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CHAPTER 1. GENERAL PROGRAM | NFORVATI ON

1-1 Legi sl ative Authority

A General counseling authority
Section 106 of the Housing and Urban Devel opnent Act of 1968
(12 USC 1701x) provides HUD s general counseling authority.

a. Section 106(a)(1)(iii) provides that the Secretary is
aut horized to provide, or contract with public or private
organi zations to provide, counseling and advice to
tenants and honeowners with respect to property
mai nt enance, financial nanagenment, and such other matters
as may be appropriate to assist themin inproving their
housing conditions and in neeting the responsibilities of
tenancy or honeowner shi p.

b. Section 106(a) (2) provides that the Secretary may
provi de these services directly or may enter into
contracts with, make grants to, and provi de other types
of assistance to private or public organizations with
speci al conpetence and know edge i n counseling | ow and
nmoder ate-i nconme fanmilies to provide such services

B. Title Il nortgages (other than section 235). Section 106(a)(2)(C
of the Housing and Urban Devel opnent Act of 1968 (12 USC
1701x(a)(2)(C)) provides that the Secretary nmay provide the
counsel i ng services described in section 106(a)(1)(iii) of that Act
(see discussion above) for owners of single family dwelling units
insured under Title Il (other than section 235, for which there is
a requirenent to do so--see bel ow).

C. Section 235. HUD does not insure new nortgages under Section 235
because the Congress repealed this provision of the Iegislation
however, nortgages were insured prior to the repeal and this
section is cited for that reason.

1. Section 101(e) of the Housing and Urban Devel opnent Act of
1968 (12 USC 1701w) authorizes the Secretary to provide or
contract with public or private organi zations to provide, such
budget, debt managenent, and rel ated counseling services
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to nortgagors whose nortgages are insured under sections
235(i) and 235(j) (4) as he/she determines to be necessary to
assi st such nortgagors in neeting the responsibilities of
honeowner shi p.

2. Section 106(a)(2)[A) of the Housing and Urban Devel opnent Act
of 1968 (12 USC 1701x(a)(2)) provides that the Secretary shal
provi de counseling services described in section
106(a) (1) (iii) of that Act (see discussion above) for
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honeowners assi sted under section 235 of the National Housing
Act .

237 nortgages. Because of the | ow nortgage anmount limtations of
Section 237, practically no nortgages are now i nsurabl e under this
section.

1. Section 237 (e) of the National Housing Act (12 USC 1715z-
2(e)) authorizes the Secretary to provide or contract with
public or private organizations to provide, such budget, debt
managenent and rel ated counseling services to nortgagors whose
nort gages are insured under Section 237 as the Secretary
determ nes to be necessary to neet the objectives of Section
237. The Secretary may al so provide such counseling to
otherwise eligible famlies who lack sufficient funds to
supply a down paynent to help themto save an anount necessary
for that purpose

2. One of the conditions of eligibility for nortgage insurance
under Section 237 is that it be executed by a nortgagor whom
the Secretary has determ ned woul d not be an acceptable credit
risk for nortgage insurance purposes under regular HUD
nmort gage i nsurance prograns, but would be a reasonably
satisfactory credit risk and capabl e of homeownership with the
assi stance of budget, debt nanagenent, and rel ated counseling.

Rural housing guaranteed | oans. Section 106(a)(2)(B) of the
Housi ng and Urban Devel oprment Act of 1968 (12 USC 1701x(a)(2)(B))
provides that the Secretary shall, in consultation with the
Secretary of Agriculture, provide the counseling services described
in section 106(a)(1)(iii) of that Act (See discussion above) for
borrowers who are first-time honebuyers w th guaranteed | oans under
section 502(h) of the Housing Act of 1949 (42 USC 1472(h).).

Department of Veterans Affairs (VA) loans. Section 106(a) (2) (O
of the Housing and Urban Devel opnent Act of 1968 (12 USC 1701x(a)
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(2)(C)) provides that the Secretary nay provide the counseling
services described in section 106(a)(1)(iii) of that Act (See
di scussion in 1-1A1) for owners of single famly dwelling units
guaranteed or insured under chapter 37 of Title 38 of the U S.
Code.).

