllion for admnistrative contract services, which will strengthen the programby allow ng the
funding of activities HUD is currently unable to fund that would inprove and streamnmline internal processes and controls, and inprove
the quality and inpact of counseling services. Currently, the appropriations |anguage permts the direct provision of counseling
services and training. Wthout broader contract authority, HUD has limted flexibility to creatively address, through the Housi ng
Counsel i ng Assistance program critical and tinely issues facing the nation, such as nortgage fraud and fair | ending abuse. Contract
authority and funding would allow tinmely production of itens, such as revised handbooks, as well as innovative activities, such as
expert nortgage fraud and fair |ending anal ysis; devel oping standards for internet and other forns of counseling; targeted nmarketing
and outreach, for exanple to disaster victins; and supporting Presidential initiatives such as the Making Hone Affordable program

For exanpl e, proposed contract authority could be used to procure expert nortgage abuse and fair | ending analysis and foll ow up
services, providing counselors in the programwth a centralized place to refer suspected cases of nortgage fraud and fair |ending
abuse, a centralized place to find information, training and techni cal assistance regardi ng nortgage fraud and fair |ending abuse, and
the resources to have experts thoroughly investigate those cases.
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HOUSI NG

HOUSI NG COUNSELI NG ASSI STANCE
Per f ormance Measurenent Tabl e

Program Nanme: HOUSI NG COUNSELI NG ASSI STANCE

Program M ssi on:

services to potential honebuyers, homeowners

, low to noderate-incone renters,

The Housi ng Counsel i ng Assistance program supports the delivery of a wide variety of housing counseling
and the honel ess.

Data Sources Per f ormance Report Per f ormance Pl an

Per f ormance | ndi cators 2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
At | east 70 percent of clients receiving Housi ng Counsel i ng At | east 71.4 percent. At | east At | east
rental or honel ess counseling either find Agency FY Activity 70 percent. 70 percent. 70 percent.
suitabl e housing or receive social service |[Reports (HUD 9902)
assi stance to inprove their housing
situati on.
At | east 40 percent of clients receiving Housi ng Counsel i ng At | east 45.5 percent. At | east At | east
pre- purchase counseling will purchase a Agency FY Activity 30 percent. 40 percent. 40 percent.
home or become nortgage-ready within Reports (HUD 9902)
90 days.
Mnority clients are at |east 45 percent Housi ng Counsel i ng At | east 45.7 percent At | east At | east
of total clients receiving housing Agency FY Activity 50 percent. 45 percent. 45 percent.
counsel i ng. Reports (HUD 9902)
More than 90 percent of total nortgagors Housi ng Counsel i ng More than 96. 6 percent More than More than
seeking help with resolving or preventing Agency FY Activity 80 percent. 90 percent. 90 percent.
nort gage deli nquency, conpleting Reports (HUD 9902)
counsel ing, and for whom an outcone is
known, will successfully avoid
f orecl osure.
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Expl anati on Of | ndi cators

At least 70 percent of clients receiving rental or honel ess counseling either find suitable housing or receive social service

assi stance to inprove their housing situation. The Departnment is placing nore enphasis on Housing Counseling, including counseling
for honeless clients and fam |lies seeking affordable rental housing. The fiscal year 2010 performance goal is to ensure that at |east
70 percent of clients receiving rental or honeless counseling find suitable housing or receive social service assistance to inprove
their housing situation. |In fiscal year 2008, nore than 71 percent of clients receiving rental or honel ess counseling will have
either found suitable housing or received social service assistance to inprove their housing situation

At | east 40 percent of clients receiving pre-purchase counseling will purchase a hone or becone nortgage-ready within 90 days. HUD
continues to enphasize the critical role of counseling in the honmebuyi ng process. The fiscal year 2010 goal is to ensure that at

| east 40 percent of clients receiving pre-purchase counseling achieve the outcome goal of purchasing a hone or beconm ng nortgage-ready
within 90 days. In fiscal year 2008, 45.5 percent of clients receiving pre-purchase counseling from HUD-approved agencies purchased a
home or becanme nortgage-ready within 90 days. Wth increased training and outreach and continuous efforts to inprove efficiency and
effecti veness there is no reason to anticipate a decrease in program performance.

Mnority clients are at | east 45 percent of total clients receiving housi ng counseling. The Housi ng Counseling programis an integra
part of achieving the outconme of helping to increase the minority homeownership rate. The fiscal year 2010 goal is to ensure that
mnority clients are at | east 45 percent of total clients receiving HUD funded housing counseling. |In fiscal year 2008, 45.7 percent
of all clients receiving counseling from HUD approved housing counseling agencies were mnorities. HUD expects to inprove this figure
through incentives in the Notice of Funding Availability for outreach by counseling agencies targeting mnority comunities

More than 90 percent of total nortgagors seeking help with resol ving or preventing nortgage delinquency conpleting counseling and for
whom outcone is known, will successfully avoid foreclosure. dients tracked through this indicator include homeowners wth nortgages
who are at risk of default, or have already defaulted, and are seeking assistance in order to renmain in their home and neet the
responsibilities of homeownership. By limting delinquency and forecl osure, default counseling is a cost-effective way to reduce
FHA' s exposure to risk while contributing to the growh and stability of famlies and communiti es across the country. The fiscal year
2010 goal is to ensure that nore than 90 percent of total nortgagors seeking help with resolving or preventing nortgage delinquencies
who conpl ete counseling and for whom an outcone i s known, successfully avoid foreclosure. |In fiscal year 2008, 96.6 percent of tota
nort gagors seeking help with resolving or preventing nortgage delinquency, and who conpl eted counseling and for whom an outcone is
known, successfully avoi ded forecl osure
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HOUSI NG
HOUSI NG COUNSELI NG ASSI STANCE
Proposed Appropriations Language

The 2010 President’s budget includes proposed appropriations |anguage |listed and explained below New | anguage is italicized and
under | i ned.

For contracts, grants, and other assistance, excluding |oans, as authorized under section 106 of the Housing and U ban Devel opnent Act
of 1968, as anended, [ $65,000,000] $100, 000,000, including up to [$2,000, 000] $2,500,000 for admi nistrative contract services, to
remain available until Septenber 30, [2010] 2011: Provided, That funds shall be used for: providing counseling and advice to tenants
and honeowners, both current and prospective, with respect to property maintenance, financial management/literacy, and such other
matters as nmay be appropriate to assist themin inproving their housing conditions, nmeeting their financial needs, and fulfilling the
responsibilities of tenancy or homeownershi p; for program adm nistration; and for housing counselor trai ning. (Departnment of Housing
and Urban Devel opnent Appropriations Act, 2009)

Expl anati on of Proposa

Authority is proposed to make available up to $2,500,000 for admi nistrati ve support necessary to i nprove the managenent of the Housing
Counsel i ng program and enabl e the programto respond nore ninbly to ever-evol ving needs
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HOUSI NG
HOUSI NG COUNSELI NG ASSI STANCE
Crosswal k of 2008 Availability
(Dol lars i n 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
New Appropriation ...................
Total ... ... ...
NOTE: In fiscal year 2008, the Housi ng Counseling Assistance programwas funded as a set-aside in the HOME | nvestment Partnerships

program and obligations and outlays from previous years are reflected in the HOVE program account.

1-14



Housi ng Counsel i ng Assi st ance

Budget Activity

New Appropriation ...................
Total ....... . .. ..

HOUSI NG
HOUSI NG COUNSELI NG ASSI STANCE
Crosswal k of 2009 Availability
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enent al / Total 2009
Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$65, 000 $65, 000 e e $65, 000
65, 000 65, 000 65, 000
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MANUFACTURED HQOUSI NG STANDARDS PROGRAM
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

MANUFACTURED HOUSI NG STANDARDS Enact ed/ Suppl enment al / Tot a

PROGRAM Request Carryover Resci ssi on Resour ces Obl i gations Qutl ays

2008 Appropriation ................ $5, 707 $3, 322 . $9, 029 $6, 564 $6, 671

2009 Appropriati on/ Request ........ 16, 000 2,465 .. 18, 465 15, 400 16, 000

2010 Request ..............oiiii... 16, 000 3, 065 e 19, 065 16, 000 16, 000
Program | nprovenment s/ Offsets ...... .. +600 .. +600 +600

NOTE: In fiscal year 2008, $16 mllion was appropri ated, however, due to decreased industry production and the progranis budgetary

inability to inplement the new installation and dispute resol ution prograns, only $5.7 mllion in fees were collected and
avai | abl e (plus carryover) to fund the program The fiscal year 2008 carryover includes $115 t housand of actual recaptures

Summary St at enent

The budget proposes $16 million for Manufactured Housing for fiscal year 2010. Prior to fiscal year 2009, the program office was
funded solely by certification |label fees collected frommnufacturers for each transportabl e unit of nanufactured housing produced.
Due to both severe annual declines in industry production since 2000 and new statutory responsibilities for installation and di spute
resol ution, Congress provided a first-tine direct appropriation of $5.4 mllion in fiscal year 2009 to help the programneet its

$16 mllion appropriation. Wile industry production is expected to reach historically |low levels in fiscal year 2010, the program
office’s responsibilities for manufactured honme constructi on and safety, installation and di spute resolution will remai n unchanged
Therefore, the programoffice is requesting a direct appropriation of $9 mllion to supplenent projected HUD certification |abel fees
of approximately $4 mllion. The request is based on an increase of the per unit | abel fee from$39 to approxi mtely $49 for each
transportable unit in order to raise approximately $4 mllion at projected rates of production. The request of $7 mllion also
includes $3 million in user fee income collected fromthe dispute resolution and installation prograns.

Thi s conbi ned budget of direct appropriations, certification |abel fees and user fees will allowthe programoffice to adm ni ster the
construction and safety, installation and dispute resolution prograns, and will noderate the increase in the | abel fee necessitated by
reduced production rates. The Budget wi |l also support the transformation of the program office's enforcement approach from one based
on i nspection for defects to one based on the elimnation of defects through quality control
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The following table reflects an estimate of the use of the $16 million. However, the table is for illustrative purposes only. Actual
expendi tures may deviate fromthese anpbunts.

