COMVUNI TY PLANNI NG AND DEVEL OPMENT
COMMUNI TY DEVELOPMENT BLOCK GRANTS
2010 Summary Statenment and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al
COWWUNI TY DEVELOPMENT BLOCK GRANTS Request Carryover Resci ssi on Resour ces Obli gations Qut | ays
2008 Appropriation ................ $3, 866, 800 $762, 338" $9, 422, 802° $14, 051, 940 $4, 855, 926 $8, 935, 036
2009 Appropri ation/ Request ........ 3,900, 000 9, 196, 208° 3, 000, 000° 16, 096, 208 13, 221, 000 8, 009, 000
2010 Request ........... .. 4, 450, 000 2,875,208 e 7,325,208 6, 449, 000 8,307, 000
Program | nprovenent s/ Offsets ...... +550, 000 - 6,321, 000 - 3,000, 000 -8,771, 000 -6,772,000 +298, 000

NOTE: Fiscal years 2008 and 2009 budget authority includes transfers to the Wrking Capital Fund.
a/ Includes transfers of $1 million from Urban Devel opnment Acti on Grants.

b/ Excludes recaptures of $270 thousand.
c/ Does not include $1.28 million of expired funds.

d/  Includes $6.123 billion net appropriation for hurricanes | ke and Gustav aid; $3 billion for Louisiana “Road Hone” aid; and
$300 mllion for Mdwest and Fl ood and other disasters. Also included is a rescission of $58 t housand.

e/ An additional $1 billion in CDBG funding and $2 billion for a second round of funding for the Nei ghborhood Stabilizati on Program
(NSP) was provided through the Anerican Recovery and Reinvestnment Act (Recovery Act), enacted in February 2009. Included in this
amount is 1 percent for CDBG Administrative costs including staffing, training, TA |IT, monitoring, travel, enforcenment, research,
and eval uation activities and $50 mllion for NSP technol ogy assistance.

Section 108 Loan Guarantees

Commi tment |evels

2008 Enacted loan level........... $200, 000a $3, 109 L $203, 109 $165, 360 NA
2009 Appropriation/ Request......... 275, OOOb 41, 629 L 316, 629 300, 000 NA
2010 Request. ............... ... 275, 000° 16, 629 e 291, 629 275, 000 NA
Program | nprovenent s/ Offsets...... L - 25, 000 L - 25, 000 - 25, 000 NA

al This is based on a revised credit subsidy rate of 2.25 percent.
b/ The credit subsidy rate in fiscal year 2009 is 2.26 percent.
c/ This is a new program based on fee assessnent not the appropriation of credit subsidy.

NA = Not Applicable.
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Credit Subsidy and Admi ni strati ve Expenses

Enact ed/ Suppl erment al / Tot al

Request Carryover Resci ssi on Resour ces ol i gations Qut | ays
2008 Appropriation/ Request......... $8, 565b $69° L $8, 634 $8, 634 $8, 283
2009 Appropriation/Request......... 9, 165c 941 o 10, 106 9, 945 10, 000
2010 Request...................... . 161 e 161 e 2,000
Program | mprovenent s/ Offsets...... -9,165 -780 L -9,945 -9,945 -8,000

al This is based on a revised credit subsidy rate of 2.25 percent.

b/ The appropriation includes $4.5 mllion in discretionary appropriations and $4.065 mllion in a mandatory appropriation for an
upward re-estimate of credit subsidy.

¢/ Includes an upward re-estimte of $3.165 million.

Summary St at enent

The Conmunity Devel opment Bl ock Grant (CDBG) program provides formula grants to entitlement cities and states to catal yze economc
opportunity and suitable living environments through a very extensive array of comunity devel opment activities that primarily benefit
Arericans of nodest financial means. The fiscal year 2010 Budget proposes $4.450 billion for the Community Devel opment Fund, which
includes $4.178 billion for CDBG formula distribution, an increase of $543 million over fiscal year 2009. Full funding for the CDBG
programis a top Presidential Priority for 2010. The Wiite House website refers to CDBG under the headi ng of U ban Policy
Initiatives.

Fully Fund the Community Devel opment Block Grant: In the long run, regions are only as strong as their people and nei ghborhoods. The
Communi ty Devel opment Bl ock Grant (CDBG programis an inportant programthat provi des housing and creates jobs primarily for low and
nmoder at e-i ncone people and places. Through the 2010 Budget, President Cbama has restored fundi ng for the CDBG program

In addition to fully funding the CDBG program a nunmber of newinitiatives are included in the fiscal year 2010 Budget proposal. To
highlight a few The Departnment is proposing legislation to reformthe CDBG formula in a carefully thought out process. The
Department is considering a nunber of options for a hold harm ess provision in the fornula reform For exanple, one hold harnless
proposal woul d allow for grantees that woul d receive less funding under the new forrmula to receive a bonus so that they would receive
an allocation at least equal to their previous allocation. There is a new | egislative proposal for Section 108 would allow for HUD to
collect fees which would in effect cancel the need to request credit subsidy appropriations for the program Also, there is a new
proposal for a Sustainable Comunities Initiative which would be a joint HUD/ DOT regional and | ocal planning effort to catalyze the
next generation of metropolitan transportation, housing, |and use and energy planning to devel op a nore conprehensive approach to
maki ng communiti es nore sustainable; a Rural Innovation Fund Initiative to pronote innovative and effective approaches to inproving
housing conditions in the nation's rural communities; and a proposal for a University Community Fund in which University partnership
prograns will be consolidated into one initiative. Al of these proposals are described at greater | ength under separate sections
within this overall request.

The CDBG reform proposal will include an amendnent to the CDBG statute to establish performance nmeasures and accountability standards

for fornula grantees. HUD would, for the first time, be able to take corrective actions against grantees for failure to accurately
report their performance or for failure to achieve their locally established CDBG program objectives.
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Since inception in 1974, CDBG has invested $127.1 billion in community devel opment at the local level. The CDBG programis authorized
by Title |I of the Housing and Conmunity Devel opnent Act of 1974, as anmended, and provi des annual grants on a fornula basis to states
and entitled nmetropolitan cities and urban counties (generally, cities with a popul ati on of 50,000 or nore and counties wth a

popul ation of 200,000 or nore). Underpinning the traditional CDBG programis the fundanmental phil osophy that |ocal decision-nmekers
are poised to drive a cohesive netropolitan dynam c, based on a keen perception of local needs and priorities and a crucial stake in
achi evi ng sustai nabl e outcones. Consistent with that phil osophy, CDBG grantees determ ne the use of CDBG funds with m ni mal Federal
influence. Each activity nust achieve one of three statutory national objectives: benefit persons of |ow and noderate-incone,

assi st the elimnation of slums or blight, or nmeet a need of particular urgency. And, at least 70 percent of all CDBG funds expended
over a period of up to 3 years nust primarily benefit persons of |ow and noderate-incone. Gantees always exceed this overall
benefit benchmark by a significant margin. In fiscal year 2008, nore than 95 percent of CDBG funds were invested to prinmarily benefit
| ow or noderate-incone Anericans.

An additional $1 billion in CDBG funding was provided through the American Recovery and Reinvestment Act (Recovery Act), enacted in
February 2009. These funds have been distributed to the fiscal year 2008 CDBG grantee pursuant to the provisions of the Recovery Act
and represent an additional increment of funding equal to 27 percent of fiscal year 2008 funding allocations. G antees have been
urged to use these funds to undertake activities and projects that will contribute to |long--termeconom c growth and nust expend these
funds not later than Septenber 30, 2012.

CDBG renmi ns the |largest and nost flexible community devel opnent programin the Federal portfolio. For fiscal year 2008, 1,173 cities
and counties were eligible to receive a COBG entitlenment grant directly fromHUD. In addition, 49 states and the Commonweal t h of
Puerto Rico invested in nore than 3,000 CDBG snal |l cities and counties fromthe grants nmade to states for non-entitled communities.
Hawaii’s three non-entitl ement counties receive non-entitlenment funding on a fornula basis directly fromHUD, as Hawaii has
permanently elected to decline funding under the CDBG States program

CDBG fl exi bility encourages use of programto hel p address key national priorities. The effectiveness of CDBG s flexibility is
dermonstrated by the use of CDBG as the funding conduit to assist in addressing a range of national priorities. CDBGis one the
Federal Governnent’s primary vehicles for |ong-termdisaster recovery assistance to states and |ocal governments. For exanple,
Congress appropriated $19.7 billion in supplenmental disaster assistance to aid the conprehensive recovery of Alabama, Florida,

Loui si ana, M ssi ssippi and Texas foll owi ng the devastation of Hurricanes Katrina, Rita and WIlma in 2005. Furthernore, during fiscal
year 2008, Congress appropriated $300 mllion in supplenental CDBG disaster recovery funding to address a range of presidentially-
decl ared mpj or disasters occurring in the late spring and early sunmmer of 2008 and an additional $6.5 billion in supplenmental CDBG
di saster recovery funding as part of the fiscal year 2009 continuing resolution to pronote recovery from Presidentially declared najor
di sasters that occurred during cal endar year 2008, npst notably the w despread flooding in the Mdwest and Hurricanes Gustav and |ke.
HUD proposes a statutory codification of CDBG disaster assistance requirenents and devel opnent of inplenmenting regulations to allow
the Secretary to expedite future recovery initiatives.

Further, CDBG is the underpi nning for the Nei ghborhood Stabilization Programinitiatives of the last 2 years. The Housing and
Econom ¢ Recovery Act of 2008 (HERA) appropriated $3.92 billion in COBGlike funding for states and | ocal governments to invest in
local l y--desi gned strategies to address abandoned and foreclosed properties. G ven the urgency of the situati on, HERA directed HUD to
establi sh a program the Nei ghborhood Stabilization Program (NSP), and allocate the funding within 60 days. By the “rule of
construction” under HERA, HUD is to treat NSP funds as if they were CDBG funds under the Housing and Conmmunity Devel opment Act except
as modi fied by HERA or by an alternative HUD requirenment established to expedite the NSP investnent. HUD allocated NSP funding to
309 grantees, a collection of |ocal governments, states and the insular areas. Building on the original NSP investnment, the Anerican
Recovery and Rei nvestment Act of 2009 appropriated an additional $2 billion for NSP activities. The Recovery Act directs HUD to

all ocate the 2009 NSP funding by conpetition anong units of | ocal governnent, states, nonprofit organizations, and consortia of
nonprofit organi zations, any of which may partner with for-profit entities. The flexibility of the CDBG Ili ke funding promotes the
coordination of public, private, and philanthropic sectors to make transformative investnments that sinultaneously address imedi ate
needs and lay the foundations for future prosperity.
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Per f or mance Measur enent

HUD s Office of Community Pl anning and Devel opnent i s focused on making outconme driven investnents. |In concert with comunity
devel oprment public interest groups, their grantee nenbers and OVB, in fiscal year 2006 HUD devel oped a perfornmance neasurenent
framework to be used by Community Pl anni ng and Devel opnment -formula grantees to gauge program ef fectiveness. The performance
measurenent framework sets three overarching ains derived fromthe CDBG statutory objectives: Create Suitable Living Environnents,
Provi de Decent Affordable Housi ng, and Create Econom ¢ Opportunities. The framework allows HUD to aggregate data up to the nati onal
level. G antees began reporting into the new franmework on Cctober 1, 2006. For fiscal year 2008 CDBG grantees invested

$4.354 billion in CDBG funds and programinconme in the followi ng activity categories:
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CDBG Disbursements by Category - FY 2008

3.36% ~0.48%
5.18% M Publiclmprovements

M Housing

B Admininistration

M PublicServices

M Economic Development
B Acquisition

1 Section 108

W Other

Q5



Communi ty Devel opnent Bl ock Gants

As the graph bel ow indicates, the proportion of CDBG funding invested in each of the major categories of eligible activities has
remained fairly constant over tine.

CDBG Disbursements by Category - FY 2001 through FY 2008
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In fiscal year 2008, grantees reported that CDBG housing activities hel ped approxi mately 147,000 househol ds obtai n decent, safe, and
sani tary housing and achi eved the fol |l owi ng outcones:

e Omner-occupi ed Housing Rehabilitation: Thirty-one percent of rehabilitated homes were occupied by el derly individuals and
16 percent were raised from substandard to standard condition with CDBG funding.

. Rent al Housing Rehabilitation: G antees deemed an overwhelm ng majority of the rehabilitated rental units to be affordabl e by

local standards. Grantees reported that 19 percent of all rehabilitated rental units clinbed from substandard to standard
condition. Elderly residents occupied 14 percent of the rental units.
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. Honmebuyer Assistance: One-half of CDBG assisted honmebuyers purchased their first home. O first-tinme honebuyers, 89 percent
recei ved housing counseling assistance to prepare for homeownership and 45 percent received a financial subsidy of down-paynent

or closing costs.

CDBG grant ees al so use funds to provi de special assistance for honeless individuals and fam lies by carrying out a wi de range of
public service and public facilities activities. |In fiscal year 2008 CDBG grantees achieved the foll owi ng outcones for homrel ess

individuals and famlies:

e provided for 21,974 beds in overnight or emergency shelters.

e sheltered 92, 603 honel ess persons.

e provided energency legal or financial assistance to 15,972 individuals to prevent honel essness.
e provided short-term energency rental assistance to 875 househol ds.

Grantees historically have funded public inprovenents according to the follow ng trends.

e Between 2003 and 2008 entitl enment grantees collectively comitted:
0 6.05%of CDBG al locations to General Public Facilities.
o 5.32%of CDBG al locations to Street |nprovenents.
0 2.59% of CDBG al locations to Parks.

e Between 2003 and 2008 state governnents col lectively comm tted:
o 31.1%of CDBG al locations to Water and Sewer Systens.
0 6.44% of CDBG al locations to Street |nprovenents.
o 7.22%of CDBG al locations to General Public Facilities.

In fiscal year 2008, CDBG grantees achieved the foll ow ng econom ¢ devel opnent outcones:

e (O jobs created or retained, nore than half provided health care benefits and four out of five were newy created.

e Skilled or sem-skilled workers filled 43 percent of new jobs.

e Sales and service workers, professional office and clerical workers, and technical workers filled 42 percent of new jobs.
e O the CDBG assi sted busi nesses, the overwhelmng nmajority are I ocated in | ow and noderate-inconme nei ghbor hoods.
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
COMMUNI TY DEVELOPMENT BLOCK GRANTS
SUMVARY OF RESQURCES BY PROGRAM

(Dol lars i n Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Budget Activity Aut hority Into 2008 Resour ces bl i gations Request Into 2009 Resour ces Request
Entitlenent/Non-Entitle
ment ... $3, 586, 372 $611, 184 $4, 197, 556 $3, 581, 891 $3, 634, 967 $615, 051 $4, 250, 018 $4,178, 000
I nsul ar Area CDBG
Program.............. 7,000 6, 930 13,930 6, 930 7,000 6, 036 13,036 7,000
Sust ai nabl e Communi ties 150, 000
Indian Tribes ......... 62, 000 59, 505 121, 505 55, 730 65, 000 65, 774 130, 774 65, 000
Rural | nnovation Fund . [12, 913] [12, 913] [ 26, 000] [ 26, 000] 25, 000
Uni versity Comunity
Fund ................. [ 23, 000] .. [ 23, 000] . [ 23, 000] .. [ 23, 000] 25, 000
Section 107 Grants .... 4,000 437 4,437 849 5, 000 3,604 8, 604
Working Capital Fund .. 1,570 1,570 1,570 3,175 3,175
Econom c Devel opnent
Initiative Grants .... 179, 830 71, 449 251, 279 101, 236 165, 311 150, 044 315, 355
Nei ghborhood Initiative
Denmonstration ........ 25,970 10, 643 36, 613 20, 785 19, 547 15, 827 35, 374
Di saster Assistance ... 9,422,860 577 9,423,437 1, 085, 533 8, 339, 661 8, 339, 661
Section 805 Economi c
Devel opnent training . 213 213 2 211 211
Yout hbuild ............ 1, 400 1, 400 1, 400
Anerican Recovery and
Rei nvest ment Act ..... e e e e 3, 000, 000 e 3, 000, 000 e
Total ............... 13, 289, 602 762, 338 14, 051, 940 4, 855, 926 6, 900, 000 9, 196, 208 16, 096, 208 4, 450, 000
NOTE: The fiscal years 2008 and 2009 Section 107 grants budget authority are solely for technical assistance.
2008 2009 2010
FTE Act ual Estimate Estimte
Headquarters ........ 116 113 116
Field ............... 162 161 162
Total ............. 278 274 278
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program Of f set s
(Dol lars in Thousands)

Entitl enent/Non- Entitl ement Anount
2008 APProPri ati ON ..ot $3, 586, 372
2009 Appropriati on/ Request . ... ... .. 3,634,967
2010 REQUEST .ottt e 4,178,000
Program I nprovement s/ Of fSet s .. ... +543, 033
2007 2009 Budget 2008

2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Budget Activity Aut hority Into 2008 Resour ces ol i gations Request Into 2009 Resour ces Request
Entitlenent/
Non- Entitlement ...... $3, 586, 372 $611, 184 $4, 197, 556 $3, 581, 891 $3, 634, 967 $615, 051 $4, 250, 018 $4, 178, 000

CHART A: Distribution under the Current Formula
Proposed Acti ons

Fornula Reform 1. The formulas through which CDBG funds are
distributed to eligible entitlenment grantees have not been $70
altered in nore than thirty years and the State CDBG fornul as

are unchanged since established in 1981. Collectively, the

formulas no |l onger target to community devel opment need as well $60 1
as they once did due to denmobgraphic shifts in the nation’'s

popul ation. The chart at the right denonstrates how CDBG

all ocations vary fromHUD s estimate of comunity devel opnent
need (represented by the solid upward sl oping dark line). Three
problens are evident: |ow need grantees receiving high per
capita grants; high need grantees receiving |ow per capita
grants; and grantees havi ng the sanme need receiving
significantly different per capita amunts.

— Current Per Capita Gran

= Needs Index Per Capita
Grant (slope 12.0)
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$30 - ’
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il lu", LI
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Low Need

The current CDBG formula was devel oped in the early 1970s with
vari abl es that at that time were reasonable proxies for
comuni ty devel opnent need. Qur nation has change a | ot since
1970 so some of these variables are no | onger good neasures. $1O
$0

Per Capita Grant

Entitlement Grantees
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For exanpl e,

e Alarge ampunt of money is currently allocated based on a conmunity’s share of housing built before 1940. The problemis that
distressed comunities have torn down their ol d housing while |ess distressed comunities have renovated their ol d hones,
shifting dollars fromdistressed communities to | ess distressed communities.

. Poverty remai ns a good neasure of need but as it is currently used in the fornmula it disproportionately benefits communities
with large nunbers of college students living off-canpus, many of which are “in poverty” by the Census measure but are likely
supported by their famly in reality.

e The “growth | ag” variable funds communities that have grown slower than the rest of the US since 1960. These are usual ly needy
places, but it also benefits undistressed comunities that were fully built out in 1960 or had popul ati on decline associ at ed
with small er wealthier househol ds.

e The current dual fornmula results in Fornula A communities getting significantly less than Formula B communities with simlar
needs. The nore needy a Fornula A grantee, the greater the disparity. Three high need communities, Mam, St. Louis, and
Detroit should get around the same anount of funding per capita. Mam is a fornula A grantee and gets $22 per capita,

St. Louis is Formula B and gets $59 per capita, and Detroit is a formula B and gets $43 per capita. Both the needs index and
common sense argue against St. Louis needs being 50 percent greater than Detroit and three times greater than Mam . ldeally,
all three conmunities would have fairly simlar per capita grant anmounts.

. An addi tional problemis the 70/30 split between entitlement communiti es and nonentitl enent communities. Over time, the
proportion of the US population served by entitlenments has risen while the proportion served by states has declined yet the
split has remained fixed since 1981. This has led to entitlenent comunities dividing their share of the funding into smaller
and snall er pieces.

Thi s Budget proposal calls for a substantial increase in funding for CDBG. Because of this increase in funding it is possible to
change the fornula w thout any grantee getting |less funding than the anmount allocated in fiscal year 2009. |In the 2005 report “CDBG
Fornmul a Targeting to Community Devel opment Need,” there were four fornula alternatives to inprove the allocation. One of the formulas
under consideration is described as alternative 4. This proposed formula is a single formula with no 70/30 split between states and
entitlements. AlIl grants would be allocated using the sane fornula. That proposed forrmula has four research supported indicators of
comuni ty devel opnent need:

Persons in poverty excluding unrel ated individuals enrolled in coll ege;
Housing 50 years ol d or ol der occupied by a poverty househol d;

Fermal e headed househol ds with chil dren under the age of 18; and

Over crowdi ng.

[elelNelNe]

The fornmul a al so adjusts for different areas | abor costs and rel ative fiscal capacity of grantees by adjusting grants based on the
inverse of a community’s per capita incone relative to the per capita income in a metro area. That is, conmunities with nmuch | ower
per capita income than the netropolitan area have their grants adjusted up while those with nuch higher per capita i ncones than the
metropolitan area have their grants adjusted down.

Most inmportant, this proposal woul d include a hold harm ess provision. By asking for nore funding in fiscal year 2010 than in fiscal

year 2009, it permits the establishnent of a “hold harm ess” fund to raise the grants of communities that woul d otherwi se see a
reduction in funding due to the new fornul a.
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Proposed formula targeting to need if alternative four is adopted before increasing appropri ati ons and nmaki ng the hol d- harnl ess
adj ust ment :

— Proposed New Formula
—MNeeds Index

Low Need Entilement Grantees High Need

2. Hold Harm ess. To account for the redistribution of funding under CDBG formula reform HUD proposes a “hold harniess” approach to
ensure that grantees do not suffer destabilizing reductions in CDBG funding. There is precedent for this type of policy. 1In 1974
when the CDBG program was created, grantees were transitioned fromreceiving funding under several categorical programs to receiving
fundi ng under CDBG. \While there are several approaches to designing a hold harmless provision, one of the options under consideration
is a “hold harm ess” provision to ensure grantees do not suffer a reduction fromtheir CDBG all ocation | evel so | ong as appropri ati ons
for the CDBG formul a renain at or above $4 billion annually.

3. Qutcone Driven Accountability. The HCD Act and CDBG rul es purposefully permit trenmendous flexibility in programinplenmentation,
whi ch i nadvertently conplicates the neasurenment of program effectiveness and the enforcement of programinplenentati on accountability
standards. To address these conplications, HUD staff has devel oped two proposals. First, many |ocal governnents accurately report on
performance targets and outcomes. Furthernore, many |ocal governments do not concentrate their CDBG investnent, which makes it

difficult to measure the programis inmpact. |In order to denonstrate that CDBG investnents achieve the greatest possible inmpact, HUD
needs to: 1) inprove reporting of perfornmance-based data fromall grantees; 2) focus on inproving information systens, and
3) inplement accountability standards for all grantees. |Inplenentation of the Performance Measurement System all ows CPD to nove away

fromsinply counting jobs, housing units and public facilities/public services to a robust denonstration of the inpact of these
Federal dollars. For exanple, instead of just reporting on the nunmber of jobs created or retai ned, CDBG can now provi de the nunber of
jobs with enployer provided health insurance or jobs that were taken by previously unenpl oyed persons. However, CPD has noted that
the extent and accuracy of data entry varies greatly anong grantees.
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Al though the inplementati on of the Performance Measurenment Systemin 2006 was a naj or CDBG acconplishrment,the Departnment intends to
pursue a nore aggressive course in its data collection efforts. First, conpletion of the re-engineered Integrated D sbursenent and

Information System (IDI'S) systemis a very high priority; systeminprovements and edits will nake it easier for grantees to enter data
pronptly and accurately. Second, HUD needs to focus on grantee accountability for denmonstrating results by requiring conplete,
accurate and tinmely data input by its grantees. The CDBG reform proposal w Il include an anendnent to the CDBG statute to establish

perf ormance measures and accountability standards for fornula grantees. HUD would, for the first time, be able to take corrective
actions against grantees for failure to accurately report their performance or for failure to achieve their locally established CDOBG
program obj ecti ves.

The Departnment intends to augnment this data collection effort by seeking to establish an incentive-driven conponent in CDBGthat would
reward CDBG grantees that produce specific, nmeasureable results. This approach is reflective of the Departnent’s desire to manage
through incentive to i nprovenent performance. |n designing this proposal, the Department will consult with grantees, academ cs, and
other interest parties in comng year.

4. Section 108 Fee Subsidy. The Section 108 |oan guarantee programhas been part of the Community Devel opment Bl ock Grant (CDBG
program since its establishment in 1974. The Section 108 programoperates within the statutory and regulatory franework of the CDBG
program and its basic eligible activities are a subset of the activities authorized under COBG All activities funded under Section
108 nust neet all requirenents of the CDBG program Section 108 offers variable and fixed rate financing for up to 20 years to finance
econom ¢ devel oprment projects, public facilities and inprovenents, housing rehabilitation, |and acquisition, and rel ated activities.
Communi ti es must pl edge their CDBG funding as security for the Section 108 loans. As a Federal credit program the Section 108
programis subject to the requirenments of the Federal Credit Reform Act of 1990. The Credit Reform Act requires that a credit subsidy
rate be established for | oan guarantee programs such as Section 108 and that an appropriation of credit subsidy be provided to support
| oan guarantees made through the program In an effort to elimnate the need for a credit subsidy for the Section 108 program and
increase the alignment of Section 108 with the CDBG program HUD is proposing that it be authorized to charge a fee for its guarantee
under Section 108. Borrowers woul d be authorized to pay such fees from CDBG funds at the discretion of the borrower. This approach
retains the utility of the Section 108 program while reducing its current and future budgetary inpact. Inposition of the fee would
require a legislative change and HUD proposes |anguage authorizing the fee. Notably, Section 108 has never experienced a |oan default
that has required the use of the Federal guarantee.

5. Sustai nable Communities. The Departnent of Housing and Urban Devel opnent proposes $150 million for a Sustainable Comrunities
Initiative for fiscal year 2010. HUD believes that affordabl e housing is best developed “in context” of comunities and regions,
because proximty to transit, jobs, and retail and other amenities influences the |ong--term success of both the housing and its
occupants. Walkable, transit-oriented, mxed-incone and m xed-use comunities substantially reduce transportation costs (now a
greater part of many fam |y budgets than housi ng costs), create energy savings (by reduci ng Vehicle-Mles Travel ed), and enhance
access to enploynent and educational opportunities. This Initiative would have several conponents.

First, this initiative would fund a joint $100 m|lion HUD/ Department of Transportation (DOT) regional planning effort to catalyze the
next generation of metropolitan transportation, housing, |and use and energy planning using the nobst sophisticated data, anal ytics and
QA obal Informati on System (GI'S) nappi ng. These integrated plans would informstate, nmetropolitan and | ocal decisions on how and where
to allocate Federal, state and local transportati on and housing investnents. The end result would be to tighten the nexus between
transportation and housing i nvestments as a nmeans to drive nore sustai nabl e devel opment patterns, reduce greenhouse gas em ssions and
give residents nore housi ng choices near transport and transit nodes.
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Second, this initiative would fund a $40 million challenge grant to help localities undertake a new wave of zoning and |and use reform
that is nore sustai nable and green. These investnments would provide a local conplenent to the broader netropolitan planning effort
descri bed above, enabling those changes in local |and use policy and practice that are necessary to i npl enent a broader vision for
growt h.

Finally, the initiative would provide $10 mllion for a joint HUD DOT research effort designed to advance transportati on and housing
linkages on a nunber of |evels.

6. Rural Innovation Fund. HUD proposes to utilize $25 million to support a limted nunber of highly targeted and i nnovative

appr oaches dedi cated to addressing the problens of concentrated rural housing distress and community poverty. Similar to the Choice
Nei ghborhoods Initiative that will focus on neighborhoods of high distress that have a good chance of long-termsustainability given
their location, the Rural Innovation Fund (RIF) will support bold ideas that lead to better housing conditions, increased energy
efficiency, and economically viable communities with a strong potential for sustaining the benefits resulting froma one-tine Federal
investment. Through its proposed Transformation Initiative, HUD would study the effectiveness of the varyi ng approaches to determ ne
the replicability potential in other comunities.

Recogni zing the need for affordabl e housi ng and econom ¢ devel opnent in rural areas, and the strong role HUD prograns play in rural
Anerica, particularly the HOVE program Housing Opportunities for Persons with AIDS (HOPWA), tenant-based Housing Choi ce vouchers, and
other prograns, HUD proposes the Rural I|nnovation Fund. HUD also recogni zes the unique relationship betwen the Government of the
United States and the governnents of Indian tribes, and the inportance of HUD prograns including the Native American Housi ng

Assi stance and Sel f-Determ nati on Act (NAHASDA) block grant for affordabl e housing needs in Indian comunities, and proposes to
structure the Rural Innovation Fund to reflect these considerations.

This effort woul d be conpetitive. States and Federally recognized Indian Tribes could be the | ead applicants for conprehensive
grants. Applicants would identify targeted affordable housing and econom c devel opnent interventions (either geographically targeted,
or through an innovative overall approach applicable over a wider area) to assist | owincone comunities with fewer than

2,500 residents. Applicants would be required to devel op coordi nated plans and to | everage other Federal and state prograns,
including the Departnment of Agriculture, Interior, and Energy and the Environmental Protection Agency. States will devel op

i mpl ementation strategies involving both local governnents as well as non-profit partners to assist in the delivery and

adm ni stration. Funds could al so be used for capacity building for non-profits, comunity devel opment organizati ons and Tribally

Desi gnated Housing Entities (TDHES).

7. University Community Fund. HUD proposes to consolidate four separate university partnership prograns into one, unified $25 mllion
University Community Fund. Wth the restructuring of the United States econony, universities have emerged as growth engines for
metropolitan and rural economies. They also serve as anchor institutions and major enployers within their host communities. The
consolidated University Community Fund will continue to |everage the potential of universities to serve as catalysts for broader
revitalization in their surrounding conunities. Special attention will be paid to those classes of universities traditionally served
by the prior University Partnership programs [i.e., H storically Black Colleges and Universities (HBCU), Tribal Colleges and

Uni versities (TCU), Al aska Native/Native Hawaiian Institutions (ANNH ), and H spanic-Serving Institutions (HSI)].

The Uni versity Comunity Fund woul d al so al l ow fundi ng opportunities for colleges and universities interested in formng consortia
with other minority-serving or non-nminority-serving institutions to jointly address the community/ econon ¢ devel opnent needs of |ocal
communi ties. This option would be an additional neans of focusing diverse resources/expertise of the institutions and other program
partners on revitalizing conmunities.

Program applicants will be encouraged to undertake projects that address a broad range of comunity and econonic devel opnent

activities, with renewed enphasis on energy conservation, financial literacy prograns and homeownership traini ng/ counseling prograns,
and assist in strengthening communities to sustain | ong-term econom c devel opnment benefits.
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8. Transformation Initiative. The Transformation Initiative allow the Secretary the necessary flexibility to undertake an
integrated and bal anced effort to inprove program performance and test innovative ideas. One percent of the funds appropriated for
the CDBG account may be transferred to the Transformation Initiative account to undertake research, denonstrations, technical

assi stance, and technol ogy i nprovenments. Wthin 30 days of enactnent, 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. Exanples of
projects that could be undertaken with Transformation Initiative funding in respect to the CDBG account include: Technical

Assi stance, | nformational Technol ogy, Research, and Denonstrations. More details on the overall transformation initiative and these
projects are in the justification for the Transformation Initiative account.

PROGRAM DESCRI PTI ON AND ACTI VITY

1. Legislative Authority. CDBGis authorized by Title | of the Housing and Community Devel opment Act of 1974, as anended.

2. Program Area Organi zation. The CDBG program provides flexible funding for comunities across the nation to devel op and i npl enent
comuni ty and econom c devel opnment strategies that primarily benefit | ow and noderate-incone individuals. G antees access their CDBG
funding through the Consolidated Plan process in which States and localities establish their local priorities and specify how they

woul d nmeasure their performance. A locality's Consolidated Plan serves as the planning and applicati on mechani sm for CDBG funds.
Entitlenent grantees evaluate their performance through the Consoli dat ed Annual Performance and Eval uati on Report; States prepare a
Per f ormance Eval uation Report.

a. Program Purpose. Title | of the Housing and Community Devel opnent (HCD) Act of 1974, as anended, authorizes the Secretary to
make grants to units of general |ocal governnent and States for the funding of |ocal community devel opment progranms. The progranms
primary objective is to develop viabl e urban comunities by providi ng decent housing and a suitable |iving environnent, and by
expandi ng economi ¢ opportunities, principally for persons of |ow and noderate-incone.

b. Eligible Recipients and Activities

Eligible Recipients. Eligible COBG grant recipients include States, units of general |ocal governnent (city, county, town,
townshi p, parish, village or other general purpose political subdivision determi ned to be eligible for assistance by the Secretary),
the District of Colunbia, Puerto Rico, Guam the Virgin Islands, American Sanmpa, and the Conmonweal th of the Northern Marianas. A
separat e program the Indian Comrunity Devel opnent Block Grant program is admnistered by the Ofice of Public and Indian Housi ng and
provides funding to recognized Native Anerican tribes and Al askan Native villages.

Eligible Activities. Section 105 of the HCD Act of 1974, as anended, permts a broad range of activities to be undertaken by
conmmuni ties assi sted under the program ranging fromthe provision of public facilities or services to econom c devel opnent or
resi dential rehabilitation, including the reconstruction of housing.

Fund D stribution. CDBG funds have been al located to States and |ocalities based on the fornul ae descri bed bel ow. After
deducti ng a designated anount for the Insular Areas CDBG program 70 percent of funds are allocated to entitlement comunities and
30 percent are allocated to States for non-entitl enent conmuniti es.
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c. Explanation of Funds Allocated by Recipient Category

1. Entitlenent. The HCD Act of 1974, as anended, provides for the distribution of funds to eligible recipients (netropolitan
cities and urban counties) for community devel opment purposes utilizing the higher amount produced by one of two fornulas, as shown:

ORI Gl NAL FORMULA SECOND FORMULA
Poverty - 50 percent Poverty - 30 percent
Popul ation - 25 percent Popul ation growt h | ag
Over crowded housing - 25 percent (1960-2000) - 20 percent

Age of housing stock - 50 percent)

"Age of housing stock" means the nunber of existing year-round housing units constructed before 1940, based on Census data.
"Popul ation growth |lag" neans the extent to which the current popul ati on of a netropolitan city or urban county is |l ess than the
popul ation it would have been if its population growth rate between 1960 and the date of the nbst recent popul ati on count had been
equal to the growmh rate of all nmetropolitan cities over the same peri od.

Metropolitan Gties. Principal cities of netropolitan area (MAs), other cities in MAs wi th 50,000 or nore popul ation, and
cities that retain metropolitan city status as a result of previously neeting the criteria as metropolitan cities are entitled to
funding on the basis of one of the formulas. For fiscal year 2008, 989 netropolitan cities were eligible to receive grants. O
these, 27 elected to enter into joint grant agreements with their urban counties and 19 eligible grantees deferred their status.

Urban Counties. The statute also entitles urban counties to fornula grants. In fiscal year 2008, 184 counties net the
required population threshold and are thus eligible for formula funding. These urban counties include over 4,000 cooperating |ocal
incorporated units of government receiving funding under the program The urban county has to have authority to undertake essentia
communi ty devel opnment and housi ng assistance activities in its participating incorporated communities either under State | aw or
through cooperation agreenents. These agreenments have to express the intention of the urban county and its incorporated jurisdictions
to cooperate in essential comunity devel opment and housing assi stance activities, specifically urban renewal and publicly assisted
housing. Participation by any included unit of governnent is voluntary. An urban county's qualificationis valid for a 3-year
peri od.

