PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
2010 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
TENANT-BASED RENTAL ASSISTANCE Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation ................ $16,426,000 $353,368° -$864,869° $15,914,499° $15,558,120° $15,741,108
2009 Appropriation/Request ........ 16,975,000 356,380 -750,000 16,581,380 16,581,380 16,152,000
2010 Request ..vviiiiiininninnenns 17,836,000 . e 17,836,000 17,836,000 17,764,000
Program Improvements/Offsets ...... +861,000 -356,380 +750,000 +1,254,620 +1,254,620 +1,612,000

a/ Includes $3.094 million recaptured during fiscal year 2008.

b/ Includes a total fiscal year 2008 rescission of $950 million and $85 million in supplemental funds.
c/ Includes $6.494 million transferred and obligated in the Working Capital Fund.

d/ Includes $7.929 million transferred and obligated in the Working Capital Fund.

NOTE: “Enacted/Requested” amounts are based on fiscal year appropriations. However, this program is administered and typically
appropriated on a calendar year basis.

Summary Statement

The Section 8 Tenant-Based Rental Assistance or Housing Choice Voucher (HCV) program is widely recognized as a cost-effective means
for delivering decent, safe, and sanitary housing to low-income families in the private market. (See demographics data on page C-4.)
The rental assistance is provided on behalf of the family or individual so that participants are able to find and lease privately
owned housing. Last year, the Federal government assisted over two million families with this program. Through this Budget, the
Department intends to further enhance this program by enabling Public Housing Authorities (PHAs) to maximize the number of families
assisted that can be supported by their available funding. The calendar year 2010 request is $17.8 billion. This request is a
$1.6 billion increase from the enacted 2009 Omnibus Appropriations Act. Of the total amount requested for fiscal year 2010, the
Department requires $16.2 billion to cover the renewal of expiring tenant-based Section 8 contracts in calendar year 2010,

$1.5 billion for administrative fees, $103 million for tenant protection vouchers and $50 million for Family Self-Sufficiency.

The increase requested for the HCV account is attributable to increased leasing by PHAs during calendar year 2008, incremental
vouchers rolling into the contract renewal base, an inflationary adjustment necessary to maintain the value of a Section 8 voucher,
and an increase in associated Administrative Fees to issue new incremental vouchers that have rolled into the contract renewal base.
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The $17.8 billion request will allow the
Department to assist over 2,165,700 families
with this program by the end of 2010. This
will be the most families ever assisted by
this program. Figure C.1 shows the change in
total assisted households from 2003 to 2008
and the projected growth in this program to
the end of 2010. From 2008 to 2010, we
expect the program to expand by 4.6 percent
(95,700 additional families). Much of this
expansion is a result of new incremental
vouchers funded by the 2008 and 2009
Appropriation Acts. The Department’s request
will fully fund the renewal of all these
incremental vouchers, in addition to
maintaining approximately the same number of
families assisted during December 2008.

Moving-to-Work (MTW)

Section 204 (a) of the Omnibus Consolidated
Rescissions and Appropriations Act of 1996
(P. L. 104-134, hereinafter “MTW Statute”)
provides that an agency participating in the
Moving-to-Work (MTW) demonstration program
may combine public housing operating and
capital funds provided under Section 9 of the
U.S. Housing Act of 1937 (the “1937 Act”) and
voucher program funds provided under Section
8 of the 1937 Act “to provide housing
assistance for low-income families, as
defined in section 3(b) (2) of the 1937 Act,
and services to facilitate the transition to
work on such terms and conditions as the
agency may propose and the Secretary may
approve.” In 2008, MTW agencies received 16
percent of the total renewal funding.

Figure C.l1 Households Served (2003 - 2010)
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The Department believes that the above language is intended to permit the use of appropriated funds beyond Sections 8 and 9 of the

United States Housing Act of 1937,
assistance for low-income families,

of the 1937 Act, and service

and provided suc

provided the agency in the MTW demonstration program uses its combined funds to provide housing
as defined in section 3(b) (2)
whether or not any such use is authorized by Sections 8 or 9 of the 1937 Act,

s to facilitate the transition to work,
h uses are consistent with other

requirements of the MTW Statute and have been proposed in an agency’s Annual MTW Plan and approved by HUD.
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Strategic Goals and Objectives

Through this Budget, the Department reaffirms its commitment to improving the Section 8 Housing Choice Voucher Program by enabling
PHAs to maximize the number of families assisted that can be supported by their available funding.

The strategic goals and objective for 2010 include:

e Design a comprehensive systems development strategy that will focus on critical core business functionalities and begin the
implementation process. HUD anticipates that the recommended solution phase of the Housing Choice Voucher Program Business
Process Reengineering (BPR)/Business Process Improvement (BPI) Project will be complete by the summer of 2010, and the Systems
Development for Critical Business needs and implementation of BPI/BPR for identified processes will commence shortly
thereafter.

e Continue to study how much it costs a PHA to run an efficient Housing Choice Voucher program and to develop a formula for
allocating administrative fees. HUD intends to contract with an academic or other qualified organization to conduct this
comprehensive research study on administrative fees. This will be a multiyear contract and HUD anticipates that the contract
will be awarded in the fall of 2009.

e Tmplementing an improved Section 8 Management Assessment Program (SEMAP) that will ensure better oversight and quality control
over the HCV program. The current SEMAP evaluates a PHA’s HCV program using 13 performance indicators, and PHAs self-certify
as to their performance under these indicators. A comprehensive overhaul of the SEMAP regulation is necessary shift the
assessment program to a system that is based on independent verification as opposed to self-certification, and that focuses on
a limited number of essential core indicators that measure results as opposed to process.

e Revise the Housing Quality Standards (HQS) and develop a new methodology for evaluating the PHA inspection process. HUD will
conduct a comprehensive review of the HQS and use the results of that review to develop a new and improved standard by the
summer of 2010. Once this task is completed, HUD will develop a quality control review methodology and scoring system to assess
PHA performance that includes independent inspections by HUD’s Real Estate Assessment Center (REAC) in applying the new
standards. The quality control protocol is expected to be completed in the fall of 2010.

e Eliminate the unit cap restriction imposed by the past Appropriations Act. This would allow a PHA that has fully leased its
program to assist additional families beyond the baseline number of units provided it has sufficient funding available to do
so. This action would not increase the PHA’s authorized baseline for purposes of future year renewals, so the PHA would have
to take that factor into consideration when determining how many (if any) more families the PHA could serve. However, this
change would provide fully leased PHAs that are administering cost-effective programs with the option of serving additional
families on its waiting list, as opposed to leaving much needed voucher assistance left unused.
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The Housing Choice Voucher program assists very low-income families, the elderly, and the disabled to afford decent, safe, and
sanitary housing. The graph below depicts demographic information of the families served.

Housing Choice Voucher Tenant Characteristics 2008

Disabled HoH ¢ Ethnicity Characteristics Average HAP

Regional Breakdown

m New England

27% Hispanic

Non-Hispanic

$621

B New York/New Jersey

3.3% 6.9%

= Mid Atlantic Elderly HoH ¢/

HoH Race Characteristics ¢

M Southeast/Carribean Average Tenant Contribution

19%

= Miduest White Only 52%

Black Only 44%
American Indian/

$293

m Southwest Family Size

= Great Plains

35%
22%
19%
19%
7%
6 Persons 3%
7 Persons 1%
8+ Persons 1%

Native American
Asian 2%

1 Person
2 Persons

Average Rent ¢

m Rocky Mountains

Pacific/Hawaii

3 Persons $914

m Northwest /Alaska

Persons Income Status 9/

5 Persons

Families with Children

Extremely Low Income (?30% AMI) 75%
Very Low Income (?50% AMI) 20%
Low Income (?80% AMI) 3%
Above Low Income (>80% AMI)

Average Gross Income

54% $12,629

Female Headed Households Average Family Size

Any Income from Wages &4

50% 2.5

58%

Source: 2008 Public and Indian Housing Information Center (PIC) data
a/ Average monthly Housing Assistance Payment (HAP) of $621 is from the Voucher Management System (VMS)
b/ Wages from non-elderly non-disabled households

c/ HOH is Head of Household

d/ AMI is Area Median Income

e/ Average rent is an estimate based on data from the VMS and PIC systems
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Budget Activity

Contract Renewals .....
Administrative Fees
Section 8 Rental
Assistance

FSS Coordinators ......

Veterans Affairs
Supportive Housing
(VASH)

Working Capital Fund

Program

(transfer) ...........
Non-Elderly Disabled
Family Unification
Program ..............
Disaster Displacement
Assistance

Total

NOTE:

PUBLIC AND INDIAN HOUSING

TENANT-BASED RENTAL ASSISTANCE
Summary of Resources by Program

(Dollars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Total 2008 Authority/
Authority Into 2008 Resources Obligations Request
$13,805,394 $171,768 $13,977,162 $13,974,861 $14,456,071
1,340,183 44,060 1,384,243 1,316,142 1,436,000
150,060 90,014 240,074 139,746 150,000
49,000 47,526 96,526 47,518 50,000
75,000 75,000 73,359 75,000
6,494 6,494 6,494 7,929
30,000 30,000 30,000
20,000 20,000 20,000
85,000 85,000
15,561,131 353,368 15,914,499 15,558,120 16,225,000

in recaptures that were collected and rescinded in 2008.

FTE
Headquarters

Field

2008 2009 2010
Actual Estimate Estimate
275 260 262
174 194 197
449 454 459

“2008 Budget Authority” and “2009 Budget Authority” are net of rescissions.

2008
Carryover 2009 Total 2010
Into 2009 Resources Request
$2,302 $14,458,373 $16,189,200
68,101 1,504,101 1,493,800
100,328 250,328 103,000
49,008 99,008 50,000
1,641 76,641
7,929
30,000 60,000
20,000 40,000
85,000 85,000
356,380 16,581,380 17,836,000

“2007 Carryover Into 2008” includes $3.094 million
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Contract Renewals Amount
P OHORS TN o) o o) o i 1= wl I o N $13,805,394
2009 ApPPropriation/REeQUEST vt vttt it ittt ittt ettt et ettt 14,456,071
2010 REQUESE vttt ittt it ettt ettt ettt ettt ettt e e e e 16,189,200
Program Improvements/OffSets ...ttt ittt ittt it it ettt +1,733,129

NOTE: Amounts above are net of rescissions and represent the fiscal year allocation. However, this program is administered on a
calendar year basis. The actual calendar year distribution, including the rescission from Net Restricted Assed Balances (NRAZ),
allocations are as follows:

New Budget NRA Offset and Calendar Year
Calendar Year Authority Rescission Allocation
2008 $14,694,506 $(723,257) $13,971,249
2009 15,034,071 (750, 000) 14,284,071
2010 16,189,200 - 16,189,200

Proposed Actions

Contract Renewals provide funding to renew expiring Section 8 tenant-based rental assistance contracts on a calendar-year basis. All
contracts are proposed for a renewal term of one year. For fiscal year 2010, the Department requests $16.2 billion in Contract
Renewals funding. The increase is primarily attributable to the renewal of first-time expiring tenant protection vouchers; renewal of
Veterans Affairs Supportive Housing (VASH) vouchers enacted in fiscal years 2008 and 2009; renewal of Family Unification Program (FUP)
vouchers enacted in fiscal year 2008 and 2009; renewal of non-elderly disabled vouchers enacted in fiscal year 2008 and 2009; renewal
of PHA project-based voucher assistance enacted in the 2008 Supplemental Appropriations (P.L. 110-252); as well as the renewal of
continued assistance in fiscal year 2009 to families impacted by Hurricanes Katrina and Rita whose assistance will otherwise end on
March 1, 2009, under the Disaster Housing Assistance Program (DHAP).

As evident in Figure C.2, new incremental vouchers and inflation from the prior year are the primary drivers of contract renewal cost
increases. The 2009 Omnibus Appropriation Act funded approximately 2,015,000 vouchers; however, PHAs were actually assisting about
2,070,000 families at the end of 2008. The 55,000 vouchers that were not funded in the 2009 appropriation accounts for about

$418 million of the increased funding requested for 2010. 1In order to fund these vouchers in 2009, PHAs will need to utilize
additional funds from their Net Restricted Asset Accounts (NRA) and HUD will use carryover funds in order to maintain the current
level of assistance. After adjusting for NRA leasing in 2009 and the $750 million NRA offset/rescission the Department expects that
PHAs will have minimal NRA balances remaining by fiscal year 2010.
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In addition, about 57,000 incremental Figure C.2 Total Contract Renewal Funding/Needs (2007-2010)
vouchers issued in 2008 and 2009 will

need to be renewed in 2010. This is
also reflected in Figure C.2. The $17,000 - 2
majority of these vouchers are tenant
protection vouchers but some of them
are “special-purpose” vouchers,
designated for a particular $16,500
population. For example Congress has
provided non-elderly disabled
vouchers to help people with
disabilities live independently, and $16,000 —
family unification vouchers to assist
families where the lack of adequate

| _New Vouchers |
NRA Leasing

housing has caused (or is threatening New Vouchers

to cause) a child to be removed from — $15,500 —

the family. Between 2008 and 20009, 5 Estimated

Congress appropriated $755 million = NRA Leasing

for new incremental vouchers that = and Carryover |

will need to be renewed in 2010. £ $15,000 —
2 New Vouchers

The Department also requests g

authority in the 2010 Appropriations = Contract Renewals

Act to offset PHA contract renewal
allocations based on NRA balances
remaining at the end of 2009. The
Department requests the flexibility
to offset a PHA’s renewal allocation $14000 == Contract Renewals E—
by any amount in the PHA’s NRA
balance that exceeds 2 weeks of
housing assistance payment (contract
renewal) costs. This policy will $13’500 | il
help ensure that all contract renewal
appropriations are used to assist the
maximum number of families possible.

$14,500 —— New Vouchers (i

Contract Renewals
Contract Renewals

This policy will also improve funding $13,000
utilization going forward by !
encouraging PHA’s to fully use their 2007 2008 2009 2010 Budget

annual allocation (see Figure C.3).

Furthermore, the Department requests $150 million as a central reserve set-aside, (within the Contract Renewals allocation) to provide
baseline adjustment funding as needed to certain PHAs. This includes PHAs with project-based commitments and increased costs due to
portability that were not included in current baseline estimates, as well as adjustments needed for unforeseen circumstances. This
amounts to less than 1 percent of the total Contract Renewals request, and provides the Secretary with the essential ability to
address inequities resulting from unanticipated events.
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Utilization and Leasing

At the beginning of this decade, renewal
funds were based on actual per unit costs
for 100 percent of expiring Annual
Contributions Contract (ACC) units,
regardless of whether the units were leased
or not. Congress became increasingly
concerned with the ever growing increases in
housing assistance payment (HAP) renewal
costs, and as a result began to impose
different renewal calculation formulas each
year through the Appropriations Acts each
year beginning in 2003. New restrictions on
leasing levels, the uncertainty and
unpredictability of an ever changing renewal
voucher funding formula, and concerns about
possible offsets and pro-rated decreases all
contributed to a dramatic slide in funding
utilization (see Figure C.3) beginning in
2004. Renewal funding instability led to
program instability and a decrease in
funding utilization. While funding
utilization has shown modest improvements in
recent years, ensuring that renewal funding
in 2010 will be sufficient to renew both new
incremental vouchers and the number of
families that PHAs were actually assisting
at the end of December 2008 is a key
component to stabilizing and continued
improvement in voucher leasing and
utilization rates.

Figure C.3 Funding Utilization 1/1/2002 - 12/31/2008
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Administrative Fees Amount
LACNORSTI:N o)'e% e} ool 1= wlk Ko s LN I $1,340,183
2009 Appropriation/ReqUest ... ...ttt ittt ettt e e 1,436,000
2010 REQUEST vttt ittt ittt ittt ettt et et e e e e e 1,493,800
Program Improvements/Offsets ...ttt ittt ettt +57,800

NOTE: Amounts above are net of rescissions and represent the fiscal year allocation. However, this program is administered on a
calendar year basis. The actual calendar year distribution allocations are as follows:

Calendar Year

Calendar Year Allocation
2008 $1,351,000
2009 1,450,000
2010 1,493,800

Proposed Actions

Administrative Fees are a vital component of the HCV program. These funds provide PHAs with the resources necessary to administer
Housing Choice (Section 8) vouchers. Approving units, evaluating tenant eligibility, and reviewing applications are personnel
intensive processes for PHAs. Administrative Fees are necessary to maintain an effective level of service delivery and ensure that
the right benefits are going to the right people.

The Department requests $1.494 billion for the fiscal year 2010. This is a $43 million (or 3 percent) increase from the fiscal year
2009 Omnibus Appropriations Act. This is necessary to support the increase in the workload associated with the additional vouchers
appropriated by Congress. In fiscal year 2009, the PHAs are projected to issue almost 60,000 incremental vouchers.

The Department initiated a research study on administrative fees related to the HCV program. In the future, this data will be used to
determine the distribution of administrative fees based on the number of families assisted by a PHA. 1In establishing the
administrative fee, the Department must determine the minimum program size necessary for an agency to administer the housing voucher
program in a cost effective manner. The administrative fee will be reconsidered and updated each year; the bases for these
adjustments would be linked to index changes in wage data or other objectively measurable data reflecting the costs of administering
the program.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Section 8 Rental Assistance Amount
ACTORST:N o) o% e} ool It=8 wl o ) o $150, 060
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt et ettt 150,000
2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens 103,000
Program Improvements/OffSets v ittt ittt ittt ittt et ettt -47,000

Proposed Actions

The Department proposes $103 million in new budget authority for Section 8 Rental Assistance (tenant protection vouchers)in 2010.

This request is necessary to provide housing for previous HUD-assisted families who are displaced through no fault of their own and is
required by law. These funds will provide HCV assistance, for the relocation of residents affected by Property Disposition, Opt-
Out/Termination, portfolio re-engineering, preservation prepayment, replacement/relocation vouchers for Section 202 Mandatory
Conversion, project-based moderate rehabilitation, project-based moderate rehabilitation Single Room Occupancy (SRO), HOPE VI, and
Section 33 of the U.S. Housing Act of 1937, as amended. A portion of the funds may also be used for the Family Unification Program,
witness relocation, conversion of Section 23 projects to Section 8 assistance and other types of project-based rental assistance to
Section 8 assistance. Since this is a demand-driven requirement, it is difficult to determine the actual needs for 2010. This
estimate is based on prior obligations.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

FSS Coordinators Amount
LACTORST:N o) o% e} ool It=8 wl o ) o $49,000
2009 ApPPropriation/ReqUEST vt vttt ittt it ittt ittt ettt ettt e e 50,000
2010 REQUESE vttt ittt ittt ettt e ettt ettt ettt e e e e e 50,000

Program Improvements/Offsets .. ...ttt ittt

Proposed Actions

The Family Self-Sufficiency (FSS) program supports the Department’s strategic goal of helping HUD-assisted renters make progress
toward self-sufficiency. This program provides funding for FSS Coordinator positions. The FSS program helps participants achieve
employment goals, accumulate assets, and receive training and counseling that will enable them to be self-sufficient without rental
assistance. FSS program services may include, but are not limited to: child care, transportation, education, job training and
employment counseling, substance/alcohol abuse treatment or counseling, household skill training, and homeownership counseling. In
fiscal year 2009, $50 million was set aside from the Administrative Fee funding to support the FSS Coordinators.

FSS coordinators have been found to be essential to accomplishing these goals since they link program participants to the supportive
services, such as counseling, education, and employment assistance. In calendar year 2007, approximately 57 percent of families
enrolled in the Housing Choice Voucher FSS program for at least 1 year reported an increase in earned income since their enrollment in
the FSS program. According to records in the Department’s Public and Indian Housing Information Center (PIC) data system, between
January 1, 1998 and December 31, 2007, an average of 47 percent of families that completed their FSS program contracts no longer
needed rental assistance. In calendar year 2007, approximately 21 percent of families that completed their FSS contracts moved to
homeownership and, in addition, 859 families that were current HCV/FSS program participants had purchased homes through the voucher
homeownership option of the HCV program. With the $47.5 million awarded in fiscal year 2007, the Department provided coordinators to
645 of the more than 1,000 PHAs currently administering the program. The data for 2008 is not yet available. The Department has
awarded, obligated and contracted all carryover funds from fiscal year 2008.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Veterans Affairs Supportive Housing (VASH) Program Amount
ACTORST:N o) o% e} ool It=8 wl o ) o $75,000
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt ettt ettt 75,000

2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens

Program Improvements/OffSets v ittt ittt ittt ittt et ettt -75,000

Proposed Actions

The VASH program provides HUD rental assistance (Housing Choice) vouchers for use by homeless veterans. Veterans who participate in
this program must agree to case management services from Department of Veterans Affairs (VA) staff. Working collaboratively with the
VA, HUD implemented the new HUD-VASH program in record time. More than 10,000 HUD-VASH vouchers were awarded to PHAs from fiscal year

2008 Appropriations. Participating PHAs, in partnership with VA medical centers, are helping homeless veterans find housing. The
Department is not requesting additional VASH vouchers in the 2010 Budget because the Department continues to focus on fully
implementing the 2008 and 2009 VASH appropriations. However, the renewal of the approximately 20,000 VASH vouchers from 2008 and

2009 are included in the tenant-based contract renewal budget request.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Working Capital Fund (transfer) Amount
ACTORST:N o) o% e} ool It=8 wl o ) o U $6,494
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt et ettt 7,929

2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens

Program Improvements/OffSets ittt it ittt ittt ittt ittt ettt -7,929

Proposed Actions

The Department’s 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 Tenant-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.
Examples of projects that could be undertaken with Transformation Initiative funding in respect to the Tenant-Based Rental Assistance
account, include: designing a comprehensive system to better manage and administer the HCV Program to have prompt data accessibility
and reporting as well as research and demonstration efforts to help enable the HCV program to better adapt to changing market
conditions and to examine ways to reduce and/or control the costs of the program. Transformation Initiative efforts can also address
other HCV issues such as administrative fee costs, energy costs and energy savings proposals, and success rates and usage patterns for
vouchers. More details on the overall Transformation Initiative and how it will improve this program are in the justification for
the Transformation Initiative account.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Disaster Displacement Assistance Amount

ACTORST:N o) o% e} ool It=8 wl o ) o $85,000
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt ettt ettt
2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens

Program Improvements/OffSets v ittt ittt ittt ittt et ettt

Proposed Actions

The Department is committed to protecting this population until they are able to fully recover from such a catastrophic disaster such
as Hurricanes Katrina and Rita. The Disaster Relief and Recovery Supplemental Appropriations Act, 2008, provided $85 million during
fiscal year 2009 to continue housing assistance to eligible families whose assistance would end upon expiration of the Disaster
Housing Assistance Program (DHAP). Although the 2010 Budget does not propose additional funds for this activity, the Department’s
request for the Contract Renewal set-aside includes resources to renew these vouchers.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Non-Elderly Disabled Amount
ACTORST:N o) o% e} ool It=8 wl o ) o U $30,000
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt et ettt 30,000

2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens Ce.
Program Improvements/OffSets ittt it ittt ittt ittt ittt ettt -30,000

Proposed Actions

HUD provides HCV assistance for certain non-elderly disabled families pursuant to the 2008 and 2009 Appropriations Acts. Although the
2010 Budget does not propose additional funds for this activity, the Department’s request includes sufficient funds to renew these
vouchers as part of the Contract Renewal set-aside for calendar year 2010. The Department continues to focus on fully implementing
the 2008 and 2009 Appropriations.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Program Offsets
(Dollars in Thousands)

Family Unification Program Amount
ACTORST:N o) o% e} ool It=8 wl o ) o $20,000
2009 ApPPropriation/REQUEST vt vttt it ittt ittt ettt et ettt 20,000

2010 REQUESE vt vttt ittt ettt et et e eeeeeeeeeneeeseeeeesseeneseseenansenens

Program Improvements/OffSets v ittt ittt ittt ittt et ettt -20,000

Proposed Actions

The Family Unification Program provides HCV assistance to families whose lack of adequate housing is a primary cause of the
separation, or imminent separation, of a child or children from their families. Although the 2010 Budget does not propose additional
funds for this activity, the Department’s request includes sufficient funds to renew these vouchers as part of the Contract Renewal
set-aside for calendar year 2010. The Department continues to focus its attention on fully implementing the 2008 and 2009
Appropriations.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE

Program Name:

TENANT-BASED RENTAL ASSISTANCE

Program Mission:

Tenant-Based Rental Assistance is the Federal government's major program for assisting very low-income

2009 is 2,000.

families, the elderly, and the disabled to afford decent, safe, and sanitary housing in the private market.
Performance Indicators Data Sources Performance Report Performance Plan
2008 Plan 2008 Actual 2009 Plan 2010 Plan
Improve the utilization rate of Housing The Voucher Tracking 93% tracking Tracking
Choice Voucher funding to 97 percent by Management
Calendar Year 2011. System
The proportion of the Housing Choice Field NA 2.9% Tracking Tracking
Voucher program funding administered by [0ffice/Grantee
troubled housing agencies. Reporting
The Department will develop baseline data [HCV Program INA INA Tracking Tracking
and future years’ targets for the Housing |Assessment Tool
Choice Voucher program assessment tool.
The rate of program errors and improper Periodic PD&R, Improper 3.5% Improper Improper
payments in HUD’s rental housing PIH & Housing payments will be payments will be [payments will be
assistance programs will continue to be Reporting no more than4.6% no more than no more than
reduced. of total 3.2% of total 3.1% of total
payments payments payments
The number of homeownership closing under |PIH Information |[1,200 1,200 2,000 2,000
the homeownership option of the Housing Center;
Choice Voucher program in fiscal year Form 50058

NA = Not Applicable.
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Explanation of Indicators

Indicator: Improve the utilization rate of Housing Choice Voucher funding to 97 percent by Calendar Year 2011.

The objective of this goal is to ensure that the funding provided by Congress for Housing Choice Vouchers (Tenant-Based Rental
Assistance) is effectively used. The Housing Choice Voucher program provides low-income participants with the ability to seek rental
housing of their choice, with certain rent parameters and portability features enabling families to take their vouchers to other
rental markets in pursuit of available job and other economic opportunities. While most of the Housing Choice Voucher program annual
budget authority is currently being used to assist low-income families, some PHAs are not fully using all the budget authority
allocated to them. Maximizing the amount of appropriated Housing Choice Voucher funds (Tenant-Based Rental Assistance - Contract
Renewals) used by PHAs is a key HUD priority. Until such time as asset management and the new assessment system are implemented, the
Department will report the utilization of Housing Choice Voucher funding as a tracking indicator.

At the end of calendar year 2008, PHAs had a utilization rate of 93.5 percent. This is an increase from calendar year 2007 when PHAs
used 92.9 percent of their funding. Although this is an improvement, HUD still expects much greater utilization of these funds. To
achieve improved utilization, HUD plans to continue outreach to PHAs and to link future administrative fee payments to PHA leasing
levels.

Indicator: The proportion of the Housing Choice Voucher program funding administered by troubled housing agencies.

This indicator provides one measure of the quality of administration of the Housing Choice Voucher Program at the PHA level. The
Department is proud to report there has been a substantial improvement in this area. For 2008, there were 116 troubled agencies with
Housing Assistance Payment funding of $430 million (2.9 percent of the total Housing Assistance Payment funding). For 2007, there

were 152 troubled agencies, with Housing Assistance Payment funding of $644.6 million (4.5 percent the total Housing Payment funding).
This represents a decrease of 33 percent in the funding that those agencies administered and a 24 percent reduction in the number of
troubled PHAs.

During fiscal year 2009, HUD will determine the baseline percentage of Housing Choice Voucher Program funding that is administered by
PHAs that are determined to be troubled under the new performance assessment system. At that point, the Department will implement
Annual Performance Plan goals to manage the performance of PHAs. Until asset management and the new assessment system are
implemented, the Department will report this indicator as a tracking indicator.

Indicator: The Department will develop baseline data and future years’ targets for the Housing Choice Voucher program assessment
tool.

The objective of this goal is to ensure that the funding provided by Congress for Housing Choice Vouchers is effectively used. The
Housing Choice Voucher Program provides low-income participants with the ability to seek rental housing of their choice, with certain
rent parameters and portability features enabling families to take their vouchers to other rental markets in pursuit of available job
and other economic opportunities. Currently, Housing Choice Voucher funding is based on a fixed annual budget, yet the program’s
underlying law and regulations mandate a restrictive, cumbersome program that makes managing within budget very difficult. The
present program monitoring tool, the Section Eight Management Assessment Program, is based on self-reported management indicators.

As envisioned, the new Housing Choice Voucher assessment would be results-oriented. Under the proposed program, PHAs would be
measured on four main standards: 1) housing quality; 2) fund utilization; 3) financial condition of the agency; and 4) the accuracy
of reports. The Secretary may determine additional indicators. During fiscal year 2007, the program area completed an analysis of
the changes needed to the assessment tools. The goal is to implement the changes during fiscal year 2009.
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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 the Project-Based Rental 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;

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.

HUD has surpassed its improper payment goal for the fiscal year 2008 reporting period (based on fiscal year 2007 data) by reducing
improper payments to 3.5 percent, or 1.1 percentage point below the goal and an improvement of 2.0 percentage points from the previous
year’s result of 5.5 percent.

The overall reduction in improper payments for HUD’s three major types of rental housing assistance Programs over the past 8 years has
been primarily attributed to HUD’s efforts to work with its housing industry partners through enhanced program guidance, training,
oversight, and enforcement. Collectively, these efforts have had a positive impact on the program administrators’ ability to reduce
their errors in the calculation of income, rent, and subsidies. The Department also has found a direct correlation in the reduction
of improper payments to the number of monitoring reviews of public housing agencies (PHAs) and the number of management and occupancy
reviews at multifamily housing properties, as well as the increased availability and use of the Enterprise Income Verification system
by PHAs, and by owners, management agents, and contract administrators for HUD’s Project-Based Assistance programs.

More recently, program structure changes have reduced the opportunities for improper payments in two of HUD’s Rental Assistance
Programs. In HUD’s public housing program, significant program structure changes were implemented to improve the efficient use of
funding in the Public Housing Operating Fund. These structure changes effectively eliminated all three previously reported types of
improper payments due to Administrator, Income Reporting, and Billing errors. It should be noted that PHAs could still make
Administrator errors, and tenants could still under-report or not report their income. However, in the new structure, the effect of
these errors would be borne by the PHA and HUD’s subsidy payment would remain unchanged. Nonetheless, HUD retains program oversight
responsibility to ensure the proper performance and benefits of the program, and will continue to focus on effective measures to
reduce performance errors by PHAs.

During fiscal years 2009 and 2010 reporting period, the Department plans to continue this successful trend by reducing program errors
and improper payments to 3.2 percent in 2009 (reporting on fiscal year 2008 results) and 3.1 percent in 2010 (reporting on fiscal year
2009 results), respectively. Achieving HUD’s aggressive improper payment reduction goals will result in a more efficient use of
program funds, either through the availability of additional funds (net overpayment) or giving the right amount to those in need (net
underpayment) .

Indicator: The number of homeownership closings under the homeownership option of the Housing Choice Voucher program in fiscal year
2010 is 2,000.

This indicator is part of a cross-departmental goal, (A.l), to promote affordable homeownership opportunities. Increasing
homeownership among low-income and minority households is one of the Department’s most important initiatives and a number of HUD
programs help increase the number of individuals and families that achieve homeownership. The Office of Public and Indian Housing
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plans to assist 9,000 families in fiscal year 2010 by building, acquiring, or rehabilitating homeownership units or assisting their
families in their purchase. To achieve this goal, the Housing Choice Voucher Program will assist 2,000 in fiscal year 2010.