Hone Equity Conversion Mrtgages (HECMs). Section 255(d)(2)(B) of
the National Housing Act (12 USC 1715z-20(d)(2)(B)) provides that
to be eligible for insurance, a HECM nust have been executed by a
nort gagor who has recei ved adequate counseling by a third party
(other than the lender) as provided in subsection (f) of that
Section. Subsection (f) provides that the Secretary shall provide
or cause to be provided by entities other than the | ender the
information required in subsection (d)(2)(B) and that such

i nformati on shall be discussed with the nortgagor and shal

i ncl ude:



1. Options other than a home equity conversion nortgage that are
avai l abl e to the honeowner, including other housing, social
service, health, and financial options;

2. Oher hone equity conversion options that are or nmay becone
avai l abl e to the honeowners, such as a State program sale-
| easeback financing, deferred paynent |oans, and property tax
deferral

3. The financial inplications of entering into a hone equity
conversi on nortgage;

4. A disclosure that a home equity conversion nortgage nay have
tax consequences, affect eligibility for assistance under
Federal and State progranms, and have an inpact on the estate
and heirs of the homeowner; and

5. Any other information that the Secretary may require.

H. Pre-foreclosure sales. Section 204(a) of the National Housing Act
(12 USC 1710(a)) authorizes the preforeclosure sal es procedure.
Under this procedure, the nortgagee can pernmit a defaulting
nmortgagor to sell the property for its approximate fair market
value to a third party. The nortgagee can then file a claimfor
FHA i nsurance benefits and receive an anpbunt equal to the
di fference between the unpaid principal balance of the nortgage and
the net sales proceeds (plus interest, reinbursement of certain
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rei mbursenment of certain expenses, and an adninistration fee).
Section 204(a) provides that such insurance benefits shall be
available only if the nortgagor had received appropriate
honmeowner shi p counseling, as determ ned by the Secretary.

Mort gagee Letter 94-45 provides that such counseling may be
provi ded by the nortgagee or by a HUD approved counseling agency,
dependi ng on the circunstances.

l. Mortgages with Loan-to-Value ratios greater than 97% Section
203(b) (2) of the National Housing Act (12 USC 1709(b) (2))
provi des that the Secretary may not insure or enter into a
commitnent to insure a nortgage under 203(b) that is executed by a
first-tinme honebuyer and that involves a principal obligation in
excess of 97 percent of the appraised value of the property unless
the nmortgagor has conpleted a program of counseling with respect to
the responsibilities and financial managenent involved in
honeownership that is approved by the Secretary; except that the
Secretary may, in the discretion of the Secretary, waive the
applicability of this requirement. This requirenent was waived in
Mort gagee Letter 93-33 pending the conpletion of inplenmenting
regul ations. (See Appendix 22, Mrtgagee Letter 93-33 .)

J. Comuni ty Devel oprment Bl ock Grants. Housing counseling is an
eligible activity under the CDBG program HUD- approved housing



counsel i ng agenci es are encouraged to present counseling proposals
to their comunities for consideration for funding fromthis
resource. Section 92.302, 24 CFR Subpart G provides for "Housing
Educati on" that includes providing or adm nistering prograns for
educating and counseling eligible homeowners and tenants under the
HOVE pr ogr am

HOVE noney can be used to support counseling in tw ways. HOVE
adm ni stration money (10% of each year's allocation) can be used to
support a general counseling program HOVE project funds can be
charged if the honebuyer is directly assisted with HOVE funds.

K. Section 203(r) (4) of the National Housing Act (12 USC 1709(r))
provi des that the Secretary shall take appropriate actions to
reduce | osses under the Title Il single-famly nortgage insurance
programs and that such actions shall include providing counseling,
either directly or through third parties, to delinquent nortgagors
whose nortgages are insured under section 203, using the Fund to
pay for such counseling.
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1-2 HUD Approval and Fundi ng

A. Approval. National, Regional, Milti-State, and Local public and
private nonprofit agencies may participate in the programafter they
becone HUD- approved housi ng counseling agencies. They may remain in
the programas long as they comply with the requirements in this
handbook. Chapter 2 describes the approval process.

*I't is executive branch policy that, within the framework of
constitutional church-state guidelines, faith-based organi zations
shoul d be able to compete on an equal footing with other

organi zations for federal funding. Accordingly, organizations that
are faith-based are eligible, on the sane basis as any other

organi zation, to participate in HUD s prograns and activities.