2. Non-entitlenment (State/Small G ties Program). Non-entitlenment funds are allocated anong the States according to a dual
formula, with the allocation being the higher of anmounts determ ned under the original fornula or a second formul a which is identical
to that used for entitlement communities, except that population was substituted for growth lag. Under the HCD Act of 1974, as
anended, any State that elected to admnister the Small Gties programin fiscal year 1985 or thereafter was considered to have
assuned this responsibility permanently. The State of Hawaii is the only State that permanently elected not to adm nister the State
CDBG program and HUD, therefore, adm nisters grants to non-entitlenment units of governnent in Hawaii .

3. Reallocation of Entitlenment Funds. CDBG anounts allocated to a nmetropolitan city or urban county in a fiscal year, which
becone available for reallocation as a result of an eligible community not applying for its allocation, are first reallocated in the
succeeding fiscal year to other nmetropolitan cities and urban counties in the same Metropolitan Statistical Area (MSA). These
comruni ties have to follow a sinple certification process to qualify for receipt of these funds. Funds recaptured as a result of
financi al sanctions under Section 104(d) or Section 111 of the Housing and Community Devel opment Act of 1974, as anended, are set
aside to provide assistance to nmetropolitan areas, which are the subject of a presidentially declared disaster.
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4. Reallocation of Non-entitlement Funds. Existing |aw requires that anounts allocated for use in a fiscal year in a State
whi ch becones avail able for reallocation have to be reallocated according to the following criteria:

e in the case of actions against Hawaiian snall cities, amunts that becanme available for reallocation are to be added to
anounts avail able for distribution in Hawaii in the fiscal year after the year in which the amounts becanme avail able; and

e in the case of actions against a state or if a state does not successfully apply, these ambunts are allocated anmong all
States in the succeeding fiscal year.

5. Consolidated Plan Requirenent. The Consolidated Plan is the vehicle by which communities identify comunity and
nei ghborhood devel opnent needs, actions to address those needs (including specific activities on which CDBG dollars will be spent),
and the neasures agai nst which their performance will be judged. The Consolidated Plan also provides a neans for identifying key | ow
i ncome nei ghborhoods for targeted multiyear investment strategies.

In order to receive CDBG entitlenment funds, a grantee develops and submits to HUD its Consolidated Pl an and Annual Action
Pl ans, which are a jurisdiction's plan and subm ssion for funding under the foll owi ng Conmunity Pl anning and Devel opnment formula grant
programs: CDBG HOME | nvest ment Partnershi ps, Housing Qpportunities for Persons Wth AIDS (HOPWA), and Energency Shelter Gants
(ESG). In its Consolidated Plan, the jurisdiction nust identify its goals for these community planni ng and devel opnent prograns, as
wel | as for housing prograns.

States participating in the State CDBG program al so devel op and submt to HUD a Consolidated Plan simlar to those required
of entitlenment comunities. However, in place of a listing of proposed funded activities, each State has to describe its funding
priorities and has to describe the method it intends to use to distribute funds anbng conmunities in non-entitlenment areas. Each
participating State al so submts a series of certifications as part of its Consolidated Pl an.

6. Performance Review CDBG grantees (entitlement comunities and states) annually review and report to HUD on their progress
in carrying out their strategic and action plans for community devel opnent. This includes a description of CDBG funds nade avail abl e
to the grantee, the activities funded, the geographic distribution and |ocation of the activities and the types of famlies or persons
assi sted (beneficiaries), and a report of the actions taken to affirmatively further fair housing. The report includes an assessnent
by the grantee of the relationship of its use of funds to the specific objectives identified in the Consolidated Pl an.

HUD is required to nonitor or audit a grantees' performance, at |east annually, to determ ne whether activities were
carried out in a timely manner, whether activities and certifications were carried out in accordance with all applicable | aws, and
whet her the grantee had continuing capacity to carry out the program In the case of States, HUD nonitors to determne if the State
had distributed funds in a tinmely manner, consistent with its nmethod of distribution, was in conpliance with CDBG requi rements and
other applicable |aws and whether the State conducted appropriate reviews of the grants that it awarded to |ocal governnents. HUD is
authorized to termnate, reduce, or limt the availability of the funds of a grantee according to nonitoring findings, follow ng the
opportunity for a consultation or in sone cases follow ng a hearing before an admnistrative |aw judge.

7. Tinmely Expenditures. One managenent concern for CDBG had been the untinmely expenditure of funds by sone grantees. The
Department has reduced the nunber of entitlenment grantees that are untinmely (defined as having undrawn funds exceeding 1.5 tines the
nmost recent grant) and the dollars associated with those grantees. HUD i npl emented a policy that provides an entitl ement grantee
1 year fromthe date it is identified as untinely to neet the standard. Failure to neet the drawdown standard by the next measurenment
date, absent a show of circunstances beyond the grantee’s control, results in a grant reduction of the ambunt exceeding the standard.
As a result, the nunber of untinmely grantees has been reduced froma high of 309 to 62 grantees in April 2009.
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At HUD s urging, a nunber of States inplenmented changes to their prograns to increase the rate of expenditure of State CDBG funds by
state grant recipients. These changes have borne results. Since 2003, the cunulative expenditure rate for the State CDBG program has
increased, and the cunul ative bal ance of unexpended funds has decreased. As of May 2003, states collectively were expendi ng

96.7 percent of their annual allocations per year. As of March 2009, the cunulative national expenditure rate was 105. 3 percent of
the annual allocation anpbunt, thereby reducing accunul ated bal ances. Since June 2004, the average expenditure rate has generally
exceeded 100 percent of the States’ cunulative allocation. |In addition to program changes, the increase in the rate of expenditure
can be associated with the reduction in the annual grant ambunts to states (an average of nore than 17 percent over the period fiscal

years 2003 2008) based on | ower appropriation levels.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program Of f set s
(Dol lars in Thousands)

Sust ai nabl e Communi ties Anpunt

2008 ADPPropriati ON ...

2009 Appropriati on/ Request . ... ... e ..
2010 REQUEST .o\ttt $150, 000
Program I nprovement s/ OF fset s .. ... e +150, 000

Proposed Acti ons

The Departnment of Housing and Urban Devel opment proposes $150 million for a Sustainable Conmunities Initiative for fiscal year 2010.
HUD bel i eves that affordable housing is best developed “in context” of comunities and regi ons, because proximty to transit, jobs,
and retail and other amenities influences the long term success of both the housing and its occupants. Wl kable, transit-oriented,
m xed-i ncome and m xed-use conmmuni ties substantially reduce transportation costs (now a greater part of nmany fanily budgets than
housi ng costs), create energy savings (by reducing Vehicle-Mles Travel ed), and enhance access to enpl oynent and educati onal
opportunities. This Initiative would have several conponents.

First, this Initiative would fund a joint $100 m|lion HUD/ DOT regi onal planning effort to catalyze the next generation of
metropolitan transportation, housing, |and use and energy planning using the nost sophisticated data, analytics and G S mappi ng.
These i ntegrated plans would informstate, netropolitan and | ocal decisions on how and where to allocate Federal, state and | ocal
transportation and housing i nvestments. The end result would be to tighten the nexus between transportati on and housing i nvestnents
as a neans to drive nore sustai nabl e devel opment patterns, reduce greenhouse gas em ssions and give residents nore housing choices
near transport and transit nodes.

Second, this Initiative would fund a $40 nillion challenge grant to help localities undertake a new wave of zoning and |and use reform
that is nore sustai nable and green. These investnments would provide a local conplenent to the broader metropolitan planning effort
descri bed above, enabling those changes in local |and use policy and practice that are necessary to i npl enent a broader vision for
growt h.

Finally, the Initiative would provide $10 mllion for a joint HUD DOT research effort designed to advance transportati on and housing
i nkages on a nunber of |evels.

Backgr ound
In the past 15 years, wi despread frustration with sprawing and stratified devel opment patterns has precipitated an explosion in
metropolitan thinking and action across the United States. A new policy |language—“smart growth,” “livable comunities,” “sustainable

devel opnent,” “regional equity”--has energed to describe efforts to curb sprawl and traffic congestion, pronote urban reinvestnent,
reduce greenhouse gas em ssions and enhance access to opportunity.

Q18



Comuni ty Devel opnent Bl ock Gants
Several trends should be noted

First, the relationshi p between housi ng, transportation, energy and climte change has become mani fest. Housing and the built
envi ronment nore broadly are major contributors to energy consunpti on and gl obal warm ng. Residential buildings alone account for
20 percent of U. S. carbon em ssions. The transportation sector accounts for another third of carbon em ssions, in part because
sprawl i ng devel opnent patterns separate jobs and houses and, without adequate transit systens, necessitate car travel

Second, the social inplications of stratified growh patterns have grown nore apparent and conplex. As netropolitan areas spraw
outward and j obs becone increasingly dispersed, fewer | owwage and mnority renters can find housing near their work. Wile nost jobs
are added in outer suburbs, affordabl e housing renamins disproportionately located in urban and ol der suburban nei ghborhoods or in
distant exurbs. This is due to the fact that exclusionary zoning laws |limt the devel opnent of affordable housing in growi ng suburban
comruni ties

Nati onally, 45 percent of all renters and two-thirds of poor renters live in central cities. Thus, many |lowincone famlies
particularly famlies of color, live in neighborhoods that limt their ability to access quality jobs and good schools and build
wealth for their famlies. The unbal anced nature of metropolitan housing patterns also places enornmous strains on urban and suburban
househol ds as commutes | engt hen and gas prices rise. The conbination of housing and transportation costs now average near 60 percent
of income for working famlies in metropolitan areas.

Finally, the Federal role in pronoting unsustainable growh patterns is incontrovertible. It is well documented that Federal housing
prograns and policies have contributed to racially and economcally stratified patterns of developnent. Public housing was often
sited “on the wong side of the tracks”—n segregated areas of extrenme poverty—to mnimze opposition. Lowincome housing tax credits
give preference to projects located in nei ghborhoods of distress. Vouchers, although portable in theory, are often not portable in
practice since they are adm nistered by l|ocal public housing agencies that rarely represent the geography of nmetropolitan housing
markets. Wth few exceptions, neither HUD nor states and localities even exam ne | ocation efficiency (e.g., the potential I|ocation of
af fordabl e housi ng devel opnents near transit), nor do they encourage smart zoning and planni ng reform when allocating resources under
a broad array of prograns.

Beyond housing, the Federal government’'s policies and rules are narrowy defined, poorly coordi nated, and often work at cross-
purposes. Federal prograns dealing with housing, transportation, and energy issues, for exanple, remain largely divorced fromeach
other, precluding the smartest sort of integrated probl emsolving. For exanple, while Federal transportation policy continues to
di sproportionately invest outside of the core areas of netropolitan Anerica, Federal housing policy, as noted above, continues to
favor the concentration of affordable housing in central cities.

Federal requirenents for transportati on and housing planning are particularly disconnected. For exanple, HUD requires states, cities
and counties, as a condition for receiving fornula grants, to prepare a 5-year Consolidated Plan, as well as an annual Action Pl an
esti mating housing status and needs. These pl ans have beconme largely pro fornma, do not take land use or transportation into account,
and are for political jurisdictions, not regions. At the same tine, DOT requires states and nmetropolitan areas (through Metropolitan
Pl anni ng Organizati ons--MPGs) to develop a 20 year Long Range Transportation Plan and a 4-year Transportation |nprovenment Program
(TIP). Wile taken nore seriously, and regional in scope, these plans do not consider housing and | and use patterns, or broader
sustainability goal s.

The silo driven nature of Federal policy and program extends to data coll ection, performance neasurenment, research and eval uation.

Al t hough transportation costs now approach or exceed housing costs for working fam lies, Federal “affordability” definitions and
assessnents do not join these costs together, continuing the distortions in Federal policy toward |ocations that undercut
affordability goals because of associ ated energy and transportation costs exists. Under Congressional direction, DOT and HUD are j ust
begi nning to collect information on the rising phenomenon of transit-oriented devel opment, including an inventory of affordable
housi ng devel opnents near transit, increnmental inpacts on transit ridership fromsuch devel opnents, changes in zoning ordi nances that
pronot e af fordabl e housing near transit, and other performance indicators including conbi ned housing and transportation affordability
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Sust ai nabl e Communities Initiative

To pronote nore environnentally sustainable and socially inclusive growh patterns, HUD proposes a $150 mllion Sustainabl e
Communities Initiative for fiscal year 2010. |In addressing the challenges described above, this Initiative al so represents a major
contribution to the m ssion of a Federal interagency worki ng group on Transportation, Land Use and Cimate Change.

The Initiative woul d have three essential conponents.

First, the Initiative would dedicate $100 million for a regional planning effort to be jointly adm nistered by HUD and DOT. The goa
of this effort woul d be to enable nmetropolitan areas (and, in sone cases, their States) to set a vision for growth and then apply
Federal transportation, housing and other investnents in an integrated way i n support of the broader vision

This regional planning effort woul d seek to assist states and netropolitan areas in one of their hardest tasks: that of transcendi ng
policy stove-pipes and di sconnected transportation and housi ng prograns that expand detrimental devel opnment. To that end, the new
chal  enge would entice netropolitan-area |leaders to design and i nplement truly integrated transportation, |and use, and housi ng plans
ained at pronoting quality regional place-making and environmental sustainability in fresh and structural ways.

ldeally, HUD and DOT woul d entertain joint applications between netropolitan planni ng organi zati ons and consortia of |ocal recipients
of HUD bl ock grant assistance. Funding generally would be used to support the devel opment of integrated, state of the art regiona
devel opnent plans that use the |latest data and nost sophisticated anal ytic, nodeling and mapping tool s avail able

Pref erence woul d be given to applications that show evidence of long term structural coll aboration between the di sparate housing,
transportation and planni ng agencies, illustrate the deep engagenent of busi ness, government and civic | eaders and denonstrate the
intent to use planning to drive allocation decisions around Federal resources as well as |land use decisions at the | ocal | evel

Pref erence al so would be given to plans that go beyond transportati on; housing and |and use plans and incorporate other key elenents
of the built environment, including econom c clustering, energy usage and environnmental inpacts.

W anticipate that the Federal cost for these advanced plans would average $3 million-$5 mllion and woul d be supplemented by funds
fromother state and | ocal sources. The goal would be to create replicable nodels that can be transferred to and depl oyed by
conparabl e agencies in other parts of the country. In the long run, Federal transportati on and housi ng prograns could be revised to
require integrated regional devel opment plans, and reward grantees that perform at the hi ghest |evel

HUD bel i eves that the $100 mllion request, continuously budgeted and appropriated over the comng years, is needed to ensure that the
preponderance of the nation's top 100 netropolitan areas (with popul ations over 500, 000) benefit from state-of-the-art planning and
design. We believe that that this investment is necessary to ensure that much nore substantial investnents in transportation, housing
and other areas of donestic policy are designed and inplemented in ways that can have transformati ve i npacts on econoni c, social and
environmental priorities. A relatively small amount of planning funds could provide a platformfor the deploynent of effective
strategies: transit oriented devel opnent, congestion pricing schenes, brownfield renediation, even regional econonm c cluster and

wor kforce housing initiatives

The timng of this initiative is propitious. |In the next year, the |law governing surface transportation prograns is set to expire and
Congress will likely enact a new framework for Federal transportation policy, authorizing hundreds of billions of dollars for highway
and transit in the process. It is likely that this reauthorization will challenge states and nmetropolitan areas to design and

impl ement a new wave of transportation solutions that seek to ease growi ng congestion in major netropolitan areas while enhancing
metropolitan conpetitiveness and reduci ng greenhouse gas enissions. Achieving those priorities is possible only if transportati on and
housing interventions are joined up, sparking nore balanced growmth patterns and expanding choices for residents and businesses

Second, the Initiative would dedicate $40 million to a Metropolitan Chall enge Grant that would seek to entice state, nmetropolitan and

local |eaders to make market shifting changes in local zoning and | and use rules—n essence to flip the current equation and nake
sust ai nabl e growth easy and counter-productive growth hard.
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To make it easier to build housing in older comunities, the Challenge G ant would arm states and localities with the resources needed
to revise local zoning rules for downtown areas, comercial and even industrial areas in cities and older suburbs. To make it easier
to rehabilitate ol der buildings, the Challenge G ant would |ikewi se give states and localities the resources to overhaul buil ding
codes. To nake it easier to expand the supply of noderately priced housing within their borders, particularly nultifam |y dwellings,
bot h urban and suburban jurisdictions would be eligible to conpete for resources to reduce regulatory barriers and expl ore innovative
reforms |ike inclusionary zoning.

HUD s experience shows that many jurisdictions, particularly suburban jurisdictions, sinply do not have the resources or planning
capacity necessary to undertake sophisticated zoning and | and use reform The efforts by larger cities (e.g., New York, Chicago,
Washington, D.C ) over the past decade illustrate the power of zoning reforms to unlock the hidden vitality of waterfront and fornmner
manufacturing areas and pronote nore sustai nable patterns of devel opment. Extending these innovations to smaller cities and suburban
jurisdictions will require investment by the Federal governnent.

As with the investment in regional planning, HUD believes that a relatively snall investnent in local zoning and |and use reformw ||
have dramatic inpact over time. Through these investnents, HUD will help establish a new normfor land use practice in the United
States and a new network of local experts that can help replicate innovative techni ques quickly and efficiently, to avoid any
necessity for each nunicipality, city and county to “reinvent the wheel.”

Finally, the Initiative woul d dedicate $10 mllion for a major research and evaluation effort that is jointly adm nistered by DOT and
HUD. This effort woul d aggressively engage on joint data devel opment, information platforns, analytic tools and research to better
track housing and transportation expenditures by location, create broader neasures of affordability, establish standardized and
efficient performance nmeasures, such as VMI or location efficiency, identify best practices in transit oriented devel opnent, eval uate
location efficient nortgages and energy efficient nortgages, and then to create products that nove this information into the

mar ket place to informprivate i nvestnment decisions as well.

Al these efforts will be administered by a new Office of Sustainability and Metropolitan Planning, in close coll aboration with the

Ofice of Policy Devel opment & Research as wel|l as other programoffices in the Departnent. One of the first acts of this new Ofice
will be to strengthen and enhance the joint DOT/HUD working group mandated by Congress.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Section 108 Loan Cuarantees Anount
2008 ApPropriati ON ... ... $8, 565
2009 ReqUEST . . vt 9, 165
2010 ReqUESt o .t
Program I nprovement s/ OFf Set s .. ... -9, 165
2007 2009 Budget 2008

2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Total 2010

Budget Activity Aut hority Into 2008 Resour ces bl i gations Request Into 2009 Resour ces Request

Section 108 Loan
Quarantees............ $8,565 a/ $69 $8, 634 $8, 634 9, 165 b/ $941 $10, 106

a/  This amobunt includes $4.5 million in discretionary appropriations and $4.065 nmillion in a nandatory appropriation for an upward
re-estimate of credit subsidy.

b/ This anount includes $6 million in discretionary appropriations and $3.165 million in a mandatory appropriation for an upward re-
estimate of credit subsidy.

Proposed Acti ons

No appropriation for credit subsidy is requested for the Section 108 Loan Guarantee programin fiscal year 2010. |Instead HUD proposes
| egi sl ative changes that would enable HUD to charge borrowers a fee to make this a zero credit subsidy program For fiscal year 2009,
the Congress provided a | oan guarantee authority |level of approximately $275 mllion based on credit subsidy of $6.0 mllion.

Loan Perfornmance

No Section 108 loan is in default or delinquent on a paynent. HUD has never paid a claimfroma holder of a guaranteed obligation as
aresult of a default, due in part to the availability of CDBG funds for repaynent if planned repaynment sources are insufficient.
Since 1998 communities have been required to differentiate between planned use of CDBG funds for Section 108 debt service and

unpl anned use. Planned use of CDBG funds is associated with projects (e.g., public facilities) that generate little or no revenue.
Unpl anned use of CDBG funds occurs upon a revenue shortfall in the intended repayment source. |In fiscal year 2008, planned

Section 108 outl ays were $139 million, and unplanned Section 108 outlays were $7.4 mllion.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars in Thousands)

I nsul ar Area CDBG Program Anount
2008 APProPri ati ON ..ot $7, 000
2009 Appropriati on/ Request . ... ... . e 7,000
2010 ReqUEST ... 7,000

Program I nprovement s/ Of fSet s .. ...

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 Obli gations Request Into 2009 Resour ces Request
I nsul ar Area CDBG
Program.............. $7, 000 $6, 930 $13, 930 $6, 930 $7, 000 $6, 036 $13, 036 $7, 000

Proposed Acti ons

The Housing and Conmunity Devel opment Act of 1974 was anended to provide a Section 106 (fornula) CDBG fundi ng nmechani sm for | nsular
areas by the enactment of Title V of the American Dream Downpayment Act (P.L. 108-186). Beginning in fiscal year 2005, the Insular
CDBG program is authorized under section 106(a) rather than 107(a) of the Housing and Comrunity Devel opment Act of 1974, as anended
(42 USC 5301ff), and regulations are found at 24 CFR Part 570. The Insular areas of Guam the Virgin Islands, Anerican Sanpa, and the
Nort hern Mariana Islands are eligible to participate in the Insular CDBG program
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

I ndi an Tri bes Anount
2008 ApPPropri ati ON ...t $62, 000
2009 Appropriati on/ Request . ... ... e 65, 000
2000 RegUESt ...t 65, 000

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

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
Indian Tribes ......... $62, 000 $59, 505 $121, 505 $55, 730 $65, 000 $65, 774 $130, 774 $65, 000

Proposed Acti ons

In 1977, the Housing and Conmunity Devel opnent Act of 1974 was anended to provide a special funding nmechani sm the |Indian Comunity
Devel opnent Block Grant (I CDBG program for Native Anmerican conmunities. Since 1978, nore than $750 mllion has been provided for

| CDBG funding. This Budget proposes $65 mllion for Native American Housing and Econom c Devel opment Bl ock Grant activities in CDBG
Since 1974, the program has been t he backbone of inmprovement efforts in nmany communities, providing a flexible source of grant funds
for local governnents nationwi de. The program provides funds that they, with the participation of local citizens, can devote to a
wi de range of activities that best serve their devel opment priorities, provided that these projects either: (1) benefit |low and
nmoderat e-i ncone famlies; (2) prevent or elimnate slunms or blight; or (3) meet other urgent community devel opnent needs.

These funds are distributed as annual conpetitive grants. Funds are allocated to each of the six Area Offices of Native Anerican
Programs (AONAP). Applicants conpete for funding only with other Federally recogni zed tribes or eligible Indian entities within their
area. Exanples of eligible activities include: inproving the housing stock, providing comunity facilities, inproving
infrastructure, and expanding job opportunities by supporting the econom c devel opment of the comrunities, especially by non-profit
tribal organi zations or | ocal devel opment corporations. Federally recognized Indian tribes and Al askan Native Villages are restricted
fromusing block grants for construction or inprovenment of governmental facilities, governnent operations, income paynments, or unless
extraordi nary determnati ons have been made for new housing construction. Up to $4 nmillion may be used for inmnent threats to health
and safety under a separate conpetition pursuant to the regul ations in 24 CFR 1003, subpart E.

The programis authorized by section 106(a) of the Housing and Community Devel opment Act of 1974, as anmended (42 USC 5301ff).

Regul ations are found at 24 CFR Part 1003. The Office of Public and I ndian Housing, and the Ofice of Native American Prograns (ONAP)
adm nister it. Al Federally recogni zed Indian tribes and Al askan Native Villages are eligible to participate in the program

Proj ects funded by grants must prinmarily benefit |ow and noderate-income persons (generally defined as members of | ow and noderat e-
income fam lies that earn no nore than 80 percent of the nedian incone in the area).
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Rural | nnovation Fund Anount

2008 APProPri ati ON ..ot [$12,913]

2009 Appropriati on/ Request . ... ... . [ 26, 000]

2010 REQUEST .ottt e 25, 000

Program I nprovement s/ Of fSet s .. ... -1,000

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
Rural | nnovation Fund.. [$12,913] . . . [ $26, 000} . . $25, 000

Proposed Acti ons

HUD proposes to utilize $25 million in CDBG funding to fund a new Rural |nnovation Fund Initiative to pronote innovative and cost

ef fecti ve approaches to i nproving housing conditions in the nation's rural comunities. The Rural Housi ng and Econonic Devel opnent
program was funded as a separate programw thin CPD in prior years, as shown above, but proposes to elimnate its standal one nature.
HUD wi Il | provide assistance to a limted nunber of states to establish prograns that will focus resources on the particul ar housing
needs of rural communities having popul ations of 2,500 or fewer persons. HUD seeks to pronote the long-termsustainability of such
comruni ties by inproving housing conditions and energy efficiency and pairing these gains with other conmmnity w de investnents.

This effort will be conpetitive in nature and only states will be eligible to apply. States will be expected to devel op a coordi nated
program havi ng significant | everage of other HUD resources such as the HOVE program as well as funding from prograns adm nistered by
other Federal partners such as the Departnments of Agriculture, Energy, and Transportation and the Environmental Protection Agency. In
addition, HUD will require that States develop inplenentation strategies involving both | ocal governments and non-profit partners to
assist in the delivery and adm nistration of these targeted efforts. As part of the fiscal year 2010 budget process, HUD will seek
the | egislative changes necessary to use CDBG funds for this purpose and to provide states with the appropriate authorities to
inmplement this Initiative.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars in Thousands)

Uni versity Comunity Fund Anount
2008 APProPri ati ON ... ot [ $23, 000]
2009 Appropriati on/ Request . ... ... . [ 23, 000]
2010 ReQUEST .ottt e 25, 000
Program I mprovement s/ Of fSet s .. ... . e +2, 000
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 Obli gations Request Into 2009 Resour ces Request

Uni versity Comunity
Fund [ $23, 000] . . . [ $23, 000} . . $25, 000

Proposed Acti ons

HUD proposes to consol idate four separate university partnership progranms into one unified $25 mllion University Community Fund.

Wth the restructuring of the United States econony, universities have emerged as growth engines for nmetropolitan and rural econom es.
They al so serve as anchor institutions and maj or enployers within their host conmunities. The consolidated University Community Fund
will continue to leverage the potential of universities to serve as catal ysts for broader revitalization in their surrounding

comuni ties. Special attention will be paid to those classes of universities traditionally served by HUD prograns [i.e., H storically
Bl ack Col | eges and Universities (HBCU), Tribal Colleges and Universities (TCU), Al aska Native/Native Hawaiian Institutions (AN NH ),
and H spanic-Serving Institutions (HSI)].

The University Comunity Fund coul d also allow fundi ng opportunities for colleges and universities interested in formng consortia
with other mnority-serving or non-minority-serving institutions to jointly address the community/ econoni ¢ devel opnent needs of |ocal
communi ties. This option would be an additional neans of focusing diverse resources/expertise of the institutions and other program
partners on revitalizing conmunities.

Wth renewed enphasis, program applicants will be encouraged to undertake projects that address a broad range of conmunity and

econom ¢ devel oprment activities, with renewed enphasis on energy conservation, financial literacy prograns and honeownership
trai ning/ counsel ing progranms, and assist in strengthening communities to sustain |ong-termeconom c devel opnent benefits.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Section 107 Grants Anount
2008 APProPri ati ON ..ot $3, 000
2009 Appropriati on/ Request . ... ... . 5, 000
2010 ReQUESt ...t e
Program I nprovement s/ Of fSet s .. ... -5,000
2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Aut hority Into 2008 Resour ces ol i gations Request Into 2009 Resour ces Request
Budget Activity
Section 107 Grants .... $4, 000 a/ $437 $4, 437 $849 $5, 000 $3, 604 $9, 604
a/ Includes a transfer of $1 million from Urban Devel opnent Acti on Grants.

Proposed Acti ons

Techni cal assistance needs in fiscal year 2010 will be net through the Transformative Initiative (described further in a separate
Congressional Justification). HUD directly funds nmore than 1,200 state and | ocal CDBG grantees which expend nmore than $4 billion
annually in Federal community devel opnment funds. Entitlement cities fund thousands of sub-recipient organi zations, and states and
urban counties pass CDBG all ocate funds to nore than 7,000 |ocal governnents. All of these entities nust be famliar with the full
range of CDBG and cross-cutting Federal requirenents. Technical assistance needs consistently include instruction in CDBG

requi rements, performance nmeasurenment, and HUD' s Integrated Disbursenment and Information System (1D'S).
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Working Capital Fund Anount

2008 APProPri ati ON ..ot $1, 570

2009 Appropriati on/ Request . ... ... . e 3,175

2010 ReqUEST ... e

Program I nprovement s/ Of fSet s .. ... -3,175

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
Working Capital Fund .. $1, 570 . $1, 570 $1, 570 $3, 175 . $3, 175

Proposed Acti ons

Thi s Budget proposes that the needs of the Wrking Capital Fund will be met through the Working Capital Fund and the Transformative
Initiative (discussed in a separate Congressional Justification) and is included in that section of the Justification. The fiscal
year 2008 appropriation was $1.57 mllion and the fiscal year 2009 appropriation was $3.175 mllion.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars in Thousands)

Econom c Devel opnment Initiative Gants Anount

2008 APProPri ati ON ..ot $179, 830

2009 Appropriati on/ Request . ... ... . 165, 311

2010 ReQUESt ...t e

Program I nprovement s/ Of fSet s .. ... -165, 311

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 Obli gations Request Into 2009 Resour ces Request

Econom c Devel opnent
Initiative Grants .... $179, 830 $71, 449 $251, 279 $101, 236 $165, 311 $150, 044 $315, 355

Proposed Acti ons

As in fiscal year 2009 and previous years, no funding is requested for fiscal year 2010. Frequently in recent years, including fiscal
year 2009, Congress has appropriated funding for Econom c Devel opnent Initiative-Special Projects (EDI-SP). The Departnent has not
request ed these Congressional earmarks and supports funding via the existing formula program ED -SP grants provide earnmarks to

desi gnated entities for certain specified activities. No nore than 20 percent of any EDI -SP grant may be used for planning,
managenent devel opment or administrative costs, except for EDI-SP grants specifically authorized as planning grants. Congress has

al so directed that no EDI -SP grant funds may be used for program operations. Since 1998, 7,208 EDI-SP grants have been funded.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars in Thousands)

Nei ghborhood Initiative Denmonstration Anount
2008 APProPri ati ON ... ot $25, 970
2009 Appropriati on/ Request . ... ... . 19, 547
2010 ReqUEST ... e
Program I nprovement s/ Of fSet s .. ... . -19, 547
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 Obli gations Request Into 2009 Resour ces Request

Nei ghborhood Initiative
Denonstration ........ $25, 970 $10, 643 $36, 613 $20, 787 $19, 546 $15, 827 $35, 374

Proposed Acti ons

As in fiscal year 2009 and previous years, no funding is requested for fiscal year 2010. The Departnent has not requested these
Congressi onal earmarks and supports funding via the existing fornula program The Appropriations Acts in nost recent years and in
fiscal year 2009 included earnarked grants. NI D grants provide earmarks to designated entities for certain specified activities.
Since and the Departnent believes that these priorities should be established through the formula process and not through
consideration of individual grants. Since 1998, 333 NI D grants have been funded.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Di saster Assi stance Anpunt

2008 APProPri ati ON ..ot $9, 422, 860
2009 Appropriati on/ Request . ... ... ..
2010 ReQUESt ... it
Program I nprovement s/ Of fSet s .. ...

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
D saster Assistance ... $9, 422, 860 $577 $9, 423, 437 $1, 085, 533 S $8, 339, 661 $8, 339, 661

Proposed Acti ons

HUD proposes a statutory codification of CDBG disaster assistance requirenents and devel opnent of inplenenting regulations to allow
the Secretary to expedite future recovery initiatives.

CDBG di saster recovery assistance is funded through suppl enental appropriati ons. Congress appropriated $6.5 billion in suppl enental
CDBG di saster recovery funding in the fiscal year 2009 continuing resolution (Public Law 110-329). This anount available for

al l ocation was reduced to $6.1 billion due to a decision to use $377 mllion of the anobunt to fulfill a rescission requirenent inposed
upon the Department as part of the fiscal year 2008 budget process. These remaining funds will be distributed to states to address

Presidentially declared mpjor disasters that occurred in cal endar year 2008. Consistent with the directives of P.L. 110-329, the
Departnment al |l ocated $2.145 billion of this amount in | ate Novenber 2008, to 14 states, with the | argest single grant being

$1.3 billion to the state of Texas. The remaining balance will be allocated later in fiscal year 2009. This |egislation also
provided the O fice of Community Planning and Devel opnent with $6.5 million in Salaries and Expenses funds that nmust be used to
support administration of the $6.1 billion in disaster recovery funding as well as the CDBG rel ated Nei ghborhood Stabilization Program

(NSP) established pursuant to the requirements of the Housing and Econoni c Recovery Act of 2008 (HERA) (Public Law 110-289).

Publ ic Law 110-252 appropriated $300 million in CDBG di saster recovery funding to address Presidentially declared major disasters that
occurred in May and June of 2008. These funds were been distributed to a total of 15 states with the |argest grant bei ng nade
avai l able to the states of lowa and Indiana to address effects of w despread flood damage.

Public Law 110-116 appropriated an additional $3 billion in fiscal year 2008 for costs associated with the Road Honme Homeowner
Assi stance program adm ni stered by Louisiana. Congress appropriated these amobunts due to an estimated shortfall for Louisiana s Road
Honme Honmeowner Assi stance program Funds appropriated have been allocated to Louisiana, but as directed by statute, grantees w Il not

draw down funds fromthe Treasury beyond the excl usive purpose of conpensating eligible clainms.
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Fi scal year 2006 CDBG disaster recovery assistance supplenmental appropriations, in the wake of Hurricanes Katrina, Rita, and WI ma,
have achi eved notably expeditious spend-down rates. As of March 27, 2009, $12 billion (60 percent) of the $19.7 billion made

avai | abl e over three supplemental appropriations has been disbursed. O the grantees, Louisiana has disbursed $9.1 billion of
$13.4 billion (67 percent), Mssissippi has disbursed $2.7 of $5.5 billion (49 percent), and Texas has di sbursed $126 miIlion of
$523 mllion (24 percent). Average spend-down rate for the typical CDBG grant over 2 years is 34 percent.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Section 805 Econom c Devel opnent training

2008 Appropri ation
2009 Appropri ati on/ Request
2010 Request
Program | nprovenent s/ Of fset s

Armount

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
Section 805 Econonic
Devel opnent training . C $213 $213 $2 C $211 $211
Proposed Acti ons
No new funding is requested for fiscal year 2010 and carryover funds will be used for training in community and econoni c devel opnent

ar eas.
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Yout hbui | d

2008 Appropriation ............. . ...
2009 Appropriation/ Request ................
2010 Request ...
Program | nprovenents/Offsets ..............

Proposed Acti ons

COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars in Thousands)

Anount

An obligation of $1.4 mllion was made out of carryover fromfiscal year 2006 funds.