To achieve this goal, the Housing Choice Voucher Program will conduct 2,000 homeownership closings under the homeownership option in
fiscal year 2010. The homeownership helps accomplish this objective by allowing PHAs to provide voucher assistance to low-income
first-time homebuyers for monthly homeownership expenses rather than for monthly rental payments--the most typical use of voucher
assistance. This indicator tracks the annual number of homeowners assisted with voucher funds.

Since its inception in 2001, this program has grown annually. As of fiscal year 2008, 12,766 households have become homeowners
through homeownership vouchers, an increase of 22 percent over last year. However, the actual increase achieved will continue to be
affected by several other factors, including PHA capacity, availability of financing for first-time low- and moderate-income
homebuyers, market forces, and interest rates.



Tenant-Based Rental Assistance

PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Justifications of Proposed Changes in Appropriations Language

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

TENANT-BASED RENTAL ASSISTANCE
(INCLUDING TRANSFER OF FUNDS)

For activities and assistance for the provision of tenant-based rental assistance authorized under the United States Housing Act of

1937,

as amended (42 U.S.C. 1437 et seqg.) ("the Act'' herein), not otherwise provided for, [$16,817,000,000] $13,836,000,000, to

remain available until expended, [of which $12,817,000,000]shall be available on October 1, [2008] 2009 (in addition to the
$4,000,000,000 previously appropriated under this heading that will become available on October 1, 2009), and $4,000,000,000, to
remain available until expended, shall be available on October 1, [2009] 2010: Provided, That of the amounts made available under this
heading [ are provided as follows:

[(1) $15,034,071,000] $16,189,200,000 shall be available for renewals of expiring section 8 tenant-based annual contributions
contracts (including renewals of enhanced vouchers under any provision of law authorizing such assistance under section 8(t) of
the Act) and including renewal of other [designated housing] special purpose vouchers initially funded in fiscal year 2008 and
2009 (such as Family Unification, Veterans Affairs Supportive Housing Vouchers and Non-elderly Disabled Vouchers): Provided, That
notwithstanding any other provision of law, from amounts provided under this paragraph and any carryover, the Secretary for the
calendar year [2009] 2010 funding cycle shall provide renewal funding for each public housing agency based on voucher management
system (VMS) leasing and cost data for [the most recent Federal fiscal year] calendar year 2009 and by applying [the 2009] the
most recent Annual Adjustment Factor as established by the Secretary, and by making any necessary adjustments for the costs
associated with deposits to family self-sufficiency program escrow accounts or first-time renewals including tenant protection or
HOPE VI vouchers: Provided further, That if VMS data for calendar year 2009 is incomplete, the Secretary may make adjustments as
necessary until such data is verifiable and complete: Provided further, [That none of the funds provided under this paragraph may
be used to fund a total number of unit months under lease which exceeds a public housing agency's authorized level of units under
contract: ]That the Secretary may offset public housing agencies' calendar year 2010 allocations based on amounts in public
housing agencies' net restricted assets accounts (in accordance with VMS data that is complete and verifiable): Provided further,
That in no instance shall amounts offset leave less than two weeks of a public housing agency's 2010 calendar year eligibility
amount in the net restricted asset account: Provided further, That amounts from the offset shall be reallocated, notwithstanding
section 204 of the General Provisions of this title, to high performing public housing agencies or based on need, as determined
by the Secretary: Provided further, That the Secretary shall, to the extent necessary to stay within the amount specified under
this paragraph[ (except as otherwise modified under this Act)], pro rate each public housing agency's allocation otherwise
established pursuant to this paragraph: Provided further, That [except as provided in the last two provisos,]the entire amount
specified under this paragraph [ (except as otherwise modified under this Act) ]shall be obligated to the public housing agencies
based on the allocation and pro rata method described above, and the Secretary shall notify public housing agencies of their
annual budget not later than 60 days after enactment of this Act: Provided further, That the Secretary may extend the 60-day
notification period with [the]prior written [approval of] notice to the House and Senate Committees on Appropriations: Provided
further, That public housing agencies participating in the Moving to Work demonstration shall be funded pursuant to their Moving
to Work agreements and shall be subject to the same pro rata adjustments under the previous provisos: Provided further, That up
to [$100,000,000] $150,000,000 shall be available only: (1) to adjust the allocations for public housing agencies, after
application for an adjustment by a public housing agency that experienced a significant increase, as determined by the

Secretary, in renewal costs of tenant-based rental assistance resulting from unforeseen circumstances or from portability under
section 8(r) of the Act; (2) [for adjustments for public housing agencies with voucher leasing rates at the end of the calendar
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year that exceed the average leasing for the 12-month period used to establish the allocation; (3) ]for adjustments for the costs
associated with VASH vouchers; [and ]Jor ([4] 3) for vouchers that were not in use during the 12-month period in order to be
available to meet a commitment pursuant to section 8 (o) (13) of the Act[.],

[(2) $150,000,000] $103,000,000 shall be for section 8 rental assistance for relocation and replacement of housing units that are
demolished or disposed of pursuant to the Omnibus Consolidated Rescissions and Appropriations Act of 1996 (Public Law 104-134),
conversion of section 23 projects to assistance under section 8, the family unification program under section 8 (x) of the Act,
relocation of witnesses in connection with efforts to combat crime in public and assisted housing pursuant to a request from a
law enforcement or prosecution agency, enhanced vouchers under any provision of law authorizing such assistance under section
8(t) of the Act, HOPE VI vouchers, mandatory and voluntary conversions, and tenant protection assistance including replacement
and relocation assistance or for project based assistance to prevent the displacement of unassisted elderly tenants currently
residing in section 202 properties financed between 1959 and 1974 that are refinanced pursuant to Public Law 106-569, as amended,
or under the authority as provided under this Act: Provided, That the Secretary [shall] may provide replacement vouchers for all
units that were occupied within the previous 24 months that cease to be available as assisted housing, subject [only

]to the availability of funds[.],

[(3) Not to exceed $7,929,000 provided under this heading may be transferred to the Working Capital Fund: Provided, That funding
made available under this section shall not be transferred to the Working Capital Fund until the voucher management system
leasing and cost data is made available to the public on the Department of Housing and Urban Development website.]

[(4) $1,500,000,000] $1,493,800,000 shall be for administrative and other expenses of public housing agencies in administering
the section 8 tenant-based rental assistance program, [and] of which up to $50,000,000 shall be available to the Secretary to
allocate to public housing agencies that need additional funds to administer their section 8 programs, including fees associated
with section 8 tenant protection rental assistance, the administration of disaster related vouchers, Veterans Affairs Supportive
Housing vouchers, and other incremental vouchers: Provided, That no less than [$1,400,000,000]$1,443,800,000 of the amount
provided in this paragraph shall be allocated to public housing agencies for the calendar year [2009] 2010 funding cycle based on
section 8(q) of the Act (and related Appropriation Act provisions) as in effect immediately before the enactment of the Quality
Housing and Work Responsibility Act of 1998 (Public Law 105-276): Provided further, That if the amounts made available under this
paragraph are insufficient to pay the amounts determined under the previous proviso, the Secretary may decrease the amounts
allocated to agencies by a uniform percentage applicable to all agencies receiving funding under this paragraph or may, to the
extent necessary to provide full payment of amounts determined under the previous proviso, utilize unobligated balances,
including recaptures and carryovers, remaining from funds appropriated to the Department of Housing and Urban Development under
this heading, for fiscal year [2008] 2009 and prior fiscal years, notwithstanding the purposes for which such amounts were
appropriated: Provided further, That amounts provided under this paragraph shall be only for activities related to the provision
of tenant-based rental assistance authorized under section 8, including related development activities[: Provided further, That
of the total amount provided under this paragraph, $50,000,000 shall be made available for family self-sufficiency coordinators
under section 23 of the Act.],;and

[(5) $20,000,000 for incremental voucher assistance through the Family Unification Program: Provided, That the assistance made
available under this paragraph shall continue to remain available for family unification upon turnover: Provided further, That
the Secretary of Housing and Urban Development shall make such funding available, notwithstanding section 204 (competition
provision) of this title, to entities with demonstrated experience and resources for supportive services.
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(6) $75,000,000 for incremental rental voucher assistance for use through a supported housing program administered in conjunction
with the Department of Veterans Affairs as authorized under section 8 (o) (19) of the United States Housing Act of 1937: Provided,
That the Secretary of Housing and Urban Development shall make such funding available, notwithstanding section 204 (competition
provision) of this title, to public housing agencies that partner with eligible VA Medical Centers or other entities as
designated by the Secretary of the Department of Veterans Affairs, based on geographical need for such assistance as identified
by the Secretary of the Department of Veterans Affairs, public housing agency administrative performance, and other factors as
specified by the Secretary of Housing and Urban Development in consultation with the Secretary of the Department of Veterans
Affairs: Provided further, That the Secretary of Housing and Urban Development may waive, or specify alternative requirements for
(in consultation with the Secretary of the Department of Veterans Affairs), any provision of any statute or regulation that the
Secretary of Housing and Urban Development administers in connection with the use of funds made available under this paragraph
(except for requirements related to fair housing, nondiscrimination, labor standards, and the environment), upon a finding by the
Secretary that any such waivers or alternative requirements are necessary for the effective delivery and administration of such
voucher assistance: Provided further, That assistance made available under this paragraph shall continue to remain available for
homeless veterans upon turn-over.

(7) $30,000,000 for incremental vouchers under section 8 of the Act for nonelderly disabled families: Provided, That assistance
made available under this paragraph shall continue to remain available for the same population upon turnover: Provided further,
That the Secretary of Housing and Urban Development shall make such funding available, notwithstanding section 204 (competition
provision) of this title, to entities with demonstrated experience and resources for supportive services]

$50,000,000 shall be for family self-sufficiency coordinators under section 23 of the Act.
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PUBLIC AND INDIAN HOUSING
TENANT-BASED RENTAL ASSISTANCE
Crosswalk of 2008 Availability

(Dollars in Thousands)

Total
Supplemental/ Approved 2008
Budget Activity 2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
Contract RenewalsS .....veeeeennnnnnnn $14,705,323 -$899, 929 . c.. $171, 7687 $13,977,162
Administrative Fees .....uiiiiennen.. 1,340,183 . - - 44,060 1,384,243
Section 8 Rental Assistance ......... 200,000 -49,940 ... ... 90,014 240,074
FSS Coordinators . ..uuiueeeeennneennnn 49,000 . . . 47,526 96,526
Veterans Affairs Supportive Housing
(VASH) Program ........eeeeeeeennnns 75,000 ... ... ... ... 75,000
Working Capital Fund (transfer) ..... 6,494 ... ... ... ... 6,494
Non-Elderly Disabled ................ 30,000 ... ... ... ... 30,000
Family Unification Program .......... 20,000 - - - . 20,000
Disaster Displacement Assistance .... e 85,000 e e e 85,000
3 = 16,426,000 -864,869 A A 353,368 15,914,499

a/ Includes a fiscal year 2008 recapture of $3,094,346 that was rescinded.
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Budget Activity

Contract Renewals

Administrative Fees

Section 8 Rental Assistance .........

FSS Coordinators

Veterans Affairs Supportive Housing

(VASH) Program

Working Capital Fund
Non-Elderly Disabled

(transfer)

Family Unification Program ..........

Disaster Displacement Assistance

Total ...........

2009
President’s
Budget

Request

$14,319,071
1,400,000
150,000
48,000

75,000
7,929

39,000

16,039,000

PUBLIC AND INDIAN HOUSING

TENANT-BASED RENTAL ASSISTANCE

Crosswalk of 2009 Changes
(Dollars in Thousands)

Congressional

Appropriations

Action on 2009
Request

$15,206,071
1,436,000
150,000
50,000

75,000

7,929
30,000
20,000

16,975,000

2009
Supplemental/ Total 2009
Rescission Reprogrammings Carryover Resources
-$750,000 $2,302 $14,458,373
68,101 1,504,101
100,328 250,328
49,008 99,008
1,641 76,641
7,929
30,000 60,000
20,000 40,000
e e 85,000 85,000
-750,000 356,380 16,581,380




Tenant-Based Rental Assistance

Tenant-Based Rental Assistance
Calendar Year 2008 Enacted

Estimated Per Budget
Units Unit Cost Authority

Calendar Year 2008:
Voucher Contract Renewals NA NA $14,694,506,000 °
Administrative Fee NA NA 1,351,000,000
Tenant Protections 28,027 NA 200,000,000
Family Self-Sufficiency Coordinators NA NA 49,000,000
Working Capital Fund (transfer) NA NA 6,494,000
Veteran Affairs Supportive Housing (VASH) Program NA NA 75,000,000
Non-elderly Disabled NA NA 30,000,000
Family Unification Program NA NA 20,000,000
Disaster Housing Assistance Program (Supplemental) NA NA 85,000,000

Total, calendar year 2008 Tenant-Based Rental Assistance NA NA 16,511,000,000

Total, including rescission of $723,257,000 15,787,743,000

a/ Excludes $723,257,000 rescinded and offset from existing PHA balances (net restricted asset accounts).

NA = Not Applicable.
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Tenant-Based Rental Assistance
Calendar Year 2009 Enacted

Estimated Per Budget
Units Unit Cost Authority

Calendar Year 2009:
Voucher Contract Renewals NA NA $15,034,071,000 °
Administrative Fee NA NA 1,450,000,000
Tenant Protections 20,121 7,455 150,000,000
Family Self-Sufficiency Coordinators NA NA 50,000,000
Working Capital Fund (transfer) NA NA 7,929,000
Veteran Affairs Supportive Housing (VASH) Program 10,060 7,455 75,000,000
Non-elderly Disabled 4,024 7,455 30,000,000
Family Unification Program 2,683 7,455 20,000,000

Total, calendar year 2009 Tenant-Based Rental Assistance NA NA 16,817,000,000

Total, including rescission of $750,000,000 16,067,000,000
a/ Excludes $750 million rescinded and offset from existing PHA balances (net restricted asset accounts). Also

excludes $220 million the Department plans to make available from carryover funds.

NA = Not Applicable.

Tenant-Based Rental Assistance
Calendar Year 2010 Request

Estimated Per Budget
Units Unit Cost Authority

Calendar Year 2010:
Voucher Contract Renewals NA 7,679 $16,189,200,000 °
Administrative Fee NA NA 1,493,800,000
Tenant Protections 13,413 7,679 103,000,000
Family Self-Sufficiency Coordinators NA NA 50,000,000

Total, calendar year 2010 Tenant-Based Rental Assistance NA 17,836,000,000

Total, calendar year 2010 spending (including funds made available by offset) 18,039,808,267

a/ Excludes $203,808,267 estimated offset from existing PHA balances (net restricted asset accounts).
NA = Not Applicable.



PUBLI C AND | NDI AN HOUSI NG
HOUSI NG CERTI FI CATE FUND
2010 Summary Statenent and Initiatives
(Dol I'ars in Thousands)

Enact ed/ Suppl enent al / Tot al
HOUSI NG CERTI FI CATE FUND Request Car ryover Resci ssi on Resour ces ol i gati ons Qut | ays
2008 Appropriation ................ . $763, 240% - $300, 919¢ $462, 321 $425, 072 $2, 646, 622
2009 Appropriation/ Request ........ . 343, 249" . 343, 249 343, 249 1, 536, 000
2010 Request ............... ... e e e e e 1, 220, 000
Program | nprovenments/ Offsets ...... - - 343, 249 - - 343, 249 - 343, 249 - 316, 000

a/  Includes $296 nmillion fromrecovered prior obligations collected during fiscal year 2008.

b/ Includes $306 mllion in anticipated recoveries fromprior obligations collected during fiscal year 2009.

¢/ Includes a rescission of $282 mllion for the Departnent’s 2008 rescission target, and the cancelation of $19 mllion in SY74
f unds.

Sunmary St at enent

No new funds are requested for the Housing Certificate Fund in fiscal year 2009. |In fiscal year 2005, Congress established two new
accounts, Tenant-Based Rental Assistance and Project-Based Rental Assistance, to adm nister the activities of the Housing Certificate
Fund.

In addition, the Departnent does not request a rescission fromthis account in fiscal year 2010. During 2007, HUD enpl oyed an out si de
contractor to conduct an extensive analysis and clean-up of all Project-Based Rental Assistance contracts. As a result of this
analysis, HUD is confident that the remaining contract balances are required to neet HUD s contract conmm tnents.

The Departnent estimates that total Section 8 Arendnent needs in 2010 will be $624 million. The Budget assunes that $164 mllion of
this amount will be funded by recaptures collected in the Housing Certificate Fund account. The renuining amount ($460 million) will
be funded fromthe Project-Based Rental Assistance account.

Initiatives

No new initiatives are proposed for this account.
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PUBLI C AND | NDI AN HOUSI NG
HOUSI NG CERTI FI CATE FUND
Sumrary of Resources by Program
(Dol I'ars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hority/ Carryover 2009 Tot al 2010
Budget Activity Aut hority Into 2008 Resour ces ol i gati ons Request Into 2009 Resour ces Request
Section 8 Amendnents .. S $250, 000 $250, 000 $242, 940 S $313, 060 $313, 060
Contract Renewals ..... -$300, 919 504, 809 203, 890 174, 845 - 29, 045 29, 045
Admi ni strative Fees ... L. 8,431 8,431 7,287 L. 1,144 1,144
Total ............... - 300, 919 763, 240 462, 321 425, 072 . 343, 249 343, 249

NOTE: “2008 Carryover Into 2009” for Section 8 Anendnents includes recoveries of $306 nmillion fromprior year obligations.
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PUBLI C AND | NDI AN HOUSI NG
HOUSI NG CERTI FI CATE FUND
Program Off set s
(Dol I'ars in Thousands)

Section 8 Anendnents Anpunt

2008 ApPropriati ON ...
2009 Appropriati on/ ReqUEST . . ...
2010 ReqUEST . .ot
Program I mprovement s/ OFf Set s ... .

Proposed Actions

Section 8 Anendnments are required to support |ong-term project-based contracts that run out of funds. These long-termcontracts were
primarily signed in the 1970's and 1980's, for terns of up to 40 years. Estimating funding needs over such a | ong period of tine
proved to be problematic, and, as a result, many of these Section 8 contracts were inadequately funded. The current practice of
renewi ng expiring contracts for a 1-year termhelps to ensure that the problemof inadequately funded contracts is not repeated.
However, ol der long-termcontracts that have not reached their term nation dates and have not yet entered the 1l-year renewal cycle
require amendnment funds to remain financially viable and thus naintain the inventory of affordable rental housing.

The Departnent estimates that total Section 8 Arendnent needs in 2010 will be $624 nmillion. The Budget assunes that $164 mllion of
this amount will be funded by recaptures collected in the Housing Certificate Fund account. The renuining amount ($460 million) will
be funded fromthe Project-Based Rental Assistance account.
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PUBLI C AND | NDI AN HOUSI NG
HOUSI NG CERTI FI CATE FUND
Justification of Proposed Changes in Appropriation 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.

HOUSI NG CERTI FI CATE FUND

[OF the unobligated] Unobligated bal ances, including recaptures and carryover, renmaining fromfunds appropriated to the Departnent of
Housi ng and Urban Devel opnent under this heading, the heading “Annual Contributions of Assisted Housing” and the heading “Project-
Based Rental Assistance”, for fiscal year [2009] 2010 and prior years may be used for renewal of or amendnents to section 8 project-
based contracts and for performance-based contract administrators, notw thstanding the purposes for which such funds were
appropriated: Provided, That any obligated bal ance of contract authority fromfiscal year 1974 and prior that have been term nated
shal | be permanently cancel |l ed.
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Budget Activity

Section 8 Amendnents ................
Contract Renewals ...................
Admi ni strative Fees

Tot al

a/ Includes a rescission of $282 million for the Departnent’s 2008 rescission target,

SY74 funds.

b/ Includes $296 mllion fromrecaptured prior obligations collected during fiscal

PUBLI C AND | NDI AN HOUSI NG
HOUSI NG CERTI FI CATE FUND
Crosswal k of 2008 Availability
(Dol I'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
2008 Enact ed Resci ssi on Repr ogr amm ngs Transfers Car ryover Resour ces
- $250, 000 $250, 000
- $300, 919¥ 504, 809" 203, 890
e e e e 8,431 8,431
- 300, 919 763, 240 462, 321

and the cancellation of $19 million in

year 2008.
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2009
President’s
Budget
Budget Activity Request

Section 8 Amendnents ................
Contract Renewals ...................
Administrative Fees .................

Tot al

a/ This includes $306 nillion in estinated recoveries during fiscal

PUBLI C AND | NDI AN HOUSI NG

HOUSI NG CERTI FI CATE FUND

Crosswal k of 2009 Changes
(Dol I'ars in Thousands)

Congr essi onal

Appropriations 2009
Action on 2009 Suppl enental / Total 2009
Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$313, 060 $313, 060
29, 045 29, 045
e e e 1,144 1,144
343, 249 343, 249
year 2009.



PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl erent al / Tot al
PUBLI C HOUSI NG OPERATI NG FUND Request Carryover Resci ssi on Resour ces bl i gati ons Qut | ays
2008 Appropriation ................ $4, 200, 000 $56 - $56 $4, 200, 000 $4, 199, 763 $4, 112, 758
2009 Appropriation/Request ........ 4, 455, 000 L L 4, 455, 000 4, 455, 000 4,391, 000
2010 Request ... 4, 600, 000 e e 4, 600, 000 4, 600, 000 4, 559, 000
Program | nprovenents/ Offsets ...... +145, 000 o o +145, 000 +145, 000 +168, 000

Transform ng Public Housing

The Public Housing Qperating Fund supports the Departnent’s nmission to pronote safe, decent affordable housing. The Operating Fund

provi des operating subsidy paynents to nore than 3,100 Public Housing Authorities (PHAs) who serve over 1.1 mllion households. For nore
informati on about public housing tenants see the table at the end of this section, entitled Public Housing Tenant Characteristics 2008.
Operating subsidies are provided to PHAs for the operation and managenment of public housing. The fiscal year 2010 Budget request seeks to
transform public housing by: (1) funding 100 percent of public housing s estimated need for operating subsidies; (2) continuing

impl ementation of public housing’s conversion to asset managenent; and (3) exploring new i deas under the Departnent’s Transformation
Initiative.

The budget proposes an appropriation of $4.6 billion for the Public Housing Operating Fund, which will fully support PHAs transitioning to
asset managenent by providing 100 percent of estimated funding needs under the Operating Fund Fornula that was the result of both the
Harvard Cost Study and Negotiated Rul emaking. These funds will enable over 3,100 PHAs to provide decent, safe, and affordable housing for
| ower-income famlies. This request adjusts and builds upon the Congressional appropriation of $4.46 billion in fiscal year 2009, which
resulted in an estimated proration of 90.5 percent.

The fiscal year 2010 Budget reflects the expiration in 2009 of the frozen fornula i ncome provision, pursuant to the Code of Federal

Regul ations (CFR), Section 990.195. Beginning with fiscal year 2007 under the Qperating Fund formula, tenant incone was frozen at the
fiscal year 2004 |evel for a 3-year period. Hence, PHAs were permtted to retain 100 percent of the difference between the rent collected
in fiscal year 2004 versus the rents actually collected in fiscal years 2007, 2008, and 2009. |In 2007, PHAs collected approxi mately $264
mllion in tenant income over frozen formula income. |In 2008, PHAs are estimated to have col |l ected approxi mately $300 mllion in tenant
income over the frozen formula incone. PHAs are projected to earn $414 mllion in tenant income over the frozen fornula amunt in 2009.
For fiscal year 2010, the first year that tenant income will be unfrozen, the Departnment has estimated rental incone using 2007 actual
anmounts (reflected on year-end financial statenents), and increased it to the fiscal year 2010 | evel using an annual growth rate of 1.5
percent, which is half the rate of increase experienced from 2004-2007 (reduced to reflect changes in the econony).

During the past 3 years, both PHAs and the Departnent have nmade significant investnents in converting to an asset managenent nodel. At
this stage in the nultiyear conversion process, the Departnment has already inplenented project-Ilevel funding and project-Ilevel financial
reporting. In addition, the Departnent is in the process of inplenenting project-Ilevel managenment reviews and perfornmance nonitoring,
with full conversion to asset nmanagenent in 2011.
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The Budget request will assure the continued progress in converting to asset nanagenent and, nore inportantly, the inprovenent in
managenent and efficiency. Since inplenmentation of asset managenent, and the focus on project-level reporting, the Departnent has
experienced a decrease in reported all owabl e vacancies and utility expense |levels. Inprovenents in nmanagenent operations are al so expected
with the pending inplenmentati on of on-site nmanagenent reviews.

In addition, the Departnment’s 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 the Operating
Fund will be transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and
technol ogy i nprovenents. Wthin 30 days of enactnent, the Secretary will provide a detailed operating plan to the Conmittees on
Appropriations with the specific activities that will be undertaken toward achieving transformati on at HUD. Exanples of projects that
coul d be undertaken with Transformation Initiative funding in respect to the Qperating Fund, include: a pilot programin converting
public housing to project-based assistance or the devel opment of a public housing portfolio nanagenent system More details on the
overall transformation initiative and these projects are in the justification for the Transformation Initiative account.

Ener gy Conservation

Public and Indian Housing (PIH was selected for a 2008 Presidential Award for Leadership in Federal Energy Managenent because of its
aggressive outreach effort to pronote and i nprove energy managenent in public housing devel opnments and reduce energy consunption in the
1.1 mllion public housing units across Anerica. Since the launch of its energy conservation initiative in 2002, PIH has saved

$102.8 million and has produced $570.8 mllion in energy investnents at PHAs nati onwi de.

In addition, on March 31, 2009 PIH recei ved an ENERGY STAR Speci al Recognition Award for pronoting the use of energy efficient appliances
in public housing units and encouragi ng public housing authorities across the country to follow "green" building standards. PIH survey
results indicate that nore than half of the nation's nore than 3,100 public housing PHAs require the use of ENERGY STAR-qualified products
as part of their procurenment policies. PIHs 46 field offices also played a critical role in the Departnent's energy outreach efforts.
Each conducted two workshops for housing authorities locally to pronote ENERGY STAR products. PIH provided brochures and briefing
materials to facilitate discussions and training. Qher energy conservation outreach efforts included PHA community neetings, state

housi ng conferences, housing industry workshops and direct technical assistance to public housing agencies in support of energy

per formance contracti ng.

Strategi c Goals and hj ectives

The Department is in the process of refining its strategic goals and objectives to better reflect the Admnistration’s priorities and

i mprove performance-based budgeting. The Operating Fund is essential to achieving the current goals of the Department such as Strategic
Goal B: Pronote decent, affordable housing, and Strategic Goal E: Enbrace high standards of ethics, managenent, and accountability. The
Publ i ¢ Housing Operating Fund programin conjunction with the Capital Fund programwas jointly reviewed by the Ofice of Managenent and
Budget (OWVB) in 2005. Based on the results, the public housing programwas deternm ned to have “Results Not Denonstrated.” This budget
request addresses sonme of the concerns raised in that assessment and noves forward to transform public housing.

The Public Housing program assists very lowinconme famlies, the elderly, and the disabled to afford decent, safe, and sanitary housing.
The graph bel ow depi cts denographic information of the famlies served.

H 2



Publ i ¢ Housi ng Operating Fund

Public Housing Tenant Characteristics 2008
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Budget Activity

Operating Subsidy .....
Transition to Asset
Managenment .........

Total ..

FTE

Headquarters ........

Field ..

PUBLI C AND | NDI AN HOUSI NG

PUBLI C HOUSI NG OPERATI NG FUND
Summary of Resources by Program
(Dol lars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Aut hority Into 2008 Resour ces Obl i gati ons Request
$4, 194, 004 $56 $4, 194, 060 $4, 193, 823 $4, 449, 060
5, 940 e 5, 940 5, 940 5, 940
4,199, 944 56 4, 200, 000 4,199, 763 4, 455, 000
2008 2009 2010
Act ual Esti mat e Esti mat e
186 188 189
348 390 392
534 578 581

H- 4

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$4, 449, 060 $4, 600, 000
e 5, 940 e
4, 455, 000 4, 600, 000
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
Program O f set s
(Dol l'ars in Thousands)

Operating Subsi dy Anount
2008 Appropriati On .. ... .. $4, 194, 004
2009 Appropriati on/ ReqQUESt . . . ... 4,449, 060
2010 REQUEST o ottt it 4, 600, 000

Program I mprovement s/ OFf set s .. ... +150, 940

NOTE: Up to 1 percent of the 2010 appropriation nay be transferred to the new Transfornation Initiative account.
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Proposed Actions

The Departnent proposes to use $4.6 billion for operating subsidies for PHAs in fiscal year 2010, a proration of 100 percent. This budget
woul d be the highest level of funding in 5 years and an increase in proration of 10 percent over 2009. Operating subsidies are provided
to PHAs to assist in funding the operating and mai nt enance expenses, including paynents resulting fromrnmnultiyear bond financing deals, of
their owned dwellings in accordance with Section 9 of the United States Housing Act of 1937, as anmended. |In recent years, funding |evels
have been well short of eligibility, greatly affecting service levels. 2002 was the | ast year that operating subsidies were funded at 100
percent of forrmula estinmated need. For a historical view of proration |evels see Figure E. 1 bel ow.

Figure E.1: Historical Proration Levels
T00.00%
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95% -
90% 89.10%* 90.50%
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I'n 2010, PHAs with nore than 250 units and those PHAs with I ess than 250 units that have opted-in will continue the transition to asset
managenent and conversion to project-based accounting and project-based managenent. PHAs were funded via individual asset managenent
projects for the second time in 2009 (prior to 2008, PHAs were funded at the entitywide level, not the project level). The intent of this
fundi ng approach is to nake the relationship to funding and property nmanagenent outcones nore transparent. PHAs' perfornance using asset
managenent begins to be nmeasured under the Public Housing Assessnent Systemin 2008 based on PHAs' fiscal year cycles.

The Departnent has al so seen a $200 nillion decrease in anticipated utility costs, resulting in a higher proration in fiscal year 2008.
In future fiscal years, the Departnent estinates nodest utility changes, as shown in the Uilities Expense Level graph, Figure E. 2.

Figure E.2: Uility Expense Levels
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In the Anerican Recovery and Rei nvestnent Act of 2009 (Recovery Act), the Public Housing Capital Fund received $4 billion to rehabilitate
and retrofit public housing units. PHAs are using these funds to increase energy efficiency, make critical safety repairs and inprove the
overall state of the Nation’s public housing stock. The Department expects these updates to accelerate the reduction of utility expenses
as energy efficiency in public housing increases. In addition, PIH has received a 2008 Presidential Award for Leadership in Federal
Ener gy Managenent and an ENERGY STAR Special Recognition Award for its work on energy conservation in public housing.

Movi ng-t o- Wrk (MW

Section 204(a) of the Omibus Consolidated Rescissions and Appropriations Act of 1996 (P.L. 104-134, hereinafter “MIWStatute”) provides
that an agency participating in the MIWdenonstration program nay conbi ne public housing operating and capital funds provided under
Section 9 of the U 'S. Housing Act of 1937 (the “1937 Act”) and voucher program funds provi ded under Section 8 of the 1937 Act “to provide
housi ng assi stance for lowincome famlies, as defined in section 3(b)(2) of the 1937 Act, and services to facilitate the transition to
work on such terns and conditions as the agency nay propose and the Secretary nay approve.”