Cost Categories for Federal Manufactured Housi ng Program FY 2009 Budget Request

Payment s t 0 Stat ©S. ... ...t e $3.700 mllion

Sal Al BS. o 1.600 mllion

Contract for Mnitoring Primary Inspection Agencies and States. 3.150 mllion

Contract for Consensus Conmittee Admi nistering O ganization.... 0.200 mllion

Contract for Installation Inspection and Enforcement.......... 4.700 mllion

Contract for Dispute Resolution Enforcement.................... 1.650 mllion

O her Contracts. ... ... e e 1.000 mllion
Total .. 16.000 mllion

Manuf act ured Housi ng Standards Program

Manuf actured housing is a critical elenent in the nation’s supply of affordable housing. There are approximately 8 mllion

manufactured homes in the United States. |n 2008, over 82,000 hormes were produced on over 160 production |ines throughout the United
States. The Federal Manufactured Housing Programis responsible for maintaining a library of designs of all manufactured homes built
in the past 35 years and still in use, along with the oversight of the design and construction of all manufactured housing (nobile

homes) in the United States. The programis also responsible for regulating manufactured housing installation in the 17 states that
have no installation program estinmated to be over 8,000 homes in primarily rural states. The program al so provi des dispute
resolution services in the 23 states that have no di spute resolution program These are both rural and densely popul ated states with
over 26,000 honmes. The programis admnistered fromthe Departnment’s Headquarters with no Field Ofice staff support. The requested
fiscal year 2010 Budget will allow the programoffice to continue nonitoring the performance of nanufacturers through oversight of the
16 primary inspection agencies and 38 state administrative agencies. The funds will also allow the programoffice to continue the
transformation of its enforcenent efforts to enphasi ze quality control as the best way to elim nate defects and i mm nent safety
hazards in manufactured housing. Wth the responsibility to ensure that manufacturers and their in plant inspection agencies are
produci ng code-conpliant homes, HUD s enforcenent nust becorme nore cost-efficient and effective.

Installation and Di spute Resol ution

The conbinati on of the direct appropriation and the proposed fee income will also allow the programto support the new statutory
prograns for manufactured hone installation and dispute resolution. As required by statute, the Federal installation programincludes
ensuring the inspection of over 8,000 nmanufactured hone installations annually, but also the training and |icensing of over

2,000 installers in the 17 HUD-adm ni stered states. The program nust also maintain a Federal dispute resolution programin the

23 states that have no such prograns. For Installation the funding will allowthe programto ensure that installers in the 17 HUD
adm ni stered states only operate after denonstrating they have received the required | evels of training and HUD certification. Fair
and efficient enforcenent action will allow the programto identify and take action against non-conplying installers or installers
shown to provide a non-conplying installation service or system The appropriation will allow the programto carry out enforcenent
action that will identify non-conplying installers and poor installations, and take actions as all owed by the federal regulations.
Addi ti onal appropriations |anguage is requested to permt the collection of user fees fromthe participants in the installation and
di spute resol ution prograns, and to allow program participants to pay providers directly for services that they receive. The fiscal
year 2010 request will al so provide direct appropriations to begin inplenmentation of these two new prograns until sufficient user fee
revenue is generated to sustain these activities.



Manuf act ur ed Housing Standards Program

Manuf act ur ed Housi ng Consensus Conmittee

The conbinati on of the direct appropriation and the proposed fee income will also allow the Department to neet its responsibilities
regardi ng the Manuf act ured Housing Consensus Committee (MHCC), a statutory advisory conmttee charged w th naking reconmendations to
the Departnment regardi ng revisions to manufactured home construction and safety standards. By regulation, the MACC participates in
nost rul emaki ng regarding the prograns standards and regul ati ons.

Initiatives

The Budget request reflects statutory |anguage to establish user fees to offset the costs of the new Installation and Dispute

Resol ution program conponents, an increase in the current fee for each transportable unit to partially offset the reduction in | abel
fee incone that has been caused by severe reduction in production |l evels nationwi de, as well as direct appropriations to mtigate the
anount of increase in the transportable unit fee necessitated by these declines in production.
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HOUSI NG
MANUFACTURED HOUSI NG STANDARDS
Summary of Resources by Program
(Dol l'ars in Thousands)
2007 2009 Budget
2008 Budget Carryover 2008 Tot al Aut hori ty/
Budget Activity Aut hority Into 2008 Resour ces ol i gati ons Request
Fees ... $5, 707 $3, 322 $9, 029 $16, 000
Total ............... 5,707 3,322 9, 029 16, 000

NOTE: Actual programactivity is determ ned by actual

2008 2009 2010

FTE Act ual Estimte Estimte
Headquarters ........ 10 12 12
Field ............... el el el
Total ............. 10 12 12

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$2, 465 $18, 465 $16, 000
2,465 18, 465 16, 000

fees coll ected and may be bel ow the appropriated |evel.
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HOUSI NG
MANUFACTURED HOUSI NG STANDARDS PROGRAM
Program Of f sets
(Dol lars i n Thousands)

Fees Anount
2008 APProPri ati ON ..ot $5, 707
2009 Appropriati on/ Request . ... ... 16, 000
2000 ReQUESt ..o 16, 000

Program I nprovement s/ Of fSet s .. ... . e
In fiscal year 2008, $16 million was appropriated however, only $5.7 mllion in fees were collected.

Proposed Acti ons

Manufactured housing is a critical element in the nation’s supply of affordable housing. The Federal Manufactured Housing Programis
the sole party, through Federal pre-enption, responsible for the oversight of the design and construction of all nanufactured housi ng
(rmobile homes) in the United States. The programis al so responsible for the oversight of manufactured housing installation in the

17 states that have no installation program as well as for a dispute resolution programthe 23 states that have no dispute resolution
program

The Appropriation is intended to: (1) cover the contractual costs of the program required for the programto carry out the multiple
over sight and enforcement aspects of the program (2) make the required payments to the States to offset the states’ costs of

adm nistering the Federal portion of the manufactured housing program and (3)cover the Department's expenses for staff. Paynment for
this last itemis made through a transfer to the Sal ari es and Expenses (S&E) account. The Departnment will ensure that contractual
services and HUD staffing are sufficient for proper program adninistration and enforcenment of standards.

The 2010 budget estimates currently projects | abel fee income of only about $4.0 nillion based on current production estimtes and a
fee of $49 per unit and $3 mllion in user fees for services rendered under the new di spute resolution and installation prograns.
These funds are insufficient to allow the Departnment to conti nue executing current activities. The fiscal year 2010 Budget therefore
requests a direct appropriation of $9.0 nmillion to carry out the Departnent’s current responsibilities to adm nister the new dispute
resolution and installation standard prograns and to mtigate what would need to be the tripling of the |abel fee to neet the

$16 million appropriation.

To carry out the nultiple oversight and enforcenment aspects of the manufactured housing program the programis adm nistered fromthe
Department’s Headquarters with no field office staff support. The proposed fee inconme and appropriations will allow the Departnent to
continue its oversight of the manufacturer’s inspection agencies, identifying weaknesses in the oversight of the design review and
construction quality control, and to nonitor the perfornance of states working as partners in identifying serious defects and i mminent
safety hazards in new and existing manufactured housing. The proposed overall funding level will also allow the Departnent to
continue inplenmentation of the installation and dispute resol ution prograns.

The Depart nent publishes and enforces standards for the construction and safety and installation of manufactured housing pursuant to
the authority of the National Manufactured Housing Constructi on and Safety Standards Act of 1974, 42 U. S.C. 5401, et seq. (“the Act”).
The Act originally took effect June 15, 1976, and all manufactured homes produced since then nust nmeet Federal nmanufactured hone
construction and safety standards. The Act was anended by the Manufactured Housing | nprovenent (MH) Act of 2000 (Title VI,
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P.L. 106-569, 114 Stat. 2944, approved Decenber 27, 2000). The MH Act expanded the Departnment’s responsibilities to include

regul ation of manufactured home installation in those states that have not inplenented their own prograns, and the resolution of

di sputes anong manufacturers, installers, and retail ers of manufactured homes in those states. The MH Act al so established the MHCC,
a Federal advisory conmittee charged with providi ng recommendati ons to the Secretary for revisions to the constructi on and safety
standar ds and procedural and enforcement regul ations related thereto. By regulation, HUD has expanded the MHCC s responsibilities to
include participation in rul emaking for nobst other program standards and regul ations.

The program neasures the contribution of the Manufactured Housing program goals to the PMA t hrough conti nued measurenent of the two
outcones and two outputs reported regularly through OMB's PART Program This includes reduction of civilian fire deaths in

manuf actured housing, increased identification of non-conform ng manuf actured honmes, increased nunber of nmanufactured hones i npacted
by investigations and enforcement cases, and increased re-sal e value of owner-occupi ed manufactured housing.

Program functions required by the Act include the follow ng:

1. Establishnment of Construction and Safety, and Installation Standards. Under the Act, the Secretary is directed to establish
appropriate Federal manufactured home standards for the construction, design, and performance of manufactured homes whi ch
neet the needs of the public, including quality, durability, and safety, as well as nodel standards for the installation of
manuf act ur ed homes.

2. Conpliance with the Construction and Safety Standards. Conpliance with the construction and safety standards is acconplished
mainly by third-party primary i nspection agencies. There are both private and state primary inspection agencies, all of
whi ch are approved by the Departnment and nonitored by a HUD contractor.

3. Enforcenent of Non-conpliance with Construction and Safety Standards. The Act requires that every conpany that buil ds
manufactured homes provide HUD with the plans for each nodel produced. The manufacturer is required to issue a certification

that each section built neets the Federal construction and safety standards. |f the Departnment deternmines that a
manufactured home contains a non-conpliance with the standards, it may require the manufacturer to notify the purchaser of
the defect. In the event of a serious defect and or immnent safety hazard, the Departnent may require the manufacturer to

either repair or replace the defective home, or refund of the purchase price.