Q34



Comuni ty Devel opnent Bl ock Gants

COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
Program O fset s
(Dol lars i n Thousands)

Anerican Recovery and Rei nvestnent Act Anount

2008 ApPropriati ON ... .. ..
2009 Appropriati on/ Request . ... ... . $3, 000, 000

2010 ReqUEST ... e
Program I nprovement s/ Of fSet s .. ... . - 3,000, 000

Proposed Acti ons

The Anerican Recovery and Reinvestment Act (Recovery Act), enacted in February 2009, provided $3 billion in a suppl enental
appropriation for CDBG and t he Nei ghborhood Stabilization Program CDBG received $1 billion and NSP 2 received $2 billion. CDBG will
be divided as follows: $973 nillion to the regular fornula program $7 million to Insular Areas, $10 million for Indian CDBG and

$10 mllion for technical Assistance. Also, $50 million of the $973 million will also be used for technical Assistance. The
$2 billion for NSP 2 will all go to conpetitive grants.
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COVWUNI TY PLANNI NG AND DEVEL CPMENT
COVWUNI TY DEVELOPMENT BLOCK GRANTS
Per f ormance Measurenent Tabl e

Program Nane:

COVMMUNI TY DEVELOPMENT BLOCK GRANTS

Program M ssi on:

self-sufficiency to mllions of |ower-income Anmericans.

conmmuni ties by expandi ng opportunities,
persons of |ow and noderate-incone.

and to provi de decent

CDBG is a primary vehicle for the revitalizati on of our

Nati on’ s nei ghbor hoods,

provi di ng opportunities for

The programis primary objective is to devel op viable urban

housing and a suitable living environnent,

principally for

Per f ormance | ndi cat ors

Data Sources

Per f ormance Report

Per f or mance Pl an

2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
HUD s maj or programs will pronote Top of Form 120, 936 125, 679 120, 843 119, 079
af f ordabl e housi ng opportunities to Bottom of Form
indi vidual s and famli es.
Rent al househol ds and rental units will Top of Form 25, 552 21,418 20, 781 20, 293
be assisted through nmajor HUD programs. [Bottom of Form
Expand use of CDBG for economic Top of Form 42,013 38,214 36,779 36, 057
opportunity by creating or retaining at
| east 36,090 CDBG jobs. al Bottom of Form
G antees expend at |east 90 percent of Top of Form 92% (Ent.) 95. 6% Ent .) 90% 90%
state and entitl ement CDBG funds on Bottom of Form 96% (St ate) 96% (State)
activities that benefit [ ow and
noder at e-i ncone per sons.
El i m nate the blighting influence of Top of Form 5, 000 9, 180 5,000 5, 000
+vacant ) boar ded up, or abandoned Bottom of Form
properties.
I ncrease econoni ¢ opportunity through Top of Form NA NA 66% 66%
t he use of CDBG funds in 66 percent of Bottom of Form
entitlenment grantees that have
unenpl oynent rates above the national
unenpl oynent rate.
Fi nanci al managenent and targeting of Top of Form 20% 22% 20% 20%

CPD programresources to neet the needs
of underserved popul ations maxi m zed

t hrough the nonitoring of 20 percent of
CPD program grantees for conpliance

wi th program requirenments.

Bott om of Form
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Perf ormance | ndi cators Data Sources Per f ormance Report Per f ormance Pl an
2008 PI an 2008 Actual 2009 Pl an 2010 Pl an
At | east 17,000 units of rental housing Top of Form NA NA 17,000 units

wi |l be in devel opment or in service by
Sept ember 2009 in the area affected by
t he 2005 Gulf Coast Hurri canes.

Bott om of Form

At | east $9 billion of CDBG disaster Top of Form 130, 000 141, 236 145, 000
recovery funds will be disbursed for Bottom of Form househol ds househol ds househol ds
homeowner conpensation paynents;

145, 000 househol ds in Loui si ana and

M ssi ssi ppi .

At | east $700 million will be obligated Top of Form NA NA $700 m|1ion

by States to the local projects for
restoration and enhancenent of
infrastructure throughout the five Gulf
States receiving suppl enental CDBG

di saster recovery funding by Septenber
2009.

Bott om of Form

NA = Not Applicable.
TBD = To Be Determ ned.

a/ Section 108 projected jobs (6,000) are included in fiscal year 2009 given credit subsidy of $6.0 mllion. For fiscal year 2010,
job estinmates is based on projected use of same | evel of Section 108 comm tnments using proposed fee structure.

Expl anati on of | ndicators

Previ ous neasures of CDBG program perfornance were general output indicators and, where continued in fiscal years 2009 and 2010,
refl ect projections based on recent appropriations and spendout of resources fromfiscal year 2008 and prior years.

CPD has taken significant steps to devel op outcome performance indicators to better denobnstrate quantitative and qualitative results
achi eved with CDBG funds. The primary effort was the devel opnent of a performance nmeasurenent framework that covers all four formula
prograns adm ni stered by CPD-—-CDBG, HOVE, HOPWA and ESG. The performance neasurenent franmework was the product of alnost 2 years
effort involving HUD, public interest groups representing CPD's grantee stakehol ders and OMB. The framework establi shes a natri x of
obj ecti ves and outconmes based on the broad statutory purposes of the four CPD prograns. Beyond the objectives and outcones, grantees
will be required to report on indicators that are applicable to the individual activities they are funding. Sonme indicators are
conmmon to nearly all programactivities while others are activity specific indicators that are relevant only for the specific activity
bei ng undertaken. Al reporting pursuant to the performance neasurenment framework is being inplenmented through HUD s I ntegrated

Di sbursenent and Information System (1D S).
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Strategic Goal A: Increase Homeownershi p Opportunities

The source of data for actual acconplishnments is reported using the Integrated Disbursenent and Information System (1D'S) and Annual
Progress Reports.

The CDBG program has directly supported Strategic Objective A 1, “Expand national honeownership opportunities” in that the |argest use
of CDBG funds is for housing related activities chosen at local discretion. CDBG housing activities not only directly fund
homeownership activities, but also support rental activities, which preserve existing affordabl e housing stock and help transition
fam lies frombeing renters to honeowners. The CDBG program assisted 125,679 househol ds either through homeownershi p assi stance or
housing rehabilitation assistance in fiscal year 2008, and plans to assist 120,843 in fiscal year 2009 and 119,079 in fiscal year
2010.

Strategic Goal B: Pronote Decent Affordabl e Housing

The CDBG program has directly supported Strategic Objective B.1, “Expand access to affordable rental housing.” |t assisted
21,418 households in fiscal year 2008, and plans on assisting 20,781 households in fiscal year 2009 and 20,293 in fiscal year 2010.

Strategic Goal C. Strengthen Communities

The CDBG program supports Strategi c Goal C, specifically Objective C.2: “Enhance sustainability of communities by expandi ng econom c
opportunities.” Through CDBG and Section 108, 38,214 jobs were created or retained in fiscal year 2008, with CDBG accounting for
31,723 of those jobs and the Secti on 108 program accounting for 6,491 jobs. |In fiscal year 2009, a total of 30,779 jobs are expected

to be created or retained through the CDBG program based on the availability of $275 mllion in Section 108 authority for fiscal year
2009, Section 108 is projected to support 6,000 additional jobs, thus bringing the total to 36, 779 jobs.

CDBG grantees are required to expend at |east 70 percent of funds in a designated period (1, 2 or 3 years, as sel ected by the grantee)
for activities that primarily benefit |low and noderate income persons. HUD has traditionally expressed this indicator in separate
terns for the Entitlement and State CDBG prograns but has chosen to conbine the results in a single indicator neasured against the
baseline of the statutory 70 percent standard. For fiscal year 2010, CPD is establishing for grantees the goal of expending at |east
90 percent of state and entitlenent CDBG funds for activities that benefit | ow and noderate-income persons.

CPD will also continue to refine indicators relating to Qulf Coast recovery efforts being undertaken with CDBG suppl enental
appropriations. Through the end of fiscal year 2008, state recipients of such funding, nost particularly the states of Louisiana and
M ssi ssippi have focused on inplementing homeowner conpensati on programs. Attention in fiscal year 2009 and beyond will focus on
other aspects of the Gulf coast recovery effort, specifically those related to rental housing production, econom c devel opnent and
infrastructure projects.

In fiscal years 2009 and 2010, CPD will continue to track grantee’s use of CDBG funds annually to elinminate the blighting influence of
5,000 vacant, boarded up or abandoned properties consistent with the Departnment’s strategic plan. 1In fiscal year 2008, grantees
addressed 9,180 blighted properties with CDBG support.

Effi ci ency Measures

The efficiency neasures selected for the CDBG program focus on per unit costs of housing rehabilitation activities for single fanly
and nultifanmly units. In fiscal year 2008, the average single fam |y unit rehabilitation cost for all units assisted was

approxi mately $4,980 per unit. This included mnor repairs and inprovenents that address safety and security issues. |f such repairs
and inprovenents are excluded and the focus is on nore substantial rehabilitation efforts, the cost per single famly unit rises to
approxi mately $7,468 per unit. For multi-unit rehabilitation in fiscal year 2008, per unit costs were approxi mately $5,258. [|f ninor
repairs and i nprovenents as descri bed above are excl uded, per unit costs rise to approximately $5,688 per nmultifamly unit.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT 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 ained bel ow. New
| anguage is italicized and underli ned.

For assistance to units of State and local government, and to other entities, for econonic and community devel opment activities, and
for other purposes, [$3,900,000,000]$4, 450,000,000, to remain avail able until Septenber 30, [2011] 2012, unl ess ot herw se specified
Provi ded, That of the total amount provided, [$3, 641,966, 875] $4, 185, 000,000 is for carrying out the comrunity devel opment bl ock grant
program under title | of the Housing and Comrunity Devel opnent Act of 1974, as anended (the ““Act'' herein) (42 U.S. C. 5301 et seq.)
Provided further, That unless explicitly provided for under this headi ng [except for planning grants provided in the second paragraph
and anobunts nade avail abl e under the third paragraph], not to exceed 20 percent of any grant made with funds appropriated under this
headi ng shall be expended for planning and nanagenent devel opment and adm ni stration: [Provided further, That of the total anount nade
avai | abl e under this heading, not to exceed $1,570,000 may be transferred to the Wrking Capital Fund: Provided further, That

[ $5, 000,000 is for technical assistance as authorized by section 107(b)(4) of such Act: Provided further, That $65, 000,000 shall be
for grants to Indian tribes notwthstanding section 106(a)(1) of such Act, of which, notw thstandi ng any ot her provision of |aw
(including section 305 of this Act), up to $3, 960,000 may be used for energencies that constitute immnent threats to health and
safety.

[OF the ampunt made avail abl e under this headi ng, $165, 311, 875 shall be available for grants for the Econom c Devel opnent Initiative
(ED) to finance a variety of targeted econonic investnents in accordance with the terns and conditions specified in the expl anatory
stat enent acconpanying this Act: Provided, That the ampunt made avail abl e for each grant shall be at the |l evel of 98 percent of the
correspondi ng anount cited in said explanatory statenent: Provided further, That none of the funds provided under this paragraph may
be used for program operations: Provided further, That, for fiscal years 2007, 2008, and 2009, no unobligated funds for EDI grants
may be used for any purpose except acquisition, planning, design, purchase of equipment, revitalization, redevel opnment or
construction. O the anpbunt nade avail able under this heading, $19, 546,250 shall be available for neighborhood initiatives that are
utilized to inprove the conditions of distressed and blighted areas and nei ghbor hoods, to stinulate investnent, economc
diversification, and comunity revitalization in areas with population outm gration or a stagnating or declining economnmc base, or to
determ ne whether housing benefits can be integrated nore effectively with welfare reforminitiatives: Provided, That anobunts made
avai | abl e under this paragraph shall be provided in accordance with the terms and conditions specified in the explanatory statement
acconpanyi ng this Act: Provided further, That the anount nade available for each initiative shall be at the | evel of 98 percent of
the corresponding amount cited in said explanatory statenent.]

O the anpunts made avail abl e under this headi ng, $150, 000, 000 shal |l be nmade available for a Sustainable Communities Initiative to
stimulate inproved regional planning efforts that integrate housing and transportation decisions, and to chall enge conmmunities to
reform zoning and | and use ordi nances: Provided, That $100, 000, 000 shall be for Regional Planning Grants to support the |inking of
transportation and | and use planning: Provided further, That $40,000, 000 shall be for Metropolitan Challenge Gants to foster reform
and reduce barriers to achieve affordable, economically vital, and sustai nable communities: Provided further, That up to $10, 000, 000
shall be for a joint Departnment of Housing and U ban Devel opnent and Departnent of Transportation research effort that shall include a
rigorous eval uation of the Regional Planning Grants and Metropolitan Challenge Grants prograns: Provided further, That of the amounts
made avail abl e under this headi ng, $25,000, 000 shall be nade available for the Rural Innovation Fund to address the problens of
concentrated rural housing distress and community poverty: Provided further, That of the ampunts nmade avail able under this heading,
$25, 000, 000 shall be made available for the University Community Fund for grants to assist universities in revitalizing their
surrounding comunities, with special attention to Historically Black Colleges and Universities, Tribal Colleges and Universities

Al aska Native/Native Hawaiian Institutions, and Hispanic-Serving Institutions: Provided further, That the Secretary shall devel op and
publ i sh guidelines for the use of such conpetitive funds including, but not linmted to, eligibility criteria, mninmmgrant amunts,
and performance netrics. (Department of Housi ng and Urban Devel opnent Appropriations Act, 2009.)

Q39



Comuni ty Devel opnent Bl ock Gants

COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT BLOCK GRANTS
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
Entitlement/Non-Entitlement ......... $3, 586, 430 - $58 S c $611, 184 $4, 197, 556
I nsular Area CDBG Program ........... 7,000 6, 930 13,930
Sust ai nabl e Communities .............
Indian Tribes ........ ... ... ... ... ... 62, 000 C C C 59, 505 121, 505
Rural Innovation Fund ............... [12, 913] S S S S [12, 913]
University Community Fund ........... [ 23, 000] [ 23, 000]
Section 107 Grants .................. 3,000 . $1, 000 - 437 4,437
Working Capital Fund ................ 1,570 1,570
Econom c¢ Devel opnent Initiative

Gants ... 179, 830 . . . 71, 449 251, 279
Nei ghborhood Initiative Denmonstration 25,970 S 10, 643 36,613
Di saster Assistance ................. S 9, 422, 860 S S 577 9, 423, 437
Section 805 Econom ¢ Devel opnent

training ........ ... . i 213 213
Youthbuild .......................... 1, 400 1, 400
Anmer i can Recovery and Rei nvest nent

ACt e e e e e e

Total ... .. 3, 865, 800 9,422, 802 1, 000 C 762, 338 14, 051, 940

NOTE: Total carryover includes recaptures of $738 thousand. Wrking Capital Fund (WCF) bal ances transferred to WCF.
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Budget Activity

Entitlenent/Non-Entitlement .........
Insular Area CDBG Program ...........
Sust ai nabl e Comunities .............
Indian Tribes ........... ... .. ......
Rur al
University Community Fund ...........
Section 107 Grants ..................
Wirking Capital Fund ................
Econom c¢ Devel opnent Initiative
Gants .. ...

Nei ghborhood Initiative Denmonstration

I nnovation Fund ...............

Di saster Assistance .................
Section 805 Econom c Devel opnent
training ........ ... ..
Youthbuild ..........................
Anerican Recovery and Rei nvest nent
ACt

Section 107 Grants new Budget Authority is for Technical

COVMUNI TY PLANNI NG AND DEVEL OPMENT
COVMUNI TY DEVELOPMENT 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 enental / Total 2009
Request Request Resci ssi on Repr ogr amm ngs Carryover Resour ces
$2, 927, 405 $3, 634, 967 $615, 051 $4, 250, 018
7,000 7,000 6, 036 13,036
57,420 65, 000 65, 774 130, 774
[ 26, 000] [ 26, 000]
[ 23, 000] - [ 23, 000]
5,000 5,000 3, 604 8, 604
3,175 3,175 3,175
165, 311 150, 044 315, 355
19, 547 15, 827 35,374
8, 339, 661 8, 339, 661
211 211
e e $3, 000, 000 . e 3,000, 000
3,000, 000 3,900, 000 3,000, 000 9,196, 208 16, 096, 208

Assi st ance.
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COMMUNITY PLANNING AND DEVELOPMENT
NEIGHBORHOOD STABILIZATION PROGRAM
2010 Summary Statement and Initiatives

(Dol lars in Thousands)

Enacted/ Supplemental/ Total
NEIGHBORHOOD STABILIZATION PROGRAM Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation _.._._.__.._._._._._._._.._. o - $3,920,000 $3,920,000 - -
2009 Appropriation/Request ........ - $3,920,000 [2,000,000] 3,920,000 $3,920,000 $980,000
2010 Request . ... ... ... .......... - .- .- .- .- 1,960,000
Program Improvements/Offsets ...... - -3,920,000 -2,000,000 -3,920,000 -3,920,000 +980,000

Summary Statement

An amount of $3.92 billion was appropriated for the Neighborhood Stabilization Program as an emergency supplemental in fiscal year
2008. It was designated as formula based and as mandatory. In fiscal year 2009, there was a second round $2 billion competitive
appropriation for the NSP within the regular Community Development Block Grant (CDBG) account and is discussed and shown in the CDBG
jJustification, elsewhere in the Community Planning and Development section.

Neighborhood Stabilization Program 1

The Neighborhood Stabilization Program (NSP) was first established by the Housing and Economic Recovery Act of 2008 (HERA), enacted on
July 30, 2008. Title 111, Division B of HERA appropriated $3.92 billion for assistance to states and local governments to address the
effects of abandoned and foreclosed properties upon neighborhoods and HUD has designated this initiative as NSP. HERA included a
provision directing HUD to treat the NSP funds as if they were CDBG funds under Title | of the Housing and Community Development Act
of 1974 unless otherwise provided by HERA.

HERA directed HUD to distribute the funds to states and local governments via a formula using the following criteria: 1) number and
percent of foreclosures in each state or local government; number and percent of subprime loans in each state or local government;

2) and the number and percent of mortgage delinquencies in each state or local government. HERA further required recipients to give a
priority to areas having the greatest need for such assistance based on foreclosures, subprime loans and risk of increased rate of
mortgage delinquency. NSP grantees are also required by HERA to use at least 25 percent of their NSP funds to provide housing to
families at or below 50 percent of area median income (AMI). HERA also expanded income eligibility beyond the 80 percent AMI level
used in the CDBG program by directing that all benefits under NSP be provided to households at or below 120 percent of AMI. HERA
identified five eligible uses of NSP funds: 1) establishment of financing mechanisms to assist in the purchase or foreclosed
properties; 2) acquisition and rehabilitation of abandoned or foreclosed properties; 3) land banking of foreclosed homes; 4)demolition
of blighted structures; 5) and redevelopment of demolished or vacant property. HERA also established a series of other requirements
with regard to activities carried out with NSP funds.

HUD allocated all $3.92 billion to 309 grantees on September 26, 2008 and issued program guidelines on September 29, 2008
(subsequently published in the Federal Register on October 6, 2008). HUD directed that jurisdictions receiving an allocation submit
not later than December 1, 2008, a substantial amendment to previously approved action plans covering FY 2008 CPD formula funding
programs. All jurisdictions submitted their amendments in a timely manner, all plans were approved by March 19, 2009, and grant
agreements were provided to grantees by March 31, 2009. Grantees have 18 months from the time HUD executed the NSP agreement to



Neighborhood Stabilization Program

obligate the funds to specific activities or HUD will recapture the funds. HUD will use its Disaster Recovery Grant Reporting (DRGR)
system to track the use of NSP funds and to gather performance information. Grantees will be required to submit quarterly reports
beginning in July 2009.

Neighborhood Stabilization Program 2

The American Recovery and Reinvestment Act (Recovery Act) appropriated in fiscal year 2009 an additional $2 billion in funding for NSP
but made several fundamental changes to the program. First, it directed that HUD establish a competition for the funds and that the
competition be open to states and local governments but also non-profit organizations with each being able to have for-profit
partners. The Recovery Act made several changes to NSP as enacted in HERA, specifically altering the eligible uses involving land
banking and redevelopment activities, repealing revenue provisions, and adding substantial tenant protection provisions. HUD intends
to conduct two NSP 2 competitions, one for $50 million for technical assistance and capacity building activities and a second
competition for the remaining $1.93 billion to provide funding for carry out the NSP eligible uses in an effort to combat the effects
of abandoned and foreclosed properties in the nation’s communities. These competitions will be announced in May 2009 and applications
will be accepted in July 2009. HUD has until February 17, 2010 to obligate these funds and 3 years to expend the funds.
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Budget Activity

Grants ...
Total ..

FTE

Headquarters ........

Field ..

COMMUNITY PLANNING AND DEVELOPMENT
NEI1GHBORHOOD STABILIZATION PROGRAM
Summary of Resources by Program

(Dol lars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Total 2008 Authority/ Carryover 2009 Total 2010
Authority Into 2008 Resources Obligations Request Into 2009 Resources Request
$3,920,000 $3,920,000 [$2,000,000] $3,920,000 $3,920,000
3,920,000 3,920,000 [2.,000,000] 3,920,000 3,920,000
2008 2009 2010
Actual Estimate Estimate




Neighborhood Stabilization Program

COMMUNITY PLANNING AND DEVELOPMENT
NEIGHBORHOOD STABILIZATION PROGRAM
Program Offsets
(Dollars in Thousands)

Grants Amount
2008 Appropriation ... $3,920,000
2009 Appropriation/Request . . ... ... ieaaaaaaan [2,000,000]
2010 RequUeSt .. ... eeeeeeeeaaeeeaaeaaan e
Program Improvements/Offsets ... ... e e e e e e aaaaaan -2,000,000

Proposed Actions

Fiscal year 2009 reflects the $2 billion competitive NSP grants in the American Recovery and Reinvestment Act.
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COMMUNITY PLANNING AND DEVELOPMENT
NEIGHBORHOOD STABILIZATION PROGRAM
Crosswalk of 2008 Availability
(Dollars in Thousands)

Total
Supplemental/ Approved 2008
Budget Activity 2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
Grants ... ... ... . $3,920,000 . . . $3,920,000
Total ... aaaa.- - 3,920,000 .- .- .- 3,920,000



Neighborhood Stabilization Program

Budget Activity

COMMUNITY PLANNING AND DEVELOPMENT
NEIGHBORHOOD STABILIZATION PROGRAM
Crosswalk of 2009 Changes
(Dollars in Thousands)

2009 Congressional
President’s Appropriations 2009
Budget Action on 2009 Supplemental/ Total 2009
Request Request Rescission Reprogrammings Carryover Resources
. [$2,000,000] . $3,920,000 $3,920,000
[2,000,000] R 3,920,000 3,920,000



" COVMUNI TY PLANNI NG AND DEVELOPNMENT
SUSTAI NABLE COMMUNI Tl ES
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

Enact ed/ Suppl enent al / Tot al
SUBSTAI NABLE COVMUNI TI ES | NI TI ATI VE Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................
2009 Appropriati on/ Request ........
2010 Request ............. ... $150, 000 s S $150, 000 $150, 000 $1, 500
Program | nprovenents/ Offsets ...... +150, 000 S S +150, 000 +150, 000 +1, 500
Summary St at enent
The Departnment requests $150 million for a new Sustainable Communities Initiative, to be set aside fromthe Comunity Devel opnent

Fund. The purpose of the Sustainable Comunities Initiative is to stimulate nore coll aborative, integrated and sophisticated regional
planning to guide state, netropolitan, and |ocal decisions and investnments in |land use, transportation and housing, and to chall enge
states and localities to undertake zoning and | and use reform

The concept of “sustainability” has become a central conponent of national thought about communities in recent years, reflecting
growi ng recognition of the conplex interactions of human society, places, econom es and natural environment. Aligning with this

t hi nki ng, HUD and other Federal agencies hold the view that affordable housing is best devel oped “in context” of conmmunities and
regions, so that proximty to transit, jobs, retail and environnental anenities support the long term success of both the housing and
its occupants. Wl kable, transit-oriented communiti es that have m xed | and uses and support m xed i ncome popul ations can
substantially reduce transportation costs for famlies, save energy, and enhance access to enpl oynent and educati onal opportunities.

The Sustai nable Conmmunities Initiative would have three conponents.

First, HUD proposes to collaborate with the Departnment of Transportation (DOT) to offer Regi onal Integrated Pl anning Grants with
$100 mllion of the requested funds. The programw || catalyze the next generation of metropolitan transportation, housing, |and use
and energy pl anning using the nost sophisticated data, analytics and geographic informati on systems. These integrated plans would
informstate, netropolitan and |ocal decisions on how and where to allocate Federal, state and |ocal transportati on and housi ng
investnents. Better coordination of transportati on and housing investnments will result in nore sustainable devel opnent patterns,
reduced greenhouse gas em ssions, and nore transit-accessi bl e housi ng choices for residents and firns.

Second, the Initiative would fund a $40 nillion challenge grant to help localities undertake a new wave of zoning, building code, and
land use reform These investnments woul d provide a local conplenment to the regional planning initiative, enabling those changes in
local |and use policy and practice that are necessary to carry out the broader scal e vision for growh.

Finally, the Initiative would provide $10 mllion for a joint HUD-DOT research effort designed to advance transportation and housing
linkages on a nunber of |evels.
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Regi onal | ntegrated Pl anning G ants

HUD requests $100 million of Sustainable Communities Initiative funding to establish a Regional Integrated Planning Gant program
HUD proposes to administer the programin close collaboration with the Departnment of Transportation (DOT), as well as the

Envi ronnmental Protecti on Agency and other Federal agencies, in order to ensure that transportation planning and | and use planning can
be closely linked. The goal of this effort would be to enable nmetropolitan areas (and, in sone cases, their States) to develop a
vision for growth and then apply federal transportation, housing and other investnents in an integrated way in support of the shared
goal s establi shed by the broader vision

This regional planning grants seeks to help states and netropolitan areas in one of their hardest tasks: transcending policy stove-

pi pes and di sconnected transportation and | and use prograns and policies that expand detrinmental devel opnent. Lowdensity housi ng and
uncoordi nated, | eap-frog devel opnent patterns have caused enornmous public and private costs for the nation. These costs include high
ener gy consunpti on and dependency on foreign oil; traffic congestion that decreases productivity and distorts decisions about hi ghway
construction and public infrastructure devel opnent; communiti es where housing and transportation expenses may total up to two-thirds
of household incone; and communities that |ack access to enpl oyment and retail opportunities, safe places to walk, and natura
anenities that are essential for good quality of life

Ooj ectives. To that end, integrated planning grants will |ead and enable netropolitan-area |eaders to design and inplenment truly
integrated transportation, |and use, and housing plans aimed at pronoting quality regional place-making and environmenta
sustainability in fresh and structural ways. Transit-oriented devel opment is perhaps the nost narrowmy focused form of integrated

pl anni ng, and increasingly highlights the substantial potential of these approaches to reduce vehicle-mles traveled, inprove air

qual ity and enhance nmobility while building nore affordabl e, desirable and sustainable communities. Focusing devel opnent decisions on
comruni ty needs can have significant long-terminpacts. For exanple, in the North Central Texas regi on, major devel opments that are
pedestrian-oriented increased from 3.6 percent to 15.8 percent of projects conpleted or under construction during the 2003-2008

peri od.

HUD antici pates that regional integrated planning grants will have transformative i npacts on econom c, social, and environnental
priorities, while producing results that flow fromlocal conditions and priorities. The relatively snmall federal investnent wll
provide a platformfor the depl oynent of effective strategies: transit oriented devel opment, congestion pricing schenes, brownfields
remedi ati on, even regi onal econonic cluster and workforce housing initiatives. Better urban planning is also better for preserving
farm and, open space, and the way of life in rural areas within and adjacent to netropolitan areas.

HUD proposes to solicit, with DOI, applications submtted jointly by netropolitan planning organizati ons and consortia of HUD formul a
bl ock grant recipients. States would be all owed as co-applicants. Applicants will be required to clarify in their subm ssions which
entities woul d be the primary recipients and how the fundi ng and responsibilities would be allocated. Federal funding will support
the devel opment of integrated, state-of-the-art regi onal devel opment plans that use the | atest data and nost sophisticated tools
avai | abl e for analysis, nodeling, mapping, and citizen collaboration

HUD proposes to give preference to applications that denobnstrate capacity for long termstructural collaboration between the disparate
housi ng, transportation and planni ng agenci es; deeply engage business, governnent and civic |eaders and the general public in shaping
a shared vision; and denonstrate the intent to use planning to drive both local |and use decisions and allocation decisions around
federal resources. Preference also would be given to conprehensive planning efforts that go beyond transportati on, housing and |and
use issues to integrate other key elenents of the built environnment, including econom c clustering, energy usage and environnenta

i mpacts.
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HUD proposes to offer awards averagi ng about $4 mllion for these advanced plans, to be supplemented by funds fromother state and

Il ocal sources. The goal would be to create replicable nodels that can be transferred to and depl oyed by conparabl e agencies in other
parts of the country. |In the long run, federal transportation and housing prograns could be revised to require integrated regional
devel opnent plans, and reward grantees that performat the highest level. The $100 million request for fiscal year 2010 woul d be
sufficient for awards to stinulate state-of-the-art planning in 20 of the nation’s top 100 netropolitan areas having popul ati ons over
500, 000; as well as 5 to 10 grants in smaller netropolitan areas, especially those experiencing higher than needed infrastructure
costs as well as loss of farm and and open space due to a |ack of thoughtful metropolitan planning. Fifty-one percent of people
living in rural areas live within nmetropolitan areas.

HUD antici pates that regi onal integrated planning grants will have transformative i npacts on econom c, social and environmenta
priorities, while producing results that flow fromlocal conditions and priorities. The relatively small Federal investnent will
provide a platformfor the depl oynent of effective strategies: transit oriented devel opment, congestion pricing schenes, brownfield
remedi ation, even regional econonm c cluster and workforce housing initiatives. Better urban planning is also better for preserving
farm and, open space, and the way of life in rural areas within and adjacent to netropolitan areas.

Regi onal integrated planning grants also will provide planning support and i ncentive at a critical nonment, as the |aw governi ng
surface transportation prograns is set to expire next year. Reauthorization of the framework for Federal transportation policy wll
enconpass hundreds of billions of dollars for highway and transit, and is likely to chall enge states and netropolitan areas to design
and inplement a new wave of transportation solutions that ease congestion, enhance nmetropolitan conpetitiveness, and reduce greenhouse
gas em ssions. Achieving those priorities is possible only by linking transportation and housing interventions, sparking nore

bal anced growth patterns and expandi ng choi ces for residents and busi nesses

Comuni ty Chall enge Grants

HUD proposes to allocate $40 m|lion of Sustainable Communities Initiative funding toward Community Chal |l enge Grants. The chall enge
grants will create incentives for state, nmetropolitan and |ocal |eaders to nmake market-shifting changes in local zoning and | and use
ordi nances so as to encourage sustainabl e growth and di scourage the counter-productive growth patterns that have prevailed in many
ar eas

To make it easier to build housing in older comunities, the Challenge G ant would arm states and localities with the resources needed
to revise local zoning rules for downtown areas, conmmercial and even industrial areas in cities and older suburbs. To make it easier
to rehabilitate ol der buildings, the Challenge Grant |ikew se would provide resources to overhaul building codes. To nmake it easier
to expand the supply of noderately priced housing within their borders, particularly multifamly dwellings, both urban and suburban
jurisdictions would be eligible to conpete for resources to reduce regulatory barriers and expl ore innovative reforns |ike

i ncl usi onary zoni ng.

HUD s experience shows that many jurisdictions, particularly suburban jurisdictions, sinply do not have the resources or planning
capacity necessary to undertake sophi sticated zoning and | and use reform The efforts by larger cities (e.g., New York, Chicago,
Washington, D.C.) over the past decade illustrate the power of zoning reforns to unlock the hidden vitality of waterfronts and forner
manufacturing areas, and to pronote nore sustainable patterns of devel opnent. Federal investnent will nmore rapidly extend these
innovations to jurisdictions across the nation, including smaller cities and suburbs. Small towns also may benefit fromreforns that
enabl e revivals of stagnant main street districts or m xed use of existing building stock to preserve and enhance comunity assets

Similar to the Regional Integrated Planning G ant program a relatively small investnment in local zoning and | and use reformis
expected to have dramatic inpact over time. HUD proposes to cap Challenge grants at $2 million per jurisdiction. Through these
investments, HUD will help establish a new normfor land use practice in the United States and a new network of state and |oca

experts that can help replicate innovative techni ques quickly and efficiently, to avoid any necessity for each state, municipality
city and county to “reinvent the wheel.” Challenge grants will accelerate adoption of smart alternatives to conventional |ocal growh
policies and regulatory practices that have becone barriers to affordable, economcally vital and sustai nable comunities
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Housi ng- Transportation Integration Research

HUD proposes to dedicate $10 mllion of Sustainable Communities Initiative funding for a major research and evaluation effort to be
jointly adm nistered by HUD and the Department of Transportation. This effort woul d aggressively pursue data devel opnent, information
platforns, analytic tools and research that support both HUD s m ssion of affordable housing and communi ty devel opnent and DOT s

m ssion of efficient transportation, thus laying a foundation for greater sustainability in the nation’s built environnent.

A nunber of research efforts have been identified as potentially satisfying this joint objective. Potential projects include

devel oping ef fective tracking of housing and transportation expenditures by location; creating broader measures of affordability and
metropolitan accessibility; evaluating | ocation efficient nortgages and energy efficient nortgages; identifying best practices in
transit oriented devel opnment that responds to affordabl e housing needs; establishing standardized and efficient performance measures
such as vehicle-mles traveled or location efficiency; and creating products that nove this information into the marketplace to inform
private investnent decisions as well.

HUD expects to use up to $2 mllion of the research funds to evaluate the inpact of the $100 million in Regional Planning grants and
the $40 mllion in Metropolitan Chall enge grants. Systematic assessment of differences in planning tools, processes and products
between jurisdictions receiving and those not receiving Federal incentives will provide accountability and docunentation to i nform
federal policy toward integrated regional planning

HUD plans to adm ni ster all these efforts through a new O fice of Sustainability, in close coll aboration with the Ofice of Policy
Devel opnent and Research as well as other programoffices in the Departnent. One of the first acts of this new Office will be to
strengt hen and enhance the joint DOT- HUD worki ng group nandat ed by Congress

Backgr ound

At present, Federal requirements for transportati on and housing planning are particularly di sconnected. For exanple, as a condition
for receiving fornmula grants, HUD requires states, cities and counties to prepare a 5-year Consolidated Plan estimating housing status
and as wel |l as annual Action Plans. These plans do not take |land use or transportation into account, and are for political
jurisdictions, not regions

At the sane tinme, DOT requires states and netropolitan areas (through Metropolitan Planning O gani zations, or MPOs) to devel op 20-year
Long Range Transportation Plans and four-year Transportation |Inprovement Prograns. The SAFETEA-LU act of 2005 (Safe, Accountabl e,

Fl exible, Efficient Transportation Equity Act: A Legacy for Users) is the basic authorization for hi ghway, road and transit program
invol ving hundreds of billions of dollars over a long period of investnent. SAFETEA-LU requires consideration of environmenta

i ssues, energy conservation, quality of life, and consistency with state and |ocal planned growth and econoni c devel opnent patterns.
Air quality issues create additional requirenments for transportation planning if a nmetropolitan area is designated as an air quality
non-attai nment or maintenance area. The act al so provides that MPGs shoul d address broad issues such as security and energency
preparedness, public participation, and electroni c access to conpleted pl ans.

Al t hough transportation plans generally are nore rigorous than Consolidated Plans and nore regional in scope, they continue to fal
short of integrating housing and | and use patterns and broader sustainability goals. Further, local |and use plans and zoning

ordi nances nay fall far short of providing parallel connections to the plans produced by MPOs, depending on the requirenments of state
laws and | ocal factors.

The silo driven nature of federal policy and prograns extends to data collection, performance measurenment, research and eval uati on

Al t hough transportation costs may approach or exceed housing costs for working fanmilies, Federal “affordability” definitions and
assessments do not join these costs together, continuing the distortions in federal policy toward |ocations that undercut
affordability goals because of associ ated energy and transportation costs. Under Congressional direction, DOT and HUD are begi nning
to collect information on the rising phenonenon of transit-oriented devel opment, including an inventory of affordable housing

devel opnents near transit, increnmental inpacts on transit ridership from such devel opnents, changes in zoning ordinances that pronote
af f ordabl e housi ng near transit, and other perfornmance indicators includi ng conbined housing and transportation affordability.
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Per f or mance Measures

Increase the percentage of very-lowincome househol ds for which the sumof housing costs and transportation costs falls within
affordability threshol ds.

Decrease the nean transit tinme between rental units affordable to very lowincome renters and major enpl oyment nodes in each
metropolitan area (or simlar accessibility netric to be devel oped).

Slow i ncreases or decrease the vehicle-mles traveled in each nmetropolitan area.
Increase the percentage of households commuting to work by public transit, bicycle, or on foot.