The Department believes that the above | anguage is intended to permt the use of appropriated funds beyond Sections 8 and 9 of the United
States Housing Act of 1937, provided the agency in the MIWdenonstrati on programuses its conbined funds to provi de housi ng assistance for
lowincome famlies, as defined in section 3(b)(2) of the 1937 Act, and services to facilitate the transition to work, whether or not any
such use is authorized by Sections 8 or 9 of the 1937 Act, and provi ded such uses are consistent with other requirements of the MW
Statute and have been proposed in an agency’s Annual MI'WPl an and approved by HUD. Currently, 30 PHAs participate in the MI'WProgram
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The following table reflects funding for the primary el ements of the 2010 Budget request.

ACTUAL a/ ESTI MATE ESTI MATE
2008 2009 2010
(Dollars in MIlions)
Description
Non Utility Expense Level (PEL) $4, 523 $4, 631 $4, 766
Uilities 1, 545 1, 610 1,574
Less: Tenant |ncone (Fornul a) -2,279 -2,256 -2,660
Publ i ¢ Housi ng Operating Fund Base 3,789 3,985 3,680
MIW Al ternative Formula Grant, PHA's not in Base 460 471 483
Publ i ¢ Housi ng Add-ons
El derl y/ Di sabl ed Coordi nators 15 15 16
Resi dent Participation 25 26 26
Ener gy- Add On for Loan Anortization 21 22 23
Paynents in Lieu of Taxes 95 98 101
Cost of |ndependent Audit 19 20 21
Asset Managenent Fee 41 41 40
I nformati on Technol ogy Fee 27 26 26
Asset Repositioning Fee 64 66 68
Mitual Hel p and Turnkey Units 1 1 1
Esti mat ed Appeal s 0 21 22
Transi tion Fundi ng 155 128 93
Subtotal: Operating Fund Base 4,712 4,920 4, 600
Less Resci ssion 0 0 0
Unf unded Proration -518 -471 -0
Total Funded 4,194 4,449 4,600
Set-asides Wthin the Operating Fund:
Asset - Based Managenent Transition Fund 6 6 0
Total Budget Year Enacted/ Request 4,200 4,455 4, 600
Carryover 0 0 0
Total Resources Avail able $4, 200 $4, 455 $4, 600
Proration Percentage 89. 1% 90. 5% 100%
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NOTE: A portion of the fiscal year 2010 Qperating Subsidies may used for the Department’s Transformation Initiative.

a/ Actuals are based on HUD-52723 data as of July 24, 2008 - Operating Fund subsidy request.
Specific factors affecting the fiscal year 2010 operating subsidy estimtes follow

Assunptions and Qualifications

1) The Public Housing Operating Fund subsidizes PHAs principally on the status of a PHAs units (i.e.,
nmonths). The follow ng tabl e shows the nunber of units in nonths upon which subsidy will be paid.

eligible units

Unit Months 2008 2009 2010

Eligible Unit Mnths (Non- MW 12, 679, 271 12,552, 478 12, 410, 223
Eligible Unit Mnths (MW 1, 004, 264 994, 221 994, 221
Eligible Unit Munths (Total) 13, 683, 534 13, 546, 699 13, 404, 444
% Change -1.0% -1.0%

2) The Public Housing Operating Fund uses two inflation factors. These inflation factors use OVB econom ¢ assunptions and

are shown bel ow.

Year 2008 2009 2010
Non-Utility Inflation Factor 1.0348 1. 0344 1. 0350
Utility Inflation Factor 1. 2505 1. 0526 0. 9879

3) Econom ¢ Assunptions

a. The fiscal year 2010 estimate incorporates the nost recent econom c assunptions about inflation, and presumes an increase in
non-utility costs and a decrease in utility rates fromthe 2009 estimate. The cal culation of individual PHA subsidy formla
requi renents includes the use of a non-utility inflation factor, which is a weighted average percentage increase in |ocal

gover nment enpl oyee conpensati on and non-wage expenses.

b. The fiscal year 2010 Budget reflects the fact that the frozen formula income provision, pursuant to section 990.195, expires in

2009. Under the new Qperating Fund formula, tenant income was frozen at the fiscal year 2004 |evel

for

a 3-year period

beginning with the fiscal year 2007 formula. Hence, PHAs were permtted to retain 100 percent of the difference between the
rent collected in fiscal year 2004 versus the rents actually collected in fiscal years 2007, 2008, and 2009. |In 2007, PHAs
col l ected approximately $264 nillion in tenant income over frozen fornula income. |In 2008, PHAs are estimated to have coll ected
approxi mately $300 million in tenant inconme over the frozen fornula income. PHAs are projected to earn
tenant inconme over the frozen formula amount in 2009. Estimates for 2008 through 2010 use a 1.5 percent factor, which is half

the annual rate of change from 2004-2007 (reduced to reflect changes in the econony).

$414 million in

c. The new formula provides for funding of a limted nunber of vacant unit months. Both fiscal years 2006 and 2007 tenant income
assunmes a certain level of units under managenent. It is estimated that, for fiscal years 2008, 2009, and 2010, there will be

about a 1 percent total decrease in the nunber of eligible unit nonths.

d. The Qperating Fund Forrmula, as required by the 1998 Quality Housing and Wrk Responsibility Act (QHWRA), excludes non-rental

i ncome received by PHAs. |In 2007, PHAs earned $486.4 nillion in “other” income, including interest

inc

ome and i ncone from

vendi ng machi nes that was not recogni zed (excluded) as income for purposes of determ ning subsidy eligibility.
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4) Public Housi ng Add-ons

The fiscal years 2009 and 2010 estimate reflects additional formula expenses that are not included in the Public Housing Operating
Fund Base. These add-ons were included in the Negotiated Rul enaki ng that established the new needs fornmula that has been used since

2007.

a.

El derl y/ Di sabl ed Service Coordinators. The estimate reflects funding for the annual renewal of the public housing elderly
and/ or di sabl ed service coordi nators.

Resi dent Participation. PHAs are eligible to receive $25 per occupied unit on an annual basis for this function. These funds
wi Il be used to support existing as well as new initiatives associated with resident participation.

Energy Add-On for Loan Anortization. As an incentive toward energy conservation, this add-on covers the |oan principal and
interest paynents of the energy conservation neasures incurred by a PHA in accordance with regul ations.

Paynents in Lieu of Taxes (PILOT). Costs for PILOT were recognized in the Public Housing Non-Utility Expense Level (AEL 2006)
for fiscal year 2006. PILOT costs are considered as an add-on under the new Qperating Fund formul a.

Cost of Independent Audit. PHAs are eligible for funding for the expense of auditing their Qperating Fund programin accordance
with Generally Accepted Accounting Principles (GAAP). These costs are an add-on under the new rul e.

Asset Managenent Fee. PHAs with at least 250 units are eligible to receive a $4 Per Unit Month (PUM asset nanagenent fee.
PHAs with less than 250 units that elect to transition to project-based managenent are eligible for a $2 PUM asset nmanagenent
fee.

Asset Repositioning Fee. PHAs that transition public housing units out of their inventory are eligible for an asset
repositioning fee. This fee supplenents costs associated with administrati on and managenent of demolition or disposition,
tenant rel ocation, and m ni mum protection and services associated with such efforts.

Information Technology (IT) Fee. PHAs are eligible for a $2 PUMfunding for costs attributable to information technology. This
fee suppl enents higher information technol ogy expenses associ ated with the managenent of public housing.

Transition saving/cost. These savings and costs result fromthe new regul ation transition funding that provides for a gradual
i ncreased formul a share for PHAs that gain funding and gradual decreases for PHAs that receive |lower formula share relative to
the interimformla.

Esti mat ed Appeals. The new Operating Fund rule provides that HUD will hol d-back up to 2 percent of the appropriation to address
appeal s. The Departnent estinated appeal s of $15 million.
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Fi scal year 2008 narked the first year that PHAs subnmitted financi al
decrease in utility consunption levels in public housing devel opnents,
The data also indicate that the shift to asset nanagenent
The Departnent continues to anal yze project-Ievel

2008.
dat a.
housi ng prograns.

Descri ption

FY 2004
Act ual

information at the project
resulting in a higher than projected proration |evel
has resulted in greater efficiency gains as a result of project-Ievel
data to refine asset managenent criteria and inprove operations in its public
The following charts provide information on recent operating financials and trends.

FY 2005
Act ual

FY 2006
Act ual

| evel .

FY 2007
Act ual

Thi s financial

FY 2008
Act ual

Non Wtility Formul a Expenses $ 4,693 $ 4,821 $ 4,917 $ 5,234 $ 5,289
Uilities $ 1, 292 $ 1, 354 $ 1, 637 $ 1,716 $ 1, 545
Less: Tenant |ncone $ (2, 346) $ (2,351) $ (2,406) $ (2,275) $ (2,279)
Transition Costs $ - $ - $ - $ (42) $ 155
Total Eligibility $ 3,639 $ 3,824 $ 4,148 $ 4,633 $ 4,712
Funds Avail abl e $ 3, 569 $ 3, 396 $ 3, 564 $ 3, 864 $ 4,194
Proration Levels 98. 1% 88. 8% 85. 9% 83. 4% 89. 0%

informati on shows a
in fiscal year

FY 2005 vs FY 2006 vs FY 2007 vs FY 2008 vs

Descri ption FY 2004 FY 2005 FY 2006 FY 2007

Non Utility Formul a Expenses 2. 7% 2. 0% 6. 5% 1. 1%

Uilities 4.8% 20. 9% 4.8% -10. 0%

Less: Tenant |ncone 0.2% 2.3% -5.5% 0.2%

Transition Costs N A N A N A N A

Total Eligibility 5.1% 8.5% 11. 7% 1.7%

Appropri ated Funds -4.8% 4. 9% 8. 4% 8. 5%
The Department began funding PHAs during fiscal year 2007 under the new operating subsidy formula. |In 2010, the Department will inplenent
the fourth year of this fornula, which continues public housing's nultiyear conversion to asset nanagenent. A Congressional Conference

Report acconpanying the fiscal year 2000 Appropriation Act directed the Departnent to contract with the Harvard University G aduate School
year 2004 Consol i dated

of Design (GSD) to conduct a study of the cost to operate well-run public housing (cost study).
Appropriations Act (P.L. 108-99), approved January 23, 2004,
rul emaki ng to make changes to the formula governing the Public Housing Operating Fund.
Depart nent established a Negotiated Rul enaking Committee consisting of PHAs,
The Committee held four meetings and reached agreement on a new rule for the Qperating Fund formula.

the establishment of a new formula for determ ning operating subsidy and the introduction of a

The new Qperating Fund rule requires PHAs with 250 or nore units to convert to
However, the 2008 Consol i dated Appropriation Act provided PHAs with between 250 units and 400 units with the ability to

representatives of the Departnent.
The rul e included two maj or provisions:

new private sector business nodel called asset managenent.

asset nmanagenent.
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opt-out of asset mmnagerment in 2008. This action exenpts as many as 85 percent of PHAs from asset management; the 250 unit threshold
exenpted 74 percent of PHAs from asset nmanagenent. Although this exenption is only for 2008, the Departnent opposes any effort to extend
the exenption to agencies with units over the 250 threshold. Operating Fund rule requires PHAs with 250 or nore units to convert to asset
managenent. However, the 2008 Consolidated Appropriation Act provided PHAs with between 250 units and 400 units with the ability to opt-
out of asset mamnagerment in 2008. This action exenpts as many as 85 percent of PHAs from asset managenment; the 250 unit threshol d exenpted
74 percent of PHAs from asset managenent. Although this exenption is only for 2008, the Departnment opposes any effort to extend the
exenption to agencies with units over the 250 threshol d.

Asset nanagenent inplenents the recommendations nade by the Harvard Cost Study, which include converting to a devel opnent-based subsi dy
and financing and shifting to a property-based nodel for public housing budgeting, accounting, and managenment. |In 2010, all PHAs will
have conpleted their transition to project-based budgeti ng and accounting, aligning PHA managenent practices with private industry. Based
upon their fiscal year cycle, PHAs began inplenmentation of project-based accounting in fiscal year 2007 and are required to fully

i mpl ement asset managenent by fiscal year 2011. This dramatic shift is fundanental |y changi ng how public housing is eval uated, nonitored
and funded. Asset managenment allows PHAs and the Department to track and nmonitor all essential operations of each public housing
property. This information affects not only the basic operations of public housing, but also establishes an infrastructure to accurately
assess the capital and nodernizati on needs of each property. The Ofice of Public and Indian Housing (PIH) is requesting resources to
ensure the inplementati on of asset managerment is acconplished in a timely manner and that the proper level of staffing is allocated in the
field. The need for additional staffing resources for Field Operations is predicated upon the roles of asset or portfolio nanagers in the
comrercial real estate field and in the Ofice of Multifamly Housing. However, it is comron know edge that the PIH portfolio has nore
chal l enges to be addressed, which will increase the workl oad of PIH asset managers.

The Cost Study recomrended a transition to asset managerment to further PHAs' focus and accountability for each individual public housing
property as a valuable affordabl e housing real estate asset. Since publication, on Septenber 19, 2005, of the Final Rule on the Operating

Fund Program (whi ch includes both the new fornula and the asset nanagenent provisions), the Departnent has undertaken a nunber of
initiatives in support of inplenmentation, including:

e The review and approval of new “asset management project” (AWMP) groupings for the entire public housing inventory;

e The devel opnent of AMP-specific Project Expense Levels (PELs) as well as a process for appealing PELs and other fornula
el enent s;

e The publication of new financial reporting requirements and standards;

e The establishment of an application process for denpnstrating successful conversion to asset managenent in order to stop |osses
between the old and new fornmulas (i.e., stop-loss);

e The devel opnent of PHA training (live and web-based) related to financial nanagenent;

e The devel opnent of a system of el ectronic submission and award of operating subsidies at a project-Ievel;

e The creation of an Asset Managenent \Wb-page, Hel p Desk and Monthly Newsletter; and

e The distribution of other related guidance nmaterials.
The Department continues its pledge to provide gui dance and assistance to PHAs in the transition to asset management, particularly in the
area of web-based training and information dissemnation. In 2010, the Departrment will also fully inplement a new Public Housing
Assessnent System (PHAS) under asset nanagenent. Through this new assessnent system the Departnent will eval uate the physical,
financial, and nanagenent perfornance of each public housing project. A so for 2010, the Departnent intends to continue changes in the
Public and I ndian Housing Information Center (PIC) system which is what PHAs use to report public housing tenant, building, and unit data
to HUD. These changes in PIC will allow for greater autonation of subsidy processing and program nonitoring.

The final rule provided that, in 2009, the Department will convene a nmeeting with stakeholders “to review the methodol ogy to eval uate the
PEL based on actual cost data.” The neeting will be undertaken in accordance with the Federal Advisory Commttee Act.
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PHA Revenue and Expenditure Pattern

Based on fiscal years 2007 and 2008 actual PHA Financial Statenents from FDS data, the table below represents the actual pattern of PHAs
expendi tures fromrevenue sources such as rental incone, operating subsidy, investnment, and other incone. Such expenditures may vary
substantially for individual authorities.

Publ i ¢ Housing Authorities’ QOperating Revenues
(Dollars in MI1lions)

Cat egory Annual Revenue Percent of Total

Operating Subsi dy $3, 469 54

Dwel I'i ng Rent 2,455 38

Interest |ncone 196 3

Q her | ncone 290 5
Total Revenue 6, 410 100

Publ i c Housing Authorities’ Expenditures (Based on Current Fornula Requirenents)
(Dollars in MI1lions)

Cat egory Annual Expendi tures Percent of Total
Uilities $1, 509 24
Adnmi ni stration 1, 752 28
General Expenses 521 8
Mai nt enance 2,130 34
Tenant Services 210
Protective services 160 3
Total QOperating Expenses 6, 282 100
NOTES:

1. Includes FASS-PH FYE submi ssions for June 30, 2007 to March 31, 2008.

2. Oher Inconme excludes “Mrtgage Interest |ncome,””Proceeds fromDi sposition of Asset Held for Sale,” “Cost of Sale of Assets,”
“Qther Covernment Grant Revenue” and “Gain or Loss on Sale of Fixed Assets” totaling approximately $62.3 mllion

3. Operating Revenue excludes $455 million of transfers into the program
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Definitions

Qperating Subsidies. Includes operating funds received during the year.

Dwelling Rental. Includes tenant rent.

I nvestnent I ncone. Includes incone frominvestnents.

Q her | ncone. Includes incone from other sources, such as, rental income from non-dwelling space or facility, income from vending
machi nes, etc.

Uilities. Includes water, electricity, gas, fuel, and related | abor expenses.

Admi ni stration. Includes administrative salaries, |egal expenses, staff training, travel, accounting fees, auditing fees, sundry and

out si de nanagenent costs.

Ceneral Qperating Expenses. |Includes insurances, paynents nmade to |ocal governnents in lieu of taxes, terminal |eave paynents, enployees
benefit contributions, collection |osses, interest on administrative and sundry notes, and other general expenses.

O dinary Maintenance and Operations. Consists of expenses for labor, materials, contracts and garbage fees associated with the day-to-day
operation of the PHA

Tenant Services/ Resident Participation Activities. Covers salaries of PHA staff that provide tenant services, as well as recreation,
publication, contract costs, training, and other expenses.

Protective Services. |Includes expenses for labor, materials, and contract costs.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
Program Of f set s
(Dol lars in Thousands)

Transition to Asset Managenent Anount
2008 Appropriati On ... ... .. $5, 940
2009 Appropriati on/ ReqQUESt . .. ... 5,940
2010 ReqUESt .. ... e
Program I mprovement s/ OFf sets ... ... -5,940

Proposed Actions

In fiscal year 2010, technical assistance activities will be funded through the Departnent’s Transformation Initiatives.

The conversion to asset management will reshape al most all business processes associated with the public housing program The
Transformation Initiative will support technical assistance and training to PHAs as they transition to asset managenent, particularly in
the areas of budgeting, financial reporting, and nanagenent.

In this third year of conversion to asset nanagenent, PHAs will convert to project-level financial statenents but al so abide by rules
regardi ng reasonabl e managenent fees. |n 2010, the Departnment plans to continue inplenmentation of a new Public Housing Assessnent System
(PHAS) to better reflect the shift to asset managenent. Significant changes continue in the field office oversight structure to support
the conversion to asset managenent.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
Per f or mance Measurenent Tabl e

Program Nane: COPERATI NG FUND

Program M ssion: The Public Housi ng Operating Fund supports the Department’s mssion to pronote safe, decent affordabl e housing.
The Operating Fund provi des operating subsidy payments to approximately 3,200 PHAs with a total of over 1.2 nillion units under
managenent. Qperating subsidies are provided to PHAs to assist in funding the operating and mai nt enance expenses of their owned or
managed dwel | ings.

Per f ormance | ndi cators Dat a Sources Per f or mance Report Per f or mance Pl an
2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an
The conversion to asset managerment wl | Real Estate Assessnent 5% 8% 50% 50%

be certified for 50 percent of PHAs with |Center reporting
250 or nore units who applied for

assessnent .
The share of public housing units that Real Estate Assessnent 85% 84.5% Tracki ng Tracki ng
meet HUD- est abl i shed physical standards Center’s (REAC
wi | | be tracked. Physi cal Assessnent

Subsyst em
The rate of programerrors and i nproper Periodic PD&R, PIH & | npr oper 3.5% | npr oper | npr oper
paynments in HUD s rental housing Housi ng Reporting paynents will paynents will paynents will
assi stance programs will continue to be be no nore than be no nore than |be no nore than
reduced. 4.6% of total 3.2% of total 3. 1% of total

paynent s paynent s paynent s

Expl anati on of |ndicators

Indicator: The conversion to asset nanagenent will be certified for 50 percent of PHAs with 250 or nore units who applied for assessnent.

The Department is inplementing asset managerment to ensure efficiency in the managenent of PHAs. Asset managenent incl udes project-based

budgeti ng, project-based accounting, and project-based managenent. |nplenentation of asset managenent will |lead to better managenent and
oversi ght of public housing by providing greater information about the operating costs and performance | evels of each public housing
project. It will also facilitate future investment in public housing and private entities.

The target of 5 percent of PHAs converting to asset management was met. Overall, 258 PHAs, or 8 percent of the approximately 3,200 PHAs
that operate public housing, were notified in fiscal year 2008 that they successfully denonstrated that they converted to asset
managenment. The reporting period is the applications that were assessed in fiscal year 2008. There are a total of approxi mately 800 PHAs
that are eligible for stop-loss. Approxinmately 430 PHAs applied in the first year. W anticipate a snaller nunber of applications in the
second and third years. For fiscal year 2009, we estimate that the cumul ati ve nunber of successful applications will be 10 percent of all
PHAs.
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O the approxi mately 800 PHAs with 250 or nore units, approxi mately 150 will see their funding |l evel decline under the new formula. For
fiscal year 2009, the Departnent estinates half (75) of the large PHAs that are eligible to be assessed will successfully denonstrate a
conversion to asset managerment. Al PHAs that are required to convert to asset managerment nust be certified by fiscal year 2011.

Indicator: The share of public housing units that neet HUD established physical standards will be tracked.

Despite several years of decreased funding for the mai ntenance and operati on of PHAs, PIH has been very successful in assisting PHAs in
the provision of rental housing that is decent, safe, sanitary, and in good condition. For fiscal year 2008, 84.5 percent of the units
met Standard Levels, which is 0.5 percent less than the fiscal year 2008 goal of 85.0 percent. Because of the sanpling nmethod used this
variance is not statistically nmeaningful and accordingly the Department deens this goal substantially nmet. Additionally supporting this
position, it should be noted that when |l ooking at the results on a property basis, 91.3 percent of PHA properties nmet or exceeded the
est abl i shed physical inspection standards versus 91.0 percent in fiscal year 2007 (an inprovenent of 0.3 percent). Wen the conversion
to asset managenent is conpleted, PIH intends to revise this goal such that reporting is on a project, and not unit, basis, in keeping
with the goals of asset nanagenent. In addition, the fiscal year 2010 budget and the Recovery Act increase the Capital Fund resources
available to address capital needs, which will help accelerate the Departnment’s progress on this goal.

Indicator: The rate of programerrors and inproper paynents in HUD s rental housing assistance prograns will continue to be reduced.

The rental housing assistance prograns (public housing, Housing Choice Vouchers, and project-based assistance prograns) constitute HUD s
largest appropriated activity, with over $27 billion in annual expenditures. There are three nmajor sources of paynent errors in these
conpl ex prograns:

. Program adm ni strator error: the programadmnistrator’s failure to properly apply income exclusions and deductions and
correctly determ ne inconme, rent, and subsidy |evels;

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

. Billing error: errors in the billing and paynent of subsidies between third party program adm nistrators and HUD. Billing
errors are discrepanci es between the proper subsidy |level (based on the actual rent charges) and the ambunt that HUD is actually
bi I | ed.

HUD has surpassed its inproper paynent goal for the fiscal year 2008 reporting period (based on fiscal year 2007 data) by reducing
i mproper paynments to 3.5 percent, or 1.1 percentage point below the goal and an i nprovenent of 2.0 percentage points fromthe previous
year's result of 5.5 percent.

The overall reduction in inmproper payments for HUD s three major types of Rental Housing Assistance Prograns over the past eight years has
been primarily attributed to HUD s efforts to work with its housing industry partners through enhanced program gui dance, training,

oversi ght, and enforcement. Collectively, these efforts have had a positive inmpact on the program adm nistrators’ ability to reduce their
errors in the calculation of income, rent, and subsidies. The Department also has found a direct correlation in the reduction of inproper
paynments to the nunber of nonitoring reviews of public housing agencies (PHAs) and the nunber of managenment and occupancy revi ews at
multifam |y housing properties, as well as the increased availability and use of the Enterprise Income Verification systemby PHAs, and by
owners, managerment agents, and contract admnistrators for HUD s Project-Based Assistance prograns.

During the fiscal year 2009 and 2010 reporting periods, the Department plans to continue this successful trend by reducing programerrors
and inproper paynents to 3.2 percent in 2009 and 3.1 percent in 2010. Achieving HUD s aggressive inproper payment reduction goals wll
result in a nore efficient use of program funds, either through the availability of additional funds (net overpaynment) or giving the right
armount to those in need (net underpayment).
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
Justification of Proposed Changes in Appropriations 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 [2009] 2010 paynents to public housing agencies for the operation and nanagenent of public housing, as authorized by section 9(e) of
the United States Housing Act of 1937 (42 U S.C. 1437g(e)), [$4, 455, 000, 000] $4, 600, 000, 000; [ of whi ch $5, 940, 000 shall be for conpetitive
grants and contracts to third parties for the provision of technical assistance to public housing agencies related to the transition and

i mpl ement ati on of asset-based nmanagenent in public housing: ]Provided, That, in fiscal year [2009] 2010 and all fiscal years hereafter, no
armount s under this heading in any appropriations Act may be used for payments to public housing agencies for the costs of operation and
managenent of public housing for any year prior to the current year of such Act: Provided further, That no funds may be used under this
headi ng for the purposes specified in section 9(k) of the United States Housing Act of 1937. (Departnent of Housing and Urban Devel opnent
Appropriations Act)

Expl anati on of Changes

Techni cal Assistance will be funded through the Secretary’s Transformation Initiative.

H 19



Publ i ¢ Housi ng Operating Fund

PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
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
Operating Subsidy ................... $4, 194, 060 - $56 ... ... $56 $4, 194, 060
Transition to Asset Managenent .... 5, 940 e e e e 5, 940
Total ... ... .. 4, 200, 000 -56 L . 56 4, 200, 000
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Budget Activity

Qperating Subsidy ...................
Transition to Asset Managenent

Total ....... ... . . .

PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG OPERATI NG FUND
Crosswal k of 2009 Changes
(Dol l'ars in Thousands)

2009 Congr essi onal
President’s Appropri ations 2009
Budget Action on 2009 Suppl enental / Total 2009
Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$4, 294, 060 $4, 449, 060 $4, 449, 060
5, 940 5, 940 . . . 5, 940
4, 300, 000 4, 455, 000 4, 455, 000
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PUBLI C HOUSI NG CAPI TAL FUND
2010 Sunmary Statenent and Initiatives
(Dol l'ars in Thousands)

Enact ed/ Suppl enent al / Tot al
PUBLI C HOUSI NG CAPI TAL FUND Request Carryover Resci ssi on Resour ces Cbligations Qut | ays
2008 Appropriation ................ $2, 438, 964 $170, 6182 $1, 168° $2, 610, 750¢ $2, 497, 090 $2, 895, 004
2009 Appropriation/Request ........ 2,450, 000 94, 276 4, 000, 000° 6, 544, 276° 6, 528, 276" 3, 039, 000¢
2010 Request .............. ... 2, 244, 000 1,423 . 2, 245, 423 2, 244, 000 4, 251, 000"
Program | nprovenents/ Offsets ...... - 206, 000 -92,853 -4, 000, 000 -4,298, 853 -4,284,276 +1,212, 000

a/ Includes $10.6 million in recaptured funds.

b/ Net of $13.8 million rescission and $15 mllion Suppl emental Appropriations for Hurricanes Katrina and Rita.
c/ Funds provided by the Anerican Recovery and Rei nvestment Act of 2009.

d/ Includes $16.8 million in Wrking Capital Fund transfers.

e/ Includes $14.6 million in Wrking Capital Fund transfers.

f/ Includes Recovery Act obligations of $3.98 billion.

g/ Includes Recovery Act outlays of $525 mllion.

h/ I ncludes Recovery Act outlays of $1.2 billion.

Transform ng Public Housing

The Public Housing Capital Fund supports the Department’s mission to pronote safe, decent affordable housing, through a conprehensive,
formul a-driven programthat supports public housing capital and nanagenent inprovenent activities. For fiscal year 2010, the Departnent
is requesting $2.244 billion for the Public Housing Capital Fund to address the needs of the public housing portfolio. O the total
amount requested, $2.2 billion will assist Public Housing Authorities (PHAs) in carrying out rehabilitation and nodernization activities.
In addition, $8.8 nmillion is requested to support the cost of administrative and judicial receiverships and $15.3 nillion is for the
financial and physical assessnent support for public housing.

The Public Housing Capital Fund protects and enhances the Nation's public housing stock, a tremendously val uabl e af f ordabl e housi ng
resource, which serves approximately 1.1 mllion famlies with limted income. For additional information about public housing tenants
see the table at the end of this section, entitled Public Housing Tenant Characteristics 2008.

In the Anerican Recovery and Rei nvestnent Act of 2009 (Recovery Act), the Public Housing Capital Fund received $4 billion to rehabilitate
and retrofit public housing units. PHAs are using these funds to increase energy efficiency, make critical safety repairs and inprove the
overall state of the Nation’s public housing stock. A total of $2.985 billion has already been awarded by fornula to 3,134 PHAs to enable
themto address their backlog of rehabilitati on needs. Another $995 mllion will be awarded conpetitively this fiscal year. The fornula
funding alone represents a total of 127 percent of the 2008 distribution of Capital Funds. Wen conbined with projected 2009 Capital Fund
awards, the total to each PHA in 2009, exclusive of any conpetitive grant awards, nore than doubl es the funding given in 2008.

The Department’s fiscal year 2010 request fully funds the Operating Fund to ensure PHAs have the resources necessary to inpl ement asset
managenment. Currently, PHAs transfer approximately 10 percent fromthe Capital Fund to the Operating Fund in order to fund on-going
agency operations. By fully funding the OQperating Fund, the Department elimnates the need for these transfers and increases the Capital
Fund resources available to address capital needs. This change in the fiscal year 2010 Budget along with the funds provided by the
Recovery Act gives PHAs the necessary resources to nake critical investnents in public housing.
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In addition, the Departnent’s Transfornmation Initiative allows the Secretary the necessary flexibility to undertake an integrated and

bal anced effort to i nprove program performance and test ideas. Up to 1 percent of the funds appropriated for the Capital Fund may be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy

i mprovenents. Wthin 30 days of enactment, the Secretary will provide a detailed Operating Plan to the Conmttees on Appropriations with
the specific activities that will be undertaken toward achieving transfornmation at HUD. Exanples of projects that could be undertaken
with Transfornmation Initiative in respect to the Capital Fund include: a pilot programin converting public housing to project-based
assi stance or the devel opment of a public housing portfolio management system More details on the overall transformation initiative and
these projects are in the justification for the Transformation Initiative account.

Sumary St at enent

The overall level of funding requested for

fiscal year 2010 will provide resources to Figure F.1: New vs. Renpved Public Housing Units
address the $2 billion annual capital accrual
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During fiscal year 2008, the Departnent conmi ssioned a new capital needs study to obtain a nore recent estinmate of the public housing
backl og. The Joint Explanatory Statenment, which acconpani ed the 2009 Omi bus Appropriations Act, directed the Departnent to delay current
work on this study until April 1, 2009. PIHis currently re-evaluating the study and taking into consideration the concerns of the House
and Senate Committees on Appropriations.

Initiatives

Pursuant to Sections 9 and 30 of the United States Housing Act of 1937, the Departnent continues to expand the Capital Fund Fi nancing
Program (CFFP), which allows PHAs to borrow from banks or issue bonds using their Capital Fund grants as collateral or debt service,

subj ect to annual appropriations. In this way, PHAs are able to | everage the Capital Funds provided by the Departnent to accel erate

i mprovenents that otherw se woul d be postponed well into the future. As of Septenmber 2008, HUD has approved 116 transactions in which a
total of alnost 200 PHAs are participating (some of these transactions include pools of nultiple PHAS). The total anmount of |oan and bond
financi ng approved through July 2008 is approximately $3.5 billion. The CFFP has evol ved such that PHAs are further |everaging their
Capital Fund dol |l ars by conbining CFFP with Low I ncome Housing Tax Credits (LIHTC).