Neit her the federal governnent nor a state or |ocal governnent
recei ving funds under a HUD program or activity shall discrininate
agai nst an organi zation on the basis of the organization's religious
character or affiliation. HUD supports the participation of
faith-based organizations in its prograns.*

B. Funding. An organi zation approved by HUD under this handbook does
NOT automatically receive funding fromHUD. Fundi ng depends upon two
factors: appropriations by Congress and the award of grants by HUD on
a conpetitive basis under established federal and HUD policies and
regul ations. HUD funding is not intended to cover all counseling
costs incurred by the agency in delivering counseling services. See
Chapter 6.

1-3 Pr ogram Obj ecti ves



A. For Homebuyers, Honeowners and Renters as provided under Section
106(a) of the Housing and Urban Devel opnent Act of 1968, as amended.
The overall objective is to provide housing counseling services,

i ncluding outreach to potential first-time homebuyers, to persons
eligible for or assisted under homebuyi ng, honeownership and rental
housi ng prograns regardl ess of the source of the program This

i ncl udes enabling these persons to make prudent and responsi bl e use
of the progranms by helping eligible renters, including public housing
and Section 8 participants, locate and qualify

for assisted rental units, and by hel ping eligible honebuyers obtain
af f ordabl e housi ng, and honmeowners avoi d forecl osures or evictions.
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B. For the Depart nment

1. Increase participation of first-time honebuyers in the
honeowner shi p mar ket .

2. Reduce losses to the single-fam |y nortgage insurance funds by
reduci ng the nunber of foreclosures and their costs.

3. Reduce nortgage defaults and their servicing costs to HUD under
HUD-i nsured and Secretary-held single-fam |y nortgages.

4. Reduce losses to the nultifanmly nortgage insurance funds caused
by rent delinquencies and evictions, and their creation of cash-flow
problems in nultifam |y project managenent, that adversely affect
HUD.
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1-4 Program Partici pants

A. HUD- approved Housi ng Counseling Agencies. These agencies are
private and public nonprofit organi zations that provide housing
counseling services to clients directly or through their affiliates
or branches and neet and maintain the requirenents set forth in this
handbook. The agenci es have applied for HUD approval and received it
inwitten formfroma HUD Ofi ce.

B. Clients are potential renters, renters, potential honmebuyers,
honebuyers, and honeowners eligible for and applying for HUD-rel at ed,
VA, FnHA, State, local, or conventionally-financed housing or housing
assi stance, or are persons who occupy such housing and seek the

assi stance of a HUD approved housi ng counseling agency to neet a
housi ng need or resolve a housing problem See para. 1-6A for the
full definition of a client.



C. HUD Headquarters and Field Ofices. These offices receive and
eval uate applications from organi zations interested in beconing
HUD- appr oved housi ng counsel i ng agencies. The offices, approve or
reject applications, nonitor approved agenci es' housing counseling
programs, reapprove agencies biennially, wthdraw approval, and
noni tor agency activities under HUD grants. Headquarters awards
grants and, in conjunction with Field Ofices, nonitors agency
activities under the grants. These offices provide the approved
agencies with their first-line comunication with the Departmnent.

1-5 HUD Headquarters Program Responsibilities

A. The Assistant Secretary for Housi ng-Federal Housi ng Commi ssi oner
is responsible for adninistering the program The Assi stant
Secretary has designated the Deputy Assistant Secretary for
Single-Fam |y Housing to carry out the program

B. The Ofice of the Deputy Assistant Secretary, administers the
program t hrough the Housi ng Counseling Staff.

C. The Housing Counseling Staff adm nisters the programon a
day-to-day basis. The staff devel ops and inpl ements program policy
and procedures. The staff also provides technical assistance and
training to Field Ofices on an as-needed basi s.
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1-6 Definitions
A dient

1. Ceneral Definition. A person (or persons) who falls within
the definition in either subpara. a. or b. below AND enters
the agency's housi ng counsel i ng workl oad by nmeans of a
screening interview.

a. A person, famly, or group of persons with the sane
DOCUMENTED housi ng need or probl em potentially RESO.VABLE
under a HUD program a conventional hone nortgage
program or under a State, county or city program

(1) A housing need exists when a client |acks
af f ordabl e "decent, safe and sanitary"” housing.