Increase the nunber of jurisdictions covered by smarter integrated |and use-transportation plans.
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
SUSTAI NABLE COWUNI TI ES
Program O fset s
(Dol lars i n Thousands)

G ants Armount

2008 ApPropriati ON ... .o e

2009 Appropriati on/ Request . ... ... ... S
2010 REQUEST oottt e $150, 000
Program I nprovement s/ OfF fSet s .. ... . . i e +150, 000

Proposed Acti ons

This new fiscal year 2010 initiative is funded within the Community Devel opment Block Grant and a detail ed description is provided in
this justification.
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Budget Activity

FTE
Field

COVMUNI TY PLANNI NG AND DEVEL OPMENT
SUSTAI NABLE COMMUNI TI ES
Summary of Resources by Program
(Dol lars i n Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Aut hority Into 2008 Resour ces ol i gations Request
2008 2009 2010
Act ual Estimate Estinate
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Budget Activity

COVMUNI TY PLANNI NG AND DEVEL OPMENT
SUSTAI NABLE COMMUNI TI ES
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Suppl enment al / Appr oved
2008 Enact ed Resci ssi on Repr ogr amm ngs

Transfers

Carryover

Tot al
2008
Resour ces
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Budget Activity

COVWUNI TY PLANNI NG AND DEVEL CPMENT
SUSTAI NABLE COMMUNI TI ES

Crosswal k of 2009 Changes
(Dol lars in Thousands)

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

Repr ogr amm ngs

Carryover

Total 2009
Resour ces




COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOME | NVESTMENT PARTNERSHI PS PROGRAM
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

HOME | NVESTMENT PARTNERSHI PS Enact ed/ Suppl enent al / Tot al

PROGRAM Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................ $1, 704, 000 $328, 161° - $5, 403 $2, 026, 758° $1, 650, 784° $1, 969, 434
2009 Appropriati on/ Request . ....... 1, 825, 000 375, 974 2, 250, 000¥ 4, 450, 974¢ 4,149, 000¢ 2,244,000
2010 Request ............. ... 1, 825, 000 318, 414 el 2,143,414 2,015, 000 2,928, 000
Program | nprovenents/ Offsets ...... S -57, 560 -2, 250, 000 - 2,307, 560 -2,134, 000 +684, 000

a/ Carryover includes $8.3 mllion of funds recaptured in fiscal year 2008.

b/ Includes $3.4 mllion of funds that were transferred and obligated to the Wrking Capital Fund.
c/ Per the Anmerican Recovery and Rei nvestnment Act, P.L. 111-5, 123 Stat. 115 (2009).

d/ Includes $4.2 mllion of funds that were transferred and obligated to the Wrking Capital Fund.

Summary St at enent

Whil e HUD has a nunmber of prograns that can be used to provide affordable housing, the HOVE |Investment Partnershi ps programis the

mej or affordabl e housing production program The Departnent requests $1.825 billion of fiscal year 2010 funding for the HOVE Program
which is $121 mllion nore than the fiscal year 2008 appropriation and equal to the fiscal year 2009 appropriation. The 2009 Omi bus
Act funded the Housing Counseling programas a separate account in the O fice of Housing, which in prior years had been funded as a
set-aside in the HOVME account. The fiscal year 2010 proposes to continue to fund Housing Counseling as a separate account at

$100 mllion.

The increase in requested HOVE funds over the fiscal year 2008 appropriated amount is justified due to the effectiveness of the
program and unnet need for affordable housing as well as the significant increase in the costs of construction and building materials
during the past few years. For exanple, the average per-unit HOME cost of producing a rental unit in fiscal year 2008 increased by
$892 to $24,564, or 3.8 percent, conpared to fiscal year 2007. The increased anobunt of HOME funds is necessary to keep pace with the
increase in costs. However, it should be noted that the fiscal year 2010 HOME request is lower than the hi ghest HOVE appropriation of
$2.005 billion in fiscal year 2004.
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HOME Funds 2004, 2007 - 2010 HOME Cost Per Unit
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Al so, the Amrerican Recovery and Reinvestnment Act, P.L. 111-5, provided $2.25 billion to the HOVE programto nake available to State
housing credit agencies for |owincome housing tax credit projects. These funds are expected to provide 35,000 rental housing units.

The HOVE program was authorized under Title Il of the Cranston-Gonzal ez Nati onal Affordable Housing Act of 1990, as anended. Program
regul ations are at 24 CFR Part 92. HOVE provides fornula grants to States and |l ocalities that communiti es use--often in partnership

with local non-profit groups--to fund a wide range of activities that build, buy, and/or rehabilitate affordable housing for rent or

homeownership or provide direct rental assistance to |owincome people. The HOVE program nmakes key contributi ons towards neeting two
of the Department’s strategic goals: (1) increase homeownership opportunities and (2) pronote decent affordable housing. Additional
informati on about the HOVE program can be found by visiting the HOVE program web pages: http://ww. hud. gov/ honeprogram .

From program inception through Septenber 30, 2008, HOVE has created 872,747 units of affordable housi ng and has assi sted anot her

197, 758 | owi ncome househol ds with tenant-based rental assistance. O the units created by the HOVE programthrough fiscal year 2008,
367,925 (42 percent) have been honmebuyer projects, 330,295 (38 percent) have been rental projects, and 174,527 (20 percent) have been
homeowner rehabilitation projects. Historically, 53 percent of HOVE funds used for devel opment purposes have been used for conpleted
rental projects, 28 percent have been used for homebuyer projects and 19 percent have been used for homeowner rehabilitati on. The
average cost of a HOVE unit at the end of fiscal year 2008 was $18, 064.
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Household Type in HOME Projects
(1992-2008)
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To i nprove the efficiency of the Technical Assistance (TA) program and reflect the best estimate of need and capacity, the President’s
Budget proposes to allow the HOME programto use remmi ning HOME Comunity Housi ng Devel opment Organizati ons (CHDO) funds and those
made available in prior Appropriations Acts and that still remain available for HOVE technical assistance. It is also recomended
that the CHDO/ TA al | ocati on be no nmore than 35 percent of the total TA allocation. HOME TA funds are nore flexible than CHDO funds
and, therefore, nore useful to grantees. \While HOVE TA funds can cover nost of the eligible CHDO TA activities, CHDO TA funds cannot
cover nost of the eligible HOVE TA activities. Additionally, the President’s Budget proposes several technical changes to the

Nati onal Affordable Housing Act in admnistrative provisions that woul d allow for significantly nore efficient distribution of HOVE
techni cal assistance funds. These changes were also included as part of the President’s Budget fiscal year 2009.

During fiscal year 2008, HOMVE reallocated previously deobligated funds designated for CHDOs through a “green buil ding” conpetition.
Through this conpetition, $1.5 mllion was awarded to HOVE Parti cipating Jurisdictions (PJs) to expand the supply of energy efficient
and environnentally friendly (Green) housing that is affordable to low-incone famlies. Six applicant PJs were each awarded

$250, 000 to produce energy efficient and environmentally friendly housing units that are owned, devel oped or sponsored by eligible
CHDOs, using design and technol ogy nodel s that can be replicated. Al units nmust qualify for and receive ENERGY STAR certification by
an i ndependent Hone Energy Rater (HER) upon conpl etion.

Program eval uati ons have found that the programhas a clear purpose, strong managenent, and can denonstrate results, and in three
i ndependent eval uations of the HOVE program that have been conducted since 1995, each found the HOVE programto be effective in

achieving its intended results. |n addition, the MIIlennial Housing Comm ssion report, issued in May 2002, recommended a “substanti al
increase in funding” for the HOME programin recognition of its effectiveness and acconplishnents. |In the Decenber 2003 Study of
Honmebuyer Activity Through the HOVE | nvestnent Partnerships program one conclusion was that: “The findings of this report suggest

HOME plays a critical role in local efforts to pronmote affordabl e honeownership. One of the hallmarks of the HOVE programis the
flexibility that it offers PJs to design homebuyer prograns that are tailored to |ocal needs and market conditions.”

Program Description and Activities

HOVE funding will provide $1.821 billion for HOVE formula grants, consisting of $1.093 billion for local PJs and $728 nmillion for
States. The Budget request will also provide $3.650 million for insular areas.

HOME | nvest ment Partnerships Program The HOVE program hel ps to expand the supply of standard, affordable housing for Iow and very
lowincome famlies by providing grants to States, units of general |ocal government, and consortia of units of general |ocal
governments that are PJs. PJs use their HOME grants to fund housing prograns that neet | ocal needs and priorities. PJs have a great
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deal of flexibility in designing their |ocal HOVE prograns wi thin the guidelines established by the HOVE program statute and program
regulations. PJs may use HOME funds to hel p renters, new honebuyers, or existing homeowners through rehabilitation of substandard
housi ng, acquisition of standard housing (i ncluding down paynent assistance), new construction, or tenant-based rental assistance
(TBRA). The low-incone benefit requirenents established by the HOVE statute mandate that all househol ds assisted have incomes bel ow
80 percent of area median and that 90 percent of those assisted with rental housing have inconmes bel ow 60 percent of nedian (see Low
Income Benefit below). The HOVE program continually exceeds the |owincone benefit requirements, with 96.8 percent of those assisted
with rental housing having i ncomes bel ow 60 percent of area median. HOVE works well with other HUD programs to conpl ement
conprehensi ve nei ghbor hood and econom c revitalization strategies.

The fol |l owi ng aspects of the HOVE programnmake it an effective and efficient provider of affordable rental and honeownership
opportunities for the nation’s lowincone fanilies:

. Production. Beginning with fiscal year 1992, when the HOVE program began, through the end of the nmost recent fiscal year ending
Sept enber 30, 2008, States and |ocal governnents have conmtted almpst $21.0 billion in HOMVE funds to projects (based on data from
the Integrated Di sbursenent and Information System (IDIS)). O this anount, alnost $16.3 billion has been disbursed for conpleted
projects, with an additional $2.6 billion disbursed for on-going projects. [Commitnents and di sbursenents do not include funds for
adm ni stration.] The HOME funds disbursed for conpl eted projects have | everaged al nost $61.6 billion in other Federal, state,
local, and private funds for a total of approxinately $78.4 billion in resources expended for conpleted projects.

HOME pr ogram fundi ng has been committed to newy construct, rehabilitate, or acquire in standard condition 919,519 units through
fiscal year 2008. O the units to which funds have been committed, 872,747 units have been conpleted, of which 42 percent are for
homebuyers. Based on historical usage, it is projected that 35.6 percent of HOVE funds will be used for new constructi on,

44.8 percent for rehabilitation, 16.2 percent for acquisition, and 3.4 percent for TBRA. An estimated 197, 758 fanilies have
already received tinme-limted Federal tenant-based rental assistance through the HOVE program

. Low I ncone Benefit. HOVE makes honeownership affordable to | ower-i ncome households. Al househol ds assisted through the HOVE
program nust have annual incomes that do not exceed 80 percent of the area nmedian incone. EXxisting honeowners (82.9 percent) and
53.8 percent of new honebuyers receiving assistance have i ncones bel ow 60 percent of the nedian income.

. In addition, the HOME statute requires that at |east 90 percent of the househol ds occupyi ng HOVE-assi sted rental units or receiving
HOME- funded rental assistance have incones that do not exceed 60 percent of the area medi an incone. The HOME program consistently
exceeds this incone-targeting requirenent. A total of 98.6 percent of households receiving TBRA and 96.8 percent of househol ds
occupyi ng assisted rental units have inconmes bel ow 60 percent of the area nmedian, for a conbined 97.5 percent. Furthernore,

56.7 percent of assisted rental househol ds are those likely to have the worst-case housing needs, with i ncomes bel ow 30 percent of
the area nedi an incone.
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HOME Low-income Benefit
(1992-2008)

100%
80%
60% 60 - 80% AMI
40% 050 - 60% AMI
10,
zg;: - H30 - 50% AMI
Rental Homebuyer Homeowner TBRA 00 - 30% AMI
rehab
. Mbdest Cost Per Unit. The average HOME subsidy for a HOVE-assisted unit remains nodest. |In fiscal year 2008, the historically

average unit subsidy was only $18,285. The average HOVE per-fam |y subsidy for TBRA was $2,847. HOVE funds are effectively
|l everaged, with nore than $3.68 contributed fromother public and private funds for every $1 of HOME funds.

. Fl exi bl e Program Design. HOME s flexible program design allows States and | ocal PJs to successfully neet their needs in a manner
nmost appropriate to local housing markets. There have been many creative uses of HOME funds, including addressing the special
needs popul ations with both TBRA and units linked to supportive services, new nodel s of assi stance to new honebuyers, and |arge and
smal | rental projects, some newly constructed and some acquired and/or rehabilitated. The program al so hel ps neet the need for
per manent housing for honel ess persons and famli es.

. Non- profit Housi ng Devel opnent. The HOVE statute requires at |east 15 percent of each PJ's annual allocation be reserved for
housing that is devel oped, sponsored, or owned by CHDGCs. As of Septenmber 30, 2008, State and | ocal governnent PJs had reserved
over $5.5 billion, or 21 percent, for CHDO housing activities. Non-profit organizations, including those sponsored by faith-based
organi zati ons, also participate in the HOVE program as sub-recipients acting on behalf of the PJ in accordance with witten
agreenents.

. Capacity. State and local PJs, as well as their non-profit partners, have the capacity to effectively use HOVE funds. Since the
program began in fiscal year 1992, the nunber of local PJs has increased from387 to 591 in fiscal year 2008 due to the formation
of new consortia and new nmetropolitan cities and urban counties, and the inpact of new census data. Thus, despite increases in
HOMVE appropriations, the amount of funds going to individual |ocal PJs has not had a proportionate increase, as nore and nore | ocal
jurisdictions have qualified for HOVE al locati ons. As an exanple, in fiscal year 1992, with a national appropriation of
$1.5 billion, Mam’'s allocation was $5, 314,000, while in fiscal year 2008 M am received only $4, 475,258, although the national
appropriation was approxi mately $1.7 billion. In addition, when inflation is considered, the real dollar value of appropriated
HOVE funds has declined for all PJs. The | ead hazard renoval requirenments, while necessary and inportant, also raise the cost of
produci ng a HOVE-assisted unit, further reducing the nunber of housing units that can be assisted by States and | ocal PJs.
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. Eli gi bl e Reci pients.
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HOVE | nvest nent

Part ner shi ps Program Acconpli shnents and Beneficiary Characteristics

Conpl et ed Production Units

Qccupied Units

Ethnicity Characteristics

Homebuyer 367, 925 98% Hi spani c 17%
ﬁnt al 330, 295 Househol ds Recei vi ng Tenant Based Non- H spani ¢ 83%
meowner Rehab 174, 527 Rent al  Assi st TERA
Total Production Units 872, 747 ntal Assistance (TBRA)
197, 758
Units by HOVE Activity Fam ly Size Race Characteristics
1 Person 36% Wit e 47%
2 Persons 22% Bl ack/ Afri can Ameri can 32%
3 Persons 18% Asi an 1%
4 Persons 13% Anerican | ndi an/ Al askan Nati ve 1%
B Homebuyer 5 Persons 7% Nati ve Hawaii an/ Pacific |slander* 0%
o 6 Persons 2% Anerican | ndi an/ Al askan Nati ve & White* 0%
20% 7 Persons 1% Asian & Wite* 0%
42% Rental 8+ Persons 1% Bl ack/ Afri can Anerican & Wite* 0%
Anerican | ndi an/ Al askan Nati ve & Bl ack* 0%
Gt her Multi-Racial* 0%
38% Fam |y Type Asi an/ Paci fic Islander** 1%
® Homeowner Spanish Culture or Origin** 17%
Rehab Si ngl e/ Non- El der |y 26%
El derly 20%
Rel at ed/ Si ngl e Parent 27%
Rel at ed/ Two Par ent 21% * represents |less than 0.5%
O her 6% ** data collected through ol d race definitions
Stat us of HOVE Funds Units: Nunber of Bedroons I ncome Status
Amount Al | ocat ed $26.1 billion (100% 0 Bedroom 3% Extrenely Low-Income (0 - 30% AM) 25%
Amount Conmitted $23.7 billion (90% 1 Bedroom 16% Very Low I nconme (30 - 50% AM) 33%
Amount Di sbur sed $21.2 billion (81% 2 Bedroons 29% Low I ncome (50 - 80% AM) 42%
3 Bedroons 44% Above Low I ncone (>80% AM) 0%
4 Bedroons 6%
5+ Bedr oons 1%
Rati o of Other Dollars to HOME Dol | ars Aver age HOME Cost Per Unit Funds Reserved to Communi ty Housing Devel oprment
(Leveragi ng) Organi zati ons (CHDOs)
Honmebuyer $12, 228
3. 68 Rent al $24, 564 21%
Homeowner Rehab $18, 065
TBRA $2, 847

Sour ce:

Cunul ati ve HOME Production (1992 — 2008) fromthe Integrated Di sbursenent

and Infornation System (I1D'S).
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOMVE | NVESTMENT PARTNERSHI PS PROGRAM
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 Obli gations Request Into 2009 Resour ces Request
Formula Gants ........ $1, 624, 593 $252, 024 $1, 876, 617 $1, 595, 140 $1, 805, 150 $294, 765 $2, 099, 915 $1, 821, 350
Anerican Dream

Downpayment Initiative 10, 000 10, 000 LU e
Insular Areas ......... 3,288 3,288 e 3, 650 3, 650 3, 650
HOVE/ CHDO Techni cal

Assistance ........... 7,518 31, 140 38, 658 8, 165 12, 000 30, 494 42,494
Housi ng Counseling .... 49, 733 44, 491 94, 224 44,007 50, 216 50, 216 P
Program Managenment &

Anal ytical Support ... 7 7 7
Working Capital Fund

Transfer ............. 3, 465 C 3, 465 3, 465 4,200 C 4,200
Di saster Assistance ... 499 499 499 499
Tax Credit Assistance

Program............ e e e e 2,250, 000 e 2,250, 000 e

Total ............... 1, 698, 597 328, 161 2,026, 758 1, 650, 784 4,075, 000 375, 974 4,450,974 1, 825, 000

a/ Obligations and carryover included in Fornula G ants.

b/ The fiscal year 2009 Omibus Act provided Housing Counseling Assistance funds in a separate account in the Ofice of Housing. The
fiscal year 2010 budget makes the sane request to fund as a separate account.
NOTE: The “2008 Carryover into 2008" colum excl udes $3.46 million of funds that were transferred to the Working Capital Fund. The

2008 Budget Authority col umm excludes $5.403 million of funds that were rescinded.

2008 2009 2010

FTE Act ual Estimate Estinate
Headquarters ........ 25 24 28
Field ............... 107 107 112
Total ............. 132 131 140
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
HOVE | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol l'ars in Thousands)

Formula G ants Anount
2008 ApPPropriati ON ...t e e $1, 624, 593
2009 Appropriati on/ Request . ... ... 1, 805, 150
2000 ReqUESt ...t 1, 821, 350
Program I nprovement s/ OF fset s .. ... +16, 200

Proposed Acti ons

Formula Al location. Annual HOVE allocations to States and eligi ble |ocal governnent PJs are determined by a formula that reflects the
severity of | ocal affordable housing needs. After certain ampunts are identified for program set-asi des and other purposes,
60 percent of the remaining funds are awarded to participating | ocal governments and 40 percent are awarded to States. Al States

receive a mninumannual allocation of at |east $3,000,000. In addition, the greater of 0.2 percent of the total allocation or
$750, 000 i s available to Insular Areas (not included in the fornula above). For fiscal year 2010, funding for set-asides for Insul ar
areas total $3.650 mllion, leaving $1.821 billion for allocation to States and participating | ocal governnents using the fol |l owi ng

six formula factors (factors are based on 2000 census data):
e vacancy-adjusted rental units in which the head of household is at or bel ow the poverty |evel;

e occupied rental units with at | east one of four problens (overcrowding, inconplete kitchen facilities, inconplete plunbing,
or high rent costs);

e rental units built before 1950 occupi ed by poor househol ds;

e aratio of the jurisdiction's costs of produci ng housing divided by the national cost;

e the nunber of famlies at or below the poverty level; and

e the population of a jurisdiction nmultiplied by the net per capita i ncone.
The formul a ensures that PJs with the greatest housing needs receive the nmost funding. The followi ng unit numbers are projected
production over time for each fiscal year’'s funding of HOVE fornula allocations. Thus, fiscal year 2010 funds are expected to result

in a cumul ative 77,946 production units and a cunul ative 17,403 Tenant - Based Rental Assistance units as the funds spend out in fiscal
year 2010 and beyond:
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2008 2009 2010
Production units.......... ... .. ..., 85,350 a/ 77,252 77,946
Tenant - Based Rental Assistance units.......... 17,760 17,248 17,403

a/ Includes 1,300 units through the Ameri can Dream Downpaynment |nitiative.

Real | ocati on of Funds. The HOVE statute provides that HOVE funds will be available to PJs for affordabl e housing projects for

24 nont hs. Thus, the Departnent nmust de-obligate HOMVE funds that have been available to PJs, but have not been commtted to

af f ordabl e housing by the end of the last day of the nonth of the 24-nobnth period. These funds are reallocated by fornula. The
Department, by regulation, allows 24 nonths to reserve Community Housi ng Devel opnent Organi zati ons (CHDOs) funds, and if this deadline
is not met, the funds and recaptures are redistributed by conpetition. As of Septenmber 30, 2008, the Departnent has de-obligated
approxi mately $38.9 million in non-CHDO funds and $10.7 million in CHDO funds. The de-obligation process ensures that HOME funds are
used in a timely manner. As of Septenber 30, 2008, the Departnent also has nade approximately $13.8 mllion in grant reductions as a
corrective action for inconplete or ineligible activities. Deobligated non-CHDO funds and grant reduction funds are avail able for
formula reallocation to all PJs during the next forrmula allocation cycle. The National Affordable Housi ng Act provisions require that
deobl i gated CHDO funds be made avail able through a national conpetition. O the $10.7 mllion in de-obligated CHDO funds

$7.5 mllion were awarded by conpetition in 2004 and 2005 to 15 PJs to devel op permanent rental housing for the chronically honeless
An additional $1.5 mllion was awarded in fiscal year 2008 to expand the supply of energy efficient and environmentally friendly
(Green) housing that is affordable to lowincone famlies. Six applicant PJs were each awarded $250, 000 to produce energy efficient
and environnentally friendly housing units that are owned, devel oped or sponsored by eligible CHDOs, using design and technol ogy
nmodel s that can be replicated. Al units nmust qualify for and receive ENERGY STAR certification by an i ndependent Home Energy Rater
upon conpl eti on. The renmining amount of deobligated CHDO funds ($1.7 million) was either recaptured by the U S. Treasury or has not
yet been conpetitively reall ocated.

Eligible Activities. PJs may use HOVE funds to help renters, new honebuyers, or existing honeowners through rehabilitation of

subst andar d housi ng, acquisition of standard housing (includi ng down paynent assistance), new construction, or tenant-based renta
assi stance (TBRA). By statute, funds may not be used to provide TBRA for certain special purposes of the existing Section 8 program
to provide non-Federal matching requirenents for other prograns, or to finance public housing operating subsidies or nodernization

Mat chi ng Requirenents. Effective with the 1993 appropriation, PJs nust provide matchi ng contri butions of at |east 25 percent of HOMVE
funds spent for TBRA, rehabilitation, acquisition, and new construction. To be considered eligible as match, a contribution nust be
made from nonfederal sources and nmust be a permanent contribution to a HOVE project or to HOVE nat ch-eli gi bl e housing. Consequently,
not all |everaged funds can be considered match. The Housing and Conmuni ty Devel opnent Act of 1992, however, provides that the

mat chi ng requirement shall be reduced by 50 percent for jurisdictions that are in fiscal distress and by 100 percent for jurisdictions
that are in severe fiscal distress. PJs’ eligibility for reduced match rates because of fiscal or severe fiscal distress is based on
(1) famly poverty rate of nore than 125 percent of the national average; (2) per capita incone of less than 75 percent of the

nati onal average as well as (for states only); and (3) personal income growh rate of |ess than 75 percent of the national average

If a local jurisdiction satisfies both of the first two distress criteria, it is deternined to be in severe fiscal distress and
receives a 100 percent reduction of match. Local PJs that satisfy one of the first two distress criteria are considered to be in
fiscal distress and receive a 50 percent natch reduction. Simlarly, states that satisfy one of the three distress criteria are
considered to be in fiscal distress and receive a 50 percent match reduction. States that satisfy at |least two of three distress
criteria are considered to be in severe fiscal distress and receive a 100 percent match reduction. For fiscal year 2008, HUD has
determ ned that there were 268 PJs in “fiscal distress” and their matching requirements were reduced accordingly. The Secretary nay
al so reduce the matching requirenment for jurisdictions that are declared disaster areas by the President.
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOME | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol lars in Thousands)

Anerican Dream Downpaynent Initiative Anount

2008 ApPProPri ati ON ..ot $10, 000
2009 Appropriati on/ Request . ... ... .
2000 ReQUESt ..o
Program I nprovement s/ OfF fSet s .. ... .

Proposed Acti ons

Aneri can Dream Downpaynent Initiative (ADDI). The programdid not receive an appropriation in fiscal year 2009. Conti nued

term nation of ADD is reconmended due to the consistently |ow and inadequate funding of the program and its duplication of other HUD
programs. ADDI was authorized at the $200 nmillion | evel; however, its highest appropriation (fiscal year 2004) was only 43 percent of
that amount. Modreover, based on the fiscal year 2008 appropriation of $10 mllion, only 384 of the 642 HOVE partici pating
jurisdictions qualified for ADDI formula allocations; 107 of which received |less than the average ADDlI subsidy per unit of roughly
$7,600. |In fact, the snallest fiscal year 2008 ADDI grant was $2,338 for Shel by County, Tennessee. The eligible activities under
ADDI , Downpaynent and closing cost assistance to |low-income first-time honebuyers, is also an eligible activity of the HOVE program so
that no loss in coverage of |ow-inconme housing needs will result fromthe termnation of this program
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOME | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol lars i n Thousands)

HOME/ CHDO Techni cal Assi stance Anount
2008 ApPProPri ati ON ..ot $7,518
2009 Appropriati on/ Request . ... ... 12,000
2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . -12, 000

Proposed Acti ons

HOVE and CHDO Technical Assistance (TA). The fiscal year 2010 Budget includes a Transfornmation Initiative, discussed as a separate
Congressional Justification, which allows the Secretary the necessary flexibility to undertake an integrated and bal anced effort to

i mprove program performance and test innovative ideas. Up to 1 percent of the funds appropriated for the HOVE account will be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy

i mprovenents. Wthin 30 days of enactnent, the Secretary will provide a detailed operating plan to the Conmttees on Appropriations
with the specific activities that will be undertaken toward achi eving transformation at HUD. An exanple of a project that could be
undertaken with Transformation Initiative funding with respect to the HOVE account could be a panel study of the effects of m xed
income devel opnents using HOVE funding. TA projects provide the support and tools to strengthen | ocal capacity of existing PJs and
those new to the program inprove program conpliance, expand participation by non-profit housing providers, ensure cost effectiveness
and design innovative approaches to affordabl e housi ng needs.

Wi | e HOVE technical assistance funds can be used for eligible CHDO technical assistance activities, CHDO technical assistance cannot
be used for eligible HOVE technical assistance activities. For exanple, CHDO TA cannot cover any techni cal assistance to state and
local participating jurisdictions-—including capacity building in areas such as program desi gn, housi ng finance, building construction
techni ques, and energy efficiency. To address this issue, as permtted in fiscal year 2009, the budget proposes to all ow the HOVE
programto use remaini ng HOVE CHDO funds and t hose made avail able in prior appropriations acts that remain available or are recaptured

for HOVE technical assistance. |If the Conference Report acconpanyi ng the Appropriations states a specific allocation for CHDO
technical assistance (fiscal year 2009 was 67 percent), the Department reconmends that the CHDO al |l ocati on be no nore than 35 percent
of the total. |In recent years, the set-aside has been as much as 80 percent. This proposed allocation reflects the need as best as

it can be determ ned, and would allow for the nost efficient and effective use of TA funds.
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HOMVE | nvest ment Partnerships Program

COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOME | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol lars in Thousands)

Working Capital Fund Transfer Anount
2008 APProPri ati ON ..ot e e $3, 465
2009 Appropriati on/ Request . ... ... 4,200
2010 ReqQUESt ... .. e
Program I nprovement s/ Of fSet s .. ... . . e -4,200

Proposed Acti ons

Wirking Capital Fund Transfer. The fiscal year 2010 Budget includes a Transformation Initiative, discussed as a separate
Congressional Justification, which allows the Secretary the necessary flexibility to undertake an integrated and bal anced effort to
i mprove program performance and test innovative ideas. Up to 1 percent of the funds appropriated for the HOVE account will be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy

i mprovenents. Wthin 30 days of enactnent, the Secretary will provide a detailed operating plan to the Conmttees on Appropriations
with the specific activities that will be undertaken toward achi eving transformation at HUD.
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HOMVE | nvest ment Partnerships Program

COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOMVE | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol lars in Thousands)

I nsul ar Ar eas Anount
2008 ApPProPri ati ON ..ot $3, 288
2009 Appropriati on/ Request . ... ... 3, 650
2000 ReQUESt ..o 3,650

Program I nprovement s/ OfF fSet s .. ... .

Proposed Acti ons

These funds are distributed by formula (see Formula Gants) to the Virgin Islands, Anerican Sanpa, Guam and the Northern Marianas.
By statute, the greater of 0.2 percent of the total allocation or $750,000 is available to | nsular Areas each year.
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HOMVE | nvest ment Partnerships Program

COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOME | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol lars in Thousands)

Housi ng Counsel i ng Anount

2008 APProPri ati ON ..ot $49, 733
2009 Appropriati on/ Request . ... ...
2000 ReQUESt ..o
Program I nprovement s/ Of fSet s .. ... . . e

Proposed Acti ons

The fiscal year 2009 Omi bus Act provided funding for the Housing Counseling Assistance programin a separate account in the Ofice of
Housing. This budget proposed to continue to fund as a separate account within the O fice of Housing in fiscal year 2010 in the
amount of $100 million, reflecting the priority of providing rental assistance and foreclosure rel ated counsel ing.
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HOMVE | nvest ment Partnerships Program

DI STRI BUTI ONS OF HOME FUNDS BY STATE

The fol | owi ng table shows HOVE | nvest nent Partnershi ps Programallocations by State for 2008, 2009 and 2010
appropriations. The 2009 and 2010 ampunts represent prelimnary estimates which are subject to change.

STATE OR TERRI TORY

A KNS AS. . o
California. ... ...

Colorado. . ..o

KaNnSas. . .. ..

ACTUAL
2008

$23, 218
3,987
23, 495
14,868
236, 616
19, 906
19, 024
4,796
8, 453
73,529
39,616
7,170
6, 359
68, 808
27,674
13,798

12, 455
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ESTI MATE
2009
(Dol lars in Thousands)

$25, 635
4,405
25,920
16, 417
261, 448
21,942
20, 997
5,302
9, 342
81, 139
43, 710
7,912
7,023
75, 958
30, 526
15, 226

13,736

ESTI MATE
2010

$25, 865
4,445
26, 153
16, 565
263, 793
22,139
21,185
5, 349
9, 426
81, 867
44,102
7,982
7,086
76, 640
30, 800
15, 363

13, 860



HOMVE | nvest ment Partnerships Program

STATE OR TERRI TORY

Kentucky. . ...... ... .

Loui ST ana. ...

Maryland. . ... ... .

Massachusetts. .. ......... ... ... ... ...

M Nnesota. ... ...
MSSIiSSIippPi ..

MSSOUri ...

Nevada. ... ..
New Hampshire... ... ... ... ... ... ... ... ....

New Jersey. .. ... i

ACTUAL
2008

22,971
28, 594
7,764
23, 070
43, 306
46, 496
20, 683
15, 886
$28, 131
5,679
8,284
11, 040
6,012
44,502
10, 077
183, 342
37, 929
3,536
60, 696
18, 698

19, 879
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ESTI MATE
2009
(Dol lars in Thousands)

25, 365
31, 597
8,577
25, 434
47, 821
51, 326
22,812
17, 556
$31, 038
6,273
9,131
12, 183
6, 635
49, 135
11, 133
202,706
41, 842
3,900
66, 979
20, 638

21, 938

ESTI MATE
2010

25,593
31, 880
8, 654
25, 662
48, 250
51, 787
23,017
17,713
$31, 317
6, 329
9,212
12,291
6, 695
49,576
11, 233
204, 526
42,217
3,935
67,580
20, 823

22,135
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STATE OR TERRI TORY

Pennsyl vania. ......... . .
Rhode I'sland. ... ... ... . . e
South Carolina............................
South Dakota............... ... ... ... . ... ... .. . ... .. ...

TENNESS B, . .o o

Vermont . ...
Virginia. . ... ...
VWAshington.......... .. ... . ...
West Virginia..........coiiiii

W SCONSI N. . e

Puerto RicO........ ... ... ... ..
Subtotal Formula G ants a/

a/ Formul a includes ADDI for fiscal

ACTUAL
2008

69, 040
8,671
18, 452
3,931
28, 379
107, 858
8,464
3,932
32, 176
31, 285
12, 001
25, 899
3,517

30, 795
1,634, 747
69, 253
1, 704, 000
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ESTI MATE
2009

ESTI MATE
2010

(Dol lars i n Thousands)

76, 258
9,574
20, 366
4,336
31, 315
119, 023
9,338
4,346
35, 499
34, 507
13,271
28, 557
3,889

34, 214
1, 805, 150
19, 850
1, 825, 000

76, 943
9, 660
20, 549
4,376
31,596
120, 092
9,421
4, 385
35, 818
34,816
13,390
28,813
3,924

34,522
1,821, 350
3,650
1, 825, 000



HOMVE | nvest ment Partnerships Program

COVMUNI TY PLANNI NG AND DEVEL OPMENT
HOVE | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol l'ars in Thousands)

Program Managenent & Anal ytical Support Anount
2008 ADPPropriati ON ...
2009 Appropriati on/ Request . ... ... .
2000 ReqUESt ...t ...

Program I nprovement s/ OfF fSet s .. ... . . i e
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HOMVE | nvest ment Partnerships Program

COVMUNI TY PLANNI NG AND DEVEL OPMENT
HOVE | NVESTMENT PARTNERSHI PS PROGRAM
Program Of f sets
(Dol l'ars in Thousands)

Tax Credit Assistance Program Anount

2008 ADPPropriati ON ... S
2009 Appropriati on/ Request . ... ... . $2, 250, 000

2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . . i e -2,250, 000

Proposed Acti ons

The Anerican Recovery and Reinvestnment Act, P.L. 111-5, provided $2.25 billion to the HOVE programto nake available to State housing
credit agencies for lowincome housing tax credit projects. These funds are expected to provide 35,000 rental housing units.
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HOMVE | nvest ment Partnerships Program

COVMUNI TY PLANNI NG AND DEVEL OPMENT ACCOUNT
HOME | NVESTMENT PARTNERSHI PS PROGRAM

Program Nane: HOVE | NVESTMENT PARTNERSHI PS PROGRAM

Program M ssi on: The HOVE | nvestment Partnershi ps Program hel ps expand the supply of decent, affordable housing for |ow and
very lowinconme famlies.

Perf ormance | ndi cators Data Sources Per f ormance Report Per f ormance Pl an
2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
Pronot e af fordabl e housing opportunities |(IDS 35,939 41, 846 34,145 31,181 a/

for |ow and noderate-incone househol ds
t hr ough honeowner shi p assi st ance,

i ncl udi ng ADDI, and housi ng
rehabilitation assi stance.

Rent al househol ds and rental units will 1Dl S 29, 563 48, 551 28,676 27,816
be assi sted t hrough HOVE.

Fi nanci al managenent and targeting of HI PS 20% 22% 20% 20%
CPD programresources to neet the needs
of underserved popul ati ons maxi m zed

t hrough nmonitoring 20 percent of active
CPD program grantees for conpliance with
program requi rement s.

Effi ci ency Measure: The annual increase |IDS <6% 3.5% <6% <6%
in the average “bl ended” HOMVE i nvest ment
per unit produced will be no nore than
si X percent.