PHAs are now using LIHTC to support nodernization as well as to support new devel opment. In July of 2008, the Department approved a m xed
finance noderni zation transacti on designed to noderni ze 4,302 units of public housing for the Puerto Rico Public Housing Adm nistration
(PRPHA). This transaction was the largest in the history of the tax credit program Standard & Poor’'s assigned its 'AA-' rating to
PRPHA's $378.8 million capital fund securitization revenue series 2008 bonds with an outl ook of stable. The rating reflects the strong
security of pledged federal public housing nodernization funds (the Capital Fund); anticipated bond debt service coverage of at |east 2.7x
at issuance and above 1.0x under Standard & Poor's stressed scenarios for the termof the bonds; and denonstrated HUD support for the
transaction, limting the risk of any sanctions that could jeopardize the flow of funds to bondhol ders.

The Department denonstrates its on-going commitment to public housing by requesting to fully fund the Operating Fund in fiscal year 2010.
In addition, $4 billion in Capital Funds provided by the Recovery Act will be allocated during fiscal year 2009. Through these actions,
the Departrment can hel p ensure that PHAs have the funds needed to noderni ze, manage, and nmaintain their portfolio.

Ener gy Conservati on

The O fice of Public and Indian Housing (PIH was selected for a 2008 Presidential Award for Leadership in Federal Energy Managemnent
because of its aggressive outreach effort to pronbte and i nprove energy managenent in public housing devel opnents and reduce energy
consunption in the 1.1 mllion public housing units across Arerica. Since the launch of its energy conservation initiative in 2002, PIH
has saved $102.8 million and has produced $570.8 nillion in energy investments at public housing authorities nationw de.

In addition, on March 31, 2009 PIH received an ENERGY STAR Speci al Recognition Award for pronoting the use of energy efficient appliances
in public housing units and encouragi ng public housing authorities across the country to follow “green” building standards. PIH survey
results indicate that nore than half of the nation's nobre than 3,100 public housing PHAs require the use of ENERGY STAR-qualified products
as part of their procurement policies. PIHs 46 field offices also played a critical role in the Department's energy outreach efforts.
Each conducted two wor kshops for housing authorities locally to pronpte ENERGY STAR products. PIH provided brochures and briefing
materials to facilitate discussions and training. Qher energy conservation outreach efforts included PHA community neetings, state

housi ng conferences, housing industry workshops and direct technical assistance to PHAs in support of energy performance contracting.
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Strategi c Goals and Objectives

The Department is in the process of refining its strategic goals and objectives to better reflect the admnistrations priorities and

i mprove performance-based budgeting. The Capital Fund is essential to achieving the current goals of the Departnent such as Strategic
Coal B: Pronote decent, affordable housing, and Strategic Goal E: Enbrace high standards of ethics, managenment, and accountability.

The Public Housing Qperating Fund programin conjunction with the Capital Fund programwas jointly reviewed by OMB in 2005. Based on the
results, the public housing programwas determ ned to have “Results Not Denonstrated.” This budget request addresses some of the concerns
raised in that assessnment by noving forward to transform public housing.
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Public Housing Tenant Characteristics 2008

| Dizabled HoH" | Ethnicity Characteristics | BAuerage Tenant Contribution

oz

Fiegional Breakdown
B New England

27 Hizpanic: 23

Mon-Hispanic e

B New York Neaw

lersey
B Kid Atlantic

Elderly HoH"

W Southeast/Carrib=an HoH Face Characteristics" HAuerage Gross Income

3

B Midwesxt

‘white Cinly Bl
Elack Only 46
Bmerican Indiant 12

F13,093

B Southwest F amily Size

= Great Plains Hiouseholds without Wages

1Person Wative American

B Rocky Mountains

2 Persons Bsian 2K

Facific/ Hawail 3 Perzons

4 Persons Income Stakus™

B Maorthwest dlaska

A Persons

EPersons
T Persons 13
g+ Perzons

F amilies with Children Extrermely Low Income [Z305 AMI) T
‘Wery Low Income  [Z50: AMI) 152
Lo Income (2802 AMI) s

Above Low Income [> 805 AMI]

2

Female Headed Household=s Buerage Family Size

Ay Income From W ages™

A 2.2

B

Source: 2008 Public and Indian Housing Information Center (PIC) data
* HOH i s Head of Househol d

** AM is Area Median |ncome

***\Wages from non-el derly non-di sabl ed househol ds



Publ i ¢ Housing Capital Fund
PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Summary of Resources by Program
(Dol l'ars in Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Budget Activity Aut hority Into 2008 Resour ces Cbligations Request
Formula Grants ........ $2, 318, 486 $56, 825 $2, 375, 311 $2, 360, 750 $2, 341, 258
Emer gency/ Di sast er
Reserve .............. 18, 445 16, 858 35, 303 15, 430 20, 000
Techni cal Assistance .. 7,296 17,943 25, 239 19, 629 10, 000
Resi dent Opportunities
and Supportive
Services ............. 39, 959 62,714 102, 673 61, 737 40, 000
Adni ni strative
Receivership ......... 8, 811 4,733 13, 544 9, 886 8, 820
Wor ki ng Capital Fund
(transfer) ........... 16, 847 o 16, 847 S 14, 577
Nei ghbor hood Net wor ks . 11, 338 11, 338 9, 203
Fi nanci al and Physi cal
Assessnent Support 15, 345 L 15, 345 5,455 15, 345
Tenant Qpportunity .... -5 155 150
Publ i ¢ Housi ng
Arendrents ......... .. -52 52
Hurricanes Katrina and
Ri ta Redevel opnent 15, 000 15, 000 15, 000 S
Recovery Act .......... e e e e 4, 000, 000
Total ............... 2,440, 132 170, 618 2,610, 750 2,497, 090 6, 450, 000
NOTE: “2007 Carryover Into 2008” includes $10.6 mllion in recaptured funds.
2008 2009 2010
FTE Act ual Estinmate Estinmate
Headquarters ........ 86 89 91
Field ............... 140 155 157
Total ............. 226 244 248

2008
Carryover 2009 Tot al 2010
I nto 2009 Resour ces Request
$12, 258 $2, 353,516 $2, 199, 835
19, 873 39, 873 20, 000
5,528 15, 528
40, 846 80, 846
3, 658 12, 478 8, 820
S 14, 577
2,073 2,073
9, 890 25,235 15, 345
150 150
e 4, 000, 000 e
94, 276 6, 544, 276 2,244,000
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PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol l'ars in Thousands)

Formula Grants Anount
2008 Appropriati On ... ... $2, 318, 486
2009 Appropriati on/ ReqQUESt . .. ... 2,341, 258
2010 REQUESE .ottt 2,199, 835
Program I mprovement s/ OFf set s .. ... -141, 423

Proposed Actions

The Departnent proposes $2.2 billion for Public Housing Capital and Management Activities Formula Grants in fiscal year 2010. This anount
wi Il assist PHAs in addressing capital needs of the public housing inventory. G ven the budgetary challenges of PHAs in nodernizing their
portfolios and transitioning to asset managenent, nore and nore PHAs are transferring Capital Funds towards operations. Since 2000, PHAs
have flexed nore than $1.9 billion of capital funds for operations, with an average budgeted anmobunt of $273 million per year. This neans
that even fewer dollars are being spent on nodernization needs. The fiscal year 2010 Budget will reverse this trend by fully funding the
Operating Fund, which will elimnate the need for these transfers and increase the Capital Fund resources available to address capital
needs. This change in the fiscal year 2010 Budget along with the $4 billion provided by the Recovery Act gives PHAs the necessary
resources to make critical investments in public housing.

The Department has issued some gui dance concerning portions of the Quality Housing and Wrk Responsibility Act of 1998 (QHWRA). Changes
to the Capital Fund programregul ations that revised the Capital Fund Formula were published in 2000 and, in 2003 changes related to
sanctions for failure to obligate and expend capital funds on time were published. The Department is devel oping a proposed rule to cover
the renmi ning aspects of the QHWRA revisions not covered in the earlier rules or in the pending Capital Fund Fi nanci ng Program ( CFFP)
rule. CFFP, which authorizes PHAs to borrow funds conditioned on a promse to pay the debt service fromCapital Fund grants. |n 2007,

t he Departnent published the proposed conprehensive CFFP rule to fornalize the CFFP program The Departnent expects to publish the final
CFFP rule during the third quarter of fiscal year 2009. The publication of the final rule will provide a clear framework for submtting,
reviewi ng and approvi ng CFFP transactions. The clear framework provided by the rule will increase the confidence |level of both PHAs and
potential investors thereby increasing the ability of PHAs to attract |everaged investnments to address public housing capital needs.

Program Description and Activity

The Capital Fund provides funds annually via a formula to nore than 3,100 PHAs across the country. QHWRA authorized the Capital Fund and
expanded the scope of predecessor prograns by consolidating all public housing capital prograns (except the HOPE VI progran) into one
program and allowing greater local flexibility in decisions on nmgjor capital initiatives and managenent inprovenents undertaken by PHAs.
Capital Fund grants rmay be used to support the following activities: (1) devel opnent, financing and noderni zation of public housing
projects; (2) vacancy reduction; (3) deferred maintenance; (4) planned code conpliance; (5) managenent inprovenents, including those that
support resident participation; (6) denolition and replacenent; (7) resident relocation; (8) capital expenditures for resident enpowernent
assi stance and sel f-sufficiency; (9) capital expenditures for security and safety, and (10) hormeownership. One successful program
initiative within the Capital Fund is the CFFP, which authorizes PHAs to borrow funds conditioned on a pronmise to pay the debt service
from Capital Fund grants.
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The Departnent reports to Congress quarterly on PHAs obligations and expenditures of Capital Fund grant amounts and plans to continue

nmonitoring them The Departnent will inmpose sanctions against PHAs that do not obligate in accordance with statutory deadlines, including
wi t hhol di ng grant funds and deducting 1/12'" of grant allocations for each nonth the affected PHAs exceed the statutory deadline for
obligating their Capital Fund grants. In addition, the Departnment will recapture funds not expended by the statutory deadline. The vast

majority of PHAs conply with both the obligation and expenditure deadlines.

Figures F.2 and F.3 provide aggregate data on Capital Fund obligations and expenditures fromthe Departrment’s Line of Credit Control
System (LOCCS). The data confirms that the aggregate obligation rate of all PHAs for grants ol der than 2006 (2 years before the snapshot
was taken in 2008) exceeded the 90 percent requirenent for obligation within 2 years in accordance with Section 9(j) of QHWRA. Sinilarly,
the data confirms that PHAs expended virtually all of their funding for grants that were ol der than 2004 (4 years before the snapshot was
taken in 2008) in accordance with the QHWRA Section 9(j) 4-year deadline for expenditures. Funds that are unexpended after the 4-year
deadline are either in the process of recapture or alternatively subject to one of the limted exenptions to Section 9(j): primarily

Repl acenent Housi ng Factor funds that can be accunmulated up to 5 years before being subject to the 2 years to obligate and 4 years to
expend deadl i nes.

Figure F.2: Anount Reported Obligated by PHAs Fi gure F.3: Amount Disbursed to PHAs/ Expended
(as of 9/30/2008) by PHAs (as of 9/30/2008)
Amount Reported Obligated by PHAS by ear Amount Disbursedto PHAs/Expended by PHAS by Year
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For a nunber of years, the Departnent has laid the necessary foundation to expedite the cal culation of the Capital Fund fornula and
subsequent distribution of formula funds. [In 2008, the Department was able to capitalize on the previous years' efforts and awarded
Capital Funds by April, 3 nonths earlier than any distribution of funds under the current Capital Fund forml a.

Movi ng-t o- Wrk (MW

Section 204(a) of the Omibus Consolidated Rescissions and Appropriations Act of 1996 (Pub. L. 104-134, hereinafter “MIWStatute”)
provi des that an agency participating in the MT\Wdenonstrati on program may conbi ne public housing operating and capital funds provided
under Section 9 of the U 'S. Housing Act of 1937 (the “1937 Act”) and voucher program funds provi ded under Section 8 of the 1937 Act “to
provi de housi ng assistance for lowinconme famlies, as defined in section 3(b)(2) of the 1937 Act, and services to facilitate the
transition to work on such terns and conditions as the agency nay propose and the Secretary nay approve.”

The Department believes that the above | anguage is intended to permt the use of appropriated funds beyond Sections 8 and 9 of the United
States Housing Act of 1937, provided the agency in the MIWdenonstration programuses its conbined funds to provi de housi ng assistance for
lowincome famlies, as defined in section 3(b)(2) of the 1937 Act, and services to facilitate the transition to work, whether or not any
such use is authorized by Sections 8 or 9 of the 1937 Act, and provi ded such uses are consistent with other requirements of the MIW
Statute and have been proposed in an agency’' s Annual MI'WPl an and approved by HUD.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol l'ars in Thousands)

Ener gency/ Di sast er Reserve Anount
2008 Appropriati On ... ... $18, 445
2009 Appropriati on/ ReqQUESt . .. ... 20, 000
2010 REQUEST oottt it 20, 000

Program I mprovement s/ OFf set s .. ...

Proposed Actions

For fiscal year 2010, the Departnent requests $20 million in funding to respond to emergenci es and natural disasters excluding
Presidentially declared disasters. The Departnent is not requesting funding set-aside for Presidentially declared disasters. Prior to
2008, the United States Housing Act of 1937 contained Section 9(k) which provided for a set-aside for emergencies and natural disasters.
Si nce 2000, Congress has appropriated funding in the Capital Fund to address energencies and natural disasters, separate and apart from
the Section 9(k) authorization. Section 2804 of H R 3221, the Housing and Econonic Recovery Act of 2008, repeal ed Section 9(k) of the
United States Housing Act of 1937, thereby elimnating the authorization for this set-aside. Nonetheless, the Departnment continues to
expend prior year disaster funding. As of March of 2009, the Department had awarded two emergency grants in 2008 totaling $4.5 mllion
and 12 disaster grants totaling $11.3 nillion. The exclusion of Presidentially declared disasters in this set aside is based on the
Departnent’s recent experience that it is inpossible to predict the need for funding for Presidentially declared disasters and that it
creates confusion for the Department to request such fundi ng because other agencies wi thin the Federal Governnent receive separate
appropriations to respond to Presidentially declared disasters. In order to avoid potential redundant appropriations, PHAs shoul d not
have a potentially inadequate set-aside in the Capital Fund, which makes themineligible for other funding. |nstead PHAs shoul d have
access to the same funding that other public entities have to receive disaster funding fromthe Federal Emergency Management Agency under
the Robert T. Stafford Relief Act.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program Of f set s
(Dol lars in Thousands)

Techni cal Assi stance Anount
2008 Appropriati On ... ... ... $7, 296
2009 Appropriati on/ ReqQUESt . . ... 10, 000
2010 ReqUESt ... ... e
Program I mprovement s/ OFf sets ... .. -10, 000

Proposed Actions

In fiscal year 2010, technical assistance activities will be funded through the Departnent’s Transformation Initiatives.

In fiscal year 2008, technical assistance contracts included: 1) Mving-to-Wrk (MW technical assistance; 2)the capital needs study; 3)
t he Housi ng Choi ce Voucher Adninistrative Fee study; 4) technical assistance and training to troubl ed housing agencies; and 5) technical
assi stance for agencies to devel op energy performance contracts, and other programrelated trainings. These initiatives, anmong others,
are exanpl es of innovative approaches to solving | ongstandi ng public housing questions, such as, “Wat is the backl og of nodernization
needs in public housing?” |In addition, the initiatives supported by technical assistance funding enable expert analysis of public housing
prograns and gui dance and training to PHAs.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol lars in Thousands)

Resi dent Qpportunities and Supportive Services Anount
2008 Appropriati ON . ... ... $39, 959
2009 Appropriation/ Request . ....... ... ... 40, 000
2010 ReQUEST ... . e
Program I nprovenment s/ OF f Set S ... . - 40, 000

Proposed Actions

No funds are requested for this activity in fiscal year 2010. Self-sufficiency activities are an eligible expense under the Qperating
Fund. The Departnent has noved towards performance based budgeting, which focuses on eval uating outcomes rather than restricting inputs.
Therefore the Departnent encourages PHAs to use their resources to fund activities that result in the best outconmes for their tenants.

To better align with the Department’s priorities and expedite obligation of funds through conpetition, in 2008 the Departnent redesigned
the ROSS programto no | onger provide funding for the direct delivery of services, but instead to fund the salaries of Service
Coordinators for famly and elderly prograns. The Service Coordinators’ role is to | everage resources available fromlocal conmmunity
partners and connect residents to existing services that will help residents nove al ong the spectrum of self-sufficiency frombasic skills
t o honeowner shi p.

The fiscal year 2008 NOFAs were published with the HUD NOFA in May 2008, offering $12 million for Public Housing Fam |y Self- Sufficiency
(PH FSS) and $28 million for the re-structured ROSS Service Coordinators (ROSS-SC) program This ambunted to the total of $40 mllion
appropriated in 2008. There were 234 applications requesting $14.3 nmillion for PH FSS. Award announcenents were made on March 5, 2009
for 206 awards utilizing nearly the entire $12 mllion allocated. For the ROSS-SC program 285 applications for a total of $90.5 million
were received. Approximately $28 mllion was awarded April 2009 for the fiscal year 2008 ROSS-SC program utilizing all available funds.
Awar ds were nade after the end of the fiscal year because of the nature of the NOFA and the queuing of conpetitions by the Grants
Managenent Center. PH FSS and ROSS- SC awards fell behind other conpetitions. |In addition, the ROSS-SC program began using a new
structure in 2008, so processing took |onger than expected.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program Of f set s
(Dol lars in Thousands)

Adnmi ni strative Receivership Anount
2008 Appropriati On ... ... $8, 811
2009 Appropriati on/ ReqQUESt . .. ... 8, 820
2010 REQUEST oottt it 8, 820

Program I mprovement s/ OFf set s .. ...

Proposed Actions

The Departnent is requesting $8.8 million to support the costs of administrative and judicial receiverships. These funds will allow the
Departnent to provide contract support and operational expenses related to the adm nistration of Public Housing Agencies that are under
recei vershi p.

The Department provi des contract support to PHAs in receivership based on the specific needs and circunstances of the PHA, w th support
rangi ng fromspecific programmatic contracts to executive managenent services. Based on the experience the Departnent has had with past
and current receiverships, the Department anticipates providing contract support in five major areas, Financial, Systems, Ceneral
Managenent, Section 8 Voucher program and Asset Managenent.

. Fi nanci al managenent services are provided through procurenment actions to allow the PHA to attain operational and econom c
recovery that is sustainable. Such services will include but not be limted to, updating and keeping all financial records and
reports current, restructuring the financial division of the PHA including recruitment and training, establishing accounting
control neasures, ensuring conpliance with generally accepted accounting principles (GAAP), submitting accurate financial audits
and achi eving regul atory and Annual Contributions Contract (ACC) conpliance.

. Systens support services, through procurenent actions, will provide the PHA with assistance in updating and upgradi ng systens.
Thi s support nay include inplenmentation services, data conversion and training for end users. Areas of systens support could
include all program and operational areas of the PHA

. CGeneral managenent services are provided in a nunber of areas through procurement actions. These areas include, but are not
limted to, maintenance, adm nistrative and human resources, grant adm nistration, occupancy, and procurenent.

. Devel opnent services, through procurenent actions, will provide the PHA with assistance in all phases of devel opnent activity.
This will include, but not be limted to, assistance with nodernization, oversight and nmanagenent of devel opnent, denolition and
di sposition, capital inprovenents and financing.

. Housi ng Choi ce Voucher program support, through procurenent actions, will assist with the recovery and operations of the program
This support nmay include tenant file reviews, re-examnations and re-certifications, and housing quality standards and
i nspecti ons.

. Asset managenent support, through procurenment actions, will assist with the inplenentation of asset nmanagenent. This wll include
but not be limted to, staff restructuring, devel opi ng organi zati onal and operating policies and procedures, property nmanagenent
and | ong term pl anni ng.
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In addition to contract support, the Departnent invests significant existing resources, including personnel delegated with authority, to
oversee and manage the day-to-day operations of the PHA, during the receivership. These resources include salaries and expenses for full-
time enployees (FTE) that are assigned to work on receiverships for nonths and years at a time. To that end, a significant nunber of FTE
are invested, along with associated travel and expenses. Due to the size of the PHAs that have been placed in receivership over the |ast
few years and the depth of problenms at the PHAs, it has been necessary to invest significant resources into those PHAs in order to make
the inprovenents that are necessary.

Current Status

At the beginning of fiscal year 2009, the Departnent had six PHAs under administrative receivership and an additional three under judicial
recei vership. As of January 29, 2009 one PHA has been returned to local control during fiscal year 2009. The Departnment enters into an
adm ni strative recei vership when a PHA has systemi c, |ong-standing, severe managenent, financial, and physical problens. Due to the
severity of these problems, extraordinary |levels of expertise and resources are necessary in order to inmprove the quality of life for the
PHA's residents. A judicial receivership is entered into when a federal or state court deens it is necessary to intervene in a PHA's
managenent and operations. Wen the Departnment places a PHA in an adm nistrative receivership, the Departnment takes conplete control over
a PHA' s managerment and operations. Admnistrative receiverships can be further divided into ordinary adm nistrative receivershi ps, PHAs
under Settlement Agreenents, and PHAs under Cooperative Endeavor Agreenents. A PHA under a Cooperative Endeavor Agreenent operates under
a voluntary agreerment between HUD and the troubled PHA or the |l ocal municipal government that defines the ternms, conditions, and duration
of the adm nistrative receivership.
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Figure F.4: PHAs under Receivership (as of 1/29/09)

Name Locale Start Date
Administrative
East St. Louis Housing Authority East St. Louis, IL October 1985
Wellston Housing Authority Wellston, MO July 1996
Housing Authority of New Orleans New Orleans, LA February 2002
Virgin Islands Housing Authority St. Thomas, VI August 2003
Detroit Housing Commission Detroit, Mi July 2005
Judicial
Chicago Housing Authority (Partial) Chicago, IL 1987
Housing Authority of Kansas City Kansas City, MO 1993
Chester Housing Authority Chester, PA 1994
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Program Acconpl i shnent s

During fiscal year 2008, the Departnent was able to return both the Riviera Beach Housing Authority and Sarasota Housing Authority back to
I ocal control.

e The R viera Beach Housing Authority (RBHA) entered receivership status in June 2004, resulting fromserious deficiencies inits
managenent operations. RBHA was successfully redelivered to |ocal governance in March 2008 after achieving key mlestones: (1)
derolition of 106 hurricane-damaged and condemmed famly units; (2) resolution of litigation over title to RBHA properties; and
(3) stabilization of the agency’s Housi ng Choi ce Voucher Program by renoving the agency from Section Ei ght Managenent Assessnent
Program (SEMAP) troubled status and transferring the programto the West Pal m Beach Housing Authority. Fromfiscal year 2005
through fiscal year 2008 no HUD funds were spent on contractor support. Successful recovery efforts were a direct result of
t housands of hours of technical assistance provided by HUD subject natter experts (SMES), as well as the diligent efforts of
housi ng authority staff working under HUD s direction.

. HUD assuned possession of the Sarasota Housing Authority (SHA) in April 2005 because of severe nanagenent and financial problens,
and successfully returned the agency to local control in July 2008. The SHA entered into a Menorandum of Understanding (MOU) with
HUD out |i ni ng post receivership oversight provisions for an 18-nonth period. Approxinately $283,000 was spent fromfiscal year
2005 through fiscal year 2008 for HUD funded contractor support. Technical Assistance (provided by both HUD staff and HUD funded
contractors) aided in removing the agency from SEMAP troubl ed status for the fiscal year ending in 2008. Additionally, SHA
successfully conpeted and was awarded $10 million in 9 percent Low |ncone Housing Tax Credits (LIHTC) fromthe state of Florida
and an additional $17 million fromthe Gty and County of Sarasota to reconstruct 4 famly sites into m xed i ncome comunities
consisting of 313 units of public housing, 294 units of LIHTC housing and 273 market rate units. In addition, SHA executed a | and
sale with Habitat for Hunanity totaling $750,000 to construct a nmixed- income devel opnent consisting of 36 units of |ow incone
homeownership units (Section 32 Homeownership Units) on the former public housing site, Cohen Way. Finally, SHA instituted asset
managenent provi sions agencywi de resulting in marked i nprovenents in the areas of physical and financial performance.

I'n January 2009, the Departnent returned the Mani Dade Housing Agency (MDHA), which was taken into receivership in Cctober 2007, to |ocal
control. Wile in receivership, the Department procured the professional services of a mgjor financial audit firmfor the Mam Dade
Housi ng Agency (MDHA), tasking the firmto correct and adjust all accounts to enable an accurate fiscal year 2008 financial close-out. In
addition, the firmis tasked to train current and new staff on effective accounting procedures, redesign accounting processes, and revanp
the financial nanagenent system of the Agency. The Departnent al so procured the professional services of a firm to provide conprehensive
techni cal assistance with MDHA's Section 8 Housing Choice Voucher program The firmis reconstructing tenant files and recertifying
househol ds to verify income and eligibility. The services provided are critical to the operation and financial health of MDHA as it wll
ensure that only eligible tenants are receiving a Section 8 Housi ng Choi ce Voucher and at correct subsidy amounts. After conpleting these
tasks, in order to ensure that there would be no re-occurrence of the |ong-standing problens with the agency, the MDHA agreed to contract
out the voucher programto a capable and conpetent third party. NMDHA through contract support was al so successful in nmoving forward with
a long-stall ed devel opment project, successfully selecting a devel oper, inplementing a Master Devel opment Agreement, and novi ng forward
with replacing public housing units.

I'n addition, through the funding provided, the Departnent has been able to nake significant progress at a nunber of PHA s under
recei vership. A few of these acconplishments are as foll ows:

e The Virgin Islands Housing Authority (MIHA), after entering receivership in August 2003, is working to inplenment redevel opment
strategi es, reduce long-termvacancies, and initiate deferred capital inprovement actions agency-wi de. Wth | everaged funds, VIHA
is continuing to reprioritize its redevel opnment options in order to increase affordable housing production. Key acconplishnments
have included achieving a Standard Performer SEMAP rating for fiscal year 2008 with a Housi ng Choi ce Voucher Program fundi ng
utilization rate of 93 percent; and successfully collecting $485,000 in delinquent rental payments during 2006-2008.
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. The Vel | ston Housing Authority (WHA) has inplenented site based managenent and streanlined processes in order to increase revenue
and control costs. Significant stabilization and fiscal inprovenent of WHA has |led the agency to successfully achi eve and
mai ntai n occupancy rates of over 95 percent. Inprovenent in WHA's fiscal health was denmonstrated with a passing Public Housing
Assessnent System (PHAS) Financial score for its fiscal year ending (FYE) Decenmber 31, 2007, which included tinmely obligations and
expendi tures for all open grant program funds. The WHA was placed into receivership July 1996 and is poised to return to | ocal
control once a new Board of Commi ssioners is established and trained.

. The Housing Authority of the City of East St. Louis (ESLHA), taken over by HUD in Cctober 1985, has repositioned itself for return

to local control. ESLHA was successfully renoved from HUD s PHAS Troubl ed housing authority list for fiscal year 2007. The
agency has consistently maintained a “High Performer” SEMAP rating for the past 6 years and a PHAS score of 82 for FYE March 31,
2008 designated ESLHA s overal |l performance as a “Standard Performer.” Currently, the ESLHA has nore than $6 nmillion in reserves

and the Housi ng Choi ce Voucher Program has increased from 273 to 677 vouchers with a | ease up rate of 100 percent.

. The Detroit Housi ng Conm ssion (DHC) was taken into receivership in July 2005 and has benefited greatly fromcontract support, and
the conpl etion of updated policies, procedures and processes, including inplenmentation of internal controls. O significant
i mportance was restructuring DHC s books and records to be presented in conformity with Generally Accepted Accounting Principles
(GAAP) and in auditable condition. The DHC successfully converted several of its properties to asset managenent, including
partnering with property nmanagenent professionals to assune nanagenent of the properties.

. The Housing Authority of New Ol eans (HANO was placed into receivership status in February 2002 and is aggressively noving
forward with public housing redevel opnent. Wrk continues towards the redevel opment of four major public housing communities in
New Ol eans. Wen conpl eted in Decenber 2010, these four devel opnments will provide hones for nore than 2,000 New Ol eans fanilies
of varied incone levels, and will enable the return of nmany families displaced by Hurricane Katrina.

1-18



Publ i ¢ Housing Capital Fund

PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol lars in Thousands)

Working Capital Fund (transfer) Anount
2008 Appropriati ONn . ... ... $16, 847
2009 Appropriation/ Request . ....... .. ... 14, 577
2010 ReQUEST ... . e
Program I nprovenment s/ OF f Set S ... i -14, 577

Proposed Actions

In fiscal year 2010, information technology related activities will be funded through the Department’s Transformation Initiatives.
Exanpl es of projects that woul d be undertaken with Transformation Initiative funding in respect to the Wrking Capital Fund include the
devel opnent of a public housing portfolio managenent system which would upgrade and restructure existing information systenms to bring the
many aspects of Public Housing together in one place. Mre details on the overall transfornation initiative and these projects are in the
justification for the Transformation Initiative account.
In fiscal year 2008, the Ofice of Public and |ndian Housing acconplished the follow ng:

. Upgraded IT Infrastructure (Enterprise Architecture) for PIH systens (30 percent conplete);

. Moder ni zed the Physical |nspection system (25 percent conplete); and

. I mpl enent ed i nconme verification using the National Directory of new Hres (NDNH) for Multifam |y Housing and inproved Pl H wage
mat chi ng.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program Of f set s
(Dol lars in Thousands)

Nei ghbor hood Net wor ks Anount

2008 Appropriati On ... ... ..

2009 Appropriati on/ ReqQUESt . .. ...

2010 ReqUESt .. ... e
Program I mprovement s/ OFf sets .. ...

Proposed Actions

No funds are requested for this activity in fiscal year 2010. Nei ghborhood Network activities are an eligible expense under the Capital
Fund. The Departnent has noved towards perfornmance-based budgeting, which focuses on evaluating outcomes rather than restricting inputs.
Therefore, the Departnent encourages PHAs to use their resources to fund activities that result in the best outcomes for their tenants.

To date, 304 Nei ghborhood Network grants have been awarded. |n Decenber 2007, a Notice of Funding Availability with an application

deadl i ne of March 14, 2008, was published to award the renaining funds in this account. Al though the demand for these funds has far
exceeded the anount available for award each year, funds renmai ned due to applications not neeting conpetitive requirements established in
prior NOFAs. The Departnent awarded a significant amount of the carryover funds in Septenber 2008. Remmining carryover of $2 mllion was
obligated during fiscal year 2009.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program Of f set s
(Dol lars in Thousands)

Fi nanci al and Physical Assessnent Support Anount
2008 Appropriati On ... ... $15, 345
2009 Appropriati on/ ReqQUESt . .. ... 15, 345
2010 REQUEST oottt it 15, 345

Program I mprovement s/ OFf Set s ... ...

Proposed Actions

Funds are requested to support the ongoing activities of the PIH Real Estate Assessment Center (REAC), which include the inspection,
assessment, nonitoring and recovery of PHAs. The Departnent proposes $15.3 nillion for Financial and Physical Assessnent Support in
fiscal year 2010. Financial and Physical Assessment Support is necessary to provide to PIH a tinely and accurate assessnent of the
Departnent’s real estate portfolio using physical, financial, nmanagenent and resident satisfaction assessnents.