4. Establishnment and Enforcenent of Installation Standards. The MH Act requires the Departnment to establish program standards
and regulations for the installation of manufactured hones. These standards and regul ations will have been published and the
Department will be inplementing the Federal installation programin those states that have no program of their own. This
i ncl udes enforcenent of HUD s installation standards as well as licensing and training of installers.

5. Dispute Resolution Program The MH Act also requires the Department to establish a programto resol ve di spute between
manufacturers, retailers and installers of manufactured homes. As with the installation program the Departnent is
i npl erenti ng the Federal programin those states that have no program of their own.

Manuf act ur ed Housi ng Consensus Committee (MHCC). The MH Act established a consensus process for the devel opnent of standards and
regul ations. This includes the MHCC, which is conposed of 21 persons appointed by the Secretary, and a contract adm ni stering
organi zation that acts as secretariat for the Coomittee. By statute, the MHCC i s responsible for providing periodic recommendations
to the Secretary for revising the construction and safety standards. By regulation, HUD has expanded the MHCC s responsibilities to
incl ude maki ng recommendati ons for nobst other program standards and regul ati ons.
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Budget and Activities

Paynments to States and Program (S&E). The program has the non-discretionary responsibility to distribute a fixed portion of the
income received fromcertification labels to the 38 state adm ni strati ve agencies. The program al so has the non-discretionary
responsibility to pay staff salaries and expenses. Taken together, these two financial responsibilities are projected to account for
approxi mately 33 percent, or $5.3 mllion, of the fiscal year 2010 Budget.

Manuf act ur ed Housi ng Consensus Committee (IMHCC) Support Contract. The programuses both staff resources and contract services to
support the MHCC. The Act established the MHCC to recommend new and revi sed program standards and regul ati ons. The MHCC nust neet
periodically carry out its statutory responsibilities. This is primarily acconplished through a contract with an Adninistering
Organi zation (AO). The AOs contract activities are projected to cost approximately $200, 000 during fiscal year 2010.

Construction and Safety Support Contract. The program uses both staff resources and contract services to nonitor the performance of
17 approved primary inspection agenci es and 38 approved state adninistrative agencies. This contractor also maintains a design library
and distributes HUD certification |labels. These contract activities are projected to account for approxi mately 20 percent, or

$3.15 mllion, of the fiscal year 2010 Budget.

Installation and Di spute Resol ution Support Contracts. The program uses both staff resources and contract services to admnister its
responsibilities for installation and di spute resolution. The installation contract procures services necessary to oversee the
installation programin those states for which HUD is responsible. The dispute resolution contract procures the services of an
alternative dispute provider in those states for which HUD is responsible. These contract activities are projected to account for
approxi mately 40 percent, or $6.35 million, of the fiscal year 2010 Budget and other contracts total $1 mllion.
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HOUSI NG

MANUFACTURED HOUSI NG STANDARDS PROGRAM
Per f ormance Measurenent Tabl e

Program Nane:

MANUFACTURED HOUSI NG STANDARDS PROGRAM

Program M ssi on:

I ncrease the nation's supply of affordabl e housing.

Per f ormance | ndi cat ors

Data Sources

Per f ormance Report

Per f ormance Pl an

2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
By Sept enmber 30, 2010, HUD will O fice of Establi sh the Support ed Fully inplement |Establish fully
establish fully operational dispute Manuf act ur ed di spute Housi ng the dispute oper ati onal
resolution and installation prograns in Housi ng resol ution and Consensus resol ution and di spute
HUD- admi ni stered st ates. Programs will installation Committee in installation resol ution and
noni t or progranms nmandated |neeting programs in installation

i mpl emrent ation.

by the

Manuf act ur ed
Housi ng

| mpr ovenent Act
of 2000 by
Sept enber 30,
2006.

m | estones for
t he publication
of proposed

rul es for node
manuf act ur ed
hone
installation
standar ds, the
manuf act ur ed
hone
installation
program and t he
manuf act ur ed
housi ng di spute
resol ution
program

HUD-
adm ni stered
st at es.

programs in
HUD-

admi ni stered
st at es.

Expl anati on of | ndicators

None.
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HOUSI NG
MANUFACTURED HOUSI NG STANDARDS PROGRAM
Proposed Appropriations Language

The 2010 President’s Budget includes proposed appropriations |anguage listed and explained below New |anguage is italicized and
underlined, and |anguage proposed for deletion is bracketed

For necessary expenses as authorized by the National Manufactured Housing Construction and Safety Standards Act of 1974, as anended
(42 U.S.C. 5401 et seq.), up to $16,000,000, to remain available until expended, of which [$10, 600, 000]$7,000,000 is to be derived
fromthe Manufactured Housing Fees Trust Fund: Provided, That not to exceed the total amount appropriated under this heading shall be
avai |l able fromthe general fund of the Treasury to the extent necessary to incur obligations and make expenditures pending the receipt
of collections to the Fund pursuant to section 620 of such Act: Provided further, That the amount nade avail abl e under this heading
fromthe general fund shall be reduced as such collections are received during fiscal year [2009] 2010 so as to result in a fina
fiscal year [2009] 2010 appropriation fromthe general fund estimted at not nore than [$5, 400, 000] $9, 000, 000 and fees pursuant to
such section 620 shall be nodified as necessary to ensure such a final fiscal year [2009] 2010 appropriation: Provided further, That
for the dispute resolution and installation programs, the Secretary of Housing and U ban Devel opnent may assess and col lect fees from
any programparticipant: Provided further, That such collections shall be deposited into the Fund, and the Secretary, as provided
herein, may use such collections, as well as fees collected under section 620, for necessary expenses of such Act: Provided further,
That notw thstanding the requirements of section 620 of such Act, the Secretary may carry out responsibilities of the Secretary under
such Act through the use of approved service providers that are paid directly by the recipients of their services. (Departnment of
Housi ng and Urban Devel opment Appropriations Act, 2009)

Expl anati on

The proposed | anguage proposes a new direct appropriation of $9.0 million to supplenent anpunts derived fromthe |abel fee, whichis
estimated to be increased from $39 per transportable unit to $49, and fromfees for the new dispute resolution and installation
standards programs. Such an approach would mtigate the | abel fee increase to be collected from manufacturers and recogni zes | ow
production rates for manufactured housing and provides for the start up costs of the new prograns that will be incurred prior to the
receipt of user fee income. The total ambunt of incone fromlabel fees and user fees that HUD could obligate for this program woul d
be subject to the total appropriations cap for the program
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HOUSI NG
MANUFACTURED HOUSI NG STANDARDS PROGRAM
Crosswal k of 2008 Availability
(Dol lars i n 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
FeeS .. $5, 7072 C $3, 322 $9, 029
Total ... ... 5,707 C C C 3,322 9, 029
a/l In fiscal year 2008, $16 nmillion was appropri ated however, only $5.7 nillion in fees were coll ected.
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Budget Activity

HOUSI NG
MANUFACTURED HOUSI NG STANDARDS PROGRAM
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enent al / Total 2009
Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$16, 000 $16, 000 e e $2, 465 $18, 465
16, 000 16, 000 2,465 18, 465



HOUSI NG
| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

Enact ed/ Suppl enment al / Tot al
| NTERSTATE LAND SALES Request Carryover Resci ssi on Resour ces Obl i gations Qutl ays
2008 Appropriation ................ $577 . . $577 $577 $650
2009 Appropriati on/ Request ........ 540 .. .. 540 540 540
2010 Request ........... ... 540 Ce Ce 540 540 540

Program | nprovenment s/ Offsets ......

Summary St at enent

For fiscal year 2010, the Budget reflects $540 thousand of estimated revenue fromfiling fees and other charges under the Interstate
Land Sales Full Disclosure Act. Fees paid to the Departnent’s salaries and expenses account under a permanent indefinite
appropriation partially defray adm ni strative costs. These fees are coll ected from devel opers who file subdivision plans, as well as
devel opers who request Advisory Opinions and Exenption Orders.

The goal of the Interstate Land Sales (ILS) programis to protect all consuners fromfraud and abuse in the sale or |ease of |and
through a statute which is patterned after the Securities Law of 1933 and requires |and devel opers to register subdivisions of 100 or
nmore non-exenpt lots with the Departnment of Housi ng and Urban Devel opment (HUD). Devel opers al so provide each purchaser with a

di scl osure docunent called a Property Report. The Property Report contains information about the subdivision and nust be delivered to
each purchaser before the signing of the contract or agreenment. Typically, 20,000 lots are registered on an annual basis.

Statutory and regul atory penalties are i nposed on devel opers who fail to file and keep a registration statenment current with the
Ofice of Interstate Land Sales Registration, or who fail to furnish each purchaser with a copy of an effective Property Report before
the purchaser signs a purchase or |ease contract. The statute prohibits fraudul ent sales practices. For exanple, it prohibits such
abusi ve practices as those involved in devel opnent of Colonias, which the ILS office investigated. Developers on the Mexican-
Anericans border targeted many people who spoke little English. Purportedly, although sales pitches were made to these purchasers in
Spani sh, all docunments were witten in English, which violates HUD s regul ations.

In addition to Adm nistration of Interstate land Sal es, the Department is responsible for the Real Estate Settlement Procedures Act
(RESPA) which is also a consuner protection statute. The programcost is funded with appropriations under the Salaries and Expenses
account, and both consumer protection activities are reflected in the acconpanyi ng FTE data.

The Ofice al so plays an inportant role in the Departnmentwi de fraud prevention initiative, as it exercises the regul atory enforcenent
authorities in the Real Estate Settlement Procedures Act (RESPA) and the Secure and Fair Enforcenment Mrtgage Licensing Act (SAFE
Act). The office will enforce RESPA' s disclosure requirenents to protect real estate consuners fromfraud and abuse. The Ofice will
al so enforce the SAFE Act’'s nortgage originator licensing requirements to protect nortgage consuners fromfraud and abuse. In
addition, the Office will provide conprehensive training on both statutes to state regulators, consumer advocacy groups and regul at ed
industries. (See Conbating Abusive and Fraudul ent Mortgage Practices Initiative and Transfornmation Initiative Fund justifications for
a nore detail ed description of this program)



Interstate Land Sal es and Real Estate Settlement Procedures Act (RESPA)

RESPA is a consuner protection statute enacted in 1974. RESPA's goal is to protect consuners in the home buyi ng and nortgage
settlement process by nmandating several consumer disclosures and prohibiting certain practices which would increase consuners’ costs,
such as paynent of kickbacks. RESPA covers virtually all residential real estate transactions in the United States, or approximately
12 million a year. The HUD-1 Settlenment Statenment is the standard nortgage settlement document.