Effi ci ency Measure: The increase in the PART <3% 0% <3% <3%
aver age ADDI assistance per unit will
not be greater than 3 percent per year.

al This represents a larger than usual decrease because ADDI funds will be nostly, if not conpletely, expended by fiscal year 2010.

Expl anation of |ndicators

Pronot e af fordabl e housi ng opportunities for | ow and noderate income househol ds through honeownershi p assi stance and housi ng
rehabilitation assi stance fromthe HOME | nvest nent Part nershi ps Program

The HOME | nvestment Partnerships program plays a key role in addressing the shortage of affordable housing in Anerica. These funds
can be used to expand access to homeownership by subsidizi ng down paynent and cl osi ng costs, as well as the costs of acquisition,
rehabilitation, and new construction for honebuyers, existing honeowners, and renters. During fiscal year 2010, 31, 181 househol ds are
expected to be assisted. O this number, 20,593 househol ds are projected to becone honmeowners with HOVE | nvest ment Partnerships
program assi stance, with an additional 2,425 assisted with the American Dream Downpaynment Initiative. In addition to assisting
homebuyers, the programwill help 8,163 exi sting homeowners rehabilitate their homes up to standard condition in fiscal year 2010.
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HOMVE | nvest ment Partnerships Program

During fiscal year 2009, 34, 145 househol ds are expected to be assisted. O this nunber, 23,730 househol ds are projected to becone
homeowners wi th HOVE | nvest nent Partnershi ps program assi stance, with an additional 2,000 assisted with the Ameri can Dr eam Downpaynent
Initiative. In addition to assisting honebuyers, the programw ||l help 8,415 exi sti ng homeowners rehabilitate their homes up to
standard condition in fiscal year 2009.

Rent al househol ds and rental units will be assisted with the HOVE | nvest ment Partnerships program

Wi |l e HUD has a nunber of prograns that can be used to provide affordable housing, the HOME programis the naj or affordabl e housing
production program HOME program funds can be used by State and local PJs to produce affordable rental units, assist honebuyers and
exi sting honeowners, and provide tenant-based rental assistance (TBRA) for famlies with incomes well below the | owincome threshol d
for assistance. Approximately 27,816 rental households and rental units will be assisted with HOVE funds during fiscal year 2010. O
this nunber, 18,891 will be rental units conpleted and 8,925 will be tenant-based assi stance. Approxinately 28,676 rental househol ds
and rental units will be assisted with HOVE funds during fiscal year 2009. O this nunber, 19,475 will be rental units conpl eted and
9,201 will be tenant-based assistance. During fiscal year 2008, PJs conpleted 23,170 units of rental housing, and an additional
25,381 famlies were assisted with TBRA

Ef fi ci ency Measures.

The HOVE program has establi shed an efficiency neasure that the annual increase in the average “bl ended” HOME investnent per unit
produced will be no higher than 6 percent. This calculation includes the average for all acquisition, rehabilitation, and new
construction activities. The fiscal year 2008 average was 3.5 percent. The HOVE program al so established an effici ency measure that
the increase in the average ADDlI assistance per unit will not be greater than 3 percent. The fiscal year 2008 average for ADD was
0 percent.
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HOMVE | nvest ment Partnerships Program

COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOMVE | NVESTMENT PARTNERSHI PS PROGRAM
Justification of Proposed Changes in Appropriations Language

The 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 HOME investnent partnershi ps program as authorized under title Il of the Cranston-Gonzal ez Nati onal Affordable Housing

Act, as anended, $1, 825,000,000, to remain available until Septenmber 30, [2011, of which not to exceed $4,200, 000 nay be transferred
to the Wrking Capital Fund] 2012: Provided, [That up to $12, 000,000 shall be avail able for technical assistance: Provided further,
That in prior appropriations Acts] That funds provided in prior appropriations Acts for technical assistance, that were nade available
for Community Housi ng Devel opnent Organi zations technical assistance, and that still remain available, may be used for HOVE technical
assi stance notw thstandi ng the purposes for which such anobunts were appropri ated.
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HOMVE | nvest ment Partnerships Program

COVMUNI TY PLANNI NG AND DEVEL OPMENT
HOVE | NVESTMENT PARTNERSHI PS PROGRAM
Crosswal k of 2008 Availability
(Dol l'ars in Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Formula Grants .......... ..., $1, 624, 747 -$154 S c $252, 0247 $1, 876, 617
Anerican Dream Downpaynent Initiative 10, 000 10, 000
Insular Areas ....................... 3, 288 3,288
HOME/ CHDO Techni cal Assistance ...... 12,500 -4,982 . . 31, 140 38, 658
Housing Counseling .................. 50, 000 - 267 S S 44,491 94, 224
Program Managenent & Anal yti cal
SUPPOrt .o 7 7
Working Capital Fund Transfer ....... 3, 465 3, 465
Di saster Assistance ................. 499 499
Tax Credit Assistance Program..... e e e e e e
Total ... .. 1, 704, 000 -5,403 C C 328, 161 2,026, 758

al Carryover for the Arerican Dream Downpaynent Initiative and Insular Areas funds are included in the Formula Grants carryover.
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOMVE | NVESTMENT PARTNERSHI PS PROGRAM
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009

Budget Action on 2009 Suppl enent al / Total 2009

Budget Activity Request Request Resci ssi on Repr ogr anmi ngs Carryover Resour ces
Formula Gants ...................... $1, 898, 707 $1, 805, 150 S S $294, 7652 $2, 099, 915
Anmer i can Dream Downpaynent I nitiative 50, 000 .. ..
Insular Areas ....................... 3,833 3,650 3,650
HOME/ CHDO Techni cal Assistance ...... 9, 900 12,000 . . 30, 494 42,494
Housing Counseling .................. LU LU 50, 216 50, 216

Program Managenent & Anal yti cal

SUPPOrt .o
Wirking Capital Fund Transfer ....... 4,200 4,200 .. .. .. 4,200
Di saster Assistance ................. 499 499
Tax Credit Assistance Program..... e e $2, 250, 000 e e 2, 250, 000
Total . ... 1, 966, 640 1, 825, 000 2,250, 000 . 375, 974 4,450,974

a/l Carryover for the American Dream Downpaynent Initiative and Insular Areas funds are included in the Formula Grants carryover.

b/ Funds for the Housing Counseling Assistance program were requested as a separate account in the Ofice of Housing and the fiscal
year 2009 Omi bus Act provided such funds to the Ofice of Housing as a separate account.
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOUSI NG TRUST FUND
2010 Summary Statenment and Initiatives
(Dol lars i n Thousands)

Enact ed/ Suppl enent al / Tot al
HOUSI NG TRUST FUND Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................
2009 Appropriati on/ Request ........
2010 Request ............. ... $1, 000, 000 e e $1, 000, 000 $1, 000, 000 $20, 000
Program | nprovenents/ Offsets ...... +1, 000, 000 S S +1, 000, 000 +1, 000, 000 +20, 000

Summary St at enent

The Housing Trust Fund was established by the Housing and Econom ¢ Recovery Act of 2008 (HERA), with a dedi cated mandat ory fundi ng
stream from assessnents on Fannie and Freddie Mac. However, the Federal Housing Fi nance Agency has indefinitely suspended these
assessnents, not that the governnment-sponsored enterprises (GSEs) are in conservatorship. The purpose of the Housing Trust Fund is to
provide grants to States for use: (a) to increase and preserve the supply of rental housing for extrenely |ow and very | owincone
fam lies, including honeless famlies; and (b) to increase honmeownership for extrenmely low and very low-incone famlies, limted to
10 percent of the total funding.

The 2010 Budget proposes to restore funding for the Housing Trust Fund through | egislation directing $1 billion to finance the
devel oprment, rehabilitation, and preservati on of affordable housing for very |owincone residents.

Initiatives
The program has been identified as a Presidential Initiative.

Program Description and Activities

The Housing and Economic Recovery Act of 2008 directs the Secretary of Housing and U ban Devel opnent to establish and manage a Housi ng
Trust Fund, which could be funded with ambunts allocated from Fannie Mae and Freddi e Mac and any anounts as are or may be
appropriated, transferred, or credited to such Housi ng Trust Fund under any other provisions of |aw

The purpose of the Housing Trust Fund under this section is to provide grants to States for use (a) to increase and preserve the
supply of rental housing for extremely |l ow and very lowincone famlies, including honeless famlies; and (b) to increase
homeownership for extrenmely low and very |l owincome famlies.

The Secretary shall, by regulation, establish a formula within 12 nonths of the date of enactnment of the Federal Housing Finance
Regul at ory Reform Act of 2008, to distribute anmounts nmade avail abl e under this Act to each State to provide affordable housing to
extrenely low- and very | ow income househol ds.

Grant anounts allocated to a State or State designated entity under the Housing Trust Fund are eligible for use, or for commitment for
use, only for assistance for (A) the production, preservation, and rehabilitation of rental housing, and for operating costs, and

(B) the production, preservation, and rehabilitation of housing for honeownershi p, including such fornms as down payment assistance,
closing cost assistance, and assistance for interest rate buy-downs.



Housing Trust Fund

DI STRI BUTI ON TO STATES BY NEEDS- BASED FORMJLA.

In General. The Secretary shall, by regulation, establish a formula within 12 nonths of the date of enactnent of the
Housi ng and Econom c Recovery Act of 2008, to distribute anounts made available to each State to provide af fordable housing
to extremely low and very | owincone househol ds.

Basis for Fornula. The formula shall include the follow ng:

(i) The ratio of the shortage of standard rental units both affordable and avail able to extrenely | owincone renter
households in the State to the aggregate shortage of standard rental units both affordable and available to
extrenely low-incone renter households in all the States.

(ii) The ratio of the shortage of standard rental units both affordable and avail able to very |ow-incone renter
households in the State to the aggregate shortage of standard rental units both affordable and available to very
lowincone renter households in all the States.

(iii) The ratio of extrenely lowincome renter households in the State living with either: (a) inconplete kitchen or
plunmbing facilities, (b) nore than 1 person per room or (c) paying nore than 50 percent of inconme for housing
costs, to the aggregate nunmber of extrenely lowincome renter households living with either (d) inconplete kitchen
or plumbing facilities, (e) nore than 1 person per room or (f) paying nore than 50 percent of income for housing
costs in all the States.

(iv) The ratio of very | owincome renter households in the State paying nore than 50 percent of income on rent relative
to the aggregate nunber of very |lowinconme renter househol ds paying nore than 50 percent of incone on rent in all
the States.

(v) The resulting sumcal culated fromthe factors described in clauses (i) through (iv) shall be nmultiplied by the

relative cost of construction in the State.

ALLOCATI ON OF GRANT AMOUNTS.

Not later than 60 days after the date that the Secretary determ nes the fornmula anobunts, the Secretary shall publish in the
Federal Register that funds are avail abl e.

M Nl MUM STATE ALLOCATI ONS.  $3, 000, 000

ALLOCATI ON PLANS REQUI RED.

In General. For each year that a State or State designated entity receives a grant, the State or State designated entity
shal | establish an allocation plan. Such plan shall: (a) set forth a plan for the distribution of grant amounts received by
the State or State designated entity for such year; (b) be based on priority housing needs, as determ ned by the State or
Stat e desi gnated; (c) include performance goal s.

Contents. An allocation plan of a State or State designated entity shall set forth the requirenents for eligible recipients
to apply for such grant amounts, including a requirement that each such application include: (a) a description of the
eligible activities to be conducted using such assistance; and (b) a certification by the eligible recipient applying for
such assistance that any housing units assisted with such assistance will conply with the requirenents of the Housing Trust
Fund.

Eligible Activities. Gant anounts allocated to a State or State designated entity shall be eligible for use, or for
comm tnment for use, only for assistance for:




Housi ng Trust

(a)

(b)

(a)

(b)
(c)

Fund

the production, preservation, and rehabilitation of rental housing and for operating costs, except that not |ess
than 75 percent of such grant amounts shall be used for the benefit only of extrenely |low-income famlies or
famlies with incomes at or bel ow the poverty line, and not nore than 25 percent for the benefit only of very |ow-
incone famlies; and

the production, preservation, and rehabilitati on of housing for homeownership, including such forns as down paynent
assi stance, closing cost assistance, and assistance for interest rate buy-downs, that

(i) is available for purchase only for use as a principal residence by fanmlies that qualify both as extrenely
low and very lowinconme famlies; and first-time honebuyers

(ii) has the same naximuminitial purchase price as the HOVE program
(iii) 1is subject to the sanme resale restrictions as HOME, and

(iv) is made available for purchase only by honebuyers who have, before purchase, conpleted a program of
i ndependent financi al education and counseling froman eligible organization

ELI G BLE RECI PIENTS. G ant anpbunts allocated to a State or State designated entity may be provided only to a

reci pient that is an organization, agency, or other entity (including a for-profit entity or a nonprofit entity) that

has denonstrated experience and capacity, as evidenced by its ability to

(i) own, construct or rehabilitate, nmanage, and operate an affordable nmultifamly rental housing devel opnent;
(ii) desi gn, construct or rehabilitate, and market affordabl e housing for honeownership; or

(iii) provide forms of assistance, such as down paynents, closing costs, or interest rate buy-downs for purchasers
denonstrates the ability and financial capacity to undertake, conply, and manage the eligible activity; and

dermonstrates its famliarity with the requirenents of any other Federal, State, or local housing programthat wil
be used in conjunction with such grant anounts to ensure conpliance with all applicable requirenents and regul ati ons
of such prograns.

LI M TATI ONS ON USE.

REQUI RED AMODUNT FOR HOMEOWNERSHI P ACTIVITIES. O the aggregate anmount allocated to a State or State designated entity, not

nmore than 10 percent shall be used for honeownership activities.

DEADLI NE FOR COVM TMENT OR USE. Grant anounts allocated to a State or State designated entity under this subsection shall be

used or

committed for use within 2 years of the date that such grant anmounts are nmade available to the State or State
desi gnated entity. The Secretary shall recapture any such ambunts not so used or committed for use and reallocate such anmounts
under this subsection in the first year after such recapture

ADM NI STRATIVE COST. Limt the anount of any grant anmounts for a year that nmay be used by the State or State designated entity

for adm nistrative costs of carrying out the program includi ng home ownership counseling, to a percentage of such grant
anmounts of the State or State designated entity for such year, which may not exceed 10 percent

. ACCOUNTABI LI TY OF RECI Pl ENTS AND GRANTEES

(a) RECI PI ENTS.



Housing Trust Fund

TRACKING OF FUNDS. The Secretary w |

()

(i)

require each State or State designated entity to develop and nmaintain a systemto ensure that each recipient of
assi stance uses such amounts in accordance with this section, the regulations issued under this section, and any
requi rements or conditions under which such anobunts were provided; and

establish mnimumrequirenments for agreements between the State or State designated entity and recipients,
regardi ng assi stance, which shall include appropriate periodic financial and project reporting, record retention,
and audit requirenments for the duration of the assistance to the recipient.

(b) GRANTEES.

. REPORT. The Secretary will require each State or State designated entity to subnit a report to the Secretary that describes
the activities funded during such year with such grant anmounts; and the manner in which the State or State designated entity
conmplied during such year with any allocation plan.

. REGULATI ONS. The Secretary will issue regulations to carry out this program
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Budget Activity

Formula Grants ........

Total ..

FTE

Headquarters ........

Field ..

COVMUNI TY PLANNI NG AND DEVEL OPMENT
HOUSI NG TRUST FUND
Summary of Resources by Program
(Dol lars i n Thousands)

2007 2009 Budget
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/
Aut hority Into 2008 Resour ces ol i gati ons Request
2008 2009 2010
Act ual Estimate Estinate

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
s $1, 000, 000
1, 000, 000
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOUSI NG TRUST FUND
Justification of Proposed Changes in Appropriations Language

Expl anati on of Changes

The Housing Trust Fund was established by the Housing and Econom ¢ Recovery Act of 2008 (HERA), with a dedi cated mandat ory fundi ng
stream from assessnents on Fannie Mae and Freddie Mac. However, the Federal Housing Finance Agency has indefinitely suspended these
assessnents, now that the GSEs are in conservatorship. The 2010 Budget proposes to restore funding for the Housi ng Trust Fund through
legislation directing $1 billion to finance the devel opnent, rehabilitation, and preservation of affordable housing for very |ow-
income residents. The forthcoming |egislative proposal will amend the authorizing |anguage for the Housing Trust Fund; no

di scretionary appropriations |anguage is required.



Housing Trust Fund

Budget Activity

Formula Grants ......................

Tot al

COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOUSI NG TRUST FUND
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Suppl enment al / Appr oved
2008 Enact ed Resci ssi on Repr ogr amm ngs

Transfers

Carryover

Tot al
2008
Resour ces




Budget Activity

Formula Gants ......................

Tot al

COVMUNI TY PLANNI NG AND DEVEL OPMENT
HOUSI NG TRUST FUND
Crosswal k of 2009 Changes
(Dol l'ars in Thousands)

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

Repr ogr anmi ngs

Carryover

Total 2009
Resour ces
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
HOUSI NG TRUST FUND
Program Of f sets
(Dol lars in Thousands)

Formula Gants Anount
2008 ApPropriati ON ... ..

2009 Appropriati on/ Request . ... ... S
2010 REQUEST .ottt $1, 000, 000
Program I nprovement s/ Of fSet s .. ... . +1, 000, 000



Housing Trust Fund

COVMUNI TY PLANNI NG & DEVELOPNMENT
HOUSI NG TRUST FUND
Per f ormance Measurenent Tabl e

Program Nane: HOUSI NG TRUST FUND

Program M ssion: To provide grants to States for use to increase and preserve the supply of rental housing for extremely | ow-
and very lowincone fanilies, including honeless famlies; and to i ncrease honeownership for extrenely | ow and very |owinconme
famlies, limted to 10 percent of the total funding.

Perf ormance | ndi cators Data Sources Per f ormance Report Per f ormance Pl an
2008 Pl an 2008 Actual 2009 Pl an 2010 Pl an
Establ i sh Nurmber of additional rentals and N A N A N A Establi sh
Honeownershi p units provi ded by HUD. basel i ne

N A = Not Avail abl e

Expl anation of |ndicators. The baseline for the performance plan will be established in fiscal year 2010.

PERFORMANCE OUTLOCK

The following unit nunbers are projected production over tine for the 2010 fundi ng of Housing Trust Fund formula all ocations. Fiscal
year 2010 funds ($1 billion) are expected to result over time in cunul ati ve of 35,939 production units which will conprise of
29,381 rental units and 6,558 honebuyer units.

U 10



COVMUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOVEOANERSHI P OPPORTUNI TY PROGRAM
2010 Summary Statenment and Initiatives
(Dol l'ars in Thousands)

SELF- HELP HOVEOANERSHI P OPPORTUNI TY Enact ed/ Suppl enent al / Tot al

PROGRAM Request Carryover Resci ssi on Resour ces ol i gations Qutl ays
2008 Appropriation ................ $60, 000 $48, 267 - $3, 4502 $104, 817 $44, 817 $25, 504
2009 Appropri ation/ Request ........ 64, 000 60, 000 C 124, 000 64, 000 50, 098
2010 Request ............. ... 77,000 60, 000 el 137, 000 77,000 55, 000
Program | nprovenents/ Offsets ...... +13, 000 S S +13, 000 +13, 000 +4, 902

a/ Includes a $3,450,000 rescission as a result of P.L. 110-161.

Summary St at enent

SHOP Appropriation History: 1996-2010
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The fiscal year 2010 budget proposes $77 million for the Self-Help Honeownership Opportunity Program (SHOP) account. This request
consists of $27 mllion for SHOP, $50 mllion for the Capacity Building for Comunity Devel opnent and Affordable Housing Program and
no funding for the Housing Assi stance Council .

The proposed funding for the SHOP conpetitive grant programis $500, 000 higher than the fiscal year 2009 appropriated anmount. This
request reflects the inportance of this effort and the proven track record of the program The requested funding will increase
assi stance to low and very low-income fam lies and individuals that otherw se coul d not become honmeowners. The SHOP program

| everages at |least $10 in resources fromother sources for every SHOP dollar. Eligible uses of SHOP funds are |and acquisition,
infrastructure i nprovenents and adm nistrative costs.



Sel f - Hel p Homeowner shi p Opportunity Program

Capacity Buil ding for Community Devel opnent and Affordabl e Housing programwill have five eligible grantees in fiscal year 2010:
Living Gties Inc./National Conmunity Devel opnent Initiative (NCD), Enterprise Community Partners, the Local Initiatives Support
Corporation (LISC), Habitat for Humanity International and Youth Build USA. In fiscal year 2009, only three of these applicants were
eligible. The proposed additional funding of $16 mllion for the Capacity Building programfor fiscal year 2010 reflects the proven
track record of the program and the inportance of the grantees capacity buil ding work with Comunity Devel opment Corporations across
the country. The additional funding will support grantees increased focus on foreclosure recovery efforts for honeowners. The
requested funding will also allow the grantees to expand their innovative green and sustainable comunities prograns.

SHOP Funds Expended in FY2008

O Infrastructure
M Land Acquisition

O Administration

The SHOP program was eval uated in fiscal year 2006. It was noted that the program s purpose is clear, without major design flaws, and
continues to serve an existing need for low- to very lowincone famlies. It was also noted that SHOP has strong managenent
practices, and has devel oped annual and |ong-term performance targets, and the program managenent regularly uses performance and
financial data to denonstrate accountability, inprove performance, and nanage priorities. For its inprovenent plan, it was noted that
addi tional annual and |ong-term outcone nmeasures to assess comunity inpact of the program and conpleting an i ndependent eval uation
of program ef fectiveness, and areas of inprovenent were needed. These neasures have since been added. The Department has contracted
with Applied Real Estate Analysis to conduct an independent eval uation. The evaluation is designed to assess the effectiveness of

usi ng honebuyer sweat equity and up-front subsidi es to make housing affordable both initially and over the long term to exam ne
changing costs that may affect long-termaffordability, and to anal yze the inpact of the housing built with sweat equity on the

fam lies and on the neighborhoods where the housing is located. The study focuses on SHOP grantees and affiliates receiving fiscal
years 2001 and 2002 funds, and is planned to be conpleted in June 2009.

Initiatives

No new initiatives are proposed.



Sel f - Hel p Homeowner shi p

Budget Activity

Sel f - Hel p Homreowner shi p
Opportunity Program..

Capacity Building .....

Housi ng Assistance
Council ..............

FTE

Field ...............

Opportunity Program

COVMUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOVEOANERSHI P OPPORTUNI TY PROGRAM
Summary of Resources by Program
(Dol l'ars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Aut hority Into 2008 Resour ces Obl i gations Request Into 2009 Resour ces Request
$26, 500 $18, 677 $45, 177 $18, 677 $26, 500 $26, 500 $53, 000 $27, 000
30, 050 29,590 59, 640 26, 140 34,000 33, 500 67, 500 50, 000
RN RN RN RN _3' 500 LN _3' 500 RN
56, 550 48, 267 104, 817 44,817 64, 000 60, 000 124, 000 77,000
2008 2009 2010
Act ual Esti mate Estinate
2 1 1
2 3 3
4 4 4
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOMEOANERSHI P OPPORTUNI TY PROGRAM
Program Of f sets
(Dol lars i n Thousands)

Sel f - Hel p Homeowner shi p Opportunity Program Anount
2008 ApPProPri ati ON ..ot $26, 500
2009 Appropriati on/ Request . ... ... 26, 500
20010 ReqUESt ..t 27,000
Program I nprovement s/ OfF fSet s .. ... . +500

Proposed Acti ons

Funding of $27 million for the SHOP homeownershi p conponent in fiscal year 2010 will provi de homeownership opportunities to a mninmm
of 1,440 lowincone famlies at an average SHOP i nvestnent of $15,000 per unit. G antees may use 20 percent of their grants for

adm ni strative costs. The SHOP fundi ng requests in 2008 and 2009 recogni ze the inportance and proven track record of this program
The funding requests also reflect the ability of the successful applicants to expand their staffing, outreach and producti on.

Expanded demand for this programis evidenced by the fact that the availability of only $18.7 million in fiscal year 2007 generated
$48.2 million in funding requests fromfour selected applicants. This is further supported in fiscal year 2008, where $26.5 nmillion
in available funds generated $48.1 million in grant requests fromthree selected applicants.

Program Desi gn

The SHOP program enbodi es HUD s focus on nurturing partnerships by providing conpetitive grants to national and regi onal non-profit
housi ng organi zati ons and consortia that specialize in the devel opnent of self-help housing. Since inception of the program grantees
have conpl eted constructi on on 20,596 housing units as of Decenber 31, 2008.

SHOP Homeownership
3,000

2,500

2,000 O Units Proposed

1,500 H Units Completed
1,000

500

Number of Units

2002 2003 2004 2005 2006 2007 2008 2009 2010

Grant Year
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SHOP is successful because it provides funding for the acquisition and preparation of land to assist the efforts of national and

regi onal non-profit organizations and consortia that have denonstrated a strong ability to obtain naterials and nobilize volunteer

| abor to develop high quality affordable housing. Land costs and infrastructure expenses are two key factors that drive the cost of
homeowner shi p beyond the reach of |lowincome famlies. SHOP funds serve as the “seed nobney” which provides nonentum for greatly
expanded | evel s of construction investnment frompublic and private sources. Wile the matching of SHOP funds with other dollars is
not required, SHOP grantees have submitted evidence, as part of their annual application subm ssions, denonstrating that for every
SHOP dollar, at least $10 in resources fromother sources is |leveraged. This does not include sweat equity and volunteer |abor
required by this program The presence of SHOP funds increases the ability of non-profit organizations to |everage funds, providing a
substantial return on the maxi num Federal investnent of $15,000 per unit. Thus, SHOP funds reinforce the very grassroots nature that
has made sel f-hel p housing organi zati ons so successful at expanding housing opportunities for low and very lowincome famlies in
urban and rural areas across the country. |In the table below, AM neans Area Medi an | ncome.

SHOP Low-Income Beneficiaries for Completed Units

00-30% AMI
H>30-50% AMI
0O0>50 - 80% AMI
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COVMUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOMEOANERSHI P OPPORTUNI TY PROGRAM
Program O fset s
(Dol lars i n Thousands)

Capacity Buil di ng Anount
2008 ApPProPri ati ON ..ot $30, 050
2009 Appropriati on/ Request . ... ... 34,000
2010 REQUEST oottt e 50, 000
Program I nprovement s/ OfF fSet s .. ... . +16, 000

Proposed Acti ons

The Capacity Building for Community Devel opnent and Affordabl e Housing (Capacity Building) program fundi ng request for fiscal year
2010 is $50,000, 000, an increase of $16, 000,000 over the fiscal year 2009 appropriated amount. There will be five eligible grantees
in fiscal year 2010: Living Cties Inc./National Comunity Devel oprment Initiative (NCD), Enterprise Comunity Partners, the Local
Initiatives Support Corporation (LISC), Habitat for Humanity International and Youth Build USA. In fiscal year 2009 only three of
these applicants were eligible. The proposed additional funding for the Capacity Buil ding program for fiscal year 2010 reflects the
proven track record of the program and the inportance of the grantees capacity building work with Community Devel opnent Corporations
across the country. The additional funding will support grantees increased focus on foreclosure recovery efforts for homeowners. The
requested funding will also allow the grantees to expand their innovative green and sustainable comunities prograns.

Backgr ound

The Capacity Building for Community Devel opnent and Affordabl e Housing (Capacity Building) programis authorized by Section 4 of the
HUD Denonstration Act of 1993, which established HUD's participation in the privately organi zed and initiated National Comunity

Devel opnent Initiative (NCDI). The Capacity Building program provides grants to national intermediaries to devel op, enhance and
strengt hen the technical and administrative capabilities of comunity devel opment corporations (CDCs) and conmuni ty housing

devel opnment organi zati ons (CHDOs) to carry out comunity devel opnent and affordable housing activities for |ow and noderate-incone
persons and famlies. This holistic effort devel ops capacity in nonprofits so that they can work together with cities to rebuild and
revital i ze nei ghbor hoods, which inproves the Iives of the people who reside there by securing adequate housing, education, enploynent,
shoppi ng, safe streets and transportation. The national internediaries build capacity by providing operati ng support, training,
techni cal assistance and project financing to the CDCs and CHDGCs.

The 1997 statute lists five eligible national internediary organizations--Living CGties, Inc/National Community Devel oprment

Initiative, Local Initiatives Support Corporation (LISC), Enterprise Conmunity Partners, Inc., Habitat for Humanity International, and
Yout hBuild USA. Recent legislation has limted eligibility to the second, third and fourth listed organizations. The statute
requires that each Federal dollar is matched by three private dollars. This 3:1 private/ public match is the nost stringent match
requirenment of any HUD program Since 2007, the program has been conpetitive.
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Wil e CDCs are i nportant anchor institutions serving |low and noderate persons in comunities across Anerica, CDCs thensel ves benefit
from addi tional capacity support and assistance in pre-devel opnent, joint venturing, finance |ayering, asset nanagenent, or economnic

and housing devel opnent. | n 2008, al nbst 8,000 hones were renovated, preserved or newly constructed using programresources.
Grantees also commt to investnment in other comunity devel opment activities, such as econom c devel opnent, workforce devel oprent,
chil dcare, and comunity safety. In 2008, grantees used the Capacity Building funding to | everage nore than $1.5 billion in cash and

in-kind contributions.

Overall, the Capacity Building programis a particularly innovative program The grantees have far-reaching, national inpact and the
very nature of their work serves as a laboratory for innovative ideas and best practices in green technologies, community
sustainability and nei ghborhood stabilization. For CDCs, becom ng effective at housing developnent is the first step in mastering the
chal | enges of econom c devel opment, sustai nabl e devel opnent and other conmunity devel opment activities. |In recent years, Capacity

Bui |l di ng grantees have led the way in pronoting sustainable and green communities. The additional funding will support grantees
increased focus on foreclosure recovery efforts for homeowners. For exanple, Enterprise Community Partners has devel oped green
community criteria, and the Local Initiatives Support Corporation (LISC) has devel oped a Sustai nable Communities initiative to

eval uat e and nonitor the health of el even Anerican nei ghborhoods.

An assessnent, conducted in 2003 for the 2005 Budget, determ ned the programto be noderately effective, as well as effectively
| everagi ng private sources.
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Number of Homes Renovated, Preserved or Newly Constructed Through Section 4 Capacity

Building in FY 2002 - 2008
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Number of Trainings Created and Provided to CDCs and CHDOs Through Section 4 Capacity

Building for FY 2002 - 2008
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Total Development Cost Estimate of Community Development Projects Funded by CDCs and
CHDOs Through Section 4 Capacity Building for FY 2002 - 2008

(in millions of dollars)
(Shows Increased Capacity of CDC and CHDO Industry.)
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOMEOANERSHI P OPPORTUNI TY PROGRAM
Program Of f sets
(Dol lars in Thousands)

Housi ng Assistance Counci | Anount
2008 ApPropriati ON ... .. ..
2009 Appropriati on/ ReEQUEST . ... i $3, 500
2010 ReqQUESt ... .. e
Program I nprovement s/ OfF fSet s .. ... . - 3,500

Proposed Acti ons

No funding is requested for Housing Assistance Council (HAC) for fiscal year 2010. HAC is eligible to conpete in the SHOP program
NOFA, and other Federal funding streans, including Rural Housing Fund under CDBG.

V-11
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COVWUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOVEOANERSHI P OPPORTUNI TY PROGRAM
Per f ormance Measurenent Tabl e

Program Nanme: Sel f-Hel p Homeowner shi p Opportunity Program

construction of their house.

Program M ssi on: SHOP provi des honmeownership opportunities to | owinconme honmebuyers,

who contribute sweat equity toward the

Per f ormance | ndi cators

Dat a Sources

Per f ormance Report

Per f ormance Pl an

2008 Pl an 2008 Actual

2009 Pl an 2010 Pl an

Pronot e af f or dabl e housing opportunities
for Iow- and noderate-inconme househol ds
t hrough hormeownership assistance and

housi ng rehabilitation assistance.

1,500

1,927

1, 500 1,500

V-12
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COMMUNI TY PLANNI NG AND DEVEL OPMENT
SELF- HELP HOMEOANERSHI P OPPORTUNI TY PROGRAM
Justification of Proposed Changes in Appropriations Language

The 2010 President’s Budget includes proposed changes in the appropriations |anguage |isted and expl ai ned bel ow New | anguage is
italicized and underli ned.

For the Self-Hel p and Assisted Homeowner shi p Opportunity Program as authorized under section 11 of the Housing Opportunity Program
Ext ensi on Act of 1996, as anended, [$64, 000, 000]$77, 000,000, to remmin avail able until Septenmber 30, [2011] 2012: Provi ded, That of
the total amount provided under this heading, [$26,500,000]%$27, 000,000 shall be nmade available to the Self-Hel p and Assisted
Honeowner shi p Qpportunity Program as aut horized under section 11 of the Housing Opportunity Program Extension Act of 1996, as anmended
Provided further, That [$34, 000,000]$50, 000,000 shall be nmade avail able [for the second, third and fourth capacity building activities
aut hori zed] under section 4[(a)] of the HUD Denonstrati on Act of 1993 (42 U.S.C. 9816 note), of which not |less than

[ $5, 000, 000] $10, 000, 000 nmay be nmade available for rural capacity building activities[: Provided further, That $3, 500,000 shall be made
avai |l able for capacity building activities as authorized in sections 6301 through 6305 of Public Law 110-246]

(Depart ment of Housing and Urban Devel opment Appropriations Act, 2009.)
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COMMUNI TY PLANNI NG AND DEVEL OPMENT

SELF- HELP HOMEOANERSHI P OPPORTUNI TY PROGRAM
Crosswal k of 2008 Availability
(Dol lars i n Thousands)

Tot al
Suppl enent al / Appr oved 2008
Budget Activity 2008 Enact ed Resci ssi on Repr ogr anmi ngs Transfers Carryover Resour ces
Sel f - Hel p Homeowner shi p Opportunity
Program............ .. ... . ... .. ... $26, 500 C $18, 677 $45, 177
Capacity Building ................... 33,500 - $3, 450? 29, 590 59, 640
Housi ng Assistance Council ..........
Total ... 60, 000 - 3,450 48, 267 104, 817
a/ Includes a $3,450,000 rescission as a result of P.L. 110-161
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COVWUNI TY PLANNI NG AND DEVEL OPMVENT
SELF- HELP HOMEOANERSHI P OPPORTUNI TY PROGRAM
Crosswal k of 2009 Changes
(Dol lars i n Thousands)

2009 Congr essi onal
President’s Appr opriations 2009
Budget Action on 2009 Suppl enental / Total 2009
Budget Activity Request Request Resci ssi on Repr ogr anm ngs Carryover Resour ces
Sel f - Hel p Homeowner shi p Opportunity

Program......... ... . ... . . ... ... $40, 000 $26, 500 $26, 500 $53, 000
Capacity Building ................... .. 34,000 33,500 67,500
Housi ng Assistance Council .......... L. 3,500 3,500
Total ... .. 40, 000 64, 000 60, 000 124, 000
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COMMUNI TY PLANNI NG AND DEVELCOPMENT
HOVELESS ASSI STANCE GRANTS
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al
HOVELESS ASS| STANCE GRANTS Request Carryover Resci ssi on Resour ces Cbligations Qut | ays
2008 Appropriation ................ $1, 585, 990 $1, 693, 6052 -$44, 909 $3, 234, 686° $1, 539, 430° $1, 440, 463
2009 Appropriation/ Request ........ 1, 677,000 1, 744, 470° 1, 500, 000¢ 4,921, 470¢ 3, 359, 470¢ 1, 551, 000
2010 Request .............. ... 1,793,715 1, 612, 000f . 3, 405, 715 1, 794, 307 2,422, 000
Program | nprovenents/ O0ffsets ...... +116, 715 - 132,470 -1, 500, 000 -1, 515, 755 -1, 565, 163 +871, 000

a/ Carryover includes $31.547 nillion of funds recaptured in fiscal year 2008.

b/ I'ncludes $2.475 mllion of funds that were transferred and obligated to the Wrking Capital Fund.
¢/ Includes $50 million in anticipated recaptured funds and excludes $785 thousand of expired funds.
d/ Per the American Recovery and Reinvestnment Act, P.L. 111-5.

e/ Includes $2.675 mllion of funds that were transferred and obligated to the Wrking Capital Fund.
f/ Carryover includes $50 nmillion in estimated recaptured funds.