The assessnents perfornmed and data provided renew public confidence in the stewardship of these funds by assuring that the right famlies
get the right benefit |evel.

This set-aside supports systens that assist HUD and PHAs in the oversight of the public housing program For exanple the Enterprise
Income Verification (EIV) systempernits selected PHA staff to verify the wage and sonme of the other incomes of public housing residents
to ensure that housing subsidies are accurately paid. Another exanple is the Financial Assessnent Subsystem for Public Housing (FASS-PH),
one of the subsystens of the Public Housing Assessment System (PHAS), which enables the Departrment to evaluate the financial health of the
public housing portfolio. This system provides various analyses to aid in the inprovenent of PHA financial condition and guidance in

i dentifying possible instances of waste, fraud, and/or abuse. These functions assist the Departnment in distinguishing between PHAs that
are financially healthy and conpliant and those that present a high degree of financial risk.

In fiscal year 2008, funds were spent on several initiatives including the Subsidy and G ant Information System (SAG S) inplenentation,
which will automate formul a-based processes for allocating programfunds to PHAs; Physical |nspections-—Reverse Auctions, which allowed
REAC t o conduct physical inspections of both PIH and Multifam |y housing; PHAS Business support, which assists the Physical Assessnent
Subsystem (PASS) staff in designing business support tools in order to process inspections; the Technical Assistance Call Center, which
assi sts the Reverse Auction Program and Public and Indian Housing Information Center (PIC) and handles client inquiries.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program Of f set s
(Dol lars in Thousands)

Tenant Qpportunity Anount

2008 Appropriati On ... ... .. -$5
2009 Appropriati on/ ReqQUESt . .. ...
2010 ReqUEST . .
Program I mprovement s/ OFf set s .. ...

Proposed Actions

No funds are requested for this activity in 2010 reflecting higher priority needs in other prograns. Carryover anpunts of $150, 000 renain
in this account. The Tenant Cpportunities Program provided technical assistance for various activities, including but not limted to

resi dent managenent, for resident councils and resident managenent corporations as authorized by Section 20 of the U S. Housing Act of
1937.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol l'ars in Thousands)

Publ i ¢ Housi ng Anendnents Anount

2008 Appropriati On ... ... - $52
2009 Appropriati on/ ReqQUESt ... ...
2010 ReqUEST . .
Program I mprovement s/ OFf set s .. ...

Proposed Actions

No funds are requested for this account in fiscal year 2010. Carryover anounts totaling $52,000 were rescinded in fiscal 2008.
appropriated in fiscal year 2004, this Fund provided | ease adjustnments to Section 32 projects.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol l'ars in Thousands)

Hurricanes Katrina and Rita Redevel opnent Anount

2008 Appropriati On ... ... $15, 000
2009 Appropriati on/ ReqQUESt ... ...
2010 ReqUEST . ..
Program I mprovement s/ OFf set s .. ...

Proposed Actions

On Septenber 30, 2008, the Disaster Relief and Recovery Supplenmental Appropriations Act, 2008, provided $15 mllion for the redevel opnent
of public housing inmpacted by Hurricanes Katrina and Rita. The Department aligned its resources and successfully obligated these funds to
the Housing Authority of New Ol eans (HANO) on Septenber 30, 2008, for this purpose. HANO has 2 years to obligate and 4 years to expend
these funds. It plans to use themto help fund the devel opnent of two of the “big four” New Ol eans redevel opnent projects. Two of those
projects have closed, but two nore have yet to close. One of the projects currently under construction is C J. Peete, to which $10
mllion of the $15 mllion is obligated. The remaining $5 mllion will be conmitted to B.W Cooper, which is scheduled to close this
spring. The Department continues to work closely with HANO to ensure these funds will be utilized in a tinmely manner.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Program O f set s
(Dol l'ars in Thousands)

Recovery Act Anount
2008 Appropriati On ... ... S
2009 Appropriati on/ ReqQUESt ... ... $4, 000, 000
2010 ReqUESt .. ... e
Program I mprovement s/ OFf set s .. ... -4, 000, 000

Proposed Actions

In the Anerican Recovery and Rei nvestnent Act of 2009 (Recovery Act), the Public Housing Capital Fund received $4 billion to rehabilitate
and retrofit public housing units. PHAs are using these funds to increase energy efficiency, make critical safety repairs and inprove the
overall state of the Nation’s public housing stock. A total of $2.985 billion has already been awarded by fornula to 3,134 PHAs to enable
themto address their backlog of rehabilitation needs. Another $995 mllion will be awarded conpetitively this fiscal year. The fornula
funding alone represents a total of 127 percent of the 2008 distribution of Capital Funds. Wen conbined with projected 2009 Capital Fund
awards, the total to each PHA in 2009, exclusive of any conpetitive grant awards, nore than doubles the funding given in 2008.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Per f or mance Measurenent Tabl e

Program Nane: PUBLI C HOUSI NG CAPI TAL FUND

Program M ssion: The Public Housing Capital Fund supports the Departnent’s nission to pronote safe, decent affordable housing.
The Qual ity Housing and Wrk Responsibility Act of 1998 authorized the Capital Fund and expands the scope of its predecessor
program by consolidating all public housing capital prograns (except HOPE VI) and allows greater local flexibility in decisions
on mgjor capital initiatives and managerment inprovenments undertaken by PHAs. Capital Fund grants may be used to support the
following activities: (1) devel opnent, financing and noderni zation of public housing projects; (2) vacancy reduction; (3)

def erred mai ntenance; (4) planned code conpliance; (5) management inprovenents, including those which support resident
participation; (6) demplition and replacenent; (7) resident relocation; (8) capital expenditures for resident enpowernent

assi stance and sel f-sufficiency; (9) capital expenditures for drug elimnation, security and safety, and (10) honmeownership.

Per f ormance | ndi cators Dat a Sources Per f or mance Report Per f or mance Pl an
2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an

The share of public housing units |REAC Public Housing 85% 84. 5% Tr acki ng Tr acki ng
t hat neet HUD-est abl i shed Physi cal Assessnent
physi cal standards will be System
tracked.
The Departnent will approve and Field Ofice/l Gantee $700 million $1. 453 billion $635 mllion $635 million
facilitate $635 mllion of Reporting

activity using alternative

fi nanci ng met hods (e.g. the HOPE
VI program and bonds through the
Capi tal Fund Fi nanci ng Progranj.

Key neasures under the Public Field Ofice/l Gantee Tr acki ng Tr acki ng Tr acki ng Tr acki ng
Housi ng Assessnent Systemwill be |Reporting
tracked including: (a) the unit-
wei ght ed average score,

(b) observed exigent deficiencies
per property anong PHAs that are
desi gnated as troubl ed and have
five or nore deficiencies per
property for public housing and
(c) the share of units that have
f uncti oni ng snoke detectors.

The percent of public housing Field Oficel Gantee Tr acki ng Tr acki ng Tracki ng Tr acki ng
uni ts under managenent of Reporting
t roubl ed housi ng agenci es.
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Expl anati on of |ndicators

Indicator: The share of public housing units that meet HUD established physical standards will be tracked.

Despite several years of decreased funding for the naintenance of Public Housing Agencies, PIH has been very successful in assisting PHAs
in the provision of rental housing that is decent, safe, sanitary, and in good condition. For fiscal year 2008, 84.5 percent of the units
met Standard Levels, which is 0.5 percent less than the fiscal year 2008 goal of 85.0 percent. Because of the sanpling nethod used this
variance is not statistically neaningful and accordingly the Departnent deens this goal substantially net. Additionally supporting this
position, it should be noted that when |looking at the results on a property basis, 91.3 percent of PHA properties nmet or exceeded the
establ i shed physical inspection standards versus 91.0 percent in fiscal year 2007 (an inprovenment of 0.3 percent). Wen the conversion to
asset managerment is conpleted, PIH intends to revise this goal such that reporting is on a project, and not unit, basis, in keeping with
the goals of asset nanagenent. In addition, the fiscal year 2010 Budget and the Recovery Act increase the Capital Fund resources

avail abl e to address capital needs, which will help accelerate the Departnment’s progress on this goal.

Indicator: The Department will approve and facilitate $635 nmillion of activity using alternative financing nethods (e.g. the HOPE VI
program bonds through the Capital Fund Financing Program (CFFP), energy perfornmance contracts, etc).

This indicator tracks the total amount of |everaging of HUD provided funds through various alternative financing vehicles. As with fiscal
year 2009, the Department will approve and facilitate $635 nillion of activity using alternative financing methods. The Capital Fund

Fi nanci ng Programis an appropriations-based financing programthat nakes financing available to PHAs. Proceeds from Capital Fund

Fi nanci ng Program transactions are used for nodernization and devel opnent of public housing, thus protecting and enhancing the affordable
housi ng stock. The agencies borrow funds fromthe private markets, pledge their capital funds subject to the availability of
appropriations, and then repay the financing as they receive their capital funds in future years. During fiscal year 2008, over $1.45
billion of other financing was |everaged, substantially exceeding the goal of $700 mllion.

I ndicator: Key neasures under the Public Housing Assessnent Systemwill be tracked, including: (a) the unit-weighted average score, (b)
observed exi gent deficiencies per property anong PHAs that are designated as troubled and have five or nore deficiencies per property for
public housing and (c) the share of units that have functioning snoke detectors.

The Public Housing Assessnment System scores provide an indication of the quality of the housing stock and the managenent conditions w thin
whi ch each public housing resident lives. These three key nmeasures (unit-weighted average score, reductions in exigent health and safety
or fire safety deficiencies, and share of unit with functional snoke detection systens) track HUD s progress toward increasing the
capability and accountability of PHA partners and increasing the safety and satisfaction of residents. By closely nonitoring these
indicators, HUD is working to further its commtnent in the President’s Managenent Agenda to steadily inprove the quality of public
housing. These tracking indicators display HUD s overall status for public housing on several key assessnent neasures. The Departnent is
the mdst of significant changes in its assessnment systens and a conversion to asset nmanagenent. Until such time as operations are
nornalized, the Departnent will report these key indicators for tracking purposes. Thereafter, the Departnment will devel op and report
agai nst new, yet to be devel oped, perfornmance neasures which may or may not include the neasures herein.

For fiscal year 2008, unit-weighted average Public Housing Assessnment System score was 85.2 percent, the sane as in fiscal year 2007. The
average exigent health and safety defects per property assessed (for properties with a physical assessnent score of |ess than 60) dropped
from 10.6 defects noted in their previous inspection to 5.9 defects noted in their fiscal year 2008 inspection; this was a reduction of 44
percent. For the | ast sub-goal, 93.2 percent of public housing units had functioning snoke detectors and were in buildings with

functioni ng snoke detection systens, conpared to 93.4 percent in fiscal year 2007.
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Indicator: The percent of public housing units under nanagenent of troubl ed housi ng agenci es.

The O fice of Public and Indian Housing and the Real Estate Assessnent Center use the Public Housing Assessment Systemto evaluate the
performance of PHAs based on four categories: physical condition, nmanagenent operations, financial condition, and resident satisfaction.
Housi ng agencies with conposite scores bel ow 60 percent, or scores below 18 percent in any one conponent, are classified as “substandard”
or “troubled.” This indicator tracks the change in the nunber of units nmanaged by “troubl ed” agencies at the beginning of the fiscal year
that successfully return to “standard” status by the end of the fiscal year due to intervention by the Departnent.

The nunmber of troubled PHAs as of Septenber 30, 2007, totaled 161, with 55,338 lowrent units. As of Septenber 30, 2008, 66 PHAs from
this list were recovered. There were 95 troubled PHAs with 42,649 units renmai ning as of Septenber 30, 2008, a reduction of 23 percent.
This conpares to a 43 percent reduction for fiscal year 2007.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Justification of Proposed Changes in Appropriations 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.

For the Public Housing Capital Fund Programto carry out capital and managenent activities for public housing agencies, as authorized
under section 9 of the United States Housing Act of 1937 (42 U S.C. 1437g) (the "“Act'') [$2, 450, 000, 000] $2, 244, 000, 000, to remain

avail abl e until Septenber 30, [2012] 2013: Provided, That notw t hstandi ng any other provision of |aw or regulation, during fiscal year
[2009] 2010 the Secretary of Housing and U ban Devel opnent nmay not del egate to any Departnent official other than the Deputy Secretary and
the Assistant Secretary for Public and Indian Housing any authority under paragraph (2) of section 9(j) regarding the extension of the
time periods under such section: Provided further, That for purposes of such section 9(j), the term “obligate'' neans, with respect to
anounts, that the anounts are subject to a binding agreement that will result in outlays, imediately or in the future: Provided further,
That [of the total amount provided under this heading, up to $10, 000,000 shall be for carrying out activities under section 9(h) of such
Act; not to exceed $14,577,000 may be transferred to the Wrking Capital Fund; and] up to $15, 345,000 shall be to support the ongoing

Publ i ¢ Housing Financial and Physical Assessnent activities of the Real Estate Assessment Center (REAC): [Provided further, That no funds
may be used under this heading for the purposes specified in section 9(k) of the Act:] Provided further, That of the total anount provided
under this heading, not to exceed $20, 000,000 shall be available for the Secretary to make grants, notwi thstanding section 204 of this
Act, to public housing agencies for energency capital needs including safety and security nmeasures necessary to address crinme and drug-
related activity as well as needs resulting fromunforeseen or unpreventabl e enmergenci es and natural disasters excluding Presidentially
decl ared energenci es and natural disasters under the Robert T. Stafford Disaster Relief and Emergency Act (42 U S.C 5121 et seq.)
occurring in fiscal year [2009: Provided further, That of the total amount provi ded under this heading, $40,000,000 shall be for
supportive services, service coordinators and congregate services as authorized by section 34 of the Act (42 U S.C. 1437z-6) and the
Native American Housi ng Assistance and Sel f-Deternination Act of 1996 (25 U S.C. 4101 et seq.)] 2010: Provided further, That of the total
anmount provi ded under this heading up to $8,820,000 is to support the costs of admnistrative and judicial receiverships: Provided
further, That fromthe funds made avail abl e under this heading, the Secretary shall provide bonus awards in fiscal year [2009] 2010 to
public housing agencies that are designated high performers. (Department of Housing and Urban Devel opment Appropriations Act, 2009.)

Expl anati on of Changes

Eli m nates Techni cal Assistance set-aside.
El i m nates Wrking Capital Fund transfer.
El i m nates the Resident Opportunities for Self-Sufficiency set-aside.
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PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
Crosswal k of 2008 Availability
(Dol l'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Formula Grants ...................... $2, 327, 452 - $8, 966 L . $56, 825 $2, 375, 311
Energency/ Di saster Reserve .......... 18, 500 -55 o S 16, 858 35, 303
Technical Assistance ................ 12, 000 -4,704 S o 17,943 25, 239
Resi dent Opportunities and Supportive
SErVIiCeS ..t 40, 000 -41 S o 62, 714 102, 673
Adnmi ni strative Receivership ......... 8, 820 -9 o S 4,733 13, 544
Working Capital Fund (transfer) ..... 16, 847 16, 847
Nei ghbor hood Networks ............... o S o S 11, 338 11, 338
Fi nanci al and Physi cal Assessnent
SUPPOrt oo 15, 345 L L L L 15, 345
Tenant Qpportunity .................. L -5 L L 155 150
Publ i c Housing Anendnents ........... -52 52
Hurricanes Katrina and Rita
Redevelopnent ...................... o 15, 000 o S S 15, 000
Recovery Act ........................ e e e e e e
Total ...... ... ... 2,438, 964 1,168 L L 170, 618 2,610, 750
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Budget Activity

Formula Gants ......................
Energency/ Di saster Reserve ..........
Technical Assistance ................
Resi dent Opportunities and Supportive
SErViCeS ..t
Adnmi ni strative Receivership .........
Working Capital Fund (transfer) .....
Nei ghbor hood Networks ...............
Fi nanci al and Physi cal Assessnent
SUPPOrt .
Tenant Qpportunity ..................
Publ i c Housing Anendnents ...........
Hurricanes Katrina and Rita
Redevelopnent ......................
Recovery Act ........ .. .. ... ... . ... ..
Total ...

2009

President’s
Budget
Request

$1, 939, 038

7,420
37,620

10, 000
14,577

15, 345

2,024, 000

PUBLI C AND | NDI AN HOUSI NG
PUBLI C HOUSI NG CAPI TAL FUND
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 ammi ngs Carryover Resour ces

$2, 341, 258 $12, 258 $2, 353,516

20, 000 19, 873 39, 873

10, 000 5,528 15, 528

40, 000 40, 846 80, 846

8, 820 3, 658 12, 478

14, 577 o 14, 577

2,073 2,073

15, 345 9, 890 25, 235

150 150

. $4, 000, 000 e e 4, 000, 000

2, 450, 000 4,000, 000 94, 276 6, 544, 276
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
2010 Summary Statement and Initiatives
(Dollars in Thousands)

NATIVE AMERICAN HOUSING BLOCK Enacted/ Supplemental/ Total

GRANTS Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation ................ $630,000 $58,769% -$5,919 $682,850 $556,427 $572,140
2009 Appropriation/Request ........ 645,000 126,423 510,000 1,281,423 1,278,816% 678,304%
2010 Request ... ..o 645,000 2,607 . 647,607 645,000 785,068
Program Improvements/Offsets ...... I -123,816 -510,000 -633,816 -633,816 +106,764

a/ Includes $3.9 million in recaptures.

b/ Excludes permanent indefinite authority of $393 thousand for Title VI Loan Guarantee upward re-estimate.

c/ Includes supplemental funds in the amount of $510 million for the American Recovery and Reinvestment Act, 2009 (ARRA).
d/ Includes obligations of ARRA funds in the amount of $507 million.

e/ Includes outlays of ARRA funds in the amount of $43 million.

Summary Statement

For fiscal year 2010, the budget proposes an appropriation of $645 million for the Native American Housing Block Grant (NAHBG), also
known as the Indian Housing Block Grant (IHBG) program. This 2010 request funds the program at the 2009 enacted level. The funding
level recognizes the low-income housing needs that exist in Indian Country. This program provides a formula grant, based on need and
the number of HUD-funded units developed under the U.S. Housing Act of 1937, for housing and housing-related assistance. Funds are
provided either directly to eligible Indian tribes or through their Tribally Designated Housing Entities (TDHEs). In fiscal year 2008,
NAHBG assisted 4,192 homeowners by either building, acquiring, or substantially rehabilitating their homes. This program also assisted
renters including 1,841 families by either building, acquiring, or substantially rehabilitating rental homes. It built 2,174 new units
(rental and homeownership units) to relieve overcrowding in tribal communities.

In accordance with the American Recovery and Reinvestment Act of 2009, $510 million was appropriated for NAHBG for formula and
competitive grants to be used for new construction, acquisition, rehabilitation including energy efficiency and conservation, and
infrastructure development. The program expects to have all funds obligated by the end of fiscal year 2010.

Also funded under this account is the Title VI Loan Guarantee program, which promotes homeownership opportunities via a public/private
partnership. As of September 30, 2008, 2,096 affordable housing units or the supporting infrastructure has been financed with Title VI
funding. This request includes $2 million for credit subsidy to support loan guarantee authority of $18,000,000 based on a subsidy
rate of 11.18 percent for the Title VI Tribal Housing Activities Loan Guarantee program. Title VI loan activity is expected to
increase due to expanded marketing and outreach efforts aimed at potential borrowers and lenders.
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Strategic Goals and Objectives

The programs administered by the Office of Native American Programs (ONAP) support several of the Department’s strategic goals. For
example, NAHBG program activities contribute to increasing minority homeownership; they expand access to and availability of decent,
affordable rental housing; they foster suitable living environments in communities by improving physical conditions and quality of
life; and, assist tribes and TDHEs working to end chronic homelessness and move homeless families and individuals to permanent housing.
Progress toward achieving these strategic goals is measured by annual and long-term performance indicators. Although each tribe sets
its own annual housing goals based on local needs, measurements over the last few years have established some comparative benchmarks
for levels of various housing activities. For example, each year since 2004 has seen the construction of approximately 2,000 new
NAHBG-assisted units. Levels of other housing activities tend to fluctuate from year-to-year as tribes and TDHEs respond to their
constituents” short- and long-term housing needs.

ONAP began to revise the NAHBG planning and reporting instruments in 2005, in close consultation with tribal officials and tribal
housing experts. Plans are to implement a single, streamlined form that will replace and combine the old Indian Housing Plan and
Annual Performance Report forms. The new form is expected to simplify reporting, while improving the quality and relevance of the data
collected. An independent, comprehensive evaluation of the Title VI program was completed in May 2008, and a similar evaluation of the
NAHBG program is expected to be completed in the fall of 2009.
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Summary of Resources by Program
(Dol lars 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
Formula Grants ........ $619,591 $47,425 $667,016 $550,044 $1,145,250 $116,972 $1,262,222 $643,000
Loan Guarantee - Title
V1 (Credit Subsidy) .. 541 3,791 4,332 1,618 2,000 2,714 4,714 2,000
Technical Assistance .. 1,949 7,553 9,502 2,765 4,250 6,737 10,987
National American
Indian Housing
Council _......_..... 2,000 . 2,000 2,000 3,500 . 3,500 .
Total ...... ... ...... 624,081 58,769 682,850 556,427 1,155,000 126,423 1,281,423 645,000
2008 2009 2010
FTE Actual Estimate Estimate
Headquarters ........ 28 27 28
Field ............... 124 122 123
Total ............. 152 149 151
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Program Offsets
(Dollars in Thousands)

Formula Grants Amount
2008 Appropriation ... e $619,591
2009 Appropriation/RequesT ... ..o e e e e e eae e aaaaaan 1,145,250
2010 ReQUEST . .. i e e e e e e e e e aaaaa—an 643,000
Program Improvements/Offsets . ... ... e aaaaaan -502,250

Proposed Actions

The Native American Housing Assistance and Self-Determination Act of 1996 (NAHASDA, 25 U.S.C. 4101 et seq.) was enacted by Congress in
1996 to recognize the unique nature and needs of the American Indians and Alaska Natives and better assist Native American people and
their communities. The Native American Housing Block Grant (NAHBG), also known as the Indian Housing Block Grant, or IHBG program,
provides funds to tribes or their Tribally Designated Housing Entities (TDHE), to meet their critical housing needs through block
grants designed to maintain existing units previously developed with HUD funding, to develop, acquire, and rehabilitate units, and for
other affordable housing activities, such as interest rate buy-downs, down payment assistance, loans, and housing services, as defined
in Section 202 of the Act.

A study conducted by HUD and the Urban Institute in 1996 found that there was a need for more than 90,000 affordable housing units in
Indian Country. HUD has also determined, using 2000 Census data, that 273,658 American Indian/Alaska Native households, out of
965,684, have “severe housing needs.” This is defined as a lack of basic plumbing or kitchen facilities, having more than 1.01 persons
per room, or having a housing cost burden of over 50 percent of income. On tribal lands, 28 percent of Indian households were found to
be overcrowded or to lack adequate plumbing and kitchen facilities, compared to 5.4 percent of national households. A 2003 U.S.
Commission on Civil Rights study, “A Quiet Crisis: Federal Funding and Unmet Needs in Indian Country,” estimated nearly 200,000 housing
units are immediately needed to provide adequate housing in tribal areas.

The fiscal year 2010 budget request not only reflects the need for more units, but recognizes the pressures of rising management and
construction costs. Inflation has driven up the cost of construction materials and labor. The rising cost of gasoline is a
particularly onerous burden for tribes in remote locations. Rising utility costs affect everyone, but especially tribes in Alaska and
in the northern continental border states. General economic inflation, especially the rising costs of building materials, air travel,
fuel costs, and other transportation costs, necessitates an increase in the amounts made available for formula grants, for supporting
the inspection of Indian housing units, contract expertise, and training and technical assistance, including related travel expenses.
Many recipients of this program are located in remote rural areas, far from common transportation hubs. This limits transportation
options and escalates their costs. Transportation costs in rural Alaska are especially onerous, where more than 200 Native Villages
are recipients of the program. For example, during the summer of 2008, gasoline prices in rural Alaska ran as high as $7.98 per
gallon, and fuel oil prices ranged as high as $8.77 per gallon. The concurrent inflation of utility costs, building materials, and
professional services has substantially driven up the routine operating and maintenance costs of providing affordable housing.

The NAHBG allows grant recipients to develop and support affordable rental and homeownership housing and provide housing services
through the following eligible activities:
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Development. Grant funds may be used to support acquisition, new construction, reconstruction, and the moderate or substantial
rehabilitation of affordable housing, and may include real property acquisition, site improvement, development of utilities and utility
services, conversion of a project to homeownership, demolition, financing, administration and planning, improvements to achieve greater
energy efficiency, and other related activities. “Development” refers to building, acquiring, and substantially rehabilitating
affordable housing units that were developed with NAHASDA funds.

. From fiscal years 2004 through 2007, IHBG recipients expended approximately $976.3 million on activities in this category, or an
average of $244 million each year.

e This activity averaged almost 39 percent of total expenditures.

. During this time, more than 8,300 affordable homes were built, more than 2,700 were acquired, and almost 21,000 were substantially
rehabilitated.

Indian Housing Assistance. Indian housing assistance provides for modernization and operating assistance for housing previously
developed or operated under a contract between the Department and an Indian Housing Authority, currently the tribe or TDHE. Indian
Housing Assistance” refers to the operation and maintenance of “pre-NAHASDA” HUD units.

. From fiscal years 2004 through 2007, IHBG recipients expended approximately $912.3 million on activities in this category, or an
average of $228 million each year.

e This activity averaged about 36 percent of total expenditures.

. Recipients continue to maintain a substantial inventory of “HUD FY2004-2007 IHBG Expenditures by Activity
units” that were constructed before NAHASDA’s programs were
implemented in 1998. In fiscal year 2008, this included more than
57,500 units built under the Low Rent, Mutual Help, and Turnkey
programs; and another 3,600 units managed in a manner similar to

Model Activities P2nning & Admn

the Section 8 program. 2% 12%
Crime Prevention &
Housing Services. Funds may be used to provide housing counseling for Safety
rental or homeownership assistance, establishment and support of 1% Indian Housing
resident management organizations, energy auditing, supportive and Assistance
self-sufficiency services, and other related services assisting owners, Housing Mgmt Sves 6%

residents, contractors and other entities, participating or seeking to %

participate in eligible housing activities.

Housing Services
5%

. From fiscal years 2004 through 2007, IHBG recipients expended
approximately $138.9 million on activities in this category, or an
average of $34.7 million each year.

e This activity averaged slightly more than 5 percent of total

expenditures. Development
39%

Housing Management Services. Grant funds may be used to provide
management services for affordable housing, such as preparation of work
specifications, loan processing, inspections, tenant selection, management of tenant-based rental assistance, and management of
affordable housing projects.
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. From fiscal years 2004 through 2007, IHBG recipients expended approximately $121.9 million on activities in this category, or an
average of $30.5 million each year.

e This activity averaged almost 5 percent of total expenditures.

Crime Prevention and Safety Activities. Funding may be provided for safety, security, and law enforcement measures with activities
appropriate to protect residents of affordable housing from crime.

. From fiscal years 2004 through 2007, IHBG recipients expended approximately $36.5 million on activities in this category, or an
average of $9.1 million each year.

e This activity averaged only slightly more than 1 percent of total expenditures.

Model Activities. The Department may approve housing activities under model programs that are designed to develop and support
affordable housing. This complies with the mandate that new housing opportunities be developed using a variety of creative approaches.
This ensures long-term viability by implementing ideas that supplement limited Federal grant funds with other sources of capital,
loans, buy-downs, and other financing mechanisms.

. From fiscal year 2004 through fiscal year 2007, IHBG recipients expended approximately $45.6 million on activities in this
category, or an average of $11.4 million each year.

e This activity averaged less than 2 percent of total expenditures each year.

. Examples of model activities include: renovating a homeless facility in the community, providing rental subsidy for units
developed under the low income housing tax credits program, and developing a neighborhood park to be used primarily by low-income
residents.

In addition, recipients may expend funds for planning and administration. Over the 4 years, fiscal years 2004 through 2007,

$310 million was expended for this category, or an average of $77.5 million per year. Planning and administrative expenses averaged
slightly more than 12 percent of total expenditures each year. [24 CFR 8 1000.236 defines eligible administrative and planning expenses
under NAHASDA.] They are activities such as administrative management, evaluation and monitoring, preparation of the Indian Housing
Plan and Annual Performance Report, staff and overhead costs directly related to carrying out affordable housing activities.

[24 CFR & 1000.238 limits recipients to 20 percent of their grant for planning and administrative purposes.]

During fiscal year 2008, the IHBG recipients made significant accomplishments, some of which are highlighted below:

In August 2008, the Wichita Housing Authority (WHA) officially opened its Iscani
Community Center in Anadarko, Oklahoma, funded, in part, with NAHBG funds. The WHA
is the entity designated by the Wichita and Affiliated Indian Tribes to provide
housing services to more than 1,400 low-income American Indians living in the

area. The Community Center complements the new Iscani Subdivision consisting of 25
single-family homes. This development was made possible by leveraging the Tribe’s
NAHBG to obtain a combination of funding sources. The Community Center will be
used for a variety of activities, including the provision of family counseling,
homebuyer education, financial literacy training, and credit counseling for housing
applicants, residents, tribal members, and the community at large. This is a good
example of an NAHBG recipient developing low-income housing and improving the
community, using the NAHBG.




Native American Housing Block Grants

The Cheyenne-Arapaho Independent Living Center opened in April 2008, in Clinton,
Oklahoma. The Cheyenne-Arapaho Housing Authority, which serves low-income Indian
families, used IHBG program funds to design and build the 26-unit facility. It is
accessible to persons with disabilities and includes a community living area. This
project provides decent, affordable housing, and is an asset to the community as a
whole. More than 2,000 Indian families living in the Clinton area are low-income;
the Cheyenne-Arapaho Housing Authority received an IHBG in Ffiscal year 2007 of almost

$2.5 million.