RESPA requires that I enders give borrowers a HUD prepared bookl et about the costs of the real estate transaction, settlement services
and consuner protection |aws. Wen applying for a loan, |enders must provide borrowers a Good Faith Estimate or “GFE’ of closing
costs. The seller and borrower are entitled to a “HUD- 1" settlenment statement at closing.

In order to | ower closing costs, RESPA prohibits certain abusive practices. It outlaws kickbacks, referral fees and unearned fees
Sell ers may not force borrowers to purchase title insurance from specific conpanies. Restrictions on “Affiliated Business
Arrangenents” (ABAs) prohibit businesses fromrequiring use of their affiliates.

RESPA al so covers | oan servicing i ssues and prohibits | enders fromrequiring high escrow paynents. RESPA requires annual escrow
account statenments, notifications when servicing is transferred, schedul ed paynent of taxes and insurance, and requires |lenders to
respond to borrowers on a tinely basis. It also places limts on the anmount that can be escrowed. Borrowers also have rights if the
| oan servicer makes errors in escrow accounting

In 2008, the RESPA office responded to over 6,600 inquiries per year. Through these responses, staff counsel consuners and industry
prof essionals on RESPA conpliance issues. This assures that consuners recei ve proper disclosures. |n conjunction with staff

educati onal presentations to industry professionals and investigati ons of kickback violations, these efforts also hold down nortgage
and settlenment costs for all consumers. Further, investigations by conpliance professionals result in recoveries to consuners. Staff
al so investigate servicer errors, which result in direct “consuner redress”--correction in | oan accounts and payments to consumers

The Ofice anticipates 7,000 inquiries and conplaints in 2010. Full Tine Equival ent costs (FTEs) are di scussed separately.
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HOUSI NG
| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)
Summary of Resources by Program
(Dol l'ars 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 Into 2008 Resour ces ol i gati ons Request Into 2009 Resour ces Request
Fees ... $577 e $577 $540 $540 e $540 $540
Total ............... 577 . 577 540 540 . 540 540
2008 2009 2010
FTE Act ual Estimate Estinate
Headquarters ........ 30 35 36
Field ............... e e e
Total ............. 30 35 36
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HOUSI NG
| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)
Program Of f sets
(Dol l'ars in Thousands)

Fees Anmount
2008 ApPPropriati ON ...t e e $577
2009 Appropriati on/ Request . ... ... e 540
2010 ReQUESt ... .. 540

Program I nprovement s/ OF fset s .. ...

Proposed Acti ons

There are three naj or nanagenent chal lenges. Half of the ILS staff is eligible for retirenent. |If the staff retires, institutional
menory vani shes, and program know edge di sappears. New staff to manage transition is essential. Further, the current case managenent
system has three different databases which do not integrate, and it is primarily a paper based system These docunments nust be
retained by the Interstate Land Sales office as | ong as the subdivisions remain active and for seven years after the registration has
been suspended. The Office is requesting Transformation Initiative (see separate Transformative Initiative justification) funds to
have documents converted from paper to portabl e docunent format (PDF), which could reduce the response tine of the staff to consumer
inquiries fromten days to one. RESPA managenent faces several challenges. A primary challenge is a deficient case nanagenent

dat abase system The RESPA office is requesting Transformation Initiative funding to re-platformthe system as descri bed bel ow.
Further, program filing fees have not increased to cover the costs associ ated with program adm nistration.

The Departnent is currently educating industry professionals by explaining the new 2008 RESPA di sclosure regul ati ons that nake it
easi er for consuners to conpari son shop for nortgages and settlenment costs. The new rules support the Departnent’s goal of increasing
homeownership opportunities while assuring that consuners nmake i nfornmed deci sions and that honmeownership is sustainable.

This rule affects virtually all home purchase |oans, refinancings, reverse nortgages and property inprovenent |oans—typically

12 mllion transactions on an annual basis. Mort gage | enders and brokers, closing agents, attorneys, and other settlenent service
providers are inplenmenting or preparing to inplement the new rul e. As a result, the Ofice is currently fielding a | arge nunber of
conmpl ex and detailed inquiries about the newrule. RESPA expects that these inquiries will increase in early 2010 as the January 2010

deadline for inplenentation approaches, and real estate professionals actually begin retooling and inplementing changes. This is the
first tine the HUD-1 has been changed in 30 years.

The Departnment is also preparing a new and expanded homebuyer bookl et required by RESPA to advi se homebuyers of their rights under the
statute and regulations, as well as providing other information to hel p consuners understand the nature and costs of nortgages, real
estate settlenment services, and sustainable homeownership. It will be issued in early 2010, and is likely to generate additi onal
adoption questions.

Legi sl ative proposals include initiatives to inpose civil nmonetary penalties and deliver the HUD-1 three days in advance of
settlement. Further, the Departnent is currently researching neans to achieve a reduction in adnministrative expenses borne by
consuner beneficiaries of RESPA settlenment agreements. Currently, RESPA has no “Victinms Fund” authority. In a recent settlenment
agreenent, the Department had to seek court approval to have an outside |law firm which was conpensated through settlenent agreenent
funds, to administer a victims conpensation fund. The current practice needlessly reduced consuner benefits.
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RESPA and Interstate Land Sales Transformation Initiative. The office is proposing re-platformng the current ILS and RESPA Lot us

Not es case management systemto transition to electronic filing of devel oper registrations and consumer oriented property reports, and
conversion of existing paper filings to electronic records. This would facilitate nmeeting a goal of easier consuner access to

regi stration and di scl osure information and will increase Departnental responsiveness. These efforts will allow consuners access to
this information on the web on a 24-hour basis, and will facilitate inforned |and purchases. The current Lotus Notes case managenent
syst em does not integrate communication fromthe Departnent’s e-mail system limting integrati on of RESPA investigations. Further
the ILS systemhas three different databases which need to be purged and integrated. A so, in response to consumer inquiries, ILS
often nmust retrieve paper docunents fromoffsite storage. Transitioning to electronic filing and delivery will free up staff for
investigative purposes and nake the process nore transparent.

Interstate Land Sales. The Departnment is currently researching nodifying the Interstate Land Sales filing fees, which may require
l egi sl ative or regulatory changes

For fiscal year 2010, the budget reflects $540 thousand of estimated revenue fromfiling fees and other charges under the Interstate
Land Sales Full Disclosure Act. Collections are paid to the Departnent’s Salaries and Expenses account under a permanent indefinite
appropriation to partially defray adm ni strative costs

The goal of the Interstate Land Sales programis to protect all consumers fromfraud and abuse in the sale or |ease of land through a
statute which is patterned after the Securities Law of 1933 and requires |and devel opers to register subdivisions of 100 or nore non-
exenpt lots with the Department of Housing and Urban Devel opment (HUD). Devel opers al so provide each purchaser with a disclosure
docunent called a Property Report. The Property Report, and consunmer friendly disclosure documents, contain information about the
subdi vi sion and nust be delivered to each purchaser before the signing of the contract or agreenent. Typically, 20,000 units are
regi stered on an annual basis.

In addition to adm nistration of registration of Interstate Land Sales, the Department is responsible for the Real Estate Settlenent
Procedures Act (RESPA), which also is a consumer protection activity. The cost of this activity is funded with appropriations under
the Sal ari es and Expenses account.

The Real Estate Settlenment Procedures Act (RESPA) is a consumer protection statute, first passed in 1974. RESPA s goal is to protect
consuners in the home buying and nortgage settlement process by mandating several consuner disclosures and prohibiting certain
practices whi ch would increase consunmer’s costs, such as paynent of ki ckbacks. RESPA covers virtually all residential real estate
transactions in the United States, or approximately 12 million a year. The HUD-1 Settlenment Statement is the standard nortgage

settl ement docunent.

The RESPA of fice responds to over 6600 inquiries per year, and through this process counsels consunmers and industry professionals on
RESPA conpliance issues. This assures that consumers receive proper disclosures. |In conjunction with staff activities to educate
industry professionals, and investigations of kickback violations, these efforts al so hold down costs for all consuners. Further
investigations by conpliance professionals result in recoveries to consuners. Staff also investigate servicer errors, which result in
direct “consuner redress”--corrections in |oan accounts and paynments to consuners



Interstate Land Sal es and Real

Estate Settl enent Procedures Act (RESPA)

HOUSI NG

| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)
PERFORMANCE MEASUREMENT TABLE

PROGRAM NAME:

| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)

PROGRAM M SSI O\

t hat

of their | oans,

To help consumers be better
consuners receive disclosures at various tines in the transaction and by prohibiting practices,
The program al so provi des consunmers with protection relating to the servicing
managenent .

increase the cost of settlenent services.
i ncl udi ng proper escrow account

shoppers in the home buying and nortgage | oan process by requiring that

such as paying ki ckbacks,

Per f ormance | ndi cat ors

Data Sources

Per f ormance Report

Per f ormance Pl an

2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
Respond to 3,000 inquiries and PO 30 Case Respond to Responded to Respond to Respond to
conmpl ai nts from consunmers and i ndustry Tracking System 3,000 inquiries |5 /578 inquiries 3,000 inquiries (3,000
regardi ng the Real Estate Settl enent and Wbsite and conpl ai nts and conpl aints and conpl aints inquiries and
Procedures Act and the horebuyi ng and Emai | Box compl ai nts
nort gage | oan process.
Respond to 2,000 inquiries, conplaints, PO 30 Case Respond to
and subdivision registrations related to |Tracking System Respon_d to_ . Respon_ded _to_ Respon_d to_ . 2,000
the Interstate Lands Sale Full and Wbsite 2, 800 ! nlqu! ries |7, 301 . nlqu! ries 2, 800 ! nlqu! ries inquiries and
Di scl osure Act. Emai | Box and conplaints |and conplaints and conpl aints compl ai nt s

Expl anati on of | ndi cators

This enforcenent effort
and rel ated matters.

reflects the priority of protecting consumers involved in home buying,

home fi nanci ng,

settl enent

The office is seeking Transformation Initiative Funding of $300,000 to re-platformfroman 8-year ol d-Lotus Notes systemto the

Depart ment al
el ectronically.

convert of fsite paper
i mpedi ment to transactions.

and i nprove consuner

This would help elimnate nortgage fraud.
records to electronic filing to allowthe Ofice to be nore responsive to consuner

system -Sharepoint--in order to allow developers to file registrations required under

This woul d expedite registrations, access to filings.