(2) A housing problemexists when a client occupies
HUD-r el at ed housi ng, a conventionally financed
hone, or a home financed under a State, county, or
city program and faces the possibility of
foreclosure as a homeowner, eviction as a renter,
or other circunstances that inpair occupancy in
af f or dabl e decent, safe, and sanitary housing.



b. A potential or present home buyer, honeowner, or renter
of a property that is or will be HUD assisted or financed
by a HUD-i nsured or conventional nortgage or a by a
State, county, or city program

2. AHUDrelated Cient is a client who occupies or is eligible
for and seeks to occupy housing under a program adm ni stered
by the Secretary of the U S. Departnent of Housing and Urban
Devel opnent .

B. Counseling. Counseling is a counselor-to-client or counsel or-to-
group activity during which the counselor conpletes any or all of
the follow ng types of actions.

1. Interviews the client in a private space and a confidenti al
manner to obtain basic information about the client and the
client's housing need or problem
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2. ldentifies resources within the agency, the client's

community, and HUD that mght assist in neeting the client's
need or resolving the client's probl em

3. Designs a counseling plan on behalf of the client.

4. Explains the counseling plan to the client and obtains the
client's consent for the counselor to carry out the plan,
including the actions the client nust take.

5. Refers the client to other resources within the community and
assists the client in arrangi ng appointments with those
resour ces

6. Recommends additional private or group counseling sessions
conducted by the agency or other conmmunity resources.

7. Mnitors the client's progress toward neeting the need or
resol ving the probl em

C. CGovernment Techni cal Representative (GIR) The HUD staff in
Headquarters or the Field Ofice who oversees and nonitors the
housi ng counseling grant program

D. Governmental Technical Mnitor (GTM A HUD Field Ofice staff
person who nonitors the grant activities of certain grantees within
the jurisdiction of the Field Ofice as deened necessary by the
GIR  The GIMis responsible to the GIR

E. Notice of Funding Availability (NOFA) & Application Kit. A NOFAis

HUD s printed announcenent in the Federal Register of the
avai l ability of housing counseling funds. The Kit contains
detailed instructions regarding the preparati on and subni ssion of
a grant application under the NOFA. HUD usually mails these
docunents to or makes them avail abl e to HUD- approved housi ng
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counseling agencies to initiate the grant award process.

Gant Oficer (GO . The HUD official designated the authority to
award and admi ni ster grants.

Grantee. A HUD- approved counseling agency that receives housing
counsel ing funds from HUD under the grant award process.

Grant Agreenment. The legal instrument that states the terms and
conditions of a HUD grant for housing counseling services. The
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1-9

grantee and the Grant O ficer sign the agreenent.

Housing Goal. A.potentially realizable objective the client sets
for hinself or herself with advice fromthe agency and with which
the agency counsel or concurs (Under HUD prograns, a HUD- approved
housi ng counsel i ng agency shoul d not accept as a client a person
whose housi ng objective is unreasonabl e and obvi ously
unreal i zabl e.)

Nati onal, Regional, and Multi-State Internediaries. Wth the
publication of Revision 4 of this handbook, the Departnent
initiated the approval of national, regional, and nulti-State
organi zati ons as housi ng counseling agencies. HUD uses the terns
"intermedi ary" or "unbrella group” to identify these counseling
agenci es.

1. National Organization. A national organization is one that
provi des housi ng counseling services through it branches or
affiliates in nore than half of the States; that is, in at
| east twenty-six States.

2. Regional Organization. A regional organization is one that
provi des housi ng counseling services through its branches or
affiliates in a generally recogni zed regi on or group of
regions such as the Southwest, Md-Atlantic, or New Engl and

3. Milti-State Organization. A nulti-State organi zation is one
that provides housi ng counseling services through its branches
or affiliates in three or nore States but not nore than
twenty-five States nor for an entire region or group of
regions as defined in paragraph 2 i medi ately above.

The Drug- Free Workpl ace Act of 1988 requires grantees of Federa

agencies to certify that they will provide drug-free workplaces. Each
potential grantee must certify that it will conply with drug-free
wor kpl ace requirenments in accordance with 24 CFR part 24, subpart F.

For specific requirenents, see the current Request for Grant Application
publ i shed by HUD.
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