In addition, the Ho-Chunk Housing and Community Development Agency (HCHCDA)
developed a housing project known as the Potch-Chee-Nunk Community in
Wittenberg, Wisconsin. The Community was financed using Indian Housing Block
Grant (IHBG) funds and Section 184 loans through the Chippewa Valley Bank.
The project consists of four, modular three-bedroom, two-bath, single family
residences with attached one-car garages. The units average 2,000 square
feet each, and are accessible to persons with disabilities. The units are
being leased to Ho-Chunk families on a lease-to-own basis. The houses were
dedicated in May 2008. The HCHCDA serves a community with more than 3,000
low-income Indian families. In fiscal year 2007, its IHBG was approximately

$4.16 million.
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Program Metrics: Demographics of residents/people served

In fiscal year 2008, 582 tribes or tribal organizations were eligible to participate in the IHBG program. In addition to federally
recognized tribes, several non-Federally recognized Indian tribes with Indian housing authorities are eligible to participate in
NAHASDA programs because they entered into a contract and received funding from HUD pursuant to the U. S. Housing Act of 1937, prior to
the passage of NAHASDA. In addition, tribally designated housing entities, such as Alaska’s 14 Regional Housing Authorities that
administer IHBG funds on behalf of tribes, are also eligible. However, not all eligible tribes actually participate in the IHBG
program. A few tribes choose not to participate or do not qualify for various reasons. In fiscal year 2008, 358 compliant Indian
Housing Plans were submitted, representing 543 tribes. Funds were reserved as follows:

Indian Housing Block Grant Program

Area Number of Recipients Amounts Reserved
2008 2008
Alaska, Anchorage 62 $96,395,871
Eastern/Woodlands, Chicago 55 $85,775,972
Northern Plains, Denver 32 $92,289,531
Northwest, Seattle 42 $51,051,070
g?:;hern Plains, Oklahoma a5 $93,049,305
Southwest, Phoenix 122 $184,846,136
Totals 358 $603,407,885

- - Number of tribes
Fiscal year Number of tribes in Number of compliant IHPs represented in IHPs
formula -
received
2004 580 373 529
2005 581 372 550
2006 535 359 530
2007 558 365 525
2008 582 358 543
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Program Offsets
(Dol lars in Thousands)

Loan Guarantee - Title VI (Credit Subsidy) Amount
2008 Appropriation ... $541
2009 Appropriation/Request . . ... ... ieaaaaaan 2,000
2010 ReQUEST . oo i e e e e e e e e e e e e e e e e 2,000

Program Improvements/OfFsets . ... ... i e aaaaaaan -

Actual Estimate Estimate
Title VI Housing Loan Guarantee - Summary of Loan Activity 2008 2009 2010
Number of Loan Commitments. . ... ... ... ... . i oo iiiaaaiaiaaaann 16 18 18
Number of Loans Endorsed ... ... ... 8 10 10
Average Loan Size of Endorsed Loans ... ... ... ..o iiiiiiiiiaaaaaann $1,687 $1,400 $1,400
Number of Loans in Delinquent Status at end of fiscal year ....... 0 0 0
Number of Loans that Defaulted in fiscal year ........ . ... ._....... 0 0 0
Total Number of Loans in Default ... ... . . . . .. . . . . i i iiiiiiiaaanann 1 1 1
Loan Guarantee Commitment Limitation ... ... ... ... ... ... oooooooo-- $13,351a $17,000 $18,000
Subsidy Rate ... ... eeaaaaaan 12.12 12.34 11.18

a/ This is the amount of guaranteed loan commitments made; fiscal year 2008 loan guarantee commitment limitation
is $17 million.

Proposed Actions

Title VI, Tribal Housing Activities Loan Guarantee. The Budget includes a set-aside of $2 million in credit subsidy for the
continuation of the Title VI Loan Guarantee program. The loan guarantees made under this program guarantee repayment of 95 percent of
the unpaid principal and interest due on the obligations guaranteed. The Title VI program is authorized by Public Law 104-330, as
amended, and the regulations are found in 24 CFR PART 1000, Subpart E. This request will support loan guarantee authority of
$18,000,000 based on a subsidy rate of 11.18 percent for the Title VI program. The program provides loan guarantees for NAHBG
recipients (Indian tribes and TDHEsS) in need of additional funds to engage in NAHASDA-eligible affordable housing activities. The
program provides a mechanism for grant recipients to leverage funds by pledging future block grants, along with additional security as
required, to collateralize notes and other obligations.
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The program began with two Title VI loan guarantees issued for approximately $7 million in fiscal year 2000. As of September 30, 2008,
cumulative loan guarantees of approximately $122.8 million have been issued, and 2,096 affordable housing units or the supporting
infrastructure has been financed with Title VI funding. In fiscal year 2008, 8 loans totaling $13.5 million were guaranteed.

More aggressive marketing and outreach efforts to potential borrowers and lenders by the six Area Offices of Native American Programs
and the Office of Loan Guarantee have resulted in tribes becoming more familiar with the program and its usefulness, as well as
increases iIn inquiries.

ONAP requests funding of $350,000 in the fiscal year 2010 Budget to improve the efficiency of the Title VI loan guarantee program by
reducing the credit subsidy rate. ONAP will require ongoing contractor support to maintain the Title VI credit subsidy model.
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Program Offsets
(Dollars in Thousands)

Technical Assistance Amount
2008 Appropriation ... e $1,949
2009 Appropriation/RequesT ... ..o e e e e e eae e aaaaaan 4,250
2010 ReQUEST ...t i e i iee e eeaeaeeeeeaaeaaaaaan e
Program Improvements/Offsets . ... ... e aaaaaan -4,250

Proposed Actions

In fiscal year 2010, technical assistance activities will be funded through the Department’s Transformational Initiatives.

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 Native American Housing Block Grant
(NAHBG) 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 in respect to the NAHBG account, include: (1) support of
tribal consultation, technical assistance and training to tribes and tribally designated housing entities (TDHES) on
programmatic/functional requirements and formula maintenance as well as support inspection of Indian housing units, or (2) improve
efficiency of the Title VI program within NAHBG, by developing a program-specific credit subsidy modeling program to addresses

Title VI’s unique characteristics.

In fiscal year 2008, IHBG training and technical assistance funds were used to train and consult with program participants, as well as
provide technical support for the program. At least 25 training sessions for program participants were held throughout the country.
Training course titles included NAHASDA Essentials, Title VI Loan Guarantee Training, Environmental Review, Finance and Leveraging,
Self-Monitoring, Procurement, and Mold Prevention. To promote crime prevention and safety activities, two youth leadership training
camps were also supported by these funds. A series of six regional summits was held throughout Indian Country in fiscal year 2008, to
provide forums for additional training, consultation, and issues formulation for a subsequent national summit. Two independent,
comprehensive program evaluations are being conducted, at the request of Office of Management and Budget. Maintaining the performance
measures database, and maintaining and processing the IHBG formula are also essential program operations that are supported by training
and technical assistance funds.
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Program Offsets
(Dollars in Thousands)

National American Indian Housing Council Amount
2008 Appropriation ... $2,000
2009 Appropriation/RequUesT . ... e e e aaee e aaaaaan 3,500
2010 ReQUEST . ..ot i e i ieaeeeeaeeeaeaeeeeeaa e e
Program Improvements/Offsets . ... ... e aaaaaaan -3,500

Proposed Actions

The Department does not request a set-aside for a National organization providing technical assistance in fiscal year 2010.
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Performance Measurement Table

Program Name: NATIVE AMERICAN HOUSING BLOCK GRANTS (NAHBG)
Program Mission: In 1996, in order to recognize the unique nature and needs of American Indian and Alaska Native areas,
Congress enacted the Native American Housing Assistance and Self-Determination Act (NAHASDA, P.L. 104-330) to better assist
Native American people and their communities. The NAHBG program provides funds to tribes or their tribally designated housing
entities (TDHE) to meet their critical housing needs through housing block grants designed to maintain existing units
previously developed with HUD funding and to develop new units. NAHASDA stipulates that each eligible Indian tribe or its
TDHE receive annually a single block grant to meet the housing and housing-related needs within their community.

Performance Indicators Data Sources Performance Report Performance Plan

2008 Plan 2008 Actual 2009 Plan 2010 Plan
The Office of Public and Indian Housing PIH Office of Native 4,349 4,192 4,415 4,415
will assist 8,920 families by building, American Programs
acquiring, or rehabilitating Administrative Data
homeownership units or assisting derived from Access
families in their purchase. Database and LOCCS
System
Through the Indian Housing Block Grant PIH Office of Native 1,380 1,841 1,380 1,380
program, tribes or tribally designated American Programs
housing entities will assist 1,380 Administrative Data
families by building, acquiring, or derived from Access
rehabilitating rental units. Database and LOCCS
System

Overcrowded households in Indian country |Administrative Reports 1400 2,174 1400 1500
shall be reduced by 3 percent.

Explanation of Indicators

The Native American (or Indian) Housing Block Grant (NAHBG) program provides grants to Indian tribes and Tribally Designated Housing
Entities (TDHEs) to provide and maintain housing for low-income Native Americans. As part of its responsibility to provide public
accountability, the Office of Native American Programs (ONAP) has developed performance goals and a performance measurement database.
This database enhances ONAP’s ability to evaluate the impact of ONAP programs and facilitates strategic planning within the
organization.

Housing conditions in Indian Country were improved and many families have better living conditions due to the activities funded through
the NAHBG and Title VI. ONAP will regularly monitor grantees and provide specialized training and technical assistance to the grantees
to ensure that performance goals will be achieved.

Indicator: The Office of Public and Indian Housing will assist 8,920 families by building, acquiring, or rehabilitating homeownership
units or assisting families in their purchase.
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This indicator is part of a cross-departmental goal, (A.1), to promote affordable homeownership opportunities. Increasing
homeownership among low-income and minority households is one of the Department’s most important initiatives and a number of HUD
programs help increase the number of individuals and families that achieve homeownership. The Office of Public and Indian Housing
plans to assist 8,920 families in fiscal year 2010 by building, acquiring, or rehabilitating homeownership units or assisting their
families in their purchase. To achieve this goal, in Ffiscal year 2010, the NAHBG program will assist 4,415 families by building,
acquiring, or rehabilitating homeownership units or assisting families in their purchase.

In fiscal year 2008, NAHBG assisted 4,192 families with homeownership activities. The program did not meet its intended target for
fiscal year 2008. The Indian Housing Block Grant program is designed to provide local decision-makers with the flexibility to allocate
funds from among a number of eligible activities. Changing market conditions can cause funds to be shifted from one activity to
another, making it difficult for HUD to accurately set targets. These outputs that demonstrate the program’s accomplishments are
continuously updated as grantees report to ONAP and the performance tracking database is adjusted. Experience has shown that figures
from the database that are collected each year in October for the Annual Performance Report are incomplete. This is generally due to
grantees reporting late. As more trend data becomes available, ONAP will continue to evaluate more appropriate target levels for these
goals.

Indicator: Through the Indian Housing Block Grant program, tribes or tribally designated housing entities will assist 1,380 families
by building, acquiring, or rehabilitating rental units.

This indicator is part of a cross-departmental goal, (B.1) to assist affordable rental households and rental units. This indicator
tracks rental housing assistance—including rehabilitation of rental housing units—provided through a number of formula block grants and
other programs. Because of shortages of affordable rental housing and the need to maintain existing housing units, it is desirable to
increase the number of households aided with housing assistance, including through rental housing production. To achieve this goal,
the Indian Housing Block Grant Program, through tribes or tribally designated housing entities, will assist 1,380 families by building,
acquiring, or rehabilitating rental units in fiscal year 2010.

This indicator tracks the number of new households that received affordable rental housing assistance in Ffiscal year 2008. Rental
housing assistance includes families who have received a newly built home, a newly acquired home, or have had their home rehabilitated.
The goal to build, acquire, or rehabilitate 1,380 rental units was met. The actual accomplishment, 1,841 exceeded the goal by

33 percent. It was also a 17 percent increase over the 1,569 units built, rehabilitated, or acquired in fiscal year 2007. The number
of units built, rehabilitated, and acquired each year under the Indian Housing Block Grant program can vary because local grantees have
the flexibility to determine which of the eligible activities they will carry out based on need and changing circumstances. Rising
construction costs and relatively constant appropriations in recent years have limited increases each year in the number of units
built, rehabilitated, or acquired with Indian Housing Block Grant funds.

The long-term desired outcome under this Strategic Objective is an adequate number of decent, safe and affordable homeownership units
made available to American Indian and Alaska Native families.



Native American Housing Block Grants

Indicator: Overcrowded households in Indian Country shall be reduced by 3 percent.

One of ONAP’s most important long-term goals is to reduce overcrowded American Indian and Alaska Native (AIAN) households. ONAP and
tribal representatives established a baseline in fiscal year 2003 of 47,169 overcrowded AIAN households. The Department’s goal for the
past several years had been to reduce the number of overcrowded households by 1 percent of that baseline, each year. Because of better
than expected performance, the target was raised to 3 percent in fiscal year 2008 and onward. In fiscal year 2008, the target was met.
The Indian Housing Block Grant program funded the construction of 2,174 new affordable housing units, which significantly exceeds the
target of 3 percent (1,400 units) of the 2003 baseline. Since HUD’s Performance and Accountability Reports were published in fiscal
years 2006 and 2007, updated information has been aggregated in HUD’s database. As of October 2008, the revised accomplishment for
fiscal year 2005 is 1,960; for fiscal year 2006, 2,002; and for fiscal year 2007, 2,176. Since fiscal year 2003, the original baseline
of 47,169 overcrowded households has been reduced by 13,749 households (29 percent) to 33,420 overcrowded households. The annual
target for this goal has been consistently exceeded, and ONAP is evaluating alternate methods that might better measure overcrowding
and the impact that the NAHBG program has on it.

ONAP”s target for fiscal years 2009 and 2010 is to reduce overcrowding by 3 percent (1500 units). The measure to assess interim
progress is an annual reduction in overcrowding for 1,400 families in fiscal year 2009 and 1,500 families in fiscal year 2010. HUD is
seeking a more valid and accurate methodology to measure overcrowding. Currently, progress is measured by simply subtracting the
number of new units built each year from the baseline. A consultant has recommended that, to realistically measure overcrowding, HUD
should use extracts of American Community Survey (ACS) data from the Census Bureau, inspect and survey households, or use a combination
of these two methods. HUD is assessing the relative validity, feasibility, and cost effectiveness of the two methods, and plans to
consult with OMB before deciding on an improved measurement strategy.
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Justification of Proposed Changes in 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.

For the Native American Housing Block Grants program, as authorized under title 1 of the Native American Housing Assistance and Self-
Determination Act of 1996 (NAHASDA) (25 U.S.C. 4111 et seq.), [$627,000,000] $645,000,000, to remain available until expended:
Provided, That, notwithstanding the Native American Housing Assistance and Self-Determination Act of 1996, to determine the amount of
the allocation under title I of such Act for each Indian tribe, the Secretary shall apply the formula under section 302 of such Act
with the need component based on single-race Census data and with the need component based on multi-race Census data, and the amount of
the allocation for each Indian tribe shall be the greater of the two resulting allocation amounts: [Provided further, That of the
amounts made available under this heading, $3,500,000 shall be contracted for assistance for a national organization representing
Native American housing interest for providing training and technical assistance to Indian housing authorities and tribally designated
housing entities as authorized under NAHSADA; and $4,250,000 shall be to support the inspection of Indian housing units, contract
expertise, training and technical assistance in the training, oversight, and management of such Indian housing and tenant-based
assistance, including up to $300,000 for related travel:]Provided further, That of the amount provided under this heading, $2,000,000
shall be made available for the cost of guaranteed notes and other obligations, as authorized by title VI of NAHASDA: Provided further,
That such costs, including the costs of modifying such notes and other obligations, shall be as defined in section 502 of the
Congressional Budget Act of 1974, as amended: Provided further, That these funds are available to subsidize the total principal amount
of any notes and other obligations, any part of which is to be guaranteed, not to exceed $18,000,000.

Explanation of Changes

Technical assistance will be funded through the Transformation Initiative.
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PUBLIC AND INDIAN HOUSING
NATIVE AMERICAN HOUSING BLOCK GRANTS
Crosswalk of 2008 Availability
(Dollars in Thousands)

Total
Supplemental/ Approved 2008
Budget Activity 2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
Formula Grants . ..................--. $621,770 -$2,179 R R $47,425 $667,016
Loan Guarantee - Title VI (Credit
51810157 o )77 T 1,980 -1,439 R R 3,791 4,332
Technical Assistance ................ 4,250 -2,301 - - 7,553 9,502
National American Indian Housing
Council ... ... ... 2,000 i e e i 2,000
Total ... iiiiiiiii.. 630,000 -5,919 . . 58,769 682,850



PUBLI C AND | NDI AN HOUSI NG
| NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
2010 Sunmary Statenent and Initiatives
(Dol l'ars in Thousands)

Enact ed/ Suppl enent al / Tot al
| NDI AN HOUSI NG LOAN GUARANTEE FUND Request Carryover Resci ssi on Resour ces Obl i gati ons Qut | ays
2008 Appropriation ................ $7, 450 $5, 2302 L $12, 680 $7, 440 $6, 4302
2009 Appropriation/ Request ........ 9, 000 5,240 L 14, 240 12,240 10, 000
2010 Request ........ i 7, 000 2, 000 . 9, 000 7, 000 9, 000
Program | nprovenents/ O0ffsets ...... -2,000 -3, 240 L -5, 240 -5, 240 -1, 000

a/ Excludes pernanent indefinite authority of $37 thousand for upward re-estinates of |oan authority.

Transform ng | ndi an Housi ng Loan Guarantee Fund

The Department is commtted to fulfilling its mssion of increasing homeownership, supporting innovative and sustai nable comunity
devel oprment, and ensuring access to affordable housing free fromdiscrimnation. Thi s budget provides funding for HUD prograns to
achi eve these inportant goals and provides funding for newinitiatives. These initiatives will help to transformthe Department in the
215t century. The Departnent’s budget includes funding for transformational initiatives which would include program studi es,
transfornational technol ogy investnents, program denonstrations, research and eval uations and techni cal assistance.

Sumary St at enent

The fiscal year 2010 Budget proposes an appropriation of $7 mllion, of which $6.25 million in credit subsidy is to support |oan guarantee
authority of $919 nillion, based on a subsidy rate of .68 percent. The Departnent, in conjunction with the Ofice of Managenent and
Budget (OWB), conducted an anal ysis of historical programactivity and perforned a better credit subsidy analysis that resulted in a
significantly lower credit subsidy rate. This lower rate in turn will support increased |oan activity while reducing credit subsidy
needs. This will allow HUD to neet projected demand for this program which has grown significantly since 2002. |In addition, $750
thousand is requested for administrative contract expenses to carry out the |oan guarantee program These funds will support efficient
managenment systens and anal yses nmade necessary by the success of this programin reaching |larger populations of borrowers and help the
programto remain well run. Automating some manual functions will enable HUD to process nore |oan guarantees. Wen an underwiter can
recei ve | endi ng docunents electronically fromthe lender, the process is greatly streanlined, benefiting the |lender, the borrower, and the
Government. The programwi |l not be able to sustain its exenplary level of growh w thout upgrading to these automated processes.

Honeowner ship rates on reservations are | ow and housing needs are great. According to 2004 Census data, the honeownership rate for
persons who self-identified as American |ndian, Al aska Native alone, or in conbination with another race, is 56.4 percent, 17.5 percent
bel ow the rate of white non-Hi spanics. The Section 184 |ndian Housi ng Loan Guarantee Fund provides credit subsidies that support |oan
guarantees up to 100 percent to meet this need. The guaranteed | oans can be used to purchase, construct, refinance, and/or rehabilitate
single famly homes on Indian trust or restricted land and in designated Indian areas. Because of the unique |legal status of these |ands,
| enders previously had been hesitant to assunme the risk of providing nortgage financing where legal title to the property could not be
used as collateral. OQher inportant constraints that limt the ability of tribes to take advantage of guaranteed |oans include weak |ocal
econom es, a lack of infrastructure, high building costs in rural areas, and a shortage of service providers such as apprai sers and

real tors.
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The Section 184 | oan guarantee program addresses the special needs of Native Americans, thus making it possible to achieve homeownership
with narket-rate financing. This request is based on substantial increased use of commitnent authority and | oan guarantees in recent
years. As of Septenber 30, 2008, a total of 6,627 (cunulative over the life of the progran) |oans had been guaranteed with guarantee |oan
authority of $940 million. During fiscal year 2008, the program guaranteed $274.7 nmillion for 1,576 |oans, exceeding the target of $247.5
mllion by alnmpst 11 percent. |t maintained a foreclosure (claimrate) of less than 1 percent of the |oans guaranteed, far bel ow the
target of 4 percent. HUD staff worked with counseling agencies affiliated with Nei ghborWrks Anerica and with I enders to assist 50
families with delinquent loans to avoid foreclosure by accessing federal foreclosure prevention dollars.

In fiscal year 2010, HUD expects this growh trend to continue as key secondary narket participants return to asset-based lending with an
enphasi s on government insured and guaranteed products. The Section 184 |oan portfolio was not directly inmpacted by subprime | ending, but
the program did experience sone retrenching by Ienders with exposure in the subprine arena. As quality lenders return to governnent

I endi ng, the nunber of nortgage conpanies underwiting Section 184 loans will increase. Significant progress has been made in working
with G nnie Mae and the Federal Hone Loan Bank of Chicago in opening their portfolios to purchase Section 184 |oans. Secondary narkets
for these products are essential to getting nore retail bank participation.

Credit Subsidy Mdeling Indian Housing Loan Guarantee Fund. The Section 184 |ndi an Housi ng Loan Guarantee Fund (Section 184) is a |oan
guarantee programthat is subject to the Federal Credit Reform Act of 1990 (Credit Reform). Under Credit Reform the Ofice of Managenent
and Budget (OMB) is required to establish credit subsidy rates for the purpose of estimating future |l osses resulting fromthe

adm ni stration of federal programs and activities that place public funds at risk. The previous credit subsidy nodel used high default or
proxy assunptions rates to project |osses and did not incorporate programspecific data. The credit subsidy rate established for Section
184 in 2010 nore accurately reflects the low historic rate of |loss for the program

The O fice of Native American Prograns (ONAP) proposes to add a nodule to the Conputerized Homes Underwiting Managenent System ( CHUVB)
presently used by the Ofice of Single Family Housing. This is a systemthat is in commobn use by nany government |enders.

The benefits will be further inmproverment to credit subsidy nodeling tool and conpliance with credit reformquality standards, and ONAP
risk analysis. Integration to CHUVS will enhance data collection, which inproves the nodeling and profiling capabilities of the program

ONAP requests funding of $750,000 in the fiscal year 2010 budget to inprove the efficiency of the | oan guarantee program by reducing the
credit subsidy rate and enhancing the data collection and nodeling capabilities of the program ONAP will require ongoing contractor
support to nmake the necessary adaptations to the CHUVB and the credit subsidy nodel. After the initial integration into CHUVS, ONAP will
seek access to the FHA servicing platformto streamine the early intervention/loss mtigation neasures, while increasing the transparency
of the property disposition process.

Strategi c Goals and Objectives

The Section 184 |ndi an Housing Loan Guarantee Fund supports the President’s goal and the Departnment’s Strategic CGoal A Increase
homeowner shi p opportunities. In fiscal year 2010, PIH will assist 9,000 fam lies by building, acquiring, or rehabilitating homeownership
units or assisting famlies in their purchase; of this total, at least 1,700 units will result fromthis program
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PUBLI C AND | NDI AN HOUSI NG
| NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
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 gations Request Into 2009 Resour ces Request
Loan Quarantee Credit
Subsidy .............. $7, 450 $5, 230 $12, 680 $7, 440 $8, 250 $5, 240 $13, 490 $6, 250
Loan Cuarant ee
Contracts ............ e e e e 750 e 750 750
Total ............... 7, 450 5, 230 12, 680 7, 440 9, 000 5, 240 14, 240 7, 000
NOTE: Fiscal years 2008 and 2009 carryover includes $99 thousand for Land Title Report Conmi ssion.
2008 2009 2010
FTE Act ual Estinate Estimate
Headquarters ........ 6 6 6
Field ............... 22 22 22
Total ............. 28 28 28



I ndi an Housi ng Loan Guarantee Fund

PUBLI C AND | NDI AN HOUSI NG
I NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
Program O f set s
(Dol l'ars in Thousands)

Loan Quarantee Credit Subsidy Anount
2008 Appropriati On . ... ... $7, 450
2009 Appropriation/ Request . ........ ... 8, 250
2000 ReqUEST ..t 6, 250
Program I nprovenment s/ OF f Set S ... o -2,000
Act ual Esti mate Esti mate
I ndi an Housi ng Loan Guarantee - Summary of Loan Activity 2008 2009 2010

(Dol l'ars in Thousands)

Nunber of Loan CommitmeNtS . ... ... ... i 1, 600 1, 800 1, 800
Nunber of Loans Endorsed ............. ... ... .. 1,576 1, 700 1, 700
Average Loan Size of Endorsed Loans ............ ..., $175 $165 $165
Nunmber of Loans in Delinquent Status at End of Fiscal Year ....... 336 432 451
Nunber of Loans that Defaulted in Fiscal Year .................... 17 20 24
Total Number of Loans in Default ........... ... ... ... .. . . ... 52 76 92
Loan Quarantee Commitnent Limitation ............................. $307, 456 af $420, 000 $919, 000
SUbSIdy Rat @ ... 2.42 2.52 .68

a/l This is the ampunt of guaranteed | oan commtnents nmade; the fiscal year 2008 | oan guarantee commitnent limtation is $367 mllion.

Proposed Actions

This programis authorized by Section 184 of the Housing and Community Devel opment Act of 1992, Public Law 102-550, enacted
Cctober 28, 1992, as anmended. The fiscal year 2010 Budget proposes an appropriation of $7 mllion, of which $6.25 mllion in credit
subsidy is to support |oan guarantee authority of $919 mllion, based on a subsidy rate of .68 percent.

The | oan guarantees made under this program shall guarantee repayment of 100 percent of the unpaid principal and interest due on the
obligations guaranteed. Funding for this program provides | oan guarantees for Native Arerican famlies, Indian tribes, and Tribally

Desi gnat ed Housing Entities (TDHES) to purchase, construct, refinance, and/or rehabilitate single fanmly hones on trust or restricted |and
and in tribal areas of operation. The Section 184 | oan guarantee has made possible private financing of hone nortgages by private
financial institutions based on individual borrower’s qualifications, regardless of |and status.
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The trend toward greater utilization of the Section 184 Indian Housing Loan Quarantee can be traced to the Departnment’s shift froma

br oad- based national outreach canpaign to a nore |localized grassroots marketing approach. To achieve the desired result HUD identified
and targeted |l enders, tribes, and markets that offered the greatest opportunity for imrediate success. The Ofice of Loan Guarantee (OLGQ
effectively inplemented the same types of approach whol esal e nortgage | enders use to increase individual market share. The outreach
canpai gns established specific production goals for each ONAP Area Ofi ce.

In fiscal year 2010, HUD expects the growh trend to continue as nortgage | enders enphasize governnent insured and guaranteed products.

Over the past 4 years (fiscal years 2005-08), the dollar volunme

associ ated with new Section 184 | oan applications has increased from Total Yearly Activity ($in Millions)

$140.5 million to $385.88 nillion. The corresponding | oan guarantee

activity over the sanme period has increased from$77 mllion to $274.7 400"

mllion. The chart illustrates the relationship between the issuance

of a case nunber on a new application and the issuance of a |oan 3501

guarantee certificate to the lender. The dollar volume of |oan 3007

guarantees is generally 90 percent of the case nunber issued totals 2501

fromthe prior fiscal year. 2001 1§ of Cases Issued

As of th d of fi | 2008, th 640 Secti 184 | 259 @S of Firms Issued
0 e end of fiscal year , ere were ction oan |

cases in process totaling $107.6 mllion and 748 loans with firm 1007 D $of LG Cert Issued

commitments totaling $107.9 mllion outstanding. These totals 50

represent $215 nillion of loans in process before the first new K

application was taken in fiscal year 2009. W expect |oan guarantee 2003 2004 2005 2006 2007 2008

activity continue to grow and denonstrate stellar performance in the Fiscal Year

future.

This programis intended for tribes, tribally designated housing entities, and individual menbers of tribes that participate in the
program There is not an income limt or mnimumrequired to participate.

The term “Federal |y recogni zed tribe” means any Indian tribe, band, nation, or other organized group or comrunity of Indians, including
any Al aska Native village or regional or village corporation as defined in or established pursuant to the Al aska Native dains Settlenment
Act, that is recognized as eligible for the special prograns and services provided by the United States to Indians because of their status
as Indians pursuant to the Indian Self-Determ nati on and Educati on Assistance Act of 1975. |Indian tribes thenselves determne their
menbership criteria.
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PUBLI C AND | NDI AN HOUSI NG
I NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
Program Of f set s
(Dol lars in Thousands)

Loan Quarantee Contracts Anount

2008 ApPropriati ON ... L
2009 Appropriation/ Request . ....... .. ... $750
2010 ReqUEST . ... 750
Program I nprovenment s/ OF f Set S . ... i

Proposed Actions

The Departnent proposes $750 thousand in fiscal year 2010 for Administrative Contract expenses including nanagenent processes and systens
necessary to carry out the guaranteed | oan program This funding will continue the transition to contractual services to neet the grow ng
demands pl aced on the program by increased |oan activity. The contractor will be responsible for servicing functions, which includes
capturing pertinent paynment information fromlender data, producing tinely reports, and tracking performance trends. Oher duties wll
include efforts to increase the data el enents collected during the nortgage process. This data will enhance the devel opnent of
performance nmeasures; create risk nodeling for credit reformestimates; and forecast growth, paynment performance, and default risk
projections for the | oan guarantee program
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PUBLI C AND | NDI AN HOUSI NG
| NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
Per f or mance Measurenent Tabl e

Program Nanme: | NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)

Program M ssion: This programis authorized by Section 184 of the Housing and Comunity Devel opnent Act of 1992, Public Law 102-
550, enacted Cctober 28, 1992, as amended. Funding for this program provi des | oan guarantees of up to 100 percent for Native
Anerican fanmlies, Indian tribes, and tribally designated housing entities to purchase, construct, and/or rehabilitate single
fam |y hones on trust or restricted land and in designated Indian areas. It has nade possible the private financing of hone
nortgages by private financial institutions, which wuld otherwi se not have been possible because of the unique |legal status of

I ndi an | ands.

Per f or mance I 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 O fice of Public and Indian Housing Pl H ONAP $247.5 mllion/ $274.7 mllion/ ($280.5 nillion/ |$280.5 mllion/
wi || assist 8,920 fanilies by building, adm ni strative |1500 | oans 1576 | oans 1700 | oans 1700 | oans
acquiring, or rehabilitating data
homeownership units or assisting famlies
in their purchase.

Expl anati on of |ndicators

Indicator: The Ofice of Public and Indian Housing will assist 8,920 fanmilies by building, acquiring, or rehabilitating honeownership
units or assisting famlies in their purchase.

This indicator is part of a cross-departmental goal, (A 1), to pronote affordabl e homeownership opportunities. Increasing homeownership
armong | owincome and mnority households is one of the Department’s nost inmportant initiatives and a nunber of HUD programs hel p i ncrease
the nunber of individuals and fanilies that achieve honeownership. The Ofice of Public and Indian Housing plans to assist 8,920 fanilies
in fiscal year 2010 by building, acquiring, or rehabilitating homeownership units or assisting famlies in their purchase. To achieve
this goal, in fiscal year 2010, the Section 184 programwill assist 1,700 fanilies by building, acquiring, or rehabilitating honeownership
units or assisting famlies in their purchase.

The O fice of Native American Programs (ONAP) tracks the annual nunber of Native Americans honmeownershi p | oans guaranteed under

Section 184. During fiscal year 2008, the program guaranteed $274.7 nillion for 1,576 |oans, exceeding the target of $247.5 mllion by
al most 11 percent. This increase was due to the aggressive marketing and robust programactivity. In addition, the program has
successfully used a team approach to educate tribes and individual Native Arericans about the benefits of homeownership. HUD relies on a
networ k of approved |lenders to finance nortgage transactions through a public/private partnership. HUD underwites nost of the files,
accounting for the consistent performance of the loan portfolio. The target for fiscal years 2009 and 2010 is $280.5 mllion. This
represents 1,700 | oans, with an estinated average | oan anount of $165,000. The progranis long-termgoal is to ensure an adequate supply
of safe, decent, affordable housing by guaranteeing 2,000 | oans annually, by fiscal year 2011. The Ofice of Loan Guarantee continues to
collaborate with the National Council of State Housing Agencies to increase participation of State housing finance agencies (HFA) in the
Section 184 program The enphasis on HFA invol vement will provide | ow cost home financing to Native Anericans while reducing the risks
associated with trust |and transactions for the HFAs.
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PUBLI C AND | NDI AN HOUSI NG
| NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
Justification of Proposed Changes in Appropriations Language

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

For the cost of guaranteed |oans, as authorized by section 184 of the Housing and Conmmunity Devel opnent Act of 1992 (12 U.S.C 1715z-
13a), [$9, 000, 000] $7,000,000, to remain available until expended: Provided, That such costs, including the costs of nodifying such

| oans, shall be as defined in section 502 of the Congressional Budget Act of 1974: Provided further, That these funds are available to
subsi di ze total loan principal, any part of which is to be guaranteed, up to [$420,000,000] $919, 000, 000: Provide further, That up to
$750, 000 shall be for administrative contract expenses including nmanagenent processes and systens necessary to carry out the |oan

guar ant ee program

Expl anati on of Changes

No change in | anguage.
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Budget Activity

Loan Quarantee Credit Subsidy .......
Loan Guarantee Contracts ............