Furt her,

the Office is seeking $500,000 to
inquiries and elimnate an

the Interstate Land Sal es Act

The Office would also Iike to inprove
tracki ng of RESPA conplaints and investigations in order to allow staff to identify patterns and trends in conplaints and facilitate
identification of consuner fraud and abuse.

processes



Interstate Land Sal es and Real Estate Settlement Procedures Act (RESPA)

HOUSI NG
| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)
Crosswal k of 2008 Availability
(Dol lars i n 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
FEES i $577 $577
Total ... 577 577



Interstate Land Sal es and Real

Budget Activity

Estate Settl enent Procedures Act (RESPA)

HOUSI NG

| NTERSTATE LAND SALES AND REAL ESTATE SETTLEMENT PROCEDURES ACT ( RESPA)

Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enent al / Total 2009
Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
...... $540 $540 S $540
...... 540 540 540



HOUSI NG
FLEXI BLE SUBSI DY FUND
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl erent al / Tot al
FLEXI BLE SUBSI DY FUND Request Carryover Resci ssi on Resour ces bl i gati ons Qut | ays
2008 Appropriation ................ ... $101, 8052 ... $101, 805 ... -$37, 056
2009 Appropriation/ Request ........ o 132, 805° o 132, 805 S - 31, 000
2010 Request ..., e 159, 805°¢ e 159, 805 e - 27,000
Program | nprovenents/ Offsets ...... o +27, 000 o +27, 000 S +4, 000

a/  Includes unobligated bal ance of $64.6 mllion carried forward fromfiscal year 2007 and $37.2 mllion of offsetting collections in
fiscal year 2008.

b/ I'ncludes unobligated bal ance of $101.8 million carried forward fromfiscal year 2008 and $31 mllion of offsetting collections
anticipated for fiscal year 2009.

¢/ Includes unobligated bal ance of $132.8 nillion carried forward fromfiscal year 2009 and $27 nillion of offsetting collections
anticipated for fiscal year 2010.

Sumary St at enent

The unobligated bal ance remaining in this account in fiscal year 2010 will consist of excess rental incone, interest paynments and
principal repaynents on |oans, and interest on investnents. However, none of these funds are available for obligation w thout
Congr essi onal appropriations.

No new obligations are anticipated in fiscal year 2010.

The Fl exi bl e Subsidy Fund was initially authorized by the Housing and Conmunity Devel oprment Amendnents of 1978, subsequently anmended by
the Housi ng and Community Devel opment (HCD) Act of 1987, and further anended by the MKi nney Honel ess Assi stance Anendnents Act of 1988.
The HCD Anmendnents of 1978 established the Flexible Subsidy Fund into which repaid funds would be credited along with any transfer from
the Rental Housing Assistance Fund.

Ref undi ng of excess rental incone renmitted to the Departnent could be nade fromeither the Rental Housing Assistance Fund or the Flexible
Subsi dy Fund, as authorized by Section 532 of the fiscal year 2000 Appropriations Act and anended by Section 861 of the American
Honmeowner shi p and Econonic Qpportunity Act of 2000. Excess rental inconme in the Rental Housing Assistance Fund not refunded to project
owners will continue to be transferred to the Flexible Subsidy Fund.

Initiatives

No new initiatives are proposed for fiscal year 2010.
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Fl exi bl e Subsi dy Fund

Budget Activity

Fl exi bl e Subsidy ......

Total .

2007 Carryover into 2008.

2008 Carryover into 2009.

FTE

Headquarters ........

Field ..

HOUSI NG
FLEXI BLE SUBSI DY FUND
Summary of Resources by Program
(Dol l'ars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Aut hority I nto 2008 Resour ces ol i gati ons Request
. $101, 805 $101, 805 .
101, 805 101, 805

2008
Carryover 2009 Tot al 2010
I nto 2009 Resour ces Request
$132, 805 $132, 805 .
132, 805 132, 805

The bal ance consists of an unobligated bal ance of $64.6 mllion carried forward fromfiscal year 2007 and $37.2
mllion of offsetting collections in fiscal year 2008.

The bal ance consists of an unobligated bal ance of $101.8 nillion carried forward fromfiscal year 2008 and $31
mllion of offsetting collections anticipated for fiscal year 2009.

2008 2009 2010
Act ual Esti mat e Esti mat e

6 6 6

6 6 6
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Fl exi bl e Subsi dy Fund

HOUSI NG
FLEXI BLE SUBSI DY FUND
Program Of f set s
(Dol lars in Thousands)

Fl exi bl e Subsi dy Anount

2008 Appropriati On ... ...
2009 Appropriati on/ ReqQUESt . .. ...
2010 ReqUEST . .
Program I mprovement s/ OFf Set s .. ...

Proposed Actions

There are no proposed appropriations for this program
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Fl exi bl e Subsi dy Fund

HOUSI NG

FLEXI BLE SUBSI DY FUND
Per f or mance Measurenent Tabl e

Program Nane: FLEXI BLE SUBSI DY FUND

Program M ssion: The Fl exi bl e Subsidy Fund was initially authorized by the Housing and Community Devel opnent Anendnents of 1978,
subsequently amended by the Housing and Community Devel opment (HCD) Act of 1987, and further amended by the MKi nney Honel ess
Assi stance Anendnents Act of 1988. The HCD Anendnents of 1978 established the Flexible Subsidy Fund into which repaid funds
woul d be credited along with any transfer fromthe Rental

Housi ng Assi stance Fund.

Per f or mance | ndi cators Dat a Sour ces Per f or mance Report Per f or mance Pl an
2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an

The share of assisted and insured Real Estate No | ess than 95% |93. 0% No | ess than 92% [No | ess than 92%
privately owned multifam |y properties Assessnent
t hat neet HUD- established physi cal Center’s
standards are maintained at no | ess than Physi cal
92 percent. Assessnent

Subsyst em

Expl anati on of |ndicators

This indicator tracks the progress made by multifamly properties receiving assistance,
standards established under the Real Estate Assessment Center’s (REAC) Physi cal

L-4

Assessnent

as a group,

in meeting physical condition
| nspecti on program




Fl exi bl e Subsi dy Fund

HOUSI NG
FLEXI BLE SUBSI DY FUND
Crosswal k of 2008 Availability
(Dol lars 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
Flexible Subsidy .................... . . . . $101, 805 $101, 805
Total ....... ... . ... e e e e 101, 805 101, 805

Carryover. The carryover bal ance consists of an unobligated balance of $64.6 mllion carried forward fromfiscal year 2007 and offsetting

collections of $37.2 mllion in fiscal year 2008.
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Fl exi bl e Subsi dy Fund

HOUSI NG

FLEXI BLE SUBSI DY FUND
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
Flexible Subsidy .................... e e e e $132, 805° $132, 805
Total ...... ... .. . 132, 805 132, 805

Carryover. The carryover bal ance consists of the $101.8 nillion of unobligated bal ances fromfiscal year

year 2009 and $31 nillion of offsetting collections anticipated for fiscal
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year 2009.

2008 carried forward into fiscal



HOUSI NG
HOUSI NG PAYMENTS
SUMVARY OF ASSI STED UNI TS AND QUTLAYS
2010 Sumary Statenment and Initiatives

PROGRAM HI GHLI GHTS

CURRENT I NCREASE +
ACTUAL ESTI MATE ESTI MATE DECREASE —
2008 2009 2010 2010 vs. 2009

(Dol lars in Thousands)

Units Eligible for Paynent, End of Fiscal Year a/ 4,745, 366 4,812, 605 4,797,114 -15,491

BUDGEt QUEI AYS. .+« . oo e e 29, 275, 602 30, 087, 372 33, 097, 378 +3, 010, 006

a/ Excludes Section 8 Tenant-based units. This programis now funded on budget-based rather than on | eased nunber of units. Since the
Publ i ¢ Housing Agencies (PHAs) have the flexibility to nmaxi m ze the nunber of units they can | ease, the Departnent cannot project the
nunber units for fiscal years 2009 and 2010.

Summary St at enent

2010 Budget Program The basis for the majority of the Housing Paynents outlays is the Housing Certificate Fund, the Tenant-Based Rental
Assi stance, the Project-Based Rental Assistance, the Public Housing Capital Fund, the Housing for the Elderly and Housing for Persons with
Di sabilities Prograns.

Program Conponents. Liquidating funds for the six subsidized housing prograns |isted bel ow are provided through permanent indefinite
appropriations.

Information is provided for the foll owi ng accounts:

1. Housi ng Assi stance Paynents as authorized by Section 8 of the United States Housing Act of 1937, as anended (i ncluding Contract
Renewal s.

2. Honeowner shi p Assi stance as authorized by Section 235 of the National Housing Act, as anended.

3. Rent al Housi ng Assi stance as authorized by Section 236 of the National Housing Act, as anended.

4. Rent Suppl ement as aut horized by Section 101 of the Housing and Urban Devel opment Act of 1965, as anended.
5. Publi c Housing as authorized by the United States Housing Act of 1937, as anended.