Sumrary St at enent

The fiscal year 2010 Budget proposes $1.794 billion for Honel ess Assistance Gants (HAG, which is $116.7 mllion nore than the fiscal
year 2009 appropriated anount and $207.7 mllion nore than the fiscal year 2008 |evel. Approximtely $405 nillion of the total funding
will be used for Shelter Plus Care renewals. This justification proposes a substantial change in that it details the grants budget into
three conponents: (1) conpetitive renewals; (2) conpetitive new projects; and (3) Energency Shelter Grants. As renewals have absorbed a
| arger share of the budget each year, it has becone increasingly difficult to fund new permanent supportive housing projects through the
Conti nuum of Care conpetitive process. It is the Administration's intent to provide dedicated funding for new supportive housing units
totaling about $140 nillion.

The fiscal year 2010 budget request reflects both the Adm nistration’s priority to confront homel essness and the strong overall results
that have been achi eved under this program In addition to increasing the nunber of transitional and pernanent beds from approxinately
160,000 in fiscal year 2006 to the current |evel of approxi mately 183,000, the nunber of honel ess individuals who remain housed in HUD
permanent projects for at |least 6 nonths has increased from69.0 percent to 75.1 percent. |In addition, these critical resources can be
used to serve honel ess veterans and their famlies, which currently make up approxi mately 15 percent of the sheltered honel ess popul ation
in addition to unsheltered honel ess veterans.

HUD has in recent years been enphasizing to communities the inportance of using HAG funds for housing activities. In fiscal year 2000,
only 44 percent of HUD s conpetitive homel ess funds used for housing and services were used for housing activities. As a result of the
enphasi s HUD has since placed on housing, by the 2008 conpetition, 62.5 percent of these funds were awarded for housing activities. This
increase has resulted in additional housing for honel ess persons nationw de. |n February 2008, HUD announced new and renewal
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funding for over 183,000 transitional and permanent housi ng beds. Al though the investnment by HUD i n housing individuals and famlies who
are honeless is significant, the problemremains a |arge one. The |ast Annual Honel ess Assessment Report (AHAR) to Congress reported that
nearly 1.6 mllion people are served by energency shelter and transitional housing prograns over the course of a year and nearly 672, 000
persons are honel ess on a given night. That far exceeds HUD' s current portfolio of 183,000 beds, although the $1.5 billion Honel essness
Prevention Fund included as part of the 2009 Recovery Act will assist in devel oping capacity at the local |evel for prevention of

honel essness and to rapidly re-house those who experience honel essness. The AHAR al so docunented progress made by comunities in reducing
the nunber of chronically honel ess persons, due largely to HUD s policy enphasis on this popul ation and the dedi cated resources nade

avail able for prograns to serve chronically honel ess persons.

The Administration is committed to reform ng the existing HUD honel ess assi stance prograns by consolidating and sinplifying them In
addition to pursuing legislative change by working with the Congress, HUD has and will continue to take adm nistrative steps to increase
ef ficiency. The proposed streamining of the Homel ess Assistance Gants will nake several significant and system c inprovenents that will
be realized in fiscal year 2010. First, HUD will be able to provide needed funding nore efficiently and effectively, reducing the nunber
of applications and awards from approximately 6,000 to 460. This will significantly reduce the anobunt of tine it takes to award and
obligate the current year appropriation. Second, HUD s nethod of providing honel ess assistance will be greatly sinplified by the

consol i dation of programregul ations such as match requirenents, eligible activities and eligible applicants. Third, HUD s approach will
be nore conprehensive and will include, for the first time, honeless prevention prograns as an eligible activity. Fourth, funds will be
avail abl e for planning and to serve persons nore conprehensively, effectively and in a nore tinely fashion.

Any solution to honel essness nust enphasi ze housing. |n the 2008 conpetition, 62.5 percent of the funds were used for Housi ng/ Operati ons,
32.0 percent for services, 2.6 percent for Honel ess Managenent |nformation Systenms (HMS), and 3.1 percent for adm nistrative costs. In
fiscal year 2008, there were 183,474 beds funded.

HUD s Honel ess Assi stance Grants program provi des Federal support to reduce honel essness, including for those who are nost difficult to
serve. Homel ess assistance funds are distributed through a unique conpetitive process called the Conti nuumof Care in which Federal
funding is driven by the l|ocal decision-making process. The Continuum of Care (CoC) systemis a comunity-based process that provides a
coordi nated housi ng and service delivery systemthat enables comunities to plan for and provi de a conprehensive response to honel ess

individuals and famlies. Comunities have worked to establish nore cost—effective continuuns that identify and fill the gaps in housing
and services that are needed to nove honel ess famlies and individuals into permanent housing. The CoC systemattenpts to serve the
speci fic needs of all horel ess sub-populations within a particular comunity. It is an inclusive process that is coordinated with non-

profit organi zations, State and | ocal government agencies, service providers, private foundations, faith-based organizations, |aw
enforcenent, |ocal businesses, and honel ess or fornmerly honel ess persons. This planning nodel is based on the understanding that
horel essness is not nerely a lack of shelter, but involves a variety of unnet needs-—physical, econom c, and social.

The success the Departnment has had in focusing its resources on achieving performance is reflected in the 2005 evaluation by the Ofice of
Managenent and Budget in which HUD s Homel ess Assistance Gants was the first programin the Departnent to receive the highest rating,
“Effective.”

Initiatives

HUD continues to support the consolidation of its honel ess assistance prograns, which has recently been considered by Congress. |If
passed, consolidation would significantly streamine the delivery of honel ess assistance in this nation, providing significant flexibility
to comunities to neasurably reduce honel essness.

HUD has al so taken admi nistrative steps to increase efficiency. In 2008, HUD inplenented a new el ectroni c grants nmanagenent system called
e-snaps, that mnimzes the amount of time needed for HUD to review projects and automates other funding activities. This efficient and
nmore nodern web- based approach is expected to cut HUD s review time for applications nearly in half. For the 2008 conpetition, HUD was
able to reduce the time needed to process applications fromthe usual six nmonths to less than four months. |n 2009 and 2010, that

schedul e will be reduced further through e-snaps and other significant streamining efforts.

Certain steps have been undertaken in order to make the current grant efforts nore targeted and nore effective. These include: (1) bonus
funds awarded in the Notice of Funding Availability (NOFA) to comunities proposing new pernmanent housing projects; (2) additional rating
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points in the annual conpetition to communities that have devel oped a |l ocal strategy to focus on those nost difficult to serve; (3)
additional rating points in the annual conpetition for comunities that have actively enrolled honel ess persons in nainstream supportive
servi ce and i ncome support prograns (e.g., Medicaid, Food Stanps, Tenporary Assistance for Needy Famlies (TANF), Social Security |ncone
(SSI)) so that HUD s dollars can be nore efficiently focused on housing; and (4) a performance section |inking national performance
measur enment requirenments to |ocal project operations. These steps help ensure that scarce Federal resources are allocated to prograns
that continue to denobnstrate results, thus integrating performance with continued funding.

Specific streamining efforts for fiscal year 2010:

. Continue to aggressively pursue homel ess consolidation |egislation, which would drastically inprove the way in which the
conpetition is processed at HUD and that woul d provi de additional resources for grantees to innovate at the |ocal |evel.

. G ven the large infusion of Honel essness Prevention Fund (HPF) resources and the urgent need for streamining, HUD will eliminate
traditional renewal applications beginning in the 2009 conpetition while preserving oversight and policy functions of the CoC by:
(1) continuing to have the CoC certify that renewal s are needed in the comunity; and (2) focusing policy and planning efforts on
new proj ects and comrmunity-1evel strategic planning, including how HPF will be used. This strategy will serve to:
0 Aleviate a significant amount of pressure both within HUD and on the grantee side related to staffing and technol ogy

resources needed to carry out the requirenents of the new HPF programin addition to a full conpetition for 2009 and beyond

0 Alowthe Admnistration to focus on developing policy initiatives that will target resources for new projects; and
0o Alow adequate tinme and funding to continue to devel op e-snaps as a full grants nanagenent system

Transformation 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. One percent of the funds appropriated for the Honmel ess Assistance Grants account will be
transferred to the Transformation Initiative account to undertake research, denonstrations, technical assistance, and technol ogy
improvenments. Wthin 30 days of enactnent, the Secretary will provide a detailed operating plan to the Conmttees on Appropriations with
the specific activities that will be undertaken toward achieving transformation at HUD. Exanples of project that should be undertaken
with the Transformation Initiative in respect to the Honel ess Assistance Grants account include:

. Continue the devel opment of e-snaps as a full grants managenent tool for both grantee and HUD use. 1In the long run, the use of a
grants nanagenent tool allows for the updating of information rather than the creation of new data sets and docunents each year.
This is also the admi nistrative mechanismthat will cut down on unnecessary processing time for the over 6,300 grants currently
funded under the HAG account.

. Devel op and roll-out technical assistance resources that take advantage of technology and that assist comunities to nore
ef fectively operate new and existing prograns funded either through the conpetition or the HPF.

More details on the overall transformation initiative and these projects are in the justification for the Transformation Initiative
account .
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Budget Activity

Gants ................
Conpetitive G ant
Renewal s (SPC & SHP)
Conpetitive Grants (New
Projects) ............
Ener gency Shel ter
Gants Fornmula .......
Techni cal
Assi st ance/ Dat a
Analysis .............
Nat i onal Honel ess Data
Anal ysis Project .....
Nation's Veterans
Denonstration ........
Working Capital Fund ..
Rapi d Re- housi ng
Denonstration Project
Honel ess Research .....
Eval uati on of
Denonstration Prograns
Honel essness Prevention
and Rapi d Re-housing .
Total ...............

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

COVMUNI TY PLANNI NG AND DEVELOPMENT
HOVELESS ASS| STANCE GRANTS
Summary of Resources by Program

(Dol lars in Thousands)

2007 2009 Budget
2008 Budget Car ryover 2008 Tot al 2008 Aut hori ty/
Aut hority Into 2008 Resour ces Obl i gati ons Request
$1, 505, 606 $1, 679,714 $3, 185, 320 $1, 525,111 $1, 652, 575
5, 200 10, 391 15, 591 8, 344 5, 900
2,800 3, 500 6, 300 3, 500 2,100
10, 000
2,475 2,475 2,475 2,675
25, 000 25, 000 ...
3, 000
750
S S S S 1, 500, 000
1,541, 081 1, 693, 605 3, 234, 686 1, 539, 430 3,177,000
2008 2009 2010
Act ual Esti mat e Esti mat e
51 52 54
229 241 244
280 293 298

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$1, 709, 538 $3, 362, 113
$1, 503, 390
140, 325
150, 000
7,132 13,032
2,800 4,900
10, 000
2,675
25, 000 25, 000
3, 000
750
e 1, 500, 000 .
1,744, 470 4,921, 470 1,793,715
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Conpetitive Grant Renewal s (SPC & SHP) Anount
2008 Appropriati On ... ...

2009 Appropriati on/ ReqQUESt . . ... L
2010 REQUESE . oottt $1, 503, 390
Program I mprovement s/ OFf set s .. ... +1, 503, 390

NOTE: This request breaks grants into three conponents rather than having one grant

line as in previous years.
previ ous anmpbunts woul d have been $1, 159,912 in fiscal

year 2008 and $1, 286,600 in fiscal year 2009.

Under the new fornat the

Proposed Actions

The follow ng tabl es sumrari ze the funding requested and the awards made as part of the fiscal

year 2008 NOFA, excluding funds distributed
by formula under the Enmergency Shelter Grants program

Fundi ng i ncl udes appropriated anobunts and recaptures. The fiscal year 2008 NOFA
is the nost recently conpleted cycle, and awards were made in fiscal year 2009. Awards fromthe fiscal year 2009 appropriation and NOFA
wi Il be nade during fiscal year 2010. The |ag between appropriation and award is due to both the | arge nunber of projects and applicants
and the conplexities of the Homel ess Assistance Grants program Both of these points are addressed in the Administration's proposed

adm nistrative and legislative reforms articulated both previously and later in this section.

FY 08 Fundi ng Request s*
(Dollars in MI11ions)

FY 08 Fundi ng Awar ds*
(Dollars in MI11ions)

Tot al Tot al Tot al Tot al
Projects Amount New Requested| Renewal |Requested Projects Amount New Awar ded Renewal Awar ded

Program | Requested |Requested| Applicants | Amount |Applicants| Anount Program Funded Funded Appl i cants Anount Appl i cants| Amount
SHP 5,748 $1, 182.9 774 $289. 6 4, 974 $893. 3| |SHP 5, 316 $1, 008. 0 365 $120.4 4,951 $887.6
SPC 1, 088 434.6 210 109.6 878 325. 0| |SPC** 1,015 $405. 9 141 74.7 874 331.2
SRO 7 2.8 7 2.8 0 0.0| [SRO 5 $2.4 5 2.4 0 0.0
Tot al 6, 843| $1, 620. 3 991 $402.0 5,852 $1,218. 3| |Total 6, 336 $1.416.3 511 $197.5 5, 825 $1, 218.8
* This includes the one-time Rapi d Re-Housing Denmonstration Programfor Famlies.

** By law, the award for SPCis based on the FMR at the tinme of award.

The awar ded amount is higher than the requested anmount
FMR updat e t hat

is included at the tine of award represents a $10-14 mllion increase annually.

because the

Pursuant to the 2005 Appropriations Conference Report, the Departnent is providing, as part of the 2010 budget justifications, projected
costs for renewing projects funded through the Shelter Plus Care Program and the Supportive Housi ng ProgramPermanent Housi ng for Persons

with Disabilities (SHP-PH) conponent. As required, projections for both prograns are provided for each of the next 5 years beginning with
2008.
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Shelter Plus Care (S+C) Renewal s

The estimates for 1-year Shelter Plus Care renewal needs are based prinmarily on two factors: (a) the amount of renewals fromthe prior
year which will be expected to renew again (this covers all on-going, accumulating renewals fromprior years); and (b) the amount of new
S+C awards nmade 5 years prior to the year for which renewal demand is being estimated, which will now be renewed for the first time (the
termof new S+C projects by lawis 5 years). Based on HUD s experience that not all S+C grants eligible to seek renewal actually do so in
any given year, the renewal estimates fromknown factors (a) and (b) above are contained within a range to accommodat e the unknown
percentage of projects that should renew in a given year but do not. Please note that the 2008 $50 mllion special appropriation to
provide Louisiana with a new 1,000 unit Shelter Plus Care programwi |l be renewable, potentially in the 2014 cycle. Although it does not

i mpact the five year projections shown below, it will substantially increase the renewal demand (by at |least $10 million) in the year in
which it nust renew

On the basis of this approach, the followi ng chart displays the estimted range of S+C renewal need for the year in which the S+C projects
will request renewals. One-year renewal terns are assuned:

Fi scal Year Esti mat ed S+C Renewal Need
2009 $360 - 385 mllion
2010 $405 — 445 mllion
2011 $465 — 485 mllion
2012 $505 — 525 mllion
2013 $545 — 565 mllion

Supportive Housi ng Program-Per manent Housing for Persons with Disabilities Conponent

While estinating future renewal costs for Shelter Plus Care is difficult,
projecting the cost of renewal SHP-PH renewals is even nore challenging for

the foll owing reasons:
¢ Increased Renewal Demand
1. The law allows for varying SHP grant terms--1, 2, or 3 years are
used. As such, some grantees will request to renew an SHP-PH $1.500
project for 1 year, whereas other grantees will opt for a 2- or 3- @ \/
year grant period. Wth over 450 comunities receiving HUD MKi nney o
conpetitive funds and well over 6,000 currently operating projects, = $1.000 Total Amount
HUD cannot predict with great certainty how nmuch funding will be @ Awarded
requested for each grant termin order to estimate future renewal £
demand. However, for purposes of this requirement, HUD assumes that " $0.500
from 2009 through 2010, a significant share of SHP-PH funds will be = '
for 1-year terms. S Amount of
s e ) ) ) $0.000 Renewal Funds
. w SHP- PH proj ect funding from 2009 through 2010 will also be Awarded
requested to nmeet the 30 percent requirenent for permanent housing. B S o A D
Many new projects devel op housing through acquiring, rehabilitating, ’19() "190 ,.LQ.Q ’190 ,_]90

and newy constructing facilities. Their progress often varies,
dependi ng on Not-In-M-Backyard (N MBY) concerns, financing, etc.
As the SHP grant term does not begin until the facility is finished and clients begin to be served; any delays can directly inpact
when a new grant will need to be renewed. Moreover, grantees often, but not always, renew projects for a shorter termthan the
original grant to conply with a |ocal planning process, further conplicating the ability to accurately estimate renewal denmand.

3. Unlike S+C, there are nunerous eligible SHP activities, some of which are renewable (e.g., operating costs) and sonme of which are
not (e.g., acquisition). HUD cannot know in advance to what extent new SHP-PH projects will be funded for non-renewabl e
activities in order to accurately reflect the actual amount of the grant that is renewable.
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Not wi t hst andi ng t hese various cautionary notes, HUD provides the followi ng range of estinmates for SHP-PH renewal denand for each of the
next 5 years:

Fi scal Year Esti mated SHP Per nanent Housi ng Renewal Need
2009 $325 — 345 nillion
2010 $350 — 370 million
2011 $375 — 395 nmillion
2012 $400 — 420 million
2013 $425 — 445 nillion

Supportive Housi ng Program — Non- Per manent Housi ng Conponents

There is al so demand for other types of eligible housing and services. HUD s non-permanent housi ng conponents include transitional

housi ng, safe havens, supportive services, and honel ess managenent information systens. As nentioned earlier with the permanent housing
projects, the law allows for varying SHP grant terms--1, 2, or 3 years are used. As such, sone grantees will request to renew an SHP
project for 1 year, whereas other grantees will opt for a 2— or 3-year grant period. Wth over 450 conmmunities receiving HUD McKi hney
conpetitive funds and well over 6,000 currently operating projects, HUD cannot predict with great certainty how nmuch funding will be
requested for each grant termin order to estimate future renewal demand. However, for purposes of this requirenent, HUD assunes that
from 2009 to 2013, a significant share of SHP funds will be for 1l-year terms. The flexibility of the Supportive Housing Program all ows
for nunerous eligible activities, some of which are renewable (e.g., operating costs) and sone of which are not (e.g., acquisition). HUD
cannot know i n advance to what extent new SHP projects will be funded for non-renewable activities in order to accurately reflect the
actual anount of the grant that is renewable. Notw thstanding these various cautionary notes, HUD provides the follow ng range of
estimates for SHP non-permanent housi ng renewal demand for each of the next 5 years:

Fi scal Year Esti mat ed SHP Non- Per manent Renewal Need
2009 $580 — 600 mllion
2010 $590 — 610 mllion
2011 $600 — 620 mllion
2012 $610 — 630 mllion
2013 $620 — 650 mllion

In fiscal year 2008, Congress directed HUD to inplenment a Rapid Re-Housing Denonstration Programfor Honel ess Fanmilies (RRH), and made RRH
prograns renewabl e under the Supportive Housing Program The anmount of funding available for RRH prograns (not including program
evaluation) in fiscal year 2008 was $23.75 MIlion, which HUD will award as 3-year transitional housing grants. |t is expected that these
prograns will begin to renew through the Conti nuum of Care conpetition in fiscal year 2011. The chart bel ow estimates the additi onal
renewal burden for these prograns and assunes a l-year renewal.

Fi scal Year Estimated SHP RRH Prograns
2009 $0

2010 $0

2011 $4 - 6 milion
2012 $6 - 8 mllion
2013 $6 — 8 mllion

Fi scal Year 2010 Proposal
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The proposed | egislative streamining of the various conpetitive Hormel ess Assi stance
Grants prograns will make several systemic inprovenents. First, HIDw Il be able to
provi de needed funding nore efficiently and effectively, reducing the nunber of
applications fromapproximately 6,000 to 460. This will significantly reduce the
amount of time it takes to award and obligate the current year appropriation.

Second, HUD s nethod of providing honel ess assistance will be greatly sinplified by
the consolidation of programnatch requirenents, eligible activities and eligible
applicants. Third, HUD s approach will be nmore conprehensive and will include, for
the first tine, honel essness prevention prograns as an eligible activity. Fourth,
funds will be available for the first tine for planning and to serve persons nore
conprehensively, effectively and in a nore tinely fashion.

Mbst inportantly, the core result of the streamlining of prograns will be to provide
comruni ties much greater flexibility to use HUD s resources to readily confront
changi ng | ocal homrel ess conditions.

In 2008, HUD i nplenented a new el ectroni ¢ grants nanagenent system called e-
snaps, that reduces the amount of time needed for HUD to review projects and

aut omat es other funding activities. This efficient and web-based approach is
expected to result in making a funding announcenent earlier than in previous years.
E-snaps will also be used for general grants nanagenent functions over the life of a
grant, and will sinmplify the contracting process for both field offices and

grant ees.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol l'ars in Thousands)

Conmpetitive Grants (New Projects) Anount

2008 Appropriati On ... ... ..

2009 Appropriati on/ ReqQUESt . .. ... L
2010 REQUESE . oottt $140, 325
Program I mprovement s/ OFf set s ... ... +140, 325

NOTE: This justification breaks grants into three conponents rather than having one grant line as in previous years. Under the new
format the previous amounts woul d have been $185,694 in fiscal year 2008 and $205,975 in fiscal year 2009.

Proposed Actions

The Conpetitive Grants New Projects line itemis newin fiscal year 2010. The purpose of including this line itemin the HAG
justification is to clearly indicate the Admnistration's intent to fund new projects within the honmel ess conpetition, and at what |evel.
The potential inmpact of policy initiatives and the focus of resources for new beds is al so communi cated through the addition of this line
item

In fiscal year 2010, renewal denmand as described in the previous section is estinated to account for at |east 90 percent of the funds
avail abl e for the conpetitive homel ess programs. The bal ance of conpetition funds, shown above at $140 million, will be used to fund new
projects in accordance with policy initiatives devel oped by the Admi nistration, which include an enphasis on permanent housing for

homel ess famlies and individuals, and continuing progress in ending chronic honel essness. These new funds are available to comunities
through a Bonus Initiative (as outlined in the NOFA) and through the ability for Continuuns of Care to reallocate existing projects that
do not neet |ocal standards for renewal to eligible new projects.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Energency Shelter Gants Fornmul a Anount

2008 Appropriati On ... ...

2009 Appropriati on/ ReqQUESt . .. ... L
2010 REQUESE . oottt $150, 000
Program I mprovement s/ OFf set s .. ... +150, 000

NOTE: This justification breaks grants into three conponents rather than having one grant line as in previous years. Under the new
format the previous amounts woul d have been $160,000 in fiscal year 2008 and fiscal year 2009.

Proposed Actions

The Emergency Shelter Grants (ESG programis the portion of the HAG account that is allocated by formula to approximately 360 State and
| ocal government entities annually. The ESG allocation in fiscal year 2010 is slightly less than the fiscal year 2008 and fiscal year
2009 funding levels. In part, this is due to the large influx of funds allocated to the same communities through the 2009 Recovery Act.
ESG funds are used for a variety of purposes related to energency shelter operations, transitional housing, and essential services. |In
fiscal year 2010, the Adnministration intends to enhance the reporting nechanisns for the ESG programto better mirror the netrics of the
conpetitive programs so that outcomes and results can be nore clearly denonstrated.

The ESG programw || increase and change significantly if the proposed consolidation |legislation is passed by Congress. The current bill
under consideration increases the ambunt of ESG funds from approxi mately 10 percent of the appropriation up to 20 percent and allows for
nmore flexible prevention and rapid re-housing activities. The Admnistration considers this the vehicle for continued support of
prevention and rapid re-housing prograns devel oped nationwi de as part of the Recovery Act of 2009.

W10
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

G ants Anount
2008 Appropriati On ... ... $1, 505, 606
2009 Appropriati on/ ReqQUESt . .. ... 1, 652, 575
2010 ReqUESt .. ... e
Program I mprovement s/ OFf set s .. ... -1, 652,575

Proposed Actions

The Grants line itemin past justifications included all conpetitive programs (new and renewal ) in addition to the fornula allocation for
ESG In fiscal year 2010, these conponents of the Grants line item have been broken out in nore detail in order to inprove transparency
and clearly comruni cate the intent of the Adm nistration for the honel ess assi stance prograns.

W11l
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program O f set s
(Dol l'ars in Thousands)

Techni cal Assistance/ Data Anal ysi s Anount
2008 Appropriati On ... ... $5, 200
2009 Appropriati on/ ReqQUESt . ... .. 5,900
2010 ReqUESt ... ... e
Program Il nmprovement s/ OFf set s .. ... -5,900

Proposed Actions

The Department is proposing to consolidate technical assistance funds into one account under its Transformation Initiative. Therefore, no
funds are being requested under this line item

W12
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Wor ki ng Capital Fund Anount
2008 Appropriati On ... ... .. $2, 475
2009 Appropriati on/ ReqQUESt . .. ... 2,675
2010 ReqUESt .. ... e
Program I mprovement s/ OFf sets .. ... -2,675

Proposed Actions

The Department is proposing to consolidate Wrking Capital Funds into one account under its Transformation Initiative. Therefore, no
funds are being requested under this line item

W13
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Nat i onal Honel ess Data Anal ysis Project Anount
2008 Appropriati On ... ... .. $2, 800
2009 Appropriati on/ ReqQUESt . .. ... 2,100
2010 ReqUESt .. ... e
Program I mprovement s/ OFf sets .. ... -2,100

Proposed Actions

The Department is proposing to consolidate technical assistance funds into one account under its Transformation Initiative. Therefore, no
funds are being requested under this line item

W14
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Nation's Veterans Denonstration Anount

2008 Appropriati On ... ... S
2009 Appropriati on/ ReqUest . ........ .. $10, 000

2010 ReqUESt .. ... e
Program I mprovement s/ OFf set s .. ... -10, 000

Proposed Actions

No funds are being requested in fiscal year 2010 for this one-tine denonstration project that was funded in fiscal year 2009.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Rapi d Re- housi ng Denponstration Project Anount

2008 Appropriati On ... ... $25, 000
2009 Appropriati on/ ReqQUESt . .. ...
2010 ReqUEST . .
Program I mprovement s/ OFf set s .. ...

Proposed Actions

No funds are being requested in fiscal year 2010 for this one-tine denonstration project that was funded in fiscal year 2008. The purpose
of the denonstration was to exam ne the “rapid re-housing” nodel for honmeless famlies to determne the overall efficacy of the
intervention and to develop replicable nodels for use in communities across the country.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Honel essness Prevention and Rapi d Re-housing Anount

2008 Appropriation

2009 Appropriati on/ ReqUest . ........ .. $1, 500, 000
2010 ReqUESt .. ... e
Program I mprovement s/ OFf set s .. ... -1, 500, 000

Proposed Actions

No funds are being requested in fiscal year 2010 for this one-tine programthat was funded in fiscal year 2009 as part of the Anerican
Recovery and Rei nvest nent Act.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Honel ess Research Anount

2008 Appropriati On ... ... S
2009 Appropriati on/ ReqUest . ........ .. $3, 000

2010 ReqUESt .. ... e
Program I mprovement s/ OFf set s .. ... - 3,000

Proposed Actions

The Department is proposing to consolidate technical assistance and research funds into one account under its Transformation Initiative.
Therefore, no funds are being requested under this line item
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOMELESS ASS| STANCE GRANTS
Program Of f set s
(Dol lars in Thousands)

Eval uati on of Denonstration Prograns Anount

2008 Appropriati On ... ... S
2009 Appropriati on/ ReqUest . ........ .. $750
2010 Request

Program | nprovenents/ O f set s

Proposed Actions

No funds are being requested in fiscal year 2010. These funds were appropriated in conjunction with $10 nillion for a Veterans
Denonstration funded in fiscal year 2009.
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COVMUNI TY PLANNI NG AND DEVELOPNMENT
HOMVELESS ASSI STANCE GRANTS
Per f or mance Measurenent Tabl e

Program Nane: HOVELESS ASSI STANCE GRANTS

Program M ssion: End chroni c honel essness and nove honel ess fanilies and individuals to pernanent housing.

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 percentage of formerly honel ess Annual 71. 5% 75. 1% 77% 77%

i ndividuals who remain housed i n HUD

Per f or mance

permanent projects for at |least 6 nonths Pl ans
wi || be 77 percent for 2010.

The percentage of honel ess persons who Annual 63. 5% 71. 1% 65% 65%
have noved from HUD transitional housing Per f or mance
into permanent housing will be 65 percent |Plans

for 2010.

The enpl oyment rate of persons exiting Annual 19% 21. 9% 20% 20%
HUD honel ess assi stance projects will be Per f or nance

at | east 20 percent for 2010. Pl ans

Monitor 20 percent of active CPD program |HUD 20% 22% 20% 20%

grantees for conpliance with program
requi rements based on an annual risk

I nt egrat ed
Per f or mance

assessment . System

Efficiency Measure: The percentage of PART 57% 60% 60% 60%
Honel ess Assistance Grant funds used for

housing activities will increase each

year conpared to the percentage used for
supportive services.

Expl anati on of |ndicators

HUD s Honel ess Assi stance Grants program provi des Federal support to one of the nation’s nobst vul nerabl e popul ations while working to
reduce overall honel essness and end chronic honel essness. These grants assist localities in establishing systens that can address the
needs of different honel ess popul ati ons while providing coordi nated CoC systens that ensure the support necessary to hel p those who are
honel ess to attain pernmanent housi ng and nove toward sel f-sufficiency.

For Honel ess Assistance Grants, the Department requests $1.6 billion to support Strategic Goal C Strengthen conmunities. Funding for
this program has been increased in recent years commensurate with the efforts of reducing overall honel essness and endi ng chronic

horel essness. Additional resources are also integrated into the overall honeless efforts through other HUD prograns as well as
coordination with other departments and agenci es.
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Movi ng Honel ess Fanilies and Individuals to Permanent Housing. By streamlining HUD s array of different prograns into a single program
comrunities wll be able to both receive the funds in a tinmelier manner and focus attention on that portion of the honel ess popul ati on
that tends to cycle in and out of the honel ess system Anecdotal evidence indicates persons with disabilities who are honel ess for
extended periods of time, often referred to as the chronically honel ess, consume a disproportionate share of avail abl e resources
(psychiatric facilities, jails, detox centers, hospitals, enmergency shelters, etc.) without having their basic needs appropriately

addr essed.

The fiscal year 2010 proposal al so supports the objective to end chronic homel essness by ensuring that at |east 30 percent of the
conmpetition funds be dedicated to providing permanent housing; many of those housed will be chronically hormeless. By providing a
per manent sol ution, chronically honel ess persons will not need to continue to cycle fromthe streets to shelters, receiving stop-gap
assi stance that does not address their primary need, permanent housing and supportive services.

There has been an increase in the amount of homel ess assi stance funds used for housing costs rather than supportive services since 2000.
I'n 2000, 44 percent of honel ess assistance funds awarded for housing or supportive services were used for housing related costs; in 2008,
nearly 63 percent of funds were used for housing costs.

Finally, the fiscal year 2010 proposal would provide for a portion of the grants to be used to inplenent and operate Honel ess Managenent
Information Systens (HMS) to allow comunities to neasure the incidence, reduction and eventual elimnation of chronic honel essness. The
coordi nati on of housing and supportive services is crucial to breaking the cycle of honel essness. HUD s proposal allows grantees to use a
percentage of their grant to inplement and operate an HM S that can help facilitate a coordinated set of housing and service resources for
homel ess persons within the community.

While the chronically honel ess are often the nost visible of the honel ess popul ation, there are a substantial nunber of fanmilies and

i ndi vi dual s who experience tenporary crises and then become honel ess. The factors that |lead to their honel essness include a |ack of
af f ordabl e housi ng, hi gh unenpl oyment and | ow wages, and the presence of domestic viol ence, substance abuse, or health problems. The
proposal's provision to ensure that at |east 30 percent of the conpetitive funds are used for permanent housing provides a significant
amount of resources for meeting the objective of nmoving persons, including famlies with children, to permanent housing.

Honel ess Consolidation. The proposed program would significantly inprove communities’ ability to prevent honel essness and woul d build on
the resources nade avail abl e through the Honel essness Prevention Fund in the 2009 Recovery Act. Currently, the only regular avenue
through HUD s honel ess assi stance prograns to prevent honel essness is through the Energency Shelter Gants (ESG Program The law linits
the anount of ESG funds that can be used for prevention to 30 percent. As such, only about 3 percent of the current overall HUD honel ess
fundi ng account can be used for honel ess prevention. Adding honel essness prevention as an eligible activity to a new, consolidated

honel ess program woul d provide communities with increased flexibility to prevent honel essness so that the nmuch hi gher human and financi al
costs associated with a famly falling into homel essness can be avoi ded.

Honel ess Assi stance Reporting and Program Eval uation. The fiscal year 2010 proposal would inprove reporting and eval uation in several
ways. Accountability would be increased because Continuuns would administer all grant funds and nonitor and assess its projects. In
addition, HM S woul d enabl e comrunities to generate reports using client-based information that is richer and easier to anal yze than the
current project-level reporting nowrequired. This reporting allows for conpletions of the Congressionally required Annual Horel ess
Assessnent Report (AHAR).