Tot al

PUBLI C AND | NDI AN HOUSI NG
| NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
$7, 450 L e L $5, 2302 $12, 680
7, 450 e e e 5,230 12, 680
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Budget Activity

Loan Quarantee Credit Subsidy .......
Loan Quarantee Contracts ............
Total ....... .. ... . .

PUBLI C AND | NDI AN HOUSI NG
I NDI AN HOUSI NG LOAN GUARANTEE FUND ( SECTI ON 184)
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
Request Request Resci ssi on Repr ogr anm ngs Carryover Resour ces
$8, 250 $8, 250 $5, 240 $13, 490
9, 000 9, 000 5, 240 14, 240
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PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

NATI VE HAWAI | AN HOUSI NG BLOCK Enact ed/ Suppl enent al / Tot al

GRANTS Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................ $9, 000 $8, 994 c $17, 994 $17, 078 $8, 378
2009 Appropriati on/ Request ........ 10, 000 916 .. 10,916 10,916 7,000
2010 Request ............. ... 10, 000 el el 10, 000 10, 000 7,000
Program | nprovenents/ Offsets ...... -916 -916 -916

Summary St at enent

The Departnment requests $10 million for the Native Hawaiian Housing Bl ock G ants (NHHBG account for fiscal year 2010. This request

is sufficient to meet the anticipated performance target. This programprovides grants for housing and housing-related assistance to
its only grant recipient, the Departnment of Hawaiian Home Lands (DHHL). Native Hawaii ans experience the worst housing conditions in

the State of Hawaii and constitute approximtely 30 percent of its honmeless population. Overcrowding in these househol ds exceeds

36 percent, as conpared to 3 percent of househol ds t hroughout the Nation. This program provides grants for housi ng and housi ng-

rel ated assistance to the DHHL to carry out affordable housing activities for Native Hawaiian famlies who are eligible to reside on

the Hawaii an Home Lands. A full-tine Native Hawaiian program specialist is stationed in the Hawaii State Office to assist DHHL.

Through the NHHBG program in fiscal year 2008, the grant recipient assisted 95 honeowners by either building, acquiring, or
substantially rehabilitating their homes. The grant recipient assisted 131 fanmilies through honmebuyer educati on and counseling to
prepare famlies for homeownership and to build capacity for homeownershi p mai nt enance. The grant recipient is devel oping several
mast er - pl anned communi ti es on Hawaiian Hone Land areas throughout the State of Hawaii. These efforts are addressing the high demand
for affordabl e housing in an area with extremely high constructi on costs.

The NHHBG progranmis performance goal projected for fiscal years 2009 and 2010 is that the grant recipient will assist 65 famlies each
year who are eligible to reside on Hawaiian Home Lands, by building, acquiring, or substantially rehabilitating their honmes, the sane
as in fiscal year 2009.

Strategic Goals and Objectives

The Native Hawaiian Housing Block Grant program supports the President’s goal and the Departnment’s CGoal A: |ncrease honeownership
opportunities. In fiscal year 2010, the O fice of Public and Indian Housing (PIH will assist 9,000 fam lies by building, acquiring,
or rehabilitating homeownership units or assisting famlies in their purchase, of which 65 are projected to be fromthis program

L-1



Nati ve Hawaii an Housing Bl ock Grants

PUBLI C AND | NDI AN HOUSI NG

NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
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 Obl i gations Request Into 2009 Resour ces Request
Gants ................ $8, 700 $8, 378 $17, 078 $17, 078 $9, 701 $9, 701 $10, 000
Techni cal Assistance .. 300 616 916 299 $916 1, 215
Total ............... 9, 000 8, 994 17,994 17,078 10, 000 916 10,916 10, 000
2008 2009 2010
FTE Act ual Esti mate Estinate
Headquarters ........ 1 1 1
Field ............... s s s
Total ............. 1 1 1

L-2



Nati ve Hawaii an Housing Bl ock Grants

PUBLI C AND | NDI AN HQOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
Program Of f sets
(Dol l'ars in Thousands)

G ants Anount
2008 ApPPropriati ON ...t e e $8, 700
2009 Appropriati on/ Request . ... ... 9,701
2000 ReqUESt ...t 10, 000
Program I nprovement s/ OF fset s .. ... +299

Proposed Acti ons

The Departnment proposes $10 million for NHHBG in fiscal year 2010 to provide grants for housing and housing-rel ated assistance to
eligible Native Hawaiian famlies through DHHL. The authorizing legislation for this program the Hawaiian Honel ands Homeownership
Act of 2000 (25 U S.C 4221 et seq.), was signed on Decenber 27, 2000. Nunerous studi es have docunmented the housing needs of Native
Hawai i ans who are either eligible to reside on, or now live on, the Hawaiian Home Lands. Native Hawaiians experi ence the worst
housing conditions in the State of Hawaii and constitute approxi mately 30 percent of its honel ess population. HUD issued a 1995
report, which cited evidence that Native Hawaiians have the highest percentage of housing problens (49 percent) in the United States.
Overcrowdi ng in these househol ds exceeds 36 percent, as conpared to 3 percent of househol ds throughout the Nation. This housing bl ock
grant program provi des an al location of funds to assist and pronote affordable housing activities to devel op, naintain and operate

af fordabl e housing for eligible |owincome Native Hawaiian fanilies.

The Ofice of Native Anerican Programs (ONAP), under the jurisdiction of the Assistant Secretary for Public and | ndian Housing, is
tasked with the responsibility to adm nister all prograns for American Indians, Al aska Natives and Native Hawaiians. All current
prograns, including the Native Hawaii an Housing Bl ock Grant program are managed by ONAP.

The NHHBG program provi des annual grants to DHHL for housi ng and housi ng-rel ated assistance, pursuant to an annual housing pl an,
within the area in which DHHL i s authorized to provi de that assistance. DHHL uses performance neasures and benchnar ks that are
consistent with the national goals of the program but it can base these measures on the needs and priorities that it establishes in
its 5- and 1-year housing plans. ONAP staff nonitor the DHHL to ensure conpliance with the objectives of the housing plan.

The NHHBG all ows the DHHL to devel op and support affordabl e rental and homeowner shi p housing and provi de housi ng services through the
following eligible activities, as authorized in Section 810 of the Native American Housing Assi stance and Sel f-Determnati on Act of
1996, as anmended ( NAHASDA):

Devel opment. Grant funds may be used to support acquisition, new construction, reconstruction or noderate or substanti al
rehabilitation of affordable housi ng, which may include real property acquisition, site inprovenent, developnent of utilities and
utility services, conversion, denolition, financing, admnistration and planning, and other housing-related activities.

. From fi scal year 2004 through fiscal year 2007, the NHHBG recipi ent expended approxi mately $22.8 mllion on activities in this
category, or an average of $5.7 mllion each year.

. Over 4 years, this activity averaged 94 percent of total expenditures.
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FY 2004 -2007 NHHBG Expenditures by Activity

Model Activities
0.4%

Housing Services

17% Planning & Admn

3.9%

Development
94.0%




Nati ve Hawaii an Housing Bl ock Grants

In addition, the recipient may expend funds for planning and adm ni stration. Approximately $940,000 in NHHBG funds was expended over
fiscal years, 2004-2007, or an average of $235,000 each year for planning and admnistration. Planning and adm nistrative expenses
aver aged 3.9 percent of total expenditures each year
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PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
Program Of f sets
(Dol lars i n Thousands)

Techni cal Assistance Anount
2008 ApPProPri ati ON ..ot $300
2009 Appropriati on/ Request . ... ... 299
2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . -299

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 performance and test innovative ideas. Up to 1 percent of the funds appropriated for the Native Hawaiian Bl ock G ant program
will be transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and

technol ogy i mprovements. 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. Exanples of projects that
coul d be undertaken with Transformation Initiative funding in respect to the Native Hawaiian Bl ock Grant programinclude: training
and techni cal assistance to support management and oversight of eligible affordable housing activities in the Hawaii an Homel ands and
sub-recipi ents on the nmanagenent and responsibilities of the grant program

In fiscal year 2008, NHHBG training and techni cal assistance funds were used to conduct a series of training sessions for program
participants, including the Departnment of Hawaiian Hone Lands, sub-recipients, potential programbeneficiaries, and nenbers of the
Nati ve Hawaiian community. Training sessions covered topics such as Environnental Review, Labor Standards and Conpliance; Self-

Moni toring; and Mnitoring of Recipients. |In addition, several classes were held in various locations to provide a general overview
of the program— its purpose, eligible activities, programrequirenents, and how entities can apply to becone a grant sub-recipient.
More than 100 peopl e attended these trai ning sessions.
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PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
Per f ormance Measurenent Tabl e

Program Nanme: NATI VE HAWAI | AN HOUSI NG BLOCK GRANT FUND

Program M ssi on: The Hawaii an Hormel ands Homeownership Act of 2000 (25 U. S.C. 4221 et seq.) was signed on Decenber
27, 2000. Numerous studi es have docunented the housing needs of Native Hawaiians who are either eligible to reside
on, or now live on, the Hawaiian Home Lands. Native Hawaiians experience the worst housing conditions in the State
of Hawaii and constitute approxinmately 30 percent of its honeless population. The Departnent issued a 1995 report,
which cited evidence that Native Hawaiians have the hi ghest percentage of housing problens (49 percent) in the
United States. Overcrowding in these househol ds exceeds 36 percent, as conpared to 3 percent of househol ds
t hroughout the nation. This housing block grant program provides an allocation of funds to assist and pronote
af fordabl e housi ng activities to develop, maintain and operate affordable housing for eligible |owincome Native
Hawaiian famlies.

Per f ormance | ndi cators Data Sources Per f or mance Report Per f ormance Pl an

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

The O fice of Public and Indian Housing |PIH ONAP admi nistrative 101 95 65 65
will assist 8,920 fanilies by building, dat a
acquiring, or rehabilitating
honmeownership units or assisting
fam lies in their purchase.

Expl anation of |ndicators

Indicator: The Ofice of Public and Indian Housing will assist 8,920 famlies by building, acquiring, or rehabilitating homeownership
units or assisting famlies in their purchase.

This indicator is part of a cross-departmental goal, (A.1), to pronote affordabl e honeownershi p opportunities. |ncreasing
homeownership among | owincone and mnority households is one of the Department’s nost inportant initiatives and a nunber of HUD
progranms hel p increase the nunber of individuals and famlies that achieve honeownership. The Ofice of Public and Indian Housing
plans to assist 8,920 famlies in fiscal year 2010 by buil ding, acquiring, or rehabilitating honeownership units or assisting famlies
in their purchase. To achieve this goal, the NHHBG programwill assist 65 fanilies by building, acquiring, or rehabilitating
homeownership units or assisting famlies in their purchase in fiscal year 2010.

In October 2007, approximately 200 units started construction or rehabilitation, of which 110 were projected for conpletion in fiscal
year 2008, conpared to 101 in fiscal year 2007. |In fiscal year 2008, the programassisted 95 famlies and fell short of neeting its
intended target of assisting 101 fam lies. Several factors, such as building permt delays, lack of availability of rehabilitation

contractors, necessary extensive homebuyer counseling, and unanticipated environmental review delays contributed to the shortfall.

The Native Hawaiian Housing Block Grant programis nodeled after the Native Anerican Housing Bl ock Grant. This program provi des bl ock

grant funding to the Departnent of Hawaiian Hone Lands to carry out affordable housing activities for Native Hawaiian fam lies who are
eligible to reside on the Hawaiian Hone Lands.

L-7



Nati ve Hawaii an Housing Bl ock Grants

The NHHBG program has one grantee, the Departnment of Hawaiian Honme Lands (DHHL), which provi des services to eligible Native Hawaiian
famlies. The NHHBG programis a relatively new program the initial grant agreenent between HUD and the grant recipient was executed
in August 2002. Most of the progranmatic activity by the grant recipient consists of infrastructure and site devel opnent, which is
essential to support and facilitate future home construction. Activities also include housing construction and rehabilitation, and
other housing-related activities. Rehabilitation activities began to show progress in fiscal year 2006. DHHL has the discretion,
within the statutory confines of the program to decide what types of housing assistance to provide with program funds. The revised
targets for fiscal years 2009 and 2010 are realistic and attainable, and upon achievenment, will indicate a thriving programand steady
progress toward long-termgoals. Mre experience with the program should result in nore refined production forecasts. As the program
matures, it is anticipated that the programactivity will increase.
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PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
Justification of Proposed Changes in Appropriations 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 the Native Hawaiian Housing Bl ock Grant program as authorized under title VIII of the Native Anerican Housing Assi stance and
Sel f -Determination Act of 1996 (25 U. S.C. 4111 et seq.), $10, 000,000 to be avail abl e until expended, [of which $299, 000 shall be for
training and techni cal assistance activities including up to $100,000 for related travel].

Expl anati on of Changes

No t echnical assistance is requested. That funding will be provided under the Transfornation Initiative discussed in a separate
justification.
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Budget Activity

Tot al

PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
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
$8, 700 $8, 378 $17, 078
300 s s s 616 916
9, 000 C 8, 994 17,994
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Budget Activity

Tot al

PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN HOUSI NG BLOCK GRANTS
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
$9, 701 $9, 701 .. $9, 701
299 299 s S $916 1,215
10, 000 10, 000 C C 916 10,916



PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)
2010 Summary Statenment and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al
NATI VE HAWAI | AN LOAN GUARANTEE Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................ $1, 044 $5,579 -$2, 952 $3,671 $105 $101
2009 Appropriation/ Request ........ 1,044 3,566 S 4,610 679 688
2010 Request ............. ... 1, 044 3,931 s 4,975 679 688
Program | nprovenent s/ Offsets ...... .. +365 .. +365
Summary St at enent
The Department is requesting $1.04 million for Native Hawaiian Loan Guarantee Fund (Section 184A) to support |oan guarantee authority
of $41.5 million based on a subsidy rate of 2.52 percent; the same anpunt as fiscal year 2009 enacted. The Section 184A program has
experienced a slow start-up during its early years of inplenmentation. There is still a continued need for housing assistance on
Hawai i an Home Lands. As of Septenber 30, 2008, 17 | oans have been guaranteed for hones on Hawaiian Hone Lands, with HUD guar ant eei ng
approxi mately $4.3 mllion in financing. |In fiscal year 2008, outreach was done to educate and encourage | enders to participate in

the program As a result, two nortgage | enders requested and were approved to partici pate.
Wth the current baseline funding the Section 184a Loan Guarantee Program has guaranteed 28 | oans fromfiscal year 2005 through
Sept enber 2008. During that tine, $5.84 nillion was issued in | oan guarantee authority. Due to the expanded narketing and outreach

efforts, training has been provided to potential |enders and borrowers. For fiscal year 2010, the program plans to guarantee
100 loans by issuing $19 nmillion of Section 184A |oan guarantee authority.

Initiatives
No new initiatives are proposed in this program

Strategi c Goals and Objectives

The Native Hawaiian Loan Guarantee Fund supports the President’'s goal and the Departnent’s Goal A | ncrease honeownership
opportunities. In fiscal year 2010, the O fice of Public and Indian Housing will assist 9,000 fam lies by building, acquiring, or
rehabilitating homeownership units or assisting famlies in their purchase, of which 100 will be fromthis program
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PUBLI C AND | NDI AN HOUSI NG

NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)

ol i gations

Summary of Resources by Program
(Dol lars i n Thousands)

2007
2008 Budget Carryover
Budget Activity Aut hority Into 2008
Loan Guarantee Credit
Subsidy .............. -$1, 908 $5, 579
Total ............... -1,908 5,579
2008 2009 2010
FTE Act ual Estimte Estinmate
Headquarters ........ 1 1
Field ............... s s ..
Total ............. 1 1 1

M 2

2009 Budget 2008
Aut hori ty/ Carryover 2009 Tot al 2010
Request Into 2009 Resour ces Request
$1, 044 $3, 566 $4, 610 $1, 044
1, 044 3,566 4,610 1, 044
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PUBLI C AND | NDI AN HQOUSI NG
NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)
Program Of f set s
(Dol l'ars in Thousands)

Loan Guarantee Credit Subsidy Anount
2008 ApPProPri ati ON ..ot e -$1, 908
2009 Appropriati on/ Request . ... ... 1,044
2010 ReqUEST ... 1,044
Program I nprovement s/ OFfSets .. ... .
Act ual Esti mat e
2008 2009
(Dol lars i n Thousands)
Nati ve Hawaii an Loan Guarantee - Summary of Loan Activity
Number of Loans Endorsed ..............c.ouiiiineaieana .. 17 100
Aver age Loan Size of Endorsed LOANS . .........coouuuiiuuniuneii... 245 $190
Nunmber of Loans in Delinquent Status at End of Fiscal Year ....... 0 0
Nunber of Loans that Defaulted in Fiscal Year .................... 0 0
Total Nunber of Loans in Default ...............ciuuiuuieninnnn.. 0 0
Loan Guarantee Commitment Limitation ..................c..cououn... $4,328 a $41, 504
SUBST AY RALE oottt et e 2.42 2.52

a/ This is the anopunt of guaranteed |loan commtments made; the fiscal year 2008 |oan guarantee comm tnment

$41.5 million.

Proposed Acti ons

The Department proposes $1.04 nmillion for | oan guarantees for Native Hawaiian housing to support |oan guarantee authority of
The | oan guarantee program known as Section 184A, was establi shed by
Section 514 of the Anerican Homeowner shi p and Econom c Qpportunity Act of 2000 (P.L. 106-569, approved Decenber 27, 2000),

Funding for this program provides |oan guar ant ees
for Native Hawaiian individuals and famlies, the Departnent of Hawaiian Home Lands (DHHL), the O fice of Hawaiian Affairs,
private, non-profit organizations experienced in the planning and devel opment of affordable housing for

$41.5 million based on subsidy rate of 2.52 percent.

anended the Housing and Community Devel opment Act of 1992 (12 U S.C. 1715z-13b).

may be used to purchase, construct, and/or rehabilitate single fam |y homes on Hawaiian Home Lands.
financi ng of honme nortgages by private financial

status of Hawaii an Honme Lands.
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Esti mat e
2010

100
$190

0

0

0

$41, 504
2.52

Nat i ve Hawai i ans.
makes possible the private
institutions, which woul d otherwi se not be feasible because of the uni que |egal

limtationis



Nati ve Hawaii an Loan Guar ant ee Fund (Section 184A)

Lenders are hesitant to provide home nortgage financing when legal title to the real property cannot be used as collateral. This
program provi des access to sources of private financing for eligible Native Hawaiian fanmlies who wish to resi de on Hawaii an Hone
Lands and who could not otherw se acquire private financing. Through this program private financing will be used to cover

construction or acquisition costs while federal dollars are used only to guarantee paynent in the event of a default.

The final regulations inplementing the Native Hawaii an Loan Guar ant ee program becane effective on Decenber 29, 2003. The initial
focus of the program had been on institutional transactions, with the DHHL serving as the borrower. |In fiscal year 2006, HUD entered
into an agreenent with the DHHL to expand the programto include individual Native Hawaiians. Additional marketing and outreach to
Nati ve Hawaii ans who are eligible to reside in the Hawaiian Home Lands wi |l be required, and is underway, to make the program nore
effective. The Ofice of Native Anmerican Prograns has been working with the DHHL and lenders to increase programactivity. In fiscal
year 2008, DHHL suffered an unexpected setback when one of its contractors went bankrupt. This resulted in delays that reduced the
nunber of new homes nade avail able for delivery in fiscal year 2008. As of July 2008, the projects are back on track, and HUD is

proj ecting increased | oan activity in future years.

DHHL is progressing with its 5-year strategic plan (2004-2008) to shift fromsmall pocket devel opments to master-planned community
devel opnents. This plan lays the foundation to provide housi ng opportunities to Hawaiian Honme Lands beneficiaries where in the |ong
run approximately 4,800 individual lots will be | eased as inproved lots, either for the | essee to construct a home, conplete with a
turnkey hone, or arrange for the construction of a self-help home. As of DHHL's 2008 fiscal year end, 18 new housing devel opnents are
at various stages of developnment fromdesign to infrastructure construction to home construction, representing over 4,700 lots.

Appr oxi mat el y 360 hones have been conpl eted, 250 are under construction, and another 400 units are anticipated to start house
construction in the next year. |n each instance, the |lessee will seek financing to construct or purchase the home. The Section 184A
Loan Guarantee Programwi || provide a perfect conplenent to the limted anmbunt of financing options available for properties on

Hawai i an Home Lands.
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Nati ve Hawaii an Loan Guar ant ee Fund (Section 184A)

PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)
Per f ormance Measurenent Tabl e

Program Name: NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)

Program M ssi on: The | oan guarantee program known as Secti on 184A was est ablished by Section 514 of the American
Honeowner shi p and Econom ¢ Opportunity Act of 2000 (P.L. 106-569, approved Decenber 27, 2000), which anended t he Housing and
Comuni ty Devel opment Act of 1992 (12 U.S.C. 1715z-13b). Funding for this program provides |oan guarantees for Native
Hawaiian individuals and famlies, the Department of Hawaiian Home Lands (DHHL), the Office of Hawaiian Affairs, and private
nonprofit organi zations experienced in the planning and devel opnent of affordabl e housing for Native Hawaii ans. The |oans
may be used to purchase, construct, and/or rehabilitate single fanm |y hones on Hawaiian Home Lands. |t nekes possible the
private financing of home nortgages by private financial institutions, which would otherwi se not be possibl e because of the
uni que | egal status of Hawaiian Hone Lands.

Perf ormance | ndi cators Data Sources Per f ormance Report Per f ormance Pl an
2008 Pl an 2008 2009 Pl an 2010 Pl an
Act ual
The O fice of Public and |Indian Housi ng PIH Ofice O Native 50 | oans 17 | oans 17 | oans 20 | oans
will assist 8,920 families by buil ding, Areri can Prograns
acquiring, or rehabilitating Adm ni strative Data
homeownership units or assisting
fam lies in their purchase.

EXPLANATI ON OF PERFORMANCE

Indicator: The Ofice of Public and Indian Housing will assist 8,920 famlies by building, acquiring, or rehabilitating homeownership
units or assisting famlies in their purchase.

This indicator is part of a cross-departnmental goal, (A. 1), to pronote affordabl e honeownership opportunities. |ncreasing
homeownership among | owincone and mnority households is one of the Department’s nost inportant initiatives and a nunber of HUD
progranms hel p increase the nunber of individuals and famlies that achieve honeownership. The Ofice of Public and Indian Housing
plans to assist 8,920 famlies in fiscal year 2010 by buil ding, acquiring, or rehabilitating honeownership units or assisting famlies
in their purchase. To achieve this goal, the Section 184A program plans to assist 20 famlies by building, acquiring, or
rehabilitating homeownership units or assisting fanmilies in their purchase in fiscal year 2010 and projecting increased nunbers over
tine.

The Section 184A programwas in a devel opment phase in fiscal year 2007. The program did not guarantee any loans in fiscal year 2007;
however, several necessary steps were taken to inplenment the programfor the desired outcone: program guidelines for loans to

i ndi vidual native Hawaiians were devel oped; |ender approval and quality control nechanisns were established; and underwiting and
lending criteria that met the requirenents of the Hawaiian Home Conmm ssion Act and Homestead policies were finalized in August 2007.
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Nati ve Hawaii an Loan Guar ant ee Fund (Section 184A)

For fiscal year 2008, the Departnent’s goal to assist 50 fam lies was not net; however, the Departnment nade strides to guarantee

17 loans. The targets for fiscal years 2008 and 2009 were revised to reflect a realistic expectation for starting up this new
initiative. HUD invested a great deal of tine and energy on education and outreach to support initiatives by |enders and the DHHL.

As a result of the homeownership and credit counseling prograns sponsored by the DHHL, the Section 184A programwill benefit froma

| arger pool of qualified borrowers. HUD experienced simlar conditions during the early days of the Section 184 program (Section 184
is the simlar |oan guarantee program for Anerican |Indians and Alaska Natives). HUD anticipates the growh rate of the Section 184A
programto begin mrroring the perfornmance of the Section 184 program Mre experience with the program should result in nore refined
production forecasts. As the programnmatures, it is anticipated that the programactivity will increase.
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Nati ve Hawaii an Loan Guar ant ee Fund (Section 184A)

PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)
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
Loan Quarantee Credit Subsidy ....... $1, 044 -$2, 952 Ce C $5, 579 $3,671
Total ... .. 1, 044 -2,952 C C 5,579 3,671
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Nati ve Hawaii an Loan Guar ant ee Fund (Section 184A)

Budget Activity

Loan Guarantee Credit Subsidy .......

Tot al

PUBLI C AND | NDI AN HOUSI NG
NATI VE HAWAI | AN LOAN GUARANTEE FUND ( SECTI ON 184A)
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
s $1, 044 $3, 566 $4, 610
1, 044 . . 3,566 4,610
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PUBLI C AND | NDI AN HOUSI NG
REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE WI)
2010 Summary Statenment and Initiatives
(Dol lars in Thousands)

REVI TALI ZATI ON OF SEVERELY Enact ed/ Suppl enent al / Tot al

DI STRESSED PUBLI C HOUSI NG Request Carryover Resci ssi on Resour ces bl i gations Qut | ays
2008 Appropriation ................ $100, 000 $98, 991 - $649 $198, 342 $197, 173 $526, 200
2009 Appropriation/ Request ........ 120, 000 1,169 . 121, 169 121, 169 428, 645
2010 Request ... e e e e e 278, 000
Program | nprovenents/ Of fsets ...... -120, 000 -1,169 . -121, 169 -121, 169 -150, 645

Summary St at enent

No additional funds are requested for the Revitalization of Severely Distressed Public Housing (HOPE VI) programin fiscal year 2010.
I nstead, the Departnent proposes to build on the success of the HOPE VI program and inplenent its Choice Neighborhoods Initiative.
This initiative would support a range of interventions in neighborhoods of extrene poverty; particularly those nei ghborhoods
characterized by a substantial presence of HUD public and assisted housing. The initiative would challenge public, private and
nonprofit partners to identify the intervention (public or assisted housing transformati on, bul k purchase and renovation of vacant
privately owned stock, provision of vouchers, support for neighborhood retail and busi ness expansion) that woul d have the |argest
return on Federal investnent in what are essentially Federal enclaves of concentrated poverty. The initiative would build on the
successes and | essons |learned in the HOPE VI, Honmeownershi p Zone and Enpowernment Zone prograns, conbined with such private sector
nodel s as the Harlem Children’ s Zone.

In 2009, the Departnent will conduct a conpetition to award 2009 funds to New HOPE VI grants. The Departnent will revanp the NOFA
process to transition to the Choice Neighborhoods Initiative. Rating factors will be revised to enphasize: the |location of projects

i n nei ghborhoods of opportunity, the creation of mixed-income conmunities, the creation of partnerships with educational institutions,
particularly those that deal with early childhood education and green building techniques. The funds appropriated in fiscal year 2009
have the traditional 2-year obligation timeframe. The fiscal year 2008 appropriation was “1-year” noney with a Departmental obligation
deadl i ne of Septenber 30, 2008. This reduced the Departnment’s tinmeframe for executing funds and assisting PHAs with their
Revitalization Plans. Nonethel ess, shortly after receiving the fiscal year 2008 appropriation, the Departnent issued the fiscal year
2008 NOFA for Revitalization and Main Street grants and awarded these funds by Septenber 30, 2008.

The fiscal year 2002 HOPE VI appropriation was the first year inpacted by expenditure deadline requirements. As a result, fiscal year
2002 funds were required to be expended by Septenber 30, 2008. The Department worked closely with all fiscal year 2002 HOPE VI
grantees to neet the expenditure deadline. O the $494 mllion awarded as HOPE VI Revitalization grants |less than one percent was
cancel l ed by the Treasury. The Department awarded expediter contracts and provided technical assistance to HOPE VI grantees that were
facing significant challenges in inplenenting their Revitalization Plans. |In addition, the Departnent reinstated and enhanced the
HOPE VI Quarterly Progress Reporting system re-enabling the Departnment to provide detailed status reports for each of the HOPE VI

gr ant ees.

The Omi bus Appropriations Act, 2009 reauthorized the HOPE VI programthrough the end of fiscal year 2009. The Departnent requests re-
aut hori zation of the programthrough fiscal year 2010. |In addition, the Joint Explanatory Statenment acconpanying the bill directs the
Departnent to use a substantial portion of the technical assistance funding provided to concentrate on the 2003 grantees with the goal
of conpleting these projects and reduci ng the backl og of unspent funds.

Initiatives

No new initiatives are requested for this programin fiscal year 2010.
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Revitalization of Severely Distressed Public Housing

Budget Activity

Revitalization Gants .
Techni cal
Tot al

Assi st ance ..

FTE

Headquarters ........
Field

PUBLI C AND | NDI AN HOUSI NG

REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE V1)
Sumrary of Resources by Program

(Dol I'ars in Thousands)

2007 2009 Budget
2008 Budget Car ryover 2008 Tot al 2008 Aut hori ty/
Aut hority Into 2008 Resour ces ol i gati ons Request
$97, 106 $96, 346 $193, 452 $193, 034 $117, 600
2,245 2, 645 4, 890 4,139 2,400
99, 351 98, 991 198, 342 197,173 120, 000
2008 2009 2010
Act ual Estimate Estimate
46 43 21
35 37 20
81 80 41

N-2

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$418 $118, 018
751 3,151
1, 169 121, 169



Revitalization of Severely Distressed Public Housing

PUBLI C AND | NDI AN HOUSI NG
REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE V1)
Program Off set s
(Dol I'ars in Thousands)

Revitalization Grants Armount
2008 Appropriati ON . ... .. $97, 106
2009 Appropriati on/ Request . ....... ... 117, 600
2010 ReqUEST .. ... e
Program I nprovenent s/ OF fSet s ... .. -117, 600

Proposed Actions

No budget authority is requested for the HOPE VI programfor fiscal year 2010. The fiscal year 2010 goals for this programare to be
acconplished with previously awarded grants that are in the inplenmentati on stage. Though the Department is not requesting additional
funds for this program it is focused on continuing the progress of current projects and maxim zing the effective use of program
resources. For exanple, fiscal year 2003 funding has a PHA expenditure deadline of Septenmber 30, 2009. Thus, the Departnment will work
closely with affected grantees to ensure they neet the expenditure deadline. The Department will also continue to provide technical
assi stance to grantees facing significant obstacles in inplementing their Revitalization Plan.