6. Col | ege Housing Grants as authorized by the Housing Act of 1950, as anended.

7. Housing for the Elderly as authorized by Section 202 of the Housing Act of 1959 as anended.

8. Housing for Persons with Disabilities as authorized by Section 811 of the Cranston-Gonzal ez National Affordable Housing Act.
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Housi ng Paynent s+

Units Eligible for Payment. A distribution, by program of the estimated units eligible for paynment foll ows:

Program ACTUAL ESTI MATE ESTI MATE
2008 2009 2010
Section 8:
Tenant - Based Assistance a/.................... $2, 067, 922 $2, 131, 803 $2, 165, 729
Proj ect-Based Assistance...................... 1, 285, 331 1, 311, 282 1, 308, 948
3, 353, 253 3, 443, 085 3,474,677
Section 202 and Section 811:
Housing for the Elderly (Section 202)..... 99, 221 106, 134 113, 530
Housing for Persons with Disabilities (811) 28,014 29,991 32,078
Tenant - Based (Section 811) 14, 811 14, 811 14, 811
Subtotal, Section 202 and Section 811..... 142, 046 150, 936 160, 419
Rent Supplement.......... ... . ..., 13, 904 12,904 11, 904
Section 235:
Oiginal.....c. 4,284 3,898 3,170
Revised. ... ... ... 18 38 22
Total, Section 235........... ... ... ... 4,302 3,936 3,192
Section 236. .. ... 280, 636 259, 642 238, 755
Public Housing b/........ ... ... .. . ... ... ..... 1, 140, 294 1,131,171 1, 097, 236
Total Units Under Paynent..................... 4,934, 435 5,001, 674 4,986, 183
Less: "Piggy Back" Subsidies c/.............. -189, 069 -189, 069 -189, 069
Total (Net) Units Under Payment........... 4,745, 366 4,812, 605 4,797,114

a/l This reflects the actual vouchers in use according to Voucher Managerment System data as of Decenber 2008, and the Departnent’s
projections for end of year leasing in 2009 and 2010.

b/ Excludes units for Native American Housing Block Gants.

c/ Adjusted to reflect those units receiving nore than one subsidy paynent.
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Housi ng Paynent s+

Qutlays. A distribution,
Program

by program of

Subsi di

Section 8 al........

Section 202 and Section 811

Housing for the Elderly (Section 202).
Housing for Persons with Disabilities (811).

Subt ot al ,

Section 202 and Section 811

Rent Supplenment............ .. .. .. .. .. .. .. .....

Section 235:

Oiginal....... .
Revised. ... ... .. .

Tot al ,

Section 236. ... ... ..

a/  Includes outlays fromthe Housing Certificate Fund,

prograns and D saster Vouchers.

zed Housing program outl ays foll ows:

ACTUAL
2008

24, 467, 370

1, 008, 028

2,544

941

3,485
524, 465
5,745

2, 895, 004

29, 275, 602

b/ Excludes outlays associated with Native American Housing Bl ock G ants.

M3

the Tenant - Based Rent al

ESTI MATE
2009
(Dol lars in Thousands)

25, 194, 000

5, 745
3, 039, 000
30, 087, 342

Assi st ance,

ESTI MATE
2010

27,136, 000

5,745

4, 251, 000

33,097, 378

and the Project-Based Rental

Assi st ance



HOUSI NG
RENT SUPPLEMENT PROGRAM
2010 Sumary Statenment and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al

RENT SUPPLEMENT PROGRAM Request Carryover Resci ssi on Resour ces Obl i gati ons Qut | ays

2008 Appropriation ................ $8, 3002 $107, 855° L $116, 155 $11, 488 $50, 579

2009 Appropriation/ Request ........ 8, 300°¢ 134, 666¢ L 142, 966 14,118 50, 579

2010 Request ... 9, 000¢ 158, 848' . 167, 848 9, 000 50, 579

Program | nprovenents/ Offsets ...... +700 +24,182 L +24, 882 -5,118

a/ Included in the total of $27.6 mllion appropriated for contract anendnments, pursuant to the fiscal year 2008 Consoli dated
Appropriations Act (P.L. 110-161);there remains a balance of $19.3 mllion is in the separate Rental Housing Assistance program

b/ Includes $75.9 mllion of carryover fromfiscal year 2007 and $31.9 million of recaptures in fiscal year 2008.

c/ Part of the total $27.6 million in the Omibus Appropriation Act, 2009 (P.L. 111-8). The bal ance of the appropriation ($19.3 nmillion)
is in the Rental Housing Assistance program

d/ Includes carryover of $104.6 mllion fromfiscal year 2008 into fiscal year 2009 and $30 million anticipated recaptures in fiscal year
2009.

e/ Included in the total request of $40 mllion for contract amendments; the remaining $31 million is in the separate Rental Housing

f/

Assi st ance program
I ncl udes carryover of $128.8 million fromfiscal year 2009 into fiscal year 2010 and $30 million anticipated recaptures in fiscal year

2010.

Sumrary St at enent

HUD requests $9.0 million to provide Anmendments to State-aided Rent Supplenment projects in fiscal year 2010. Anmendment requirenments under
the Section 236 RAP Program are al so funded under the O her Assisted Housing heading. The total budget request under the O her Assisted
Housi ng heading is $40 mllion, including $9.0 nillion for Rent Supplement and $31 mllion for Section 236 RAP.

Section 101 of the Housing and U ban Devel opment Act of 1965, as anended, authorized rent supplenents on behalf of needy tenants living in
privately owned housing. This programalso was used to provide additional "piggyback" rental assistance to a portion of the units in
Section 236 projects, including State Agency devel oped non-HUD i nsured projects. Eligible tenants pay 30 percent of the rent or

30 percent of their income toward the rent, whichever is greater. The difference between the tenant payment and the econom c rent
approved by the Department is made up by a Rent Suppl ement payment provided directly to the project owner. The programwas repl aced by
Section 8 and the only new commitnents since then have been for amendnments to contracts on State-aided, non-insured projects.

Rent suppl enent contracts were the sane length as the nortgage. As rents escalated in the 1980s, contract funds were insufficient to
subsidi ze units for the full-termof the contracts. Mst insured and 202 projects converted their Rent Suppl ement assistance to Section 8
assi stance during the 1980s. However, about 271 active Rent Suppl ement contracts with 13,683 rent supplement units remaining in HUD s
inventory as of March 2009. Mdost of these are associated with non-insured State-aided Section 236 projects.

Si nce 1983, these anmendnents were supported with funding under the authority of a Supplenental Appropriations Act. The suppl enental
appropriation provided set-asides in both the Rent Supplement and the related Rental Housing Assi stance Program account to anend State-
ai ded, non-insured contracts for cost increases. Beginning in fiscal year 2006, new appropriations for amendments have been provi ded

t hrough annual appropriations as needed. The Departnent believes this approach represents a nore efficient use of linmted resources and
significantly reduces unexpended bal ances. In addition the Department has sw tched the basis for these amendments to a budget authority
basis, fromthe former contract authority methodol ogy which reduces funding requirenments and estimating errors.
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Rent Suppl enent Program

HOUSI NG
RENT SUPPLEMENT PROGRAM
Summary of Resources by Program

(Dollars in T

housands)

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
Amendnents to State
Agency RS Contracts .. $8, 300 $107, 855 $116, 155 $11, 488 $8, 300 $134, 666 $142, 966 $9, 000
Total ............... 8, 300 107, 855 116, 155 11, 488 8, 300 134, 666 142, 966 9, 000

2008 Budget Authority. It is part of a total
Appropriations Act, 2008 (P.L. 110-161).

The bal ance ($19.3 million) i

of $27.6 mllion appropriated for contract anendnents, pursuant to the Consolidated

s in the Rental Housing Assistance Program

2007 Carryover Into 2008. |Includes $75.9 million of carryover fromfiscal year 2007 and $31.9 million of recaptures in fiscal year 2008.

2009 Budget Authority. It is part of a total

Appropriations Act, 2009 (P.L.111-8).

The bal ance ($19.3 nmillion) is i
total of $37.6 mllion in cancellations. |t is anticipated that these will be contributed by the Section 236 program

of $27.6 mllion appropriated for contract anendnents, pursuant to the Omi bus

n the Rental Housing Assistance Program The Budget proposes a

2008 Carryover into 2009. Includes carryover of $104.6 million fromfiscal year 2008 and $30 of million anticipated recaptures in 2009.

2010 Request. $9.0 million of total request of $40 million anticipated for Rent Suppl enent anmendment requirenents.

2008 2009 2010

FTE Act ual Estinate Estinmate
Headquarters ........ 1 1 1
Field ............... 4 4 4
Total ............. 5 5 5
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Rent Suppl enent Program

HOUSI NG
RENT SUPPLEMENT PROGRAM
Program Of f set s
(Dol lars in Thousands)

Anendnents to State Agency RS Contracts Anount
2008 Appropriati On .. ... ... $8, 300
2009 Appropriati on/ ReqQUESt . .. ... 8, 300
2010 ReqUESTt . ...t 9, 000
Program I mprovement s/ OFf set s .. ... +700

2008 Appropriation. Reflects ambunts made avail abl e pursuant to the Consolidated Appropriations Act, 2008 (P.L. 110-161). There were no
resci ssions applied to Rent Suppl enent bal ances in 2008. The full $37.6 mllion rescission requirement was accommodated in the Section
236 RAP program

2009 Appropriation. $8.3 million of the $27.6 mllion provided by the Omibus Appropriation Act, 2009 (P.L.111-8) is anticipated for
amendrment needs. An additional $5.8 nillion of carryovers will also be available for 2009 requirenents.