Efficiency Measure. An efficiency neasure has been established that will conpare the use of HUD funds for housing rather than services.
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COMMUNI TY PLANNI NG AND DEVELOPMENT
HOMVELESS ASSI STANCE GRANTS
Justification of Proposed Changes in Appropriations Language

The 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 energency shelter grants program as authorized under subtitle B of title IV of the MKinney-Vento Honel ess Assistance Act, as
anended; the supportive housing program as authorized under subtitle C of title IV of such Act; the section 8 noderate rehabilitation
singl e room occupancy program as authorized under the United States Housing Act of 1937, as anended, to assist honel ess individuals
pursuant to section 441 of the MKi nney-Vento Honel ess Assistance Act; and the shelter plus care programas authorized under subtitle F of
title I'V of such Act, [$1,677,000,000] $1,793, 715,000, of which [$1, 672, 000,000] $1, 788, 715,000 shall renmin available until Septenber 30,
[2011] 2012, and of which $5,000,000 shall remain available until expended for rehabilitation projects with 10-year grant terns: Provided,
[ That of the anopunt provided, $10,000,000 shall be nmade avail able to conduct a denpbnstration programon the prevention of honel essness
anmong the Nation's veterans: Provided further, That the Secretary shall work in coordination with the Department of Veterans Affairs and
the Departnment of Labor to select a limted nunber of urban and rural sites in which to carry out this denonstration: Provided further,
That in selecting sites, the Secretary shall evaluate the rate of honel essness anong veterans in the area, and the experience of the
grantees in coordinating with Departnment of Veterans Affairs and the Departnment of Labor to enable veterans to access mainstream prograns:
Provided further, That of the sites selected, up to three shall have a high nunber of service nenbers separating fromthe nmlitary and
transitioning into civilian life: Provided further, That the Secretary shall also select up to four sites located in rural areas to
evaluate how to effectively serve veterans in rural areas, nany of whom nay have been part of the National Guard, may have |imted access
to the Departnent of Veterans Affairs nedical centers, and nay have dependent fanmily nenbers: Provided further, That funding nade

avai |l abl e under this denonstration shall be available for housing and appropriate services to prevent veterans and their famlies from
becom ng honel ess or reduce the length of tinme veterans and their famlies are honel ess: Provided further, That of the anmobunts nade

avai | abl e under this heading, not to exceed $750,000 may be available for an evaluation of this denonstration: Provided further,] That not
| ess than 30 percent of funds nade avail abl e, excluding amobunts provided for renewal s under the shelter plus care program and energency
shelter grants, shall be used for permanent housing for individuals and families: Provided further, That all funds awarded for services
shall be matched by not |ess than 25 percent in funding by each grantee: Provided further, That for all match requirenents applicable to
funds nade avail abl e under this heading for this fiscal year and prior years, a grantee nay use (or could have used) as a source of natch
funds other funds administered by the Secretary and other Federal agencies unless there is (or was) a specific statutory prohibition on
any such use of any such funds: Provided further, That the Secretary shall renew on an annual basis expiring contracts or amendments to
contracts funded under the shelter plus care programif the programis determ ned to be needed under the applicable continuumof care and
nmeets appropriate programrequirements and financial standards, as determined by the Secretary: Provided further, That all awards of

assi stance under this heading shall be required to coordinate and integrate honel ess prograns wi th other mainstream health, social

servi ces, and enpl oynent prograns for which honel ess popul ati ons nay be eligible, including Medicaid, State Children's Health |nsurance
Program Tenporary Assistance for Needy Fanmilies, Food Stanps, and services funding through the Mental Health and Substance Abuse Bl ock
Grant, Wrkforce Investnment Act, and the Welfare-to-Wrk grant program [Provided further, That up to $8, 000,000 of the funds appropriated
under this heading shall be available for the national honel ess data anal ysis project and technical assistance: Provided further, That of
the total anmpunt made avail abl e under this heading, not to exceed $2, 675,000 may be transferred to the Wrking Capital Fund: Provided
further, That $3, 000,000 of the funds appropriated under this heading shall be used to conduct research on honel ess issues, including
honel ess prevention and youth honel essness:] Provided further, That all balances for Shelter Plus Care renewal s previously funded fromthe
Shelter Plus Care Renewal account and transferred to this account shall be available, if recaptured, for Shelter Plus Care renewal s in
fiscal year [2009: Provided further, That this heading in the Departnment of Housing and Urban Devel opnent Appropriations Act, 2008 is

anmended by inserting the follow ng new proviso after the third proviso: “~“Provided further, That the Secretary may renew grants nade under
this denonstration programand nmay treat such original grants and any such renewal grants as if these grants were nade under the
supportive housing program''] 2010. (Department of Housing and Urban Devel opment Appropriations Act, 2009.)
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOVELESS ASS| STANCE GRANTS
Crosswal k of 2008 Availability
(Dol lars in Thousands)

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

Gants ... $1, 550, 515 -$44, 909 L L $1, 679, 714 $3, 185, 320
Conpetitive Gant Renewal s (SPC &

SHP)
Conpetitive Grants (New Projects)
Energency Shelter Grants Formula . ...
Techni cal Assistance/Data Analysis .. 5,200 L L L 10, 391 15, 591
Nati onal Honel ess Data Anal ysis

Project ....... ... . . . . i 2, 800 . L . 3, 500 6, 300
Nation's Veterans Denonstration .....
Wirking Capital Fund ................ 2,475 2,475
Rapi d Re- housi ng Denonstration

Project ... ... . .. .. . . . 25, 000 25, 000
Honel ess Research ...................
Eval uation of Denonstration Progranms
Honel essness Prevention and Rapid

Re-housing ......................... e e e e e e

Total ...... ... .. . 1, 585, 990 -44,909 L L 1, 693, 605 3, 234, 686
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Budget Activity

Gants ...
Conpetitive Grant Renewal s (SPC &
SHP)
Conmpetitive Grants (New Projects)
Emergency Shelter Grants Formula ....
Techni cal Assistance/Data Analysis ..
Nati onal Honel ess Data Anal ysis
Project ......... ... ... .. ..
Nation's Veterans Denonstration .....
Worrking Capital Fund ................
Rapi d Re-housi ng Denonstration
Project ........ ... .. ... ..
Honel ess Research ...................
Eval uati on of Denonstration Prograns
Honel essness Prevention and Rapid
Re-housing .........................
Total ... .

COVMWUNI TY PLANNI NG AND DEVELOPMENT

2009
President’s
Budget
Request

$1, 622, 325

8, 000

2,675

3, 000

1, 636, 000

HOMELESS ASS| STANCE GRANTS
Crosswal k of 2009 Changes
(Dol l'ars in Thousands)

Congr essi onal

Appropri ations

Action on 2009
Request

$1, 652, 575

5, 900
2,100
10, 000
2,675
3, 000
750

1,677,000

W24

2009
Suppl erent al / Total 2009
Resci ssi on Repr ogr ammi ngs Carryover Resour ces
$1, 709, 538 $3, 362, 113
7,132 13, 032
2,800 4,900
10, 000
2,675
25, 000 25, 000
3, 000
750
$1, 500, 000 . . 1, 500, 000
1, 500, 000 1, 744, 470 4,921, 470



COMMUNI TY PLANNI NG AND DEVELCOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
2010 Sunmary Statenent and Initiatives
(Dol l'ars in Thousands)

HOUSI NG OPPORTUNI TI ES FOR PERSONS Enact ed/ Suppl erent al / Tot al

W TH Al DS Request Car ryover Resci ssi on Resour ces bl i gati ons Qut | ays
2008 Appropriation ................ $300, 100 $114, 6842 - $13 $414, 771° $311, 524° $313, 832
2009 Appropriation/ Request ........ 310, 000 103, 247 L 413, 247¢ 331, 750° 289, 000
2010 Request ... 310, 000 81, 497 e 391, 497 330, 000 299, 000
Program | nprovenents/ Offsets ...... o -21, 750 o -21, 750 -1,750 +10, 000

a/ Carryover includes $12,406 of recaptured funds.
b/ I'ncludes $1.485 million of funds that were transferred and obligated to the Wrking Capital Fund.
¢/ Includes $1.750 million of funds that were transferred and obligated to the Wrking Capital Fund.

Summary of St atenent

OVERVI EW

The Departnent requests $310 million for the HOPWA programin fiscal year 2010. The fiscal year 2010 request continues to allocate ninety
percent by fornula, $279, 000,000, and the bal ance to conpetitive grants, $31, 000,000 with continuing enphasis on the renewal of permanent
supportive housing projects. The recent record of outlays by grantees in fiscal year 2008 is $313.8 mllion, denonstrating a service
delivery capacity to obligate and use funds. This level is operatively about ten percent above the |l evel of appropriations fromfiscal
year 2007, which had been obligated in the prior year and then available for use during this period. This level is above the level of new
appropriations, and project efforts to use funds in a timely manner can be anticipated based on the record. During fiscal year 2009, the
program operated through 122 formul a and 105 conpetitive grantees who partner with area housi ng agenci es and nonprofit organi zations to
carryout assistance for beneficiaries. |n Decenber 2008, grantees reported an aggregate total of 942 project sponsors, including 696
nonprofit organi zati ons of which 101 were identified as faith-based organi zati ons, and 145 governnent agenci es.

The HOPWA program has denmonstrated results in addressing the Department’s priority of providing stable and pernmanent housi ng assi stance to
this special needs population as identified in HUD s 2006-2011 Strategic Plan goals to pronote decent affordable housing and strengthen
comruni ties. The HOPWA program provi des direct housing assistance that supports unnet housi ng needs through the provision of rental

assi stance, the use of short-termrent, nortgage and utility payments to reduce risks of honel essness, and through the operation of
supportive housing facilities. The provision of stable housing serves as base fromwhi ch program beneficiaries may participate in an
effective and conprehensive care program HUD addresses these goal s through measuring and reporting project performance under HOPWA | ong-
termclient outcone indicators that denonstrate the programis ability to help clients achieve and naintain housing stability, avoid

honel essness, and i nprove access to care.

The HOPWA programis the only Federal program dedicated to address the urgent housi ng needs of |owincome Arericans living with H V/ Al DS.
There are over 1.2 mllion Arericans living with HV/AIDS. The epidem c continues to increase with an estimated nunber of 56,300 new H V
cases annually (Centers for D sease Control and Prevention (CDC) data). A disproportionate nunber of cases inpacts |owincome mnority
comrunities. In addition, there are over 530,000 persons with H V/ AIDS who qualify for related H'V care through the Department of Health
and Hurman Servi ces’ Ryan Wiite CARE programs, many of whomare likely to be HOPWA eligible. It is estimated by The Nati onal Al DS Housing
Coalition that 70 percent of those living with HHV/AIDS are at risk of honel essness. Fiscal year 2008 HOPWA grantee performance reporting
data identifies 62,210 househol ds as recei ving HOPWA housi ng support. The mgjority of program beneficiaries are extrenely |owincone,
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| ess than 30 percent of median income and grantees report that 91 percent have inconmes bel ow $1, 000 per nonth. HOPWA grantees report that
the programis only able to address about 27 percent of the identified housing need, as docunented through Consolidated Pl ans, project
data, housing waiting lists, and related planning sources.

HOPWA has served as a honel essness prevention intervention and many | ocal HOPWA projects will be involved in assisting conmunities make
use new federal resources made avail abl e under the American Recovery and Rei nvestnment Act (ARRA). Inportantly, the $1.5 billion made
avai l abl e under the Honel ess Preventi on and Rapi d Re-Housi ng Program (HPRP) added an unparall el ed opportunity to address pressing housing
needs for eligible househol ds who woul d ot herwi se becone honel ess and rapidly re-house persons who are honel ess. Local HPRP efforts can
address a range of risk factors for honel essness, including assisting persons with chronic health issues such as HV AIDS. In addition,
HUD expects to col |l aborate nore extensively with other Federal agencies to better coordinate donmestic H V/AIDS efforts under the national
Al DS strategy to be devel oped in collaboration with the Wiite House Office of National AIDS Policy, as authorized in the Omibus
Appropriation Act, 2009.

TRANSFCORVATI ON | NI TI ATI VES

The fiscal year 2010 Budget request includes a Transformation Initiative, described in a separate Congressional Justification, which

all ows 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 HOPWA account will be transferred to the Transformation Initiative
account to undertake research, denmonstrations, technical assistance, and technol ogy inprovenents. Wthin 30 days of enactment, the
Secretary will provide a detailed operating plan to the Commttees on Appropriations with the specific activities that will be undertaken
toward achieving transfornation at HUD. The integration of HOPWA into the Honel ess Managenent Infornation System which would enable
comrunities to better support service delivery for HOPWA beneficiaries as well as allow for use of nore conprehensive client |evel data on
addr essi ng the housi ng and supportive service needs of special needs popul ations, is an exanple of a project that could be undertaken with
Transformation Initiative funding with respect to the HOPWA account. Additional efforts could include activities that bol ster financial
managenent of the program and inprove support and oversight of grantees.

PROGRAM RESULTS AND PERFORVANCE QUTCOVE GOALS

An OVB managenent review in 2008 nmeasured the HOPWA program as denonstrating significant strengths in achieving client outconmes and
“effective” as HUD s highest rated program The Ofice of HHV/AIDS Housing is working with grantees in using two goals for program

out comes, measuring results by two distinct areas of the program housing stability in permanent housing and reduced risks of

honel essness in short-termand transitional housing. For purposes of reporting on the status of the client’s household arrangenents,
these are based on client assessnents at the end of the operating period that arrangenments are reasonably in place to nmaintain housing
stability. This would be seen, for exanple, in grantee plans to continue their rental assistance progranms for clients providing the on-
going nmonthly subsidy or in the case that clients | eave program support that other arrangenents are in place with other public support or
t hrough the household s private resources to maintain a suitable housing arrangenment. By contrast, an assessnment of unstable housing
refl ects poor outcomes, for |oss of housing, detachment from needed program support, failure to follow requirenents, incarceration or
honel essness. G antee perfornmance reports received in programyears 2007-2008 indicate that 92 percent of househol ds receiving tenant-
based rental assistance achi eved housing stability in having housing arrangenments and rel ated support that is on-going. Wthin the next
year, data used for this neasure will also include client outcones from households in permanent housing facilities, once a full year of
this data is available. Initial data on permanent housing facilities show that 88 percent of residents have stable housing arrangenents.
These results approach HUD s | ong-term perfornmance targets of achieving 90 percent housing stability for this permanent housi ng conponent.
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For the related outconme neasure, the short-termand transitional housing efforts are designed to help households with severe risks of
horel essness avoi d di spl acement fromcurrent housing or address needs through transitional support, such as addiction counseling and
treatnents. The results fromprojects that nake short-termefforts are al so being assessed under the new focus on HOPWA | ong-term

out comes, as beneficiaries of these projects nay be placed into other permanent housing support, be restored to nore independent |iving or
tenmporarily reduce their risk of homel essness through the short-term support. Program year 2007-2008 data fromthe short-
termtransitional projects showthat 62 percent of househol ds receiving short-termrent, nortgage, and utility paynents have stable

out comes or reduced their risks of homel essness. This result is also shown by 64 percent of residents participating in transitional
housing progranms (in initial data on this type of facility). These results approach HUD s |ong-term performance targets of achieving 70
percent reduced risks of honel essness for this conponent of HOPWA housing efforts by 2012. In the next operating year, interimagoals are
established for results at 87 percent for HOPWA clients in permanent housing and 63 percent for HOPWA clients receiving short-term housing
assi stance who experience reductions in their risks of honel essness.

To hel p guide grantees’ performance reporting efforts, the Departnent has conducted training on program oversight and reporting,

consi stent with HOPWA regul ati ons and notices. As an additional resource, in 2008 the Department issued HOPWA's G antee Oversi ght
Resource Cuide, designed as a desk guide to assist grantees in effectively operating and tracking their prograns. Programinformation is
al so posted on the programwebsites, integrated in the Honel essness Resource Exchange site (wwv. HUDHRE. i ni fo/ HOPWA) and |inked to the
Federal government H V/ AIDS information portal at ww. Al DS. Cov.



http://www.hudhre.inifo/HOPWA
http://www.aids.gov/

Housi ng Opportunities for Persons with Al DS

Chart 1: Cost Efficiency of HOPWA Supportive Housing for Honel ess
Per sons:

Cost Efficiency of HOPWA Supportive
Housing for Homeless Persons

Housing Arrangement

2,168
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Supportive Housing Nursing Care Hospitalization

HOPWA and HUD s ot her special needs prograns have been noted for
their cost effective results as shown in related research
conducted on issues related to the chal |l enges of poverty and risks
of homnel essness. During fiscal year2009, significant H V/ Al DS
housi ng eval uation findings are expected to be issued based on:
study efforts under a unique federal partnership to help explore
the connections of housing with inprove health outcones for
persons living with H'V. Since 2002, HUD has worked in
partnership with CDC to conduct a Housing and Health (H&H) study
on the benefits of HOPWA rental housing assistance to persons
living with H V/ AIDS who were honel ess or at severe risk of

honel essness in order to advance the body of know edge on the

rel ati onshi p between housing and HV care. Initial publications
are found in the Novenber 2007 supplenment to Al DS and Behavi or,
whi ch contains 18 articles on the connection between housing and
H V/ Al DS (see

http://ww. nati onal ai dshousi ng. or g/ Pur chaaseAl DSandBehavi or. ht ).

These will be followed by nore conplete findings that are expected
to be published in 2009 addressing the housing inpact on: (1)

ri sk behaviors that mght transmt HV, (2) medical care access
and utilization, (3) adherence to H V nedication therapies, and
(4) mental and physical health (see,

http://ww. springerlink.confcontent).

Additionally, the study will offer insight to help assess and
quantify how the provision of housing assistance to persons |iving
with HVWAIDS is cost-effective when conpared to other HV
prevention and intervention nethods. This study represents an
unprecedented i nterdepartnmental collaboration, which is expected
to culmnate with scientifically based research papers,
docunenting research on the effectiveness of housing assistance on
reducing the risk of HV and inproving health outcones for persons
living with H V/ Al DS.

Al ready, the study has reveal ed that the use of supportive housing
as an intervention for special needs househol ds who are honel ess
woul d hel p reduce use and rel ated costs for emergency services,
hospitalization, and nursing care, once beneficiaries were
stabilized in housing and adequate health care arrangenents.
Prelimnary data showed that for clients who were honel ess, daily
support in supportive housing efforts averages $34 per day,
conpared to hospitalization costs of $2,168 per day, and nursing
care at $108 per day. See the chart for a visual representation
of this information.



http://www.nationalaidshousing.org/PurchaaseAIDSandBehavior.htm
http://www.springerlink.com/content
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PROGRAM ACTI VI TY SUMVARY

HOPWA housi ng assi stance results in the provision of stable housing arrangenents. Essentially, housing enables this special needs

popul ation an i nproved opportunity to address other |ife challenges such as nental illness, substance abuse, and sobriety, while inproving
their access to appropriate HV care and treatnent. Funds are distributed to states and cities by fornula allocations and nade avail abl e
as part of the area’s Consolidated Plan. |In addition, some projects are selected in national conpetitions to serve as service delivery

nmodel s or operate in non-formula areas. Gantees partner with nonprofit organi zati ons and housi ng agenci es to provi de housing and support
to beneficiaries.

HOPWA funds are eligible to be used for supportive service activities to ensure that the progranis special needs clients are stably housed
wi th support as needed, which reduces their risk of honel essness and allows themto access nedical services and other needed care.

Clients al so address their supportive service needs by accessing a range of mainstream health and supportive services funded by other
sources. The funding request for HOPWA conpl ements the delivery of AIDS-related health care through the Ryan Wiite H V/ AIDS Treat ment and
Moder ni zation Act, as well as other governnent-provided health care prograns. HOPWA efforts help to renpve one of the presenting barriers
for this special needs population with help to achieve better health outcones by addressing the |ack of stable housing that interferes
with participation in H V-drug treatnents and rel ated care.

Fi scal years 2007-08 data denonstrates that 64 percent of HOPWA funds expended were for direct housing costs, with an additional four
percent used for related housing placenment information costs and an additional three percent used for housing devel opment. Costs for
rel ated support for clients were reported at 21 percent of overall spending, and grant admnistration costs represented ei ght percent of
funds expended.

O the funds used for direct housing assistance, grantees spent nbst on permanent supportive housing options. Fifty-seven percent of the
amounts of these direct housing funds were used toward tenant-based rental assistance, and an additional 23 percent was spent on facility-
based housing, much of which is designed to provide permanent support to clients. Gantees used 20 percent of direct housing funds on
short-termrent, and nortgage and utility assistance, in order to help prevent clients from becom ng honel ess.


http://www.hud.gov/offices/cpd/aidshousing/programs/formula/index.cfm
http://www.hud.gov/offices/cpd/about/conplan/index.cfm
http://www.hud.gov/offices/cpd/aidshousing/programs/competitive/index.cfm
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Chart 2: HOPWA Expenditures by Activity
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(Rental and
Facility Costs)
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Those supportive services which conprise
21 percent of overall spending represent
an essential conponent of providing
housi ng assi stance for a special needs
popul ation. This related support is
provi ded | argely as case managenent

assi stance for better coordination and
delivery of activities. This nay
invol ve other fornms of supportive

servi ces, such as support for residents
with their daily living activities

subst ance abuse treatnment and

counsel ing; job training and other
services

The conbi nation of fornula and
conpetitive grants operating in non-
formul a areas all ows the HOPWA program
efforts to be undertaken in all parts of
the nation. Resources are used to

assi st comunities inpacted by the
housi ng needs of HOPWA eligible clients,
seen in the increasing nunber of persons
living with HVAIDS and increases in
housi ng costs.
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Budget Activity

Formula Grants ........
Conpetitive Grants ....
Techni cal Assistance ..
Working Capital Fund ..

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

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

NOTE: Fornula Grants 2008 Budget Authority excludes $2 thousand that were rescinded.
$11 thousand that were rescinded.

COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Summary of Resources by Program
(Dol lars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Tot al 2008 Aut hori ty/ Carryover 2009 Tot al 2010
Aut hority Into 2008 Resour ces Obl i gati ons Request I nto 2009 Resour ces Request
$267, 415 $83, 739 $351, 154 $275, 049 $276, 089 $73, 423 $349, 512 $279, 000
29, 702 29, 452 59, 154 33, 497 30, 676 28, 339 59, 015 31, 000
1,485 1, 493 2,978 1, 493 1,485 1,485 2,970
1,485 s 1,485 1,485 1,750 s 1,750 s
300, 087 114, 684 414,771 311, 524 310, 000 103, 247 413, 247 310, 000
2008 2009 2010
Act ual Estimate Estimate
11 14 14
31 31 32
42 45 46

Conpetitive Grants 2008 Budget Authority excludes
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Di stribution of Funds by G antees

The distribution of HOPWA funds for the 2008, 2009,
State grantees located within these
avail abl e) .

HOPWA FORMULA GRANTEE

Birmingham...........................

Arizona. . ...

Phoeni X......... ... . . .

Bridgeport........... ... .. .. ... ... . ...
Connecticut............... ... ...
Hartford.............. ... .. ..........

St ates based on fiscal

and 2010 appropriations are shown bel ow.

2008 2009
ACTUAL ESTI MATE
(Dol l'ars in Thousands)
$1, 241 $1, 300
538 555
191 199
1,541 1, 608
411 420
766 798
323 472
2,746 2,558
0 316
10, 437 10, 764
1, 952 2,039
1,751 1, 850
818 844
2,646 2,732
8, 193 9, 233
767 797
1, 402 1, 459
379 392
1, 414 1, 452
771 855
263 269
1, 140 1, 084
946 963
179 186

The 2010 anounts are estimtes for

2010

ESTI MATE

$1, 313
561
201

1, 625
425
806
477

2,585
319

10, 878

2,060

1, 870
853

2,760

9, 331
805

1,474
397

1, 468
864
272

1, 095
973
188

| ocal

year 2009 distribution (as relevant data for future allocations are not yet

and
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Wilmngton. ... ... 604
2008
HOPWA FORMULA GRANTEE ACTUAL
Washington......... ... ... $11, 541
Cape Coral ... 350
Deltona............ ... ... ... .. ... ..... 0
Florida......... ... ... ... ... ... ... ... 3,191
Ft. Lauderdale......................... 7,351
Jacksonville-Duval .................... 1, 988
Lakeland............ ... ... ... ... ... ... 509
Mam ... . 12, 370
Olando. . ... 3,234
PalmBay............ ... .. ... ... ... 311
Bradenton.............. .. ... .. ... ... .. 409
TanmPa. . .o 3,193
West PalmBeach....................... 3,271
Atlanta. . ... 7,034
Augusta. . ... 385
[ =To ] o | I VP 1,744
Hawai i . ... 164
Honolulu....... ... ... ... ... ... ... ... 433
Chicago. . ... 5,819
Ilinois....... ... . . 916
Indiana............... ... ... ... ... .. 863
Indianapolis.......................... 782
lowa. . ... 354
Kansas. .. ...... ... . 346
Kentucky. ....... ... ... ... . .. ... . . 431
Louisville...... ... ... ... ... ... ... 476
Baton Rouge........... ... .. ... ... ... 1, 433
Louisiana.............. .. ... ... .. .. ... 1,034
New Orleans........................... 2,769
Baltinore............ .. .. ... ... ... .... 8,195
Frederick.......... ... ... ... ... ... . ... 575

(Dol lars in Thousands)

652

2009
ESTI MATE

$12, 214
369
312

3,013
7,546
2,266
491
12, 600
3,533
318
421
3, 450
3, 200
8,788
399

1, 860
168
445
5,993
945
893
807
367
357
453
503
1,797
1, 090
3, 090
8, 657
604

659

2010
ESTI MATE

$12, 342
373
316

3,044
7,625
2,290
497
12,732
3,570
321
426
3, 486
3,234
8,881
403

1, 880
170
449

6, 056
955
902
815
371
361
458
508

1, 816
1,102
3,122
8,749
610
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HOPWA FORMULA GRANTEE AégagL
Maryland............... .. ... ... ...... $357
Lynn. ... 326
Boston......... ... .. ... 1, 747
Lowel I .. ... 644
Lynn. ... 173
Massachusetts......................... 426
Springfield........................... 368
Worcester. ... 1,979
Mchigan........ ... ... .. .. .. .. .. ... ... 941
VA ren. ... 437
Mnneapolis........... ... .. ... .. .... 873
Mnnesota............... ... ... ... ..... 119
JacKson. ... 885
MsSsissippi......... i 833
Kansas CGty......... ..., 955
Mssouri....... ... .. ... .. 473
St. LOUIS. ..o 1, 227
Nebraska........... ... ... ... ... ... ... 306
Las Vegas. . ... 952
Nevada. ........... ... .. ... ... ... .. ... 228
Canmben. . ... 642
Woodbridge. . ... 1, 390
New Jersey. . .......ouuinnnnnnnnnn. 1, 079
Newark........ ... ... .. . . L. 5, 167
New MeBXiCO.......... .. ... ... .. ........ 532
Albany. .. ... 462
Buffalo............ ... ... ... ... ... ... 507
New York....... ... i 1, 897
Jersey Gty. ... 2,534
Paterson.......... ... .. ... . . . ... 1, 287
New York City (sub-allocation)........ 56, 811
Poughkeepsie........... ... ... ... .. ... 947
Rochester......... ... ... .. ... ... ... ... 640
Islip Town.............. ... ... ....... 1,675

X-10

2009

ESTI MATE

(Dol lars in Thousands)

$362
332
1,779
658
180
445
377
2,067
980
456
904
125
882
858
1,016
492
1, 265
318
1,002
237
656

1, 409
1,110
4,913
552
471
522
1,938
2,359
1, 302
52, 654
655
659
1,711

2010

ESTI MATE

$366
335
1,798
665
182
450
381
2,089
990
461
913
126
891
867
1,027
498
1,278
321
1,013
239
663
1,424
1,121
4, 965
558
476
527
1, 959
2,383
1,315
53, 210
662
665
1,729



Housi ng Opportunities for Persons with Al DS

2008 2009 2010
HOPWA FORMULA GRANTEE ACTUAL ESTI MATE ESTI MATE

(Dol lars in Thousands)

Charlotte. ... ... $671 $714 $722
North Carolina........................ 2,272 2,387 2,412
Wake County. ........ ... 434 460 465
ancinnati.......... ..., 562 584 590
Ceveland. .. ..... ... ... 870 895 905
Columbus. . ... . 641 667 674
OChio. .t 1,108 1,157 1,170
Cklahoma. . ... 226 230 232
Cklahoma Gity.......... ... 459 483 488
TulsSa. .o 307 325 328
Oregon. . ..o 335 350 354
Portland.............. ... ... ... ...... 988 1,017 1,028
Pennsylvania.......................... 1,670 1, 755 1,774
Philadelphia.......................... 7,052 8,716 8, 808
Pittsburgh.. ... ... ... ... ... ... .. ... 649 677 684
Providence............. ... ... ... .. .... 801 821 829
Charleston..............iinnnnnn. 419 438 443
Colunmbia......... ..., 1,138 1,404 1,419
South Carolina........................ 1,491 1,564 1, 580
Menmphis. ... .. 2,115 2,019 2,041
Nashville-Davidson.................... 795 830 839
TenNesSSee. . .. 796 831 839
AUSEI M. ..o 987 1, 029 1, 040
Dallas.......c.ouii i 3,332 3,643 3,681
El Paso.............. i, 0 328 331
Ft. Worth. ... ... 863 893 902
Houston............... ... 6, 038 7, 316 7,393
San Antonio...........c..iiii 1, 025 1, 064 1,076
TOXAS. et e 2,841 2,626 2,654
Salt Lake Gty.......... o, 357 363 367

X-11
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HOPWA FORMULA GRANTEE

WAshington.............. ... .. ........
Mlwaukee. .. ....... ... ... .. L.
WSCONSIiN. .
Puerto Rico...........................
San Juan Municipio....................
West Virginia..........o.ii..
Total Formula Grants
Total Conpetitive Grants
Techni cal Assi stance
Wor ki ng Capital Fund
Total HOPWA

2008 2009 2010

ACTUAL ESTI MATE ESTI MATE
(Dol lars in Thousands)

$634 $668 $675
968 1, 002 1,013
1, 663 1, 706 1,724
651 672 679
515 532 538
407 422 427
1,679 1,709 1,727
6, 144 6, 267 6, 333
0 310 313
267, 417 276, 089 279, 000
29,713 30, 677 31, 000
1, 485 1, 485 0
1,485 1,750 0
$300, 100 $310, 000 $310, 000

X-12
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Program Of f set s
(Dol lars in Thousands)

Formula Grants Anount
2008 Appropriati On ... ... $267, 415
2009 Appropriati on/ ReqQUESt . .. ... 276, 089
2010 REQUESE . oottt 279, 000
Program I mprovement s/ OFf Set s .. ... +2,911

Formul a All ocati ons

The fiscal year 2010 budget continues the Department’s reliance on the current statutory HOPWA formula, which is used to distribute
90 percent of appropriated funds. The Department expects to review the efficacy of this authorization and nmake rel ated reconmendati ons at
a future tine.

HOPWA formul a funds are nade avail abl e under the Departnent’s Consolidated Plan process which enables a comunity to develop a
conprehensive plan that identifies and prioritizes comunity needs, provides consultation with citizens and organi zations in the

comuni ty, and coordinates a responsive plan of action for addressing identified needs with federal and other resources. This plan
pronotes efforts to address the housing challenges of this special needs popul ation, including those who are honel ess and those at risk of
honel essness. The plan should strategically incorporate the use of other resources for housing, comunity and economnic devel oprent,
health care, and service prograns and guide themin a coordinated and effective manner. By statute, fornula funds are currently given to
metropolitan areas with a popul ati on of at |east 500,000 that have at |east 1,500 reported cunul ative cases of AIDS. Formula funds also
go to states based on AIDS data for areas of a state outside of qualifying metro areas that have at |east 1,500 reported cases of AIDS. A
few areas states that had qualified in a prior year are naintained as eligible based on adm nistrative provisions of appropriations acts.

Based on HUD s review of CDC data, population information, the application of definitions of netropolitan statistical areas and divisions,
and the adm nistrative provisions of the appropriations act, there were 131 eligible forrmula jurisdictions in 2009 and six jurisdictions
have used authority to have their state serve as grantee for the allocation. Due to the inpact of additional cases of AlIDS reported
annual ly, HUD estimates that 3 additional jurisdictions could becone eligible for a direct allocations in fiscal year 2010 (Al buquerque,
NM Little Rock, AR, and Allentown, PA) as the nmetropolitan and state areas had over 1,450 reported cases in their prior year data from
CDC, in prior years, funding for these MSAs were included under their state fornula grant. Determnation for fiscal year 2010 will be
based on AIDS data to be collected and updated by the CDC by March 31, 2009. The eligibility of jurisdictions is also dependent on the
application of CDC data and US Census data and the definitions of netropolitan statistical areas, and a designated area may al so nake
arrangenents allowi ng states to adm nister the funds. The followi ng table displays the nunber of jurisdictions and states that have
qualified for a formula allocation nmost recently, including an adjustment to the nunber receiving formula grants, the nunber that qualify
in fiscal year 2009, and the estimated nunber that will qualify in fiscal year 2010.

X-13
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Fi scal Year Nunmber Qual i fying Adjo;Jsgzgnl\h;gts)er
2007 123 120
2008 127 121
2009 131 122 — 124 est.
2010 134 est. 122 — 127 est.

HUD proposes to continue the followi ng current adm nistrative provisions on eligibility contained in the fiscal year 2009 Omi bus Act:
maintain HOPWA eligibility for nine states (Arizona, Connecticut, Del aware, Hawaii, Massachusetts, M nnesota, Nevada, Cklahoma, and U ah);
mai ntain current grant administration authority in place for four communities (Paterson, Jersey Cty, and Sal em County, NJ, and Wake
County, NC); maintain the provision to allowfor a city to arrange for a state to undertake grant responsibilities for its nmetropolitan
area--this authority has been used by the comrunities of Lakel and, Cape Coral, and Pal m Bay, Florida; Frederick, Maryland; Bakersfield,
California; and Tulsa, Cklahoma and expected to be used in 2010 in three other areas by Deltona and Bradenton, Florida and Fresno,
California. |In addition, HUD proposes to continue the provision in fiscal year 2010, authorizing the use of incidence data collected for
a 3-year period as a nore reasonabl e source of this data conpared to nore variable data collected in 1 year.

X-14
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Program Of f set s
(Dol lars in Thousands)

Conpetitive Grants Anount
2008 Appropriati On ... ... $29, 702
2009 Appropriati on/ ReqQUESt . .. ... 30,676
2010 REQUESE . oottt 31, 000
Program I mprovement s/ OFf set s .. ... +324

Proposed Actions

The Departnent proposes $31 nmillion for HOPWA conpetitive grants in fiscal year 2010. Since 2002 renewal of expiring grants have a
statutory priority over selection of new projects. This provision has been included in Appropriations Acts that require HUD to renew
funding to expiring conpetitive grants that neet programrequirenents and provi de pernmanent supportive housing (PSH). As this authority
hel ps to naintain successful current housing prograns, it is requested to be continued in 2010. HUD has inplenented review and renewal

sel ection procedures through a notice providing for a streamined application process for subm ssion, review and award of renewal projects
on this priority basis.

In fiscal year 2009, HUD has received 26 renewal applications (pending selection actions) with the potential for one addition selection
based on avail able funding. As shown by type of project selected in the last 4 years (or pending for 2009), chart #3, alnost all of the
recent HOPWA conpetitive projects provi de permanent supportive housing. |f successful over their approved three years operating periods,
these grants would likely qualify for renewal funds in the future. There were five other awards involving transitional housing
activities.

HUD antici pates that avail able anounts in 2010 will be awarded to the renewal of the next group of expiring permanent supportive housing
projects. There is also sone potential that the fiscal year 2010 funds will need to be shared in a pro-rata manner anong the eligible
renewal efforts.

In fiscal year 2009, HUD received 26 renewal applications and antici pates possible selection of one additional grant wth bal ances
remai ning after renewal actions are conpl eted.

X-15
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Chart 3: Conparison Permanent and Transitional Awards for Conpetitive Gants

B Permanent Housing

B Transitional Housing

" TBD

Renewal applications have provided informati on on changes in housing costs in operating their projects. |n continuing
projects over an additional 3 years, these projects have requested increases averagi ng about 20 percent over anounts

approved for their prior grant.
Additionally, the fiscal year 2006 appropriation act, and subsequent acts, allowed a 3-year conm tnent period for HOPWA

conpetitive grants, simlar to the requirenents used for the conti nuumof care conpetitive projects. HUD requests that
this adm nistrative provision be continued as it serves as a contingency for projects that experience unforeseen

conplications in obligating these project funds.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Program O f set s
(Dol lars in Thousands)

Techni cal Assi stance Anount
2008 Appropriati On ... ... $1, 485
2009 Appropriati on/ ReqQUESt . .. ... 1, 485
2010 ReqUESt .. ... e
Program I mprovement s/ OFf set s .. ... -1,485

Proposed Actions

The fiscal year 2010 Budget requests that the Transformation Initiative be used to provide for HOPWA techni cal assistance, training, and
oversight. These funds, jointly referred to as Technical Assistance (TA) efforts, ensure that recipients fully use funds in an effective
and resourceful manner and inplement effective grants management oversight to ensure that the resources are used effectively in addressing
clients’ housing needs in a conprehensive and cost-effective manner. Technical assistance supports devel opment of greater and nore
effective capacities for providing Al DS housing assistance, as seen in the year-to-year increases in programoutlays. In 2008, the
support was used to hel p eval uate project data under the new performance outconme neasures framework, with training on grantee oversight
responsibilities and use of updated reporting forms. TA will continue to be provided to recipient comunities to provide training to
grantees and project sponsors, assist nonprofit sponsors in sustaining on-going programs, assist in identifying other mainstreamresources
in devel opi ng and providi ng housi ng and supportive services assistance, and to support operational issues, service delivery nodels
program eval uation and the use of publications, handbooks, reports, guidance, and other conmmunications

HOPWA TA is also an effective tool in providing the programw th resources to assist |ocal comunities in devel oping their conprehensive
housi ng strategies, including needs assessnments to identify |local needs and strategies for targeting area resources. |In addition, this
assi stance reaches the efforts of 845 local non-profit projects and housing agencies, including faith-based and conmmunity-based

organi zations. HUD field staff conducts annual risk assessment reviews of grants and identifies projects for additional monitoring or TA
support.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Program Of f set s
(Dol lars in Thousands)

Wor ki ng Capital Fund Anount
2008 Appropriati On .. ... $1, 485
2009 Appropriati on/ ReqQUESt . .. ... 1, 750
2010 ReqUESt .. ... e
Program I nprovenment s/ OF f Set S ... -1,750

Proposed Actions

The fiscal year 2010 budget request includes a Transformation Initiative, described in a separate Congressional Justification, which
allows the Secretary the necessary flexibility to undertake an integrated and bal anced effort to inprove program performance and test
innovative ideas. One percent of the funds appropriated for the HOPWA account will be transferred to the Transformation Initiative
account to undertake research, denonstrations, technical assistance, and technol ogy inprovenents. 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 achi eving transformati on at HUD.
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COVUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Per f or mance Measurenent Tabl e

Pr ogr am Nane:

HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS

Program M ssi on:

t he housi ng needs of persons with H'V/AIDS or rel ated di seases and their families.