As a result of this programand other initiatives, the Departnent’s goals for denolition of the worst public housing have been net. As
of Decenber 31, 2008, the bal ance of unexpended HOPE VI grant funds was approximately $825 mllion; 100 projects had conpleted all
construction under the HOPE VI Revitalization Plan; and 149 projects are still in progress. In addition, HOPE VI grantees had rel ocated
72,346 househol ds; denolished 91,910 public housing units; conpleted 75,363 units and occupied 72,874 units as of Decenber 31, 2008.

The followi ng chart provides information on the average anmount of grants awarded to PHAs from fiscal years 2004 to 2008.

Average HOPE VI Grants Awarded
No. of

Fi scal Year G ants | Amount

FY 2004 7 $126, 884, 932
FY 2005 8 $156, 895, 528
FY 2006 4 $71, 900, 000
FY 2007 5 $88, 855, 000
FY 2008 6 $97, 246, 691
Total awarded | 30 $541, 782, 151
Aver age award $18, 059, 405

** This chart excludes Main Street Grant awards.
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Revitalization of Severely Distressed Public Housing

PUBLI C AND | NDI AN HOUSI NG
REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE V1)
Program Off set s
(Dol I'ars in Thousands)

Techni cal Assi stance Armount
2008 Appropriati ON .. ... $2, 245
2009 Appropriati on/ Request . ....... ... 2,400
2010 ReqUEST ... e
Program I nprovenent s/ OF fSet s ... .. -2,400

Proposed Actions

No budget authority is requested for the HOPE VI programfor fiscal year 2010. |Instead, HOPE VI programgoals will be acconplished
through the utilization of the Departnent’s Sal aries and Expenses account and Capital Fund technical assistance funds. Technical
assi stance activities include the acquisition of contract

expertise, training, oversight, nmonitoring, and travel. The

followi ng chart sumari zes techni cal assistance uses for the past Allocation of FY 08 HOPE VI Technical Assistance
4 years.

HOPE VI technical activities have included Data Col |l ection and

Quarterly Reporting; Troubled G antees and Program Support CSs Travel & Training
(Expediters); funds for Community and Supportive Services (CSS) 1% 2%

activities; and Green Building and Energy Efficient Devel oprment.
Data Col l ection and Quarterly Reporting assistance is used to
create and maintain a reporting process whereby HOPE VI grantees
can submt performance data on a quarterly basis for review and
anal ysis by HUD staff of possible troubled grantees. Identifying
troubl ed grantees and providing program support aids in bringing
grantees into full conpliance with their grant agreenments and
coul d al so include assistance in accounting and financi al
nmanagenent; constructi on managenent; reporting; procurenent; and
informati on systens. Funds have been used for CSS activities
such as CSS Pl an devel opnent and inpl ementation, sustainability ;
conferences, and CSS budgeting and accounting. G een Buil ding \Data;ﬂecmr
and Energy Efficient Devel opnent assistance consists of the
devel opment of a Green Buil di ng Gui debook; training sessions;
data collection and reporting; and assistance to enable HOPE VI

Green Build
10%

grantees to inplement the principles of green building and energy
ef ficient devel opnent.

The Joint Expl anatory Statenent acconpanying the Omibus Appropriations Act, 2009 directs the Departnent to use a substantial portion
of the technical assistance funding provided to concentrate on the 2003 grantees. |In fiscal year 2009, the Department will utilize
expediters to hel p concentrate on pre-2002 grantees, paying special attention to 2003 grantees, with the goal of conpleting these
projects and reduci ng the backl og of unspent funds in fiscal year 2009.
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Revitalization of Severely Distressed Public Housing

PUBLI C AND | NDI AN HOUSI NG
Revitalization of Severely Distressed Public Housing (HOPE VI)
Per f ormance Measurenent Tabl e

Program Nane:

REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE VI)

Program M ssi on:

accordance with comrunity-sensitive principles.

El i m nate the worst public housing by denolishing unsustainabl e devel opnents and rebuil ding communities in

Per f ormance I ndicators

Dat a Sour ces

Per f or mance Report

Per f ormance Pl an

2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an
The O fice of Public and Indian Housing HOPE VI Quarterly 1, 600 of 8,000 (2,234 of 720 720
wi || assist 8,920 families by building, Progress Reporting total Public 9,314 total
acquiring, or rehabilitating homeownership |[System and | ndi an Public and
units or assisting famlies in their Housi ng units I ndi an
purchase with 720 units projected fromthe Housing units
HOPE VI program
The HOPE VI Revitalization Devel opnent HOPE VI Quarterly 4, 000 4, 374 2,500 units 680 units
program for public housing denolishes 680 Progress Reporting denol i shed; denol i shed; denol i shed; denol i shed;
units and conpletes 8,000 units in fiscal System fiscal 9, 000 new & 9, 978 new & 6, 000 new & 8, 000 new &
year 2010. year 2005 rehabilitated rehabilitated |rehabilitated rehabilitated
Perf ormance & units units units units.
Accountability
Report; fiscal
year 2007 Annual
Per f or mance Pl an
Ensure that unit production is conpleted HOPE VI Reporting 89 grants 92 grants 103 grants 117 grants conpl eted
for 117 HOPE VI grants awarded from fi scal conpl et ed conpl et ed conpl et ed
lyears 1993 through 2004.
The Department will approve and facilitate |HOPE VI Reporting [$700 mITion I$1.453 billion [$635 m I 1ion 1$635 m I Tion

$635 mllion of activity using alternative
fi nanci ng methods (i.e., the HOPE VI
program and bonds through the Capital
Fi nanci ng Progran.

Fund

Expl anati on of Indicators

I ndi cat or:

This indicator is part of a cross-departmental
homeowner shi p among | owi ncome and minority households is one of the Departnent’s nost
individuals and fanm lies that achi eve honmeownershi p.
year 2010 by buil di ng,

prograns hel p i ncrease the nunber of
plans to assist 8,920 famlies in fiscal
famlies in their purchase.
year 2010.

The O fice of Public and Indian Housing wll
units or assisting famlies in their purchase with 720 units projected fromthe HOPE VI

To achi eve this goal,

goal, (A 1),

the HOPE VI

assist 8,920 fam lies by building,

acqui ring,
programwi | |

program
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acquiring,

i mport ant
The O fice of Public and Indian Housing

or rehabilitating homeownership units or assisting their
assi st by creating 720 new hormeownership units in fiscal

to pronote affordabl e honeownershi p opportunities.

or rehabilitating homeownership

I ncreasi ng

initiatives and a nunber of HUD




Revitalization of Severely Distressed Public Housing

Indicator: The HOPE VI Revitalization Devel opnent program for public housing denolishes 680 units and conpletes 8,000 units in fiscal
year 2010.

HOPE VI is HUD s primary programfor elimnating distressed public housing by denolishing unsustainabl e devel opnents and rebuilding in
accordance with community-sensitive principles. However, because of the extensive planning and partnering involved, PHAs have been
slower in inmplenenting HOPE VI revitalization plans than was anticipated. The Departnent established this annual indicator to track
the nunber of HOPE VI revitalization plans that are being inplenented in terns of two key outputs: wunits denolished and new and
rehabilitated units conpleted. These targets are based on HOPE VI plans subnmitted by PHAs.

Indicator: The Department will approve and facilitate $635 nmillion of activity using alternative financing nethods (i.e., the HOPE VI
program and bonds through the Capital Fund Financing Progran.

This indicator tracks the total amount of |everaging of HUD provi ded funds through various alternative financing vehicles. As wth
fiscal year 2009, the Departrment will approve and facilitate $635 nmillion of activity using alternative financing nethods. HOPE VI is
HUD s prinary programfor elimnating distressed public housing by denolishing unsustai nabl e devel opnents and rebuil ding in accordance
with comunity-sensitive principles. The m xed-financing approach to replacenent public housi ng devel opnent is the single nost

i mportant devel opnent tool currently available to PHAs inplenmenting HOPE VI revitalization projects. |t enphasizes the formation of
public and private partnerships to ensure |long-termsustainability of public housing devel opnments and the | everagi ng of public and
private resources to transformthe isolated communities in which nmany public housing residents live into vibrant and sustai nabl e m xed-
incone comunities with a wide range of fanmily incones.

Indicator: Ensure that unit production is conpleted for 117 HOPE VI grants awarded from fiscal years 1993 through 2004.

Through its Strategic Plan, the Department continues to enphasize the inportance of timeliness and accountability in its prograns,
including HOPE VI. The nore quickly projects are conpleted the nmore qui ckly homeownership and affordabl e housi ng opportunities will
becone avail able. However, because of the extensive planning and partnering involved, as well as extenuating circunstances, grantees
have been inplementing their HOPE VI redevel opment plans nore slowy than was anticipated. Nevertheless, HUD has worked diligently
with grantees to shorten the tine they need to finish projects, and to increase the total nunber of projects conpleted, as neasured by
conpl etion of all units (whether public housing, tax credit, market-rate, or honeownership) proposed in the revitalization plan.

O the 225 total HOPE VI grants awarded between fiscal years 1993 and 2004, 117 grants will have conpleted all unit production by the
end of fiscal year 2010. These goals are based on HOPE VI plans submtted by grantees.
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Revitalization of Severely Distressed Public Housing

PUBLI C AND | NDI AN HOUSI NG
REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE V1)
Justification of Proposed Changes in Appropriations Language

The 2010 President's budget does not request additional funds. Therefore, no | anguage is proposed.
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Revitalization of Severely Distressed Public Housing

PUBLI C AND | NDI AN HOUSI NG
REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE V1)
Crosswal k of 2008 Availability
(Dol I'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Revitalization Gants ............... $97, 600 -$494 - - $96, 346 $193, 452
Technical Assistance ................ 2,400 - 155 L. L. 2, 645 4,890
Total ......... ... . .. . .. 100, 000 -649 A A 98, 991 198, 342
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Revitalization of Severely Distressed Public Housing

PUBLI C AND | NDI AN HOUSI NG
REVI TALI ZATI ON OF SEVERELY DI STRESSED PUBLI C HOUSI NG ( HOPE V1)
Crosswal k of 2009 Changes
(Dol I'ars in Thousands)

2009 Congr essi onal
President’s Appropriations 2009
o Budget Action on 2009 Suppl enental / ] Total 2009
Budget Activity Request Request Resci ssi on Repr ogr ammi ngs Carryover Resour ces
Revitalization Grants ............... . $117, 600 . . $418 $118, 018
Technical Assistance ................ L. 2,400 L. L. 751 3,151
Total ... ... .. .. s 120, 000 s L 1, 169 121, 169
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PUBLI C AND | NDI AN HOUSI NG
CHO CE NEI GHBORHOODS
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

Enact ed/ Suppl enent al / Tot al
CHO CE NEI GHBORHOCODS Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................
2009 Appropriati on/ Request ........
2010 Request ............. ... $250, 000 e e $250, 000 $250, 000 $7, 000
Program | nprovenents/ Offsets ...... +250, 000 S S +250, 000 +250, 000 +7, 000
Summary St at enent
The Departnment requests $250 million for a new Choice Nei ghborhoods Initiative. This initiative will fund conpetitive grants to

transform nei ghborhoods of extrenme poverty into functioning, sustainable nixed-income nei ghborhoods with well-functioning services,
school s, public assets, transportation and access to jobs. Choi ce Nei ghborhoods builds on the successes and | essons |earned in the
HOPE VI program Grantees will include |local governnments, nonprofits and for-profit devel opers as well as public housing authorities
(PHAs). Grants will primarily fund the transformati on, rehabilitation and replacement of HUD public and assisted housi ng that cannot
be funded through current annual formula or contract payments. The programwi |l al so support affordable housi ng and community

devel oprment activities in surrounding comrunities and i nprove the lives of area residents by creating job opportunities, inproving
school s and providing work and rent incentives that pronote fam |y sel f-sufficiency.

The Departnent requests that this funding be drawn froma new account. The request, a net increase of $130 million over the HOPE VI
baseline, is an appropriate size for the launch of this program The average grant size will be in the range of $25-$35 mllion,
which i s necessary to fund a reasonabl e pool of neighborhoods (e.g., 7-10) and nmeke a transformati onal inpact on the ground. Up to
ten percent of the appropriation will be used for Planning Grants, which will assist |ocal partnerships to devel op strong proposals
for future fiscal year grant conpetitions.

The Departnment will work with all appropriate Commttees, including the Appropriations Conmittees, the House Committee on Financial
Services, the Senate Conmittee on Banking, Housing and Urban Affairs and their respective subcommttees to achieve enactnment of this
new program

Background and Program Objectives

The spatial concentration of poverty remains a serious and often unrecogni zed chall enge to the ability of poor famlies and children
to access opportunity and nove up the economc |adder. Were a poor famly lives dramatically affects their |ife opportunities. For
exanpl e, concentrated poverty exacerbates the housing-jobs inbal ance t hrough whi ch residents of poor nei ghborhoods are isolated from
opportunities for enpl oynent and advancenent because of di stance or poor access to transportation.

The 2000 census (the | ast accurate accounting for neighborhood-based poverty) showed that sonme 7.9 mllion poor people live in
“extreme poverty” census tracts, where the poverty rate exceeded 40 percent. Neighborhoods of extreme poverty differ dramatically
across nmultiple factors, including the economc health and vitality of the broader netropolitan econony; the proxinmty of the
comrunity to areas of enploynment (e.g., downtowns) or transportation infrastructure; and the scale and conditi on of subsidized
housi ng.
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The goal of the Choice Neighborhoods initiative is to denpnstrate that concentrated and coordi nated nei ghborhood investments from
mul tiple funding sources can transforma di stressed nei ghborhood and the quality of |life of current and future residents. The

HOPE VI, Homeownership Zone, and Enpower ment Zone prograns, along with the Harlem Children's Zone, tell us that coordinated areaw de
enpl oynent of Federal resources with local planning and decision making can transform and inprove entire nei ghbor hoods and

comuni ties. Choice Nei ghborhoods builds on the successes of these progranms. It will preserve affordable housing and create safe
streets, high quality schools and other amenities expected from nei ghborhoods of choice

El i gi bl e Nei ghborhoods, Grantees, and Activities

Choi ce Nei ghborhoods will support a range of transformative interventions in nei ghborhoods of concentrated poverty. It will be
targeted to nei ghborhoods with: 1) concentrations of poverty; 2) concentrations of public or assisted housing; and 3) potential for
long-term sustai nability once key problens are addressed

The pool of eligible neighborhoods wi Il include nei ghborhoods of extreme poverty using 2000 census data. Applicants will also be
required to provide nore current data show ng that they have targeted a neighborhood that really needs and can benefit fromthis kind
of intervention. Exanples include evidence of property distress, concentration of Tenporary Assistance for Needy Fanilies (TANF)

reci pients, percentage of children eligible for free and reduced cost lunch and crime rates. Applicants will also be required to
denonstrate that the nei ghborhoods have the potential for long-term sustainability. Exanples include proxinmty to econom cally strong
nei ghborhoods, proximty to anmenities such as grocery stores and parks, and accessibility to job opportunities for residents

In general, grant applicants will include | ocal governnents, PHAs with | ocal governnment support, designated non-profit Conmunity
Devel opnent Corporations (CDCs) or for-profit devel opers. These applicants will work with key participants, including assisted
proj ect owners, developers, and |ocal agencies or non-profits adnministering grant conmponents, services or other key prograns.
Applicants will be required to identify local strengths and chal | enges, propose sol uti ons and establish strong collaborative
part nershi ps to address affordabl e housi ng, enploynent, education, safety, transportation and other key areas

Gant funds will prinmarily fund the transformation of public and assisted housing devel opnents through preservation, rehabilitation
and nmanagenent i nprovenents as well as denolition and new construction in cases where the housing is severely distressed. In addition
to i nmprovenents to the public and assisted rental stock, these funds can be used (and combined with other program fundi ng) for
improvenents to the surrounding comunity, including the single-famly housing stock (with i nproved disposition of FHA-forecl osed
properties), privately owned rental stock, public services, facilities and assets.

Education in particular will be a key focus of the program with |local comunities required to include an educati on component that
coul d i nclude the provision of early childhood initiatives, health education, resources for parents, school inprovements and other
education-rel ated services. Local reformained at produci ng good quality, full service comunity schools would provide a particularly
significant opportunity to capitalize on additional nei ghborhood investnments, and woul d be at the center of the devel opment nodel .
Wher e possible, the programw ||l be coordinated with the Departnment of Education’s Prom se Nei ghborhoods proposal, a programthat will
i mpl ement innovative strategies to inprove academ c achi evenent and |ife outcones in high-poverty areas

Eligible activities will also include:

. Supportive services for residents, primarily focused on case managenent, service coordination and techni cal assistance to
access prograns fromother key agenci es and | ocal service providers, with two goals in mnd: 1) noving affected residents
along the spectrum of self-sufficiency; and 2) creating a conmunity with accessi ble supports for building nore stable fam lies

e Targeted use of rent incentives for public and assisted housing residents and ot her self-sufficiency and asset-building
activities based on the experience of the successful Jobs Plus Denonstration

. Rel ocati on assistance costs, including nobility/relocation counseling over multiple years, reasonable noving costs, and
security deposits. Previous efforts have shown that fanilies relocating fromhi gh poverty nei ghborhoods need wel | -desi gned
relocation plans with nobility counseling and rel ocation costs to maximze their relocati on opportunities
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e Acquisition and rehabilitation of forecl osed properties (including FHA single famly or nmultifamly disposition) as affordabl e
housing, including activities coordinated with FHA Asset Control Area disposition activities and the Nei ghborhood Stabilization
Program

. Rehabilitation of privately owned | ow-incone rental housing;

. Associated critical comunity inprovenments including construction or rehabilitation of parks and comunity gardens,
envi ronnmental inprovements or site renediation at affected sites, start-up costs of comrunity credit unions, and other
comruni ty resources;

. Endownents or revol ving | oan funds for operating reserves, ongoi ng capital needs and resident services;

. Land assenbly, | and banki ng and ot her area renewal activities;

Leveragi ng and Coordinati on

The programwill require matching funds fromstate, local or private sources. It will also leverage funds fromother HUD prograns,
including the Low | ncome Housing Tax Credit (LIHTC) program HOVE | nvestnent Partnerships (HOVE) program Conmunity Devel opment Bl ock
Grant (CDBG program and the Housing Trust Fund. Where appropriate, HUD will seek to streamine regulatory and statutory barriers to
coordinating these prograns. HUD may al so access existing authority under project-based prograns (e.g. with existing authority to
decoupl e Section 236 | RP paynments for rehab grants) and public housing (e.g. the Capital Fund Finance, Operating Fund Finance, and

M xed- Fi nanci ng Prograns, Section 9(m capital-only and operating-only grants, Section 30 nortgage authority, Section 8 project-based
vouchers) to leverage further housing inprovement activities.

The Departnment will place a strong enphasis on coordination with other Federal agencies, notably the Departnents of Education, Labor,
Transportation, Health and Human Services and the Environnental Protection Agency, to |leverage additi onal resources. |nter-agency
coordinati on of various Federal prograns may be aided by additional |egislative authority to unify grants and streanline provision of
housing and service dollars, for instance to provide for a single agency to administer nultiple grants fromdifferent prograns.

Pl anning Grants

HUD woul d set aside up to 10 percent of appropriated funds for planning grants. 1In the early HOPE VI program the planning grants
hel ped some grantees develop projects that were | ater funded. These grants are particularly useful for providing an otherw se | ow
capacity jurisdiction an opportunity to conmpete for an inplementation grant. Planning grants will require |local agencies to involve
|l ocal residents in the planning process.

HUD woul d create and draw upon its own extensive database on public and assi sted housing property distress (consisting of REAC scores,
PI C bui I di ng and voucher data, the Census and USPS vacancy data) to informits selection of both planning and inplenentation grantees.
HUD expects this to be an ongoi ng process, with targeted i nvestnments in areas poised for redevel opnent that can draw upon exi sting
part nershi ps and inplement transformational efforts.

Local decision making will be a key program el ement. Any planning or decision-nmaki ng involving public housing or assisted properties
will involve the PHA or owners affected, the residents of the properties (and any representative resident organi zati ons) and nenbers
of the conmunity. Decisions about the future of such properties nust go through the PHA Plan or a Multifam |y Assisted Housi ng Reform
and Affordability Act (MAHRA)-type plan.

Successful nodel s will enphasize housing construction or rehabilitation efforts that make the best use of blighted or vacant
properties; transportation systens that connect nei ghborhoods to human and commrerci al services along with job opportunities; tax
incentives that pronote investment and protect long-termresidents fromproperty tax spi kes; econom c and human devel opnent; public
safety; and woul d i ncorporate rent incentives into subsidized housing initiatives.
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Adm ni stration and Eval uation

The Assistant Secretary for Public and | ndian Housing will adninister the Choice Neighborhoods programwith a team drawn from ot her
HUD of fices includi ng Housing, Conmunity Pl anning and Devel opnent, Fair Housing and Equal Opportunity and Policy Devel opnment and
Research. This would help build a nore unified approach to using housing as a vehicle for neighborhood revitalization and urban and
metropolitan prosperity.

As part of the Transformation Initiative, HUD would fund baseline research and eval uation of the Choi ce Nei ghborhoods Initiative. It
is expected that this will informa broad range of housing prograns, as well as other Federal interventions. Each grantee for the
program woul d be required to budget a reasonable anount of funds as part of their programto ensure they could provide the appropriate
data needed to informthis larger research effort. The rigorous national evaluation would include inmpacts on the original residents,
the target neighborhoods, and the larger communities within which they are | ocated.
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PUBLI C AND | NDI AN HOUSI NG
CHO CE NEI GHBORHOODS
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
Choi ce Nei ghbor hoods
Gants ............... e e e e $250, 000
Total ............... 250, 000
2008 2009 2010
FTE Act ual Estimate Esti mate
Headquarters ........ 23
Field ............... e 20
Tot al

43
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Perf ormance | ndi cators

Program Nane: Choi ce Nei ghborhoods Initiative

Program M ssion: To transform high poverty nei ghborhoods into vibrant comunities, to transformand preserve public and assi sted
housi ng, and to address a range of affordable housing and conmunity devel opment needs for the benefit of local residents.

Per f ormance | ndi cators Dat a Sources

Pl anni ng grants awarded on a tinely basis and with effective Not Applicabl e
i mpl ementation requirenments for coordinating with a broad array of
state and |l ocal organi zations.

Increase in the project | evel REAC inspection scores on unit quality REAC; public housing and assisted housing vacancy data;
and financial managenment for public and assisted projects; Increase in other | ocal data (if available)
occupancy rates for projects relative to baseline.

Reducti on in nei ghborhood | ong-termvacancy rates; increased Census Tract vacancy data from USPS and annual
nei ghborhood income distribution, including a reduction in neighborhood | nei ghborhood change using 5-year ACS data
poverty rate rel ati ve to baseline.

I nprovenent in destination (or Choice) neighborhood characteristics for | ACS 5-year data; USPS Vacancy Data; Crinme data (if
original HUD residents as conpared to characteristics of Choice avai | abl e)

Nei ghbor hood at basel i ne. Measur es include | ower nei ghborhood | ong-
term vacancy rates; higher neighborhood inconme distribution; |ower

nei ghbor hood poverty rate.

Increase i n average earni ngs for non-elderly/non-disabled Relative to Pl C and TRACS data
aver age earni ngs netrowi de for HUD assisted non-elderly/non-disabl ed.

Expl anation of |ndicators

For the initial inplementation years of the program HUD will track program effectiveness with both inplenmentation and out come
measures. CQutcome neasures will track both the program ef fect on the nei ghborhood itself as well as the original residents of the
public and assisted housi ng devel opnents in the Choi ce Nei ghborhood.

Performance | ndicator: Planning Grants awarded on a tinely basis and with effective inplenentation of requirenments for coordinating
with a broad array of state and |ocal organizations.

Performance | ndicator: |nproverment of housing conditions in HUD-assisted stock. As neasured by Real Estate Assessnent Center (REAQ)
data and vacancy rates, conditions in the HUD assisted stock inprove based on key data factors.

Performance | ndicator: |nproverment in housing conditions in nei ghborhood private housing in the area covered by the grant. Both
grant funds, and |leveraged funds will be used to address key housing issues in the area, including single famly and nultifamly
properties. Vacancy data and 5-year ACS data will be used to track conditions to show i nprovenent based on key data factors.

Performance | ndicator: Residents of HUD-assisted housing live in neighborhoods with better than baseline conditions, as neasured with
ACS data. This neasure applies to both the residents that remain in the nei ghborhood covered by grant activities as well as those
rel ocated with tenant-based Section 8 Housi ng Choi ce Vouchers or nmoving to another assisted property outside of the nei ghborhood.

Performance | ndicator: Non-elderly/non-disabl ed residents of HUD assi sted housi ng show i ncrease i n average earni ngs from wages
relative to metrow de HUD-assisted non-elderly/non-disabled residents (as a control for |ocal econonic effects).
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PUBLI C AND | NDI AN HQUSI NG
CHO CE NEI GHBORHOCDS

Justification of Proposed Changes in Appropriations Language

For conpetitive grants under the Choi ce Nei ghborhoods Initiative for transformation, rehabilitation and replacenent housi ng needs of
both public and HUD-assisted housing and to transform nei ghborhoods of extreme poverty into functioni ng, sustainable nmi xed inconme

nei ghborhoods wi th appropriate services, schools, public assets, transportation and access to jobs, $250,000,000, to renmai n available
until expended: Provided, That grant funds may be used for resident and comunity services, comunity devel opment and affordabl e
housing needs in the community, and for conversion of vacant or forecl osed properties to affordabl e housing: Provided further, That
grantees shall undertake conprehensive | ocal planning with input fromresidents and the comunity, and that grantees shall provide a
match in state, local, other Federal or private funds: Provided further, That grantees may include | ocal governments, public housing
authorities, nonprofits and for-profit developers, and that such grantees shall create partnerships with other |ocal organizations
incl udi ng assi sted housi ng owners, service agenci es and resident organizations: Provided further, That the Secretary shall consult
with the Secretaries of Education, Labor, Transportation, Health and Human Services, Agriculture, and Comrerce and the Adm nistrator
of the Environnental Protection Agency to coordinate and | everage other appropriate federal resources: Provided further, That no nore
than ten percent of funds made avail able under this heading may be provided for planning grants to assist comunities in devel oping
conprehensive strategies for inplementing this programin conjunction with comunity notice and input: Provided further, That the
Secretary shall devel op and publish guidelines for the use of such conpetitive funds, including but not linmted to eligible
activities, programrequirements, and perfornance netrics
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Budget Activity

Choi ce Nei ghborhoods Grants .........

Tot al

PUBLI C AND | NDI AN HQOUSI NG
CHO CE NEI GHBORHOODS
Crosswal k of 2008 Availability
(Dol lars i n Thousands)

Suppl enent al /
Resci ssi on

Appr oved

2008 Enact ed Repr ogr anmi ngs Transfers Carryover

Tot al
2008
Resour ces




Budget Activity

Choi ce Nei ghborhoods Grants .........

Tot al

2009
President’s
Budget
Request

PUBLI C AND | NDI AN HOUSI NG
CHO CE NEI GHBORHOODS
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

Congr essi onal

Appr opriations 2009
Action on 2009 Suppl enent al /
Request Resci ssi on

Repr ogr anmi ngs

Carryover

Total 2009
Resour ces




PUBLI C AND | NDI AN HOUSI NG
LOMRENT PUBLI C HOUSI NG ASSI STANCE
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

LOW RENT PUBLI C HOUSI NG ASSI STANCE Enact ed/ Suppl enent al / Tot al

TO PHAS Request Carryover Resci ssi on Resour ces Cbligations Qut | ays
2008 Appropriation ................ $1, 000 o o $1, 000 $99 $46, 835
2009 Appropriation/ Request ........ 1, 000 L L 1, 000 1, 000 1, 000
2010 Request ............. ..., 1, 000 . . 1, 000 1, 000 1, 000

Program | nprovenents/ Offsets ......

Sumrary St at enent

The fiscal year 2010 Budget assumes that $1 nillion of pernanent indefinite authority will be used to provide funding for renmaining Public
Housi ng devel opnent and noderni zation activities in the pipeline that were reserved under the “Annual Contributions for Assisted Housing”
(ACAH) appropriations through 1986. No discretionary appropriation is required. The budget authority and outlay estimtes for fiscal

year 2010 are projected to be $1 million.

Initiatives

This is a liquidating account reflecting pre-1992 | oan activity. Therefore, there are no initiatives proposed for fiscal year 2010.
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PUBLI C AND | NDI AN HOUSI NG
LOW RENT PUBLI C HOUSI 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 I nto 2008 Resour ces Obl i gati ons Request Into 2009 Resour ces Request
Low Rent Public Housi ng
Assi stance (nandatory) $1, 000 s $1, 000 $1, 000 $1, 000 s $1, 000 $1, 000
Total ............... 1, 000 ... 1, 000 1, 000 1, 000 ... 1, 000 1, 000
2008 2009 2010
FTE Act ual Estimate Estinmate
Headquarters ........
Field ............... e e e
Total .............
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PUBLI C AND | NDI AN HOUSI NG
LOW RENT PUBLI C HOUSI NG ASSI STANCE
Program Of f set s
(Dol lars in Thousands)

Low Rent Public Housing Assistance (nandatory) Anount
2008 Appropriati On ... ... $1, 000
2009 Appropriati on/ ReqQUESt . .. ... 1, 000
2010 REQUEST oottt it 1, 000

Program I mprovement s/ OFf Set s .. ...

Proposed Actions

The Departnent proposes $1 million of mandatory budget authority for the Low Rent Public Housing Assistance Fund program for fiscal year
2010. This program has not received new appropriations since fiscal year 1986. The programis nowin a liquidating status with pernanent
indefinite borrowing authority and is classified as mandatory. The Department borrows from Treasury each year to close pipeline |oan
comm tments. Once the commitment is closed, both the Department and the Treasury forgive the | oan.

Historically, the Departnent has been using borrowi ng authority to finance the obligations and expenditures of the Low Rent Public Housing

program In order to finance project construction, housing authorities issued bonds to private investors. |In addition to bonds, the
Depart nent nade | oans to the housing authorities that were later sold to the Federal Financing Bank (FFB). HUD assuned responsibility for
the repaynent of both the loans and private investor bonds. |In 1986, Public Law 99-272 was passed to forgive this debt fromthe housing

authorities and converted the programto a grant program

The program was established for three reasons. First, the programwas to provide direct Federal |oans (capital funds) to support the
conpl etion of Public and Indian Housing construction, acquisition, and nodernization activities. Second, the Fund was al so used as a
repository of appropriations provided in prior years to make interest differential paynments to the Federal Financing Bank (FFB). Budget
authority was obligated in the Loan Fund to provide payments to the FFB to fund the difference in interest paynents between what woul d
have been charged if tax-exenpt bonds had been sold to the public and the interest that actually was charged when instrunments were sold to
the FFB at a Federally taxable interest rate. A third purpose of the account, as a Corporate Fund, was closed during the first quarter of
1997 pursuant to Section 507 of the Congressional Budget Act of 1974.
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PUBLI C AND | NDI AN HOUSI NG
LOW RENT PUBLI C HOUSI NG ASSI STANCE
Crosswal k of 2008 Availability
(Dol l'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Low Rent Public Housi ng Assi stance
(mandatory) .............. ... ....... $1, 000 e e e e $1, 000
Total ...... ... .. 1, 000 1, 000
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Budget Activity

Low Rent Public Housi ng Assistance
(mandatory) ............iiiiin.
Total ... .

PUBLI C AND | NDI AN HOUSI NG
LOW RENT PUBLI C HOUSI NG ASSI STANCE
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
Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
$1, 000 $1, 000 e e e $1, 000
1, 000 1, 000 1, 000
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