2010 Request. $9.0 million for Amendnent activity for Rent Supplenent is requested.

Proposed Actions. $9.0 million for amendrments to State-aided Rent Supplenent contracts.
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Rent Suppl enent Program

HOUSI NG

RENT SUPPLEMENT PROGRAM
Per f or mance Measurenent Tabl e

Program Nanme: RENT SUPPLEMENT PROGRAM

Program M ssion: Section 101 of the Housing and Urban Devel opnent Act of 1965, as anended,
of needy tenants living in privately owned housi ng.
assistance to a portion of the units in Section 236 projects,
Eligible tenants pay 30 percent of the rent or 30 percent of their

bet ween the tenant paynent and the economic rent approved by the Departnment

to the project owner.

aut hori zed rent suppl enents on behal f

This program al so was used to provi de additional "piggyback" rental
including State Agency devel oped projects that are not HUD-insured.
incone toward the rent whichever is greater. The difference

is made up by a Rent Suppl ement paynent made directly

Per f or mance I ndicators

Dat a Sources

Per f or mance Report

Per f or mance Pl an

2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
The share of assisted and insured Real Estate No | ess than 95% 95% No | ess than 92% No | ess than 92%
privately owned nultifam |y properties Assessnent
t hat neet HUD-established physical Center’s
standards are naintained at no | ess than Physi cal
92 percent. Assessnent
Subsyst em

Expl anati on of Indicators

This indicator tracks the progress made by rmultifam |y properties receiving assistance, as a group, in nmeeting physical condition

standards established under the Real Estate Assessment Center’s (REAC) Physi cal
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Rent Suppl enent Program

HOUSI NG
RENT SUPPLEMENT 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.

OTHER ASSI STED HOUSI NG PROGRAMS
RENTAL HOUSI NG ASSI STANCE

For anendnments to contracts under section 101 of the Housing and Urban Devel opment Act of 1965 (12 U. S.C. 1701s) and section 236(f)(2) of
the National Housing Act (12 U S.C. 1715z-1) in State-aided, non-insured rental housing projects, [$27,600,000] $40,000,000, to remain
avail abl e until expended. (Department of Housing and Urban Devel opment Appropriations Act, 2009.)

RENT SUPPLEMENT
[ (RESCI SSI ON) ] ( CANCELLATI ON)

O the amounts recaptured fromterm nated contracts under section 101 of the Housing and Urban Devel opment Act of 1965 (12 U.S. C. 1701s)
and section 236 of the National Housing Act (12 U S.C. 1715z-1) [$37,600,000] $27,600,000 are [rescinded] hereby pernanently cancell ed:
Provi ded, That no anounts nay be cancelled fromanounts that were designated by the Congress as an energency requirenent pursuant to the
Concurrent Resolution on the Budget or the Bal anced Budget and Emergency Deficit Control Act of 1985, as anended. (Departnent of Housing
and Urban Devel opment Appropriations Act, 2009.)

Expl anati on of Changes

Thi s | anguage includes anendnent funding for both the Rent Supplenent ($9.0 million) and the Rental Housing Assistance Paynent
($31.0 mllion) programs. The Budget al so proposes an offsetting cancellation of $27.6 mllion in recaptured budget authority from
term nated Rent Suppl ement and RAP assi stance contracts.

N-5



Rent Suppl enent Program

HOUSI NG
RENT SUPPLEMENT PROGRAM
Crosswal k of 2008 Availability
(Dol l'ars in 8housands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Amendnents to State Agency RS
Contracts ..........couiiiiiinnnninn.. $8, 300 . . . $107, 855 $116, 155
Total ...... ... . 8, 300 107, 855 116, 155

N-6




Rent Suppl enent Program

2009
President’s
Budget
Budget Activity Request
Anendnents to State Agency RS
Contracts ........oviiii $8, 300
Total ....... .. .. . . . 8, 300

HOUSI NG
RENT SUPPLEMENT PROGRAM
Crosswal k of 2009 Changes
(Dol lars in Thousands)

Congr essi onal

Appropri ations 2009
Action on 2009 Suppl enental / Total 2009
Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$8, 300 e $134, 666 $142, 966
8, 300 134, 666 142, 966

N7



HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM ( SECTI ON 236)
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

RENTAL HOUSI NG ASSI STANCE PROGRAM Enact ed/ Suppl enent al / Tot al

( SECTI ON 236) Request Carryover Resci ssi on Resour ces Cbligations Qut | ays
2008 Appropriation ................ $19, 3002 $561, 048° -$78, 874° $501, 474 $34, 758 $524, 465
2009 Appropriation/ Request ........ 19, 300¢ 504, 316¢ -37, 600 486, 016 21,719 530, 000
2010 Request ..., 31, 000¢ 491, 896" - 27, 600 495, 296 31, 000 537, 281
Program | nprovenents/ Offsets ...... +11, 700 -12,420 +10, 000 +9, 280 +9, 281 +7, 281

a/ Included in the total of $27.6 mllion appropriated for contract anendnents, pursuant to the Consolidated Appropriations Act, 2008
(P.L. 110-161); the bal ance of the appropriation, $8.3 nmillion, is in the Rent Suppl ement program

b/ Includes $482 million carried over fromfiscal year 2007 and $79 mllion recaptured in fiscal year 2008.

c/ $37.6 million of RAP balances and $41.3 nillion of | RP bal ances were rescinded pursuant to HUD s 2008 Departmental rescission
requirements enacted in P.L. 110-161.

d/  Part of the total of $27.6 million in appropriation enacted for fiscal year 2009, pursuant to Omibus Appropriation Act, 2009
(P.L. 111-8). Balance of the appropriation, $8.3 million, is in the Rent Supplenent program

e/ Includes $467 million carried over fromfiscal year 2008 and $37 mllion of recaptures anticipated in fiscal year 2009.

f/ The Omi bus Appropriations Act, 2009 (P.L. 111-8) rescinded a total of $37.6 mllion, all of which are expected to be taken fromthe
Rent al Housi ng Assi stance program

g/ Included in a total request of $40 mllion for contract amendnents; the remaining $9.0 nmillion is anticipated for Rent Supplenent.

h/  Includes $464 million anticipated to be carried over fromfiscal year 2009 and $28 million of recaptures anticipated in fiscal year
2010.

i/ Al of the $27.6 million total cancellation proposed for O her Assisted Housing progranms in fiscal year 2010 is expected to be taken
fromthe Rental Housing Assistance program

Sumrary St at enent

HUD requests $31 million to provide Arendments to State-aided Sec 236 Rental Assistance Paynments (RAP) projects in fiscal year 2010.
Anendnent requirenents for the Rent Suppl enent program (86x0129) are al so funded under the O her Assisted Housing heading. The total
budget request under the Qther Assisted Housing heading is $40 nillion, including $9.0 mllion for Rent Supplenent and $31 nillion for Sec
236 RAP.

Section 236 Interest Reduction Paynents (IRP). The Section 236 |RP programwas termnated in 1973. No new conm tnments have been nmade
since that time. The nunber of units remaining in this programis estimated to be 240,000 at the end of fiscal year 2009.

Rent al Housi ng Assi stance Paynents (RAP). Many Section 236 projects also receive rental subsidies. One such subsidy is Rental Housing
Assi stance Paynents (RAP). Another is Rent Supplenent, which is discussed in a separate justification. Those rental assistance prograns
were ternminated with the introduction of Section 8 However, the Departnent continues to be statutorily required to anend the Rent

Suppl ement and RAP contracts on non-insured, State-aided Section 236 projects. Anmendnent needs are anticipated to increase as contracts
age and require nmore funding. The nunber of RAP units remaining is 16,170, as of March 2009.




Rent al Housi ng Assi stance Program

In prior years, these anendnents were nade with fundi ng under authority of a 1983 Suppl enental Appropriations Act. The Departnent relied
on this authority through fiscal year 2005. Beginning in fiscal year 2006, new appropriations for amendments have been provi ded through
annual appropriations as needed. The Department believes this approach represents a nore efficient use of limted resources and

significantly reduces unexpended bal ances.



Rent al Housi ng Assi stance Program

HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM ( SECTI ON 236)
Summary of Resources by Program
(Dol l'ars 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 Into 2008 Resour ces bl i gati ons Request Into 2009 Resour ces Request

Section 236 Rental

Assi st ance Paynents

(RAP) ... ... -$18, 300 $195, 584 $177, 284 $34, 758 -$18, 300 $180, 126 $161, 826 $31, 000
Section 236 Interest

Reducti on Paynents

(IRP) -41,274 365, 464 324,190 L. L. 324,190 324,190

Total ............... -59,574 561, 048 501, 474 34, 758 -18, 300 504, 316 486, 016 31, 000

2008 Budget Authority. The -$18.3 nillion for RAP reflects $19.3 million of the $27.6 million appropriated for contract anendnents
pursuant to the Consolidated Appropriations Act, 2008 (P.L. 110-161), offset by $37.6 million RAP bal ances rescinded in 2008. An
additional $41.3 million of |RP balances were al so rescinded in 2008 to neet Departnental rescission requirements. The bal ance of the
fiscal year 2008 appropriation, $8.3 mllion, is in the Rent Suppl enent Program

2007 Carryover Into 2008. The $195.6 mllion RAP carryover consists of $154.7 mllion of carryover fromfiscal year 2007, $40.5 nillion
of recaptures and $0.4 nillion of adjustnents.

2009 Budget Authority. The Section 236 RAP program appropriation of $19.3 nmillion for anendnent needs will be offset with a rescission of
$37.6 nillion anticipated from RAP bal ances pursuant to the Omibus Appropriations Act, 2009, P.L. 111-8.

2008 Carryover Into 2009. The $180.1 million RAP carryover consists of fiscal year 2008 carryover of $142.5 million and estimted fiscal
year 2009 recaptures of $37.6 mllion.

2010 Request. The $31 million reflects part of the $40.0 mllion total request. The remaining $9.0 nillion are requested for Rent
Suppl enment .

2008 2009 2010

FTE Act ual Estinate Estinmate
Headquarters ........ 1 1 1
Field ............... 24 24 24
Total ............. 25 25 25



Rent al Housi ng Assi stance Program

HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM ( SECTI ON 236)
Program Of f set s
(Dol lars in Thousands)

Section 236 Rental Assistance Payments (RAP) Anount
2008 Appropriati ON . ... ... -$18, 300
2009 Appropriation/ Request . ....... . ... -18, 300
2000 ReqUEST . .t 31, 000
Program I nprovenment s/ OF f Set S . ... i +49, 300

2008 Appropriation/Request. This reflects the net effect of $19.3 million provided pursuant to the fiscal year 2008 Consoli dated
Appropriations Act offset by $37.6 mllion of rescissions in the Section 236 RAP program resulting in the -$18.3 mllion shown in the
tabl e above.

2009 Appropriation/Request. This reflects the net effect of $19.3 mllion provided pursuant to the fiscal year 2009 Omi bus
Appropriations Act offset by $37.6 mllion of anticipated rescissions in the Section 236 RAP program resulting in the -$18.3 nillion
shown in the tabl e above.

2010 Request. This reflects part of the $40.0 million total request for contract amendnents. The remaining $9.0 nillion is requested for
Rent Supplenent in a separate justification.

H story of Program O fset

State Agency Financed Projects (RAP funding). The only commtnents being made in this programare for anendnents to contracts on State-
ai ded, non-insured projects, historically funded by the 1983 Suppl emental Appropriations Act.

“Deep Subsidy” Program The Rental Assistance Paynents (RAP/"deep subsidy") program authorized by the Housing and Community Devel oprment
Act of 1974, was designed to aid very lowincone fanilies in Section 236 projects by pernmitting HUD to provide additional subsidies equal
to the difference between the basic rent and 30 percent of incone for a certain percentage of units in a project. Mst insured projects
recei ving RAP fundi ng have converted to Section 8 assistance. However, State-aided, non-insured projects were not required to convert to
Section 8 and continue to receive anendnment funds for cost increase on their RAP contracts.

Prepaynent. As an incentive to attract developers into the original Section 236 program participants were given the right to prepay
their subsidized nortgages after 20 years. Wthin the projects whose owners were given the right to prepay, tenants receiving Section 8
assi stance occupy some of the units. Qher tenants may be income eligible but not presently receiving assistance. |f owners prepay, the
unassi sted tenants who face rent increases will be assisted with Section 8 Tenant Protection vouchers. This will allowthemto stay in
their current units or nove if they choose. Once the Section 236 nortgage is prepaid and |iquidated, the IRP interest subsidy contract
term nates, unless the subsidy has been decoupl ed under Section 236(b) or (e)(2) of the National Housing Act wherein the |RP subsidy
continues until the maturity of the original nmortgage. Any funds remaining on pre-paid or term nated contracts that are not decoupled are
recapt ur ed.

Proposed Actions

Provides $31 million for anendnents to State-aided Sec 236 RAP contracts, offset by a cancellation of $27.6 million from Section 236 RAP
bal ances.



Rent al Housi ng Assi stance Program

The 1983 Suppl emrental Appropriations Act provi ded set-asides for amendment funding for both State-aided, non-insured Rent Suppl ement and
Rent al Housi ng Assi stance Paynents Contracts. Beginning with fiscal year 2006, funding for anendnent needs has been and will continue to
be requested through annual appropriations as needed. The Departnent believes this approach represents a nore efficient use of limted
resources and significantly reduces unexpended bal ances. The fiscal year 2006 Appropriations Act included a provision that henceforth
permts these contracts to be anended for a period |less than the remaining contract term thus substantially reducing funding requirenents
over the near term



Rent al Housi ng Assi stance Program

HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM
(Dol lars in Thousands)
Program O f set s

Section 236 Interest Reduction Paynents (IRP) Anount

2008 Appropriati ON . ... ... -$41, 274
2009 Appropriation/ Request . ....... . ...
2000 ReqUEST ..t
Program I nprovenment s/ OF f Set S . ... i

2008 Appropri ation. Refl ects rescission inplenented in 2008 pursuant to the Departnent’s overall rescission requirenent in the fiscal
year 2008 Consolidated Appropriations Act, P.L. 110-161.

H story of Program Ofset

The Section 236 program provi ded nortgage |Interest Reduction Payments (I RP). The maxi mum subsidy available to a project was the

di fference between the nmonthly payment for principal, nortgage insurance premium and interest on the outstanding nortgage at the market
rate of interest and the nonthly paynments that would be required under a nortgage bearing an interest rate of 1 percent. A basic rental
charge was determ ned for each unit that was deemed sufficient to meet operating expenses plus debt service expenses at the 1 percent rate
of interest. Every tenant is required to pay the higher of either the basic rental charge or up to 30 percent of his incone. No new
comm tment activity has occurred since the programwas termnated in 1973.

Proposed Actions

There are no proposed appropriations for this program



Rent al Housi ng Assi stance Program

HOUSI NG

RENTAL HOUSI NG ASSI STANCE PROGRAM
Per f or mance Measurenent Tabl e

Pr ogr am Nane: RENTAL HOUSI NG ASSI STANCE PROGRAM

Program M ssion: The assi sted housi ng program under Arendnents to State Agency Rental

to inmprove physical and related conditions in assisted housing. The Departnent uses Real

ensure that periodic inspections of the physical

condition of all

Housi ng Assi stance Program funds are used

Estate Assessment Center office to

multifam |y assisted properties are conpleted. These

inspections play a central role in the referrals to the Enforcenment Center for nultifam |y properties.
Per f or mance | ndi cators Dat a Sources Per f or mance Report Per f or mance Pl an
2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an

The share of assisted and insured Real Estate No | ess than 95% |93. 0% No I ess than 92% [No | ess than 92%
privately owned nultifam |y properties Assessnent
t hat neet HUD-established physical Center’s
standards are naintained at no | ess than Physi cal
92 percent. Assessnent

Subsyst em

Expl anati on of |ndicators

This indicator tracks the progress made by nultifam |y properties receiving assistance, as
standards established under the Real Estate Assessnment Center’s (REAC) Physical Assessment

a group, in nmeeting physical condition
I nspecti on program




Rent al Housi ng Assi stance Program

HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM
Proposed Appropri ations Language
OTHER ASSI STED HOUSI NG PROGRAMVS

RENTAL HOUSI NG ASSI STANCE

For anendnents to contracts under section 101 of the Housing and Urban Devel opnent Act of 1965 (12 U. S.C 1701s) and section 236(f)(2) of
the National Housing Act (12 U S.C 1715z-1) in State-aided, non-insured rental housing projects, [$27,600,000] $40,000,000, to renmain
avail abl e until expended. (Departnent of Housing and Urban Devel opment Appropriations Act, 2009.)

RENT SUPPLEMENT
[ (RESCI SSI ON)] ( CANCELLATI ON)

O the amounts recaptured fromterm nated contracts under section 101 of the Housing and Urban Devel opment Act of 1965 (12 U.S.C. 1701s)
and section 236 of the National Housing Act (12 U S.C. 1715z-1) [$37,600,000] $27,600,000 are [rescinded] hereby pernanently cancell ed:

Provided, That no anpunts nay be cancelled fromanounts that were designated by the Congress as an energency requirenent pursuant to the
Concurrent Resolution on the Budget or the Bal anced Budget and Energency Deficit Control Act of 1985, as anended. (Departnment of Housing
and Urban Devel opment Appropriations Act, 2009.)

Expl anati on of Changes

Thi s | anguage includes anendnent funding for both the Rent Supplenent ($9.0 nmillion) and Rental Housing Assistance Paynent ($31.0 million)
prograns. The Budget al so proposes an offsetting cancellation of $27.6 mllion in recaptured budget authority fromterm nated Rent
Suppl ement and RAP assi stance contracts.



Rent al Housi ng Assi stance Program

HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM ( SECTI ON 236)
Crosswal k of 2008 Availability
(Dol lars 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
Section 236 Rental Assistance
Payments (RAP) ..................... $19, 300 - $37, 600 L . $195, 584 $177, 284
Section 236 Interest Reduction
Payments (IRP) ..................... e -41,274 e e 365, 464 324, 190
Total ...... ... ... 19, 300 -78,874 L L 561, 048 501, 474

2008 Enact ed. The $19.3 nmillion for RAP is included in a total of $27.6 nmillion appropriated for contract amendnents, pursuant to the
Consol i dat ed Appropriations Act, 2008 (P.L. 110-161); the balance of the appropriation, $8.3 mllion, is in the Rent Supplenment program

Suppl enent al / Resci ssion. $37.6 million of RAP bal ances and $41.3 nmillion of IRP balances were rescinded pursuant to HUD s 2008
Depart nental rescission requirenents.

Carryover.
See details bel ow
2007 Carryover 2008 Recapt ures Account Adj ust nent Tot al
236 RAP: $154, 745, 907 $40, 478, 382 $359, 677 al/ $195, 583, 966
236 I RP 326, 851, 423 38, 611, 893 365, 463, 316
Tot al 481, 597, 330 79, 090, 275 359, 677 561, 047, 282

al The Account Adjustnment was made in fiscal year 2008 to record fiscal year 2007 recaptures.



Rent al Housi ng Assi stance Program

HOUSI NG
RENTAL HOUSI NG ASSI STANCE PROGRAM ( SECTI ON 236)
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 anmi ngs Carryover Resour ces
Section 236 Rental Assistance
Payments (RAP) ..................... $19, 300 $19, 300 - $37, 600 o $180, 126 $161, 826
Section 236 Interest Reduction
Payments (IRP) ..................... e e e e 324, 190 324, 190
Total ...... ... .. . 19, 300 19, 300 - 37, 600 L 504, 316 486, 016

Congr essi onal Appropriations Action on 2009 Request. The $19.3 million for RAP reflects part of a total of $27.6 million in appropriation
enacted for fiscal year 2009 (P.L. 111-8). The balance of the appropriation, $8.3 mllion, is in the Rent Supplenent program

2009 Suppl enent al / Resci ssion. The Qmi bus Appropriations Act, 2009 (P.L.111-8) rescinds a total of $37.6 mllion, which is anticipated to
be derived from Section 236 RAP bal ances.

Carryover.
2009 Anti ci pat ed
2008 Carryover Recapt ur es Tot al
236 RAP: $142, 525, 960 $37, 600, 000 $180, 125, 960
236 I RP 324, 189, 508 - 324, 189, 508
Tot al 466, 715, 468 37, 600, 000 504, 315, 468
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