To provide states and localities with resources and incentives to devise |ong-term conprehensive strategies for neeting

Per f ormance | ndi cators

Dat a Sources

Per f or mance Report

Per f or mance Pl an

2008 Pl an 2008 Actual 2009 Plan [2010 Pl an
The percentage of Housing Opportunities for Persons Wth AIDS programclients Annual 80% 92% 85% 87%
i n permanent housing who mai ntain housing stability will be 90 percent by 2012 |Program
and will increase by one percent each subsequent year. Reports
The percentage of Housing Opportunities for Persons Wth AIDS programclients |Annual Est abl i sh Done; data 60% 63%
recei ving short-term housi ng assi stance who experience reductions in their Program t ar get reported 62%
ri sks of honel essness will be 70 percent in 2012 and will increase by 2 percent [Reports
each subsequent year.
Fi nanci al Managenent and targeting of CPD programresources to neet the needs Lgﬁ?g;ﬁ;ﬁge 20% 22% 20% 20%
of underserved popul ati ons maxi m zed through the nonitoring of 20 percent of Reportin
CPD program grantees for conpliance with program requirenents. &/gtem 9
Efficiency Measure: HOPWA' s tenant-based rental assistance costs per household [NA More than 0% 4% More than More t han
wi |l be 4 percent nore effective than the Housing Choice Voucher program s 4% 5%
costs per household in 2009 and will increase by 1 percent each subsequent
year. (This nmeasure to be updated by August 2009).
Pronmot e decent, affordable housing through the nunber of rental househol ds and |Annual revised to 21, 405 20, 000 20, 260
rental housing units providing permanent housi ng. Program per manent
Reports housi ng
Annual Revi sed to 40, 805 38, 000 38, 500
Support reduced risks of honel essness through short-termand transitional Program short-term
housi ng. Reports and
transitional
housi ng

NA = Not Applicable.

Expl anati on of

I ndi cat ors

HOPWA Per manent Housing Stability and Reduced Ri sks of Honel essness Qut cone Measures

These indicators track the outcomes of the househol ds receiving permanent housi ng assi stance through the HOPWA program under tenant-based

rental

t hrough t he HOPWA program
reported under the departnental
level s and inflation.
housi ng proj ects,

A housi ng out put

X-19

obj ective for pronmoting decent affordabl e housing,

| ocal ,

assi stance and permanent housing facility assistance and the outconmes of the househol ds receiving short-term housing assistance
indicator is also shown for nunber of househol ds receiving permanent housi ng support,
as adjusted for expected outlay at avail abl e funding
Program year 2007-2008 perfornmance data indicates that 21,405 househol ds received support through HOPWA per manent
anot her 40, 804 received benefits to reduce risks of honel essness under the short-termand transitional
and 35, 253 eligible persons benefited under housing assistance | everaged fromother state,

as

housi ng proj ects,
or private sources operating under the
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community’s H 'V housing efforts. The programinitiated a focus on stable housing outcomes, issued in reporting tools in 2006 and revised
tools in 2008. The HOPWA out put indicator was previously used as the nain assessnent tool and has been updated to this outcone focus in
results. The outcone indicators, previously conbined i nto one HOPWA outconme neasure, were divided in fiscal year 2009 to hel p assess
results relative to differing purposes of permanent housing conpared to short-termand transitional efforts, under the program i nprovenent
review. These are inportant indicators for the Departnment because they are outcone indicators that reflect the priority for providing
stabl e and permanent housi ng assi stance to the nost vul nerabl e popul ati ons-—-very | owincome persons living with HV or Al DS—-who face
honel essness and ot her challenges. Both formula and conpetitive grant recipients will measure client outconmes to review how this housing
assistance results in creating or maintaining stable housing and reduces risks of homel essness. The programw |l al so continue to review
other output indicators, such as tinmely obligation and expenditure of funds, use of funds for housing purposes, field nonitoring actions,
and nunmber of househol ds assi sted.

Ef ficiency Measure

This indicator represents HOPWA's average rental assistance costs per househol d ($4,416) assisted versus costs per household assisted in
Housi ng Choi ce Voucher program ($6,780). In fiscal year 2008, after accounting for differences in household size, rental assistance costs
under the HOPWA program per unit reflects 96 percent of the cost of a Housing Choice Voucher unit, showi ng four percent efficiency under
the HOPWA program As shown in an annual cost conparison, the HOPWA programis efficient in assisting eligible households naintain
affordabl e housing. This indicator is currently being nodified to ensure that the nmeasure reflects HOPWA's commitnent to helping this

vul nerabl e popul ati on.
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COMMUNI TY PLANNI NG AND DEVELCOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Justification of Proposed Changes in Appropriations Language

The 2010 Budget i ncludes proposed changes in the appropriations |anguage |isted and expl ai ned bel ow. New | anguage is italicized and
under | i ned.

For carrying out the Housing Qpportunities for Persons with AIDS program as authorized by the Al DS Housing Opportunity Act

(42 U.S.C. 12901 et seq.), $310,000,000, to remain available until Septenber 30, [2010] 2011, except that amounts allocated pursuant
to section 854(c)(3) of such Act shall remain available until Septenber 30, [2011]2012: Provided, That the Secretary shall renew
all expiring contracts for permanent supportive housing that were funded under section 854(c)(3) of such Act that neet all program
requi rements before awardi ng funds for new contracts and activities authorized under this section[: Provided further, That the
Secretary may use not to exceed $1, 485,000 of the funds under this heading for training, oversight, and technical assistance
activities; and not to exceed $1, 750,000 may be transferred to the Working Capital Fund].

Adm ni strative Provisions

SEC. 203. (a) Notwi thstanding section 854(c)(1)(A) of the Al DS Housing Qpportunity Act (42 U S.C. 12903(c)(1)(A)), fromany anounts
made available under this title for fiscal year [2009] 2010 that are allocated under such section, the Secretary of Housing and Urban
Devel opnent shall allocate and nake a grant, in the anpbunt determ ned under subsection (b), for any State that—

(1) received an allocation in a prior fiscal year under clause (ii) of such section; and
(2) is not otherwise eligible for an allocation for fiscal year [2009] 2010 under such clause (ii) because the areas in the State

outside of the metropolitan statistical areas that qualify under clause (i) in fiscal year [2009] 2010 do not have the nunber of
cases of acquired i mmunodefici ency syndrome (Al DS) required under such clause.

(b) The ampunt of the allocation and grant for any State described in subsection (a) shall be an amobunt based on the cumul ative
nunber of AIDS cases in the areas of that State that are outside of metropolitan statistical areas that qualify under clause (i)
of such section 854(c)(1)(A) in fiscal year [2009] 2010, in proportion to Al DS cases anbng cities and States that qualify under
clauses (i) and (ii) of such section and States deened eligi bl e under subsection (a).

(c) Notwithstandi ng any other provision of law, the ambunt allocated for fiscal year [2009] 2010 under section 854(c) of the Al DS
Housi ng Opportunity Act (42 U S.C 12903(c)), to the Gty of New York, New York, on behal f of the New York-Wayne-Wite Pl ains,
New Yor k- New Jersey Metropolitan Division (hereafter “netropolitan division”) of the New York- Newar k- Edi son, NY-NJ-PA
Metropolitan Statistical Area, shall be adjusted by the Secretary of Housing and Urban Devel opnent by: (1) allocating to the Gty
of Jersey City, New Jersey, the proportion of the metropolitan area's or division's amount that is based on the nunber of cases
of AIDS reported in the portion of the metropolitan area or division that is located in Hudson County, New Jersey, and adjusting
for the proportion of the netropolitan division's high incidence bonus if this area in New Jersey al so has a higher than average
per capita incidence of AIDS, and (2) allocating to the City of Paterson, New Jersey, the proportion of the nmetropolitan area's
or division's amount that is based on the nunber of cases of AIDS reported in the portion of the netropolitan area or division
that is located in Bergen County and Passaic County, New Jersey, and adjusting for the proportion of the netropolitan division's
hi gh incidence bonus if this area in New Jersey al so has a higher than average per capita incidence of AIDS. The recipient
cities shall use amounts allocated under this subsection to carry out eligible activities under section 855 of the Al DS Housing
Opportunity Act (42 U.S.C. 12904) in their respective portions of the nmetropolitan division that is located in New Jersey.

(d) Notw thstanding any other provision of law, the anount allocated for fiscal year [2009] 2010 under section 854(c) of the AIDS
Housi ng Qpportunity Act (42 U.S.C. 12903(c)) to areas with a higher than average per capita incidence of AIDS, shall be adjusted
by the Secretary on the basis of area incidence reported over a 3-year period.
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SEC. [210]206. (a) Notwi thstanding any other provision of |aw, the anount allocated for fiscal year [2009] 2010 under section 854(c) of
the AIDS Housing Qpportunity Act (42 U S.C. 12903(c)) to the Gty of WImngton, Delaware, on behalf of the WI m ngton, Del aware-

Maryl and- New Jersey Metropolitan Division (hereafter “nmetropolitan division”), shall be adjusted by the Secretary of Housing and Urban
Devel opment by allocating to the State of New Jersey the proportion of the netropolitan division' s anount that is based on the nunber
of cases of AIDS reported in the portion of the nmetropolitan division that is |located in New Jersey and adjusting for the proportion of
the metropolitan division's high incidence bonus if this area in New Jersey also has a higher than average per capita inci dence of
AIDS. The State of New Jersey shall use anmounts allocated to the State under this subsection to carry out eligible activities under
section 855 of the AIDS Housing Opportunity Act (42 U S.C. 12904) in the portion of the nmetropolitan division that is |located in New
Jersey.

(b) Notw t hstanding any other provision of law, the Secretary of Housing and Urban Devel opment shall allocate to Wake County, North
Carolina, the ambunts that otherw se would be allocated for fiscal year [2009] 2010 under section 854(c) of the Al DS Housing Cpportunity
Act (42 U.S.C. 12903(c)) to the Gty of Raleigh, North Carolina, on behalf of the Raleigh-Carey North Carolina Metropolitan Statistical
Area. Any anounts allocated to Wake County shall be used to carry out eligible activities under section 855 of such Act (42 U S.C
12904) within such nmetropolitan statistical area.

(c) Notwithstandi ng section 854(c) of the AIDS Housing Opportunity Act (42 U.S.C 12903(c)), the Secretary of Housing and U ban Devel opnent
may adj ust the allocation of the anounts that otherwi se would be allocated for fiscal year [2009] 2010 under section 854(c) of such Act,
upon the witten request of an applicant, in conjunction with the State(s), for a fornula allocation on behalf of a nmetropolitan
statistical area, to designate the State or States in which the netropolitan statistical area is located as the eligible grantee(s) of the
allocation. In the case that a netropolitan statistical area involves nore than one State, such anmpbunts allocated to each State shall be
in proportion to the nunber of cases of AIDS reported in the portion of the metropolitan statistical area located in that State. Any
anounts allocated to a State under this section shall be used to carry out eligible activities within the portion of the netropolitan
statistical area located in that State.
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Budget Activity

Formula Grants

Conpetitive Grants

Techni cal Assi stance

Wor ki ng Capit al

Fund

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

a/ Carryover includes $11 thousand of
b/ Carryover includes $1 thousand of

COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
Crosswal k of 2008 Availability
(Dol lars in Thousands)

Tot al
Suppl enent al / 2008
2008 Enact ed Resci ssi on Repr ogr anmi ngs Carryover Resour ces

$267, 417 -$2 $83, 7392 $351, 154
29,713 -11 29, 452° 59, 154
1,485 1, 493 2,978
1, 485 . . 1, 485
300, 100 -13 114, 684 414,771

recaptured funds.
recaptured funds.
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Budget Activity

Formula Grants ......................

Conpetitive Gants ..................
Technical Assistance ................
Wirking Capital Fund ................

Tot al

Al DS
COVMUNI TY PLANNI NG AND DEVELOPMENT
HOUSI NG OPPORTUNI TI ES FOR PERSONS W TH Al DS
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 anm ngs Carryover Resour ces
$267, 179 $276, 089 $73, 423 $349, 512
29, 686 30, 676 28, 339 59, 015
1, 485 1,485 1,485 2,970
1,750 1,750 e e e 1,750
300, 100 310, 000 103, 247 413, 247
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COMMUNI TY PLANNI NG AND DEVELCOPMENT
EMPONERMENT ZONES/ ENTERPRI SE COMMUNI Tl ES/ RENEWAL COVMUNI Tl ES
2010 Sunmary Statenent and Initiatives
(Dol lars in Thousands)

Enact ed/ Suppl enent al / Tot al
EMPONERMENT ZONES Request Carryover Resci ssi on Resour ces Cbligations Qut | ays
2008 Appropriation ................ o $110 -$110 S S $17, 424
2009 Appropriation/ Request ........ L8 17, 000
2010 Request .............. ... 17, 000

Program | nprovenents/ O0ffsets ......

Sumrary St at enent

No new appropriation is requested for the Enpowernent Zone (EZ) and Renewal Community (RC) prograns in fiscal year 2010. HUD requests
continuing funding of EZs and RCs solely through the use of tax incentives.

Unl ess extended by Congress, all current EZ and RC communities will |ose access to the Federal tax incentives when their designations
expire on the schedul ed sunset date of Decenber 31, 2009. Bipartisan legislation in the 111th Congress (H R 1677) is currently under
review that would extend the designations to Decenber 31, 2015. HUD supports i medi ately extendi ng the Federal Community Renewal tax
incentives from Decenber 31, 2009 to Decenber 31, 2010 so that the EZs’ and RCs’ ongoing efforts to encourage and support business
investment, economic revitalization, and expansion of job opportunities for residents in the designated high poverty, high unenpl oynment
census tracts may continue.

The current economy’s growi ng jobless rate and the di m ni shing nunber of small business investments make a strong case for supporting a
continuing Federal commtment to extending the HUD- admi ni stered Enmpowerment Zone (EZ) and Renewal Community (RC) Initiatives for an

addi tional year. Unequivocally, extending the EZ/ RC designations allows for continued opportunities for job growth and busi ness expansi on
in some of the npbst economically distressed communities in the nation. According to the nobst current (2000) Census data, an EZ's average
poverty rate is 38.28 percent and average unenploynent rate is 16.61 percent. For an RC, its average poverty rate is 34.59 percent and
average unenpl oyment rate is 15.20 percent. Gven the severity of the economic crisis, there is a high probability that the 2010 Census
data for the 30 EZs and 40 RCs will show even hi gher unenpl oyment and poverty rates.

Wirking with Internal Revenue Service (IRS) data for 2006, HUD deternined that 240,000 jobs for EZ and RC residents generated
approxi mately $511 million in enploynent credits for eligible businesses in distressed nei ghborhoods. To date, IRS data shows that
busi nesses in the EZs/RCs have clained nore than $3.5 billion in EZ/ RC enpl oyment credits.

The surge in businesses seizing the opportunity to utilize the $11 billion tax package is reflected in the current data avail abl e show ng
that RC businesses have benefited fromthe $1.7 billion in Comrercial Revitalization Deduction (CRD) Allocations (2002-2008) to establish,
expand or substantially renovate comrercial properties and generate new jobs in the RCs. As the pronmotion of the $11 billion tax package

and outreach to eligible EZ/ RC businesses intensified, the use of the tax incentives showed a steady upward progression, particularly over
the later years of the EZ/ RC designation, |eading to substantial increases in business devel opnent and job creation. Despite this surge,
only an estimated $6 billion of the estimated $11 billion of tax incentives has been utilized.
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Ext endi ng the designations would allow tax relief to renmain available to 300,000 businesses located in distressed EZ/ RC areas, thereby

hel ping create or retain jobs in high poverty areas, in an environment where the unenploynment rate is the highest it has been in 25 years.
It is critically inportant to extend the provisions imediately rather than to let the EZ and RC designations andthe rel ated tax
incentives |apse and extend themretroactively. Tax incentive prograns to stinmulate job creation and investnment work best if business
owners can plan on their availability and the tax professionals and econom c devel opnent officials who understand the details and perform

outreach can be secure in their jobs.

Program Overvi ew

HUD- desi gnated EZ and RC communi ties enconpass 5.3 nillion residents living in over two thousand high poverty, high unenpl oynent Census
tracts. The EZ and RC tax incentives reduce the cost of capital for area businesses and provide strong incentives to business owners to
hire and retain residents fromthe designated areas, purchase new equi pnment, renovate and expand operations, and otherw se invest in the
revitalization of distressed nei ghborhoods. The incentives include enploynment credits for hiring and retaining |local residents, tax
deductions for purchasing equi pent, accel erated depreciation for investing in comrercial construction and rehabilitation, |owcost |oans
through the issuance of tax-exenpt bonds, and other incentives. New business devel opnent supported by EZ and RC tax credits includes
projects financed with $643 nillion in tax-exenpt enterprise facilities bonds, issued to finance new or substantial rehabilitation
projects in the EZs, and $1.7 billion in Comrercial Revitalization Deduction allocations (2002-2008), awarded to RC area businesses to
hel p close the financing gap on new office buildings, retail plazas, expanded manufacturing and R& facilities, historic property reuse,
and commerci al devel opments that have returned thousands of square feet of vacant property to productive econom c use.

The nmost widely utilized of the Comrunity Renewal tax incentives is the enployment credit, which provides Federal tax benefits to |ocal
busi nesses that hire and retain workers fromEZ and RC Census tracts. Data fromthe Internal Revenue Service (IRS) indicates that since
1999, individuals have clainmed nearly $1.1 billion in EZ and RC enpl oyment credits for enploying residents fromthe designated areas.
Recent years have shown a steady upward trend in utilization of this incentive. This has led to substantial increases in business

devel opment and job creation. Based on IRS data, HUD found that approxi mately 240,000 jobs for EZ and RC resi dents generated over $500
mllion worth of enploynment credits for eligible enployers throughout the country in 2006. |In addition, businesses have utilized a
related incentive for hiring high risk youth and providing sumer jobs to teens residing in EZ and RC conmunities, which are two
categories tied to the EZ and RC desi gnati ons under the Wrk Qpportunity Tax Credit (WOTC). During the 2007 reporting period, States
issued certifications for WOTCs for nore than 50,000 EZ and RC hires. As with the EZ and RC enploynent credit, utilization of the WOIC
incentive for EZ and RC youth enpl oynent has also followed an increasing trend; from 2006 to 2007, there was a 58 percent increase in WOTC
certifications issued for EZ and RC youth hires. However, WOIC utilization declined from 2005-2006, due to the tax incentive |apsing and
bei ng extended retroactively.

In addition to tax incentives, 15 Enpowernent Zone designees received a total of $385 nmillion in appropriations between fiscal year 1999
and fiscal year 2005. EZ grantees have utilized the funds to undertake a range of community revitalization and econom ¢ devel oprent
activities, consistent with a locally devel oped ten-year strategic plan. HUD performance data for grant funded projects indicate
successful |everaging of grant dollars with other sources: for 426 EZ projects conpleted to date, EZs have | everaged $103 mllion in HUD
grant funds to attract $515 million in funds fromother public and private sources. The 15 EZ grantees will continue to conplete grant
funded activities through the renami nder of fiscal year 2010.
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Renewal Community and Enpower nent Zone Economic Activity
2> EZ Bonds |ssued $643, 291, 594
>
5 EZ Gant Leveraging for Total Qther Funds
< conpl eted proj ects HUD EZ Grant |nvested | nvest ed
o $102, 964, 943 $514, 615, 170
> Annual RC Qutreach and
g Assi stance to Area 66, 000 busi nesses
z Busi nesses
g
Commercial Revitalization
@ Deduction Allocations to $1, 732, 478, 992
RC Busi nesses
T 3
g ;< Enpl oynent Credits O ai med
g Bz or All owed( 1999- 2008) $3, 532, 666, 699
8

Departnental Goal s

The Community Renewal program w th enphasis on HUD desi gnat ed Empower ment Zones and Renewal Communities, addresses the Department’s goal s
in the follow ng ways:

1.

The Community Renewal programworks daily with the directors of the EZs and RCs to hel p enhance sustainability and expand econom c
opportunities in designated revitalization areas that qualified on the basis of their high poverty, |ow enpl oyment and characteristics
of general distress at the outset of the program The Federal government has made $11 billion in tax incentives available to eligible
busi nesses in these communities, and Community Renewal personnel work with the EZ and RC directors to help themto fully understand
these incentives and narket themto | ocal business owners, business groups, and local tax practitioners. These incentives include
enpl oyment credits that encourage enployers to hire local residents, increased Section 179 deductions that hel p busi ness owners
finance purchases of equipnent, Commercial Revitalization Deductions that hel p business owners in RC areas finance the purchase and
rehabilitation of commercial properties, and Enterprise Zone Facility bonds, which provide |owcost financing to support econonic
devel opment projects in EZs. Projects financed with the Enterprise Zone Facilities bonds nust maintain a workforce conprised of at

| east 35 percent EZ residents to retain their tax exenpt status.

The Community Renewal program also works daily with the | eaders of the 30 EZs and 40 RCs to foster better living environnents by

i mprovi ng physical conditions and quality of life. The EZs' strategic plans are conprehensive community revitalization strategies,
i ncludi ng sustai nabl e devel opnment, crime control, and social services elements. HUD s requirenments under the provisions of the
statutes Congress enacted for the 28 RC programs in urban areas and 12 RC prograns in rural areas require that the 40 RC directors
must work locally to provide the social services and facilities listed on the follow ng page:
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a. services for RCresidents to help them beconme sel f-sufficient, which can include services for Tenporary Assistance for Needy
Families (TANF) recipients, job support services, child care and after school care for children of working residents,
enpl oyment training, transportation services, and other services;

b. crime-reduction and/or prevention services;

c. job training for, and technical, financial, or other assistance to, enployers, enployees, and residents of the Renewal
Communi ty; and

d. free or lowcost real property such as |and, homes, and comrercial or industrial structures for nei ghborhood organizations
and communi ty devel opment corporations in the Renewal Comrunity to help facilitate devel oprment.

HUD revi ews annual reports fromthe RCs to assess the degree to which the RCs are neeting these requirenents.

3. The Enmpowerment Zones and Renewal Communities initiative inproves accountability, service delivery, and customer service to HUD and
its partners through reviewi ng the performance reports and on-site nmonitoring of the individual EZs and RCs to determne if they
should retain their designations. This is HUD s obligation under the statutory provisions enacted by Congress.

4. The initiative promotes participation by comrunity organi zati ons through extensive collaboration-building efforts, as required under
the statutory provisions for the EZ strategic plan and the RC course of action.

5. The program has assisted econonic recovery in the Qulf Coast region by providing technical assistance on tax incentives for eligible
busi nesses in 12 communities with EZ and RC designations in Louisiana, Texas, M ssissippi, and A abana.

Program Eval uati on and Performance Reporting

HUD has invested in perfornmance review systens that are unique to the EZ and RC programand is a significant consideration for extending
the designations for an additional year, without substantial new investnent in program nanagenent and perfornance eval uation of the EZ and
RC efforts. Adapting these in-place systens will accommodate the Administration’s objective for greater consistency and transparency in

t he nanagenent of Federal prograns. A year extension would fully leverage initial investnents in HUD s on-line Perfornmance Measurenent
System (PERMVS), the Geographic Information System (@ S) based EZ/ RC Locator, and uni que data points provided through the HUD | RS

Par t ner shi p.

HUD col l ects infornation that the Enpowernent Zones and Renewal Communities report annually using HUD s on-line Perfornmance Measurenent
System (PERVS). The data for each community is publically available on HUD s website at www ezec. hud. gov. The programoffice reviews
each annual report to evaluate progress and determ ne continued eligibility for each designee. CPD field office representatives
contribute to the assessment of annual reports for EZ designees, and use information on timely inplementation of grant funded projects as
a basis for risk analysis and monitoring for the 15 EZs that received HUD EZ grant funding. Wth $25.6 nmillion for each Round Il EZ and
hundreds of projects still active, the need for continued oversight of the 15 EZ grantees is a priority until the grants are closed.

Annual perfornmance reports provide both narrative and quantitative data regarding activities underway in EZ and RC communities. RC
comruni ties provide data efforts to utilize a standard set of tax incentives to encourage econom ¢ investment and revitalization in the
desi gnated area, and report on progress made toward other state and |l ocal commtments made to build partnerships, reduce crime, enhance
busi ness conditions and ot herw se i nprove econom ¢ opportunities for residents of their communities.
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Recent successes reported by EZ/ RC designees incl ude:

1.

Nobi s Environnental Engineering: used a $3.8 million Commercial Revitalization Deduction (CRD) allocation to transforma vacant
mll building in Lowell, MAinto a state of the art, LEED Gold Certified green office building that serves as their regional
headquarter. Another CRD investment in the Lowell, MA RC was used to renmediate a former gas station site to build a CVS
conveni ence store and pharmacy in the Lowel |, MA RC community, which created 30 new jobs for |ocal residents.

Nobi s Engi neer i ng LEED Certified; Lowel T‘ VA CVS Conveni ence Store & Pharnacy;

MA

I'n 2008, the New Bal ance Athletic Shoe Conpany in Lawence, MA received a $2.1 nmillion commercial revitalization deduction

al | ocation through HUD s Renewal Community programto open a 3,000 square foot research and devel opment facility in Lawence. The
new facility will include a 120-foot running track and a “smash |ab” filled w th biomechanics technol ogy to neasure runner and
sneaker performance.

Lowel I,

United States Steel Corporation, a |eading manufacturer of steel products in North America and Europe, filed an application

(2008) to invest in Port of Epes, AL, in the Greene-Sunter, AL Renewal Community. Total capital investrment for the initial phase
of the projects is expected to exceed $150 million and represents the |argest investment of its kind in the Geene-Sunter RC. The
investment will create approximately 75 full-tine jobs and 250 tenporary construction jobs through the initial phase and generate
econom ¢ opportunities for |ocal businesses, service providers and their enployees.

Two separate successes in Buffal o-Lackawanna, NY RC. 1) A 2008 Commerci al Revitalization Deduction (CRD) total allocation of $5.7
mllion hel ped finance RiverWight and a $214 nmillion ethanol plant there and 2) additional allocations were awarded to two firns
devel opi ng comerci al property. A restaurateur and devel oper will use his allocation to renovate the Curtiss Building into a
seventy-two room boutique hotel.

Boston, MA EZ's $14 mllion EZ tax exenpt bond financed project for renovation of a 63,000 square foot facility in South Boston
that will house the new research and devel opment |aboratories for Paratek Pharmaceuticals. Another $43 nillion in tax exenpt bond
financing was used to develop the Crosstown Center Hotel and Ofice conplex; 68 percent of the hotel enployees are zone residents.
[ EZ designees have access to $130 nillion per site in tax-exenpt bond authority]
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Cr osst own Oener; Bost on, MA EZ

6. Pullman Square Town Center, Huntington/lronton, W EZ. EZ funded redevel opnent of a vacant site into a retail/entertainment
conpl ex that has added 650 new jobs to the Zone.

B

Pul | man Square Town Oeer; ) Hunt ingt on/ I ront on, W EZ
These projects are just a few of the nore than 2,000 active and conpl eted i npl ementati on plans and projects underway in the designated
areas. Many nore are featured on the Community Renewal webpage on HUD s website at www. hud. gov/cr and in the HUD publication, Spotlight

on Results: Capturing Successes in Renewal Community and Enmpowernment Zones.

Measuring the overall inpact of the tax incentives and other benefits of the EZ and RC programon the designated areas has proved

chal l enging. Neither HUD nor the EZ or RC desi gnees have statutory authority to require taxpayers to provide information to them
regarding the utilization of various tax incentives available to businesses as a result of the designation. Taxpayers clai mdeductions
and/or credits directly on their tax returns filed with the Internal Revenue Service (IRS). Since the level of tax incentive utilization
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is inmportant to HUD s understandi ng of the econom c devel opnent outcones associated with Community Renewal initiative, HUD established a
productive partnership with the IRS to obtain summary utilization data. The partnership was established in a menorandum of agreenent
effective October 2006. Data provided by the IRS constitutes a reliable and accurate source for the program s single performance
indicator: the annual dollar ambunt of EZ and RC enploynment credits clainmed by sole proprietors. The utilization of enploynment credits
in EZ and RC communities has shown a steady upward trend since programinception and increased at the rate of 5.6 percent for the nost
recent reporting year over the prior year data. |RS data for utilization rates fromreturns processed in 2008, 2009 and 2010, wll be
available in future years and is needed to provide a full history of tax incentives until the Decenber 31, 2009 designation deadline is
reached.

The 1-year extension of the sunset provisions for the EZ and RC designations and the related tax incentives is of crucial inmportance to
continue generating jobs and stimulating business investrment in these highly distressed communities which successfully conpeted for the EZ
& RC desi gnati ons awarded by HUD. However, this does not exonerate HUD fromits responsibility to issue closeout procedures for the

remai ning Round Il grant funds in order to accommbdate the provisions of the appropriations |laws enacted in 2003, 2004, and 2005. Under
t he extended sunset date of Decenber 31, 2010, the Federal tax incentives would be available for the extended one year period for the 15
Round Il EZs as well as the Round 11l EZs and RCs. These Federal tax incentives, which are available in the $11 billion package now
avail abl e until Decenber 31, 2009, are critical to the achievemrent of all 70 of the designees performance goals, particularly for the
Round 111 EZs and the RCs, which received no Federal appropriations for program administration or projects.
Per f or mance Revi ew and Monitoring
2002- 2006 | 2007- 2009

Annual Report Revi ews Conpl et ed 199 175

Grant Mnitoring Round |l EZ 20 11

Techni cal Assistance Visits N A 10

Techni cal Assi stance Conference

Calls 35 19

CQui dance |ssued N A 2

Data collection and identification of appropriate perfornmance indicators is not the only challenge. The conprehensive nature of the EZ
program and indirect benefits conferred by EZ and RC tax incentives al so pose a challenge to program eval uation. HUD published one
interimassessnment of the Round | Enpowernent Zones in 2001, and the Secretary’s Advisory Council on Community Renewal conducted public
hearings in 2003. The authorizing |legislation mandates external review of the EZ and RC prograns by the CGovernment Accountability Ofice.
GAO s report on initial inplementation of first round of Federal EZ designations issued in 2004 (GAO 04-306), and subsequent report in
2006 (GAO 06-727), indicated that while it found conditions in the communities were inproving, its nmethodol ogy could not establish a
correl ati on between the statistical changes in poverty, unenpl oyment and distress and the Federal designations. A GAO review of Round II
and | ater designees is expected to comrence in the third quarter of fiscal year 2009.
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The follow ng indicates the status of grant funds provided to Round Il EZs:
STATUS OF ROUND || EZ GRANTEE ACTIVITY
(AS OF 3/09)

G ant ee ol i gat ed Di sbur sed Per cent D sbursed
Bost on 25, 615, 299. 00 24,138, 984. 66 94. 2%
G nci nnati 25, 615, 299. 00 20, 930, 848. 33 81. 7%
Col unbi a/ Sunt er 25, 615, 299. 00 21, 377, 380. 60 83.5%
Col unbus 25, 615, 300. 00 24,670, 282. 04 96. 3%
Cunber | and County 25, 615, 300. 00 23, 035, 135. 85 89. 9%
El Paso 25, 615, 300. 00 21,943, 451. 95 85. 7%
Gary/ Hanmond/ East Chi cago 25, 615, 300. 00 22,659, 415. 61 88. 5%
Hunti ngton/ I ront on 25, 615, 300. 00 23, 349, 439. 07 91. 2%
Knoxvi |l | e 25, 615, 300. 00 16, 294, 977. 90 63. 6%
M ami 25, 615, 300. 00 21, 685, 370. 00 84. 7%
M nneapol i s 25, 615, 299. 00 24,627, 887. 57 96. 1%
New Haven 25, 615, 300. 00 24,889, 529. 25 97. 2%
Nor f ol k/ Por t snout h 25, 615, 299. 00 25, 591, 500. 11 99. 9%
Santa Ana 25, 615, 300. 00 22, 009, 900. 95 85. 9%
St. Louis/East St. Louis 25, 615, 300. 00 22, 387, 879. 00 87. 4%

TOTAL $384, 229, 495. 00 $339, 591, 982. 89 88. 4%

By March 2009, 88.4 percent of obligated funds were di sbursed with nore than 50 percent of the undi sbursed funds under contract by the
grantee to a third party. In addition, 97 percent of all obligated funds are formally committed to projects and prograns through approval
by the EZ governance boards.
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COMMUNI TY PLANNI NG AND DEVELOPMENT
EMPONERMENT ZONES/ ENTERPRI SE COMMUNI Tl ES/ RENEWAL COVMUNI Tl ES
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
Enpower ment
Zones/ Enterpri se
Comuni t y/ Renewal
Communities .......... -$110 $110 e e e e e
Total ............... -110 110
2008 2009 2010
FTE Act ual Estimate Estinmate
Headquarters ........ 16 17 17
Field ............... 2 3 3
Total ............. 18 20 20
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COVMUNI TY PLANNI NG AND DEVELOPMENT
EMPONERMVENT ZONES/ ENTERPRI SE COVMUNI Tl ES/ RENEWAL COVMUNI TI ES
Program O f set s
(Dol l'ars in Thousands)

Enpower nent Zones/ Ent er pri se Communi ty/ Renewal Communities Anount

2008 Appropriati On .. ... ... -$110
2009 Appropriati on/ ReqQUESt . .. ...
2010 ReqUEST . ..
Program I mprovement s/ OFf Set s ... ...

NOTE:  An unobligated bal ance of $110,000 was resci nded in 2008.

The Omi bus Budget Reconciliation Act of 1993 authorized the Secretary of HUD to designate six urban EZs (one EZ in this round is no

| onger designated as such) and 65 urban Round | Enterprise Comunities (ECs). The Taxpayer Relief Act of 1997 |ater authorized two
additional Round | urban EZs. This Act also authorized the Secretary to designate 15 Round Il urban EZs. The 2000 Conmmunity Renewal Tax
Relief Act (CRTR Act) authorized the Secretary to designate 40 Renewal Comunities (28 urban, 12 rural) and eight Round |1l Enpowernent
Zones, as well as tax incentive provisions to support comunity revitalization efforts.

The goal of the Enmpowernment Zones (EZ) and Renewal Communities (RC) prograns is to create sustainable, |ong-term econom c devel opnent in
distressed areas by using a strategic plan (for EZs) or a “Course of Action,” and econom c growh pronotion requirenents (for RCs)

devel oped and inplenented in partnershi ps anong private, public, and non-profit entities. Residents provide input into what happens in
their nei ghborhoods. Each community devel ops quantifiable goals and ways to nmeasure the results of inplenmentation. Although these
communi ties’ primary benefit is tax incentives, HUD is responsible for oversight of neasuring performance of the comunities. The
progress in carrying out the strategic plans and conmitnents is tracked in HUD s | nternet-based Performance Measurenment System ( PERVS).

Proposed Actions

HUD supports i medi ately extending the tax incentive package through Decenber 31, 2010. Under current law, the EZ and RC designations and
the related tax incentives expire on Decenber 31, 2009. Legislative action is needed to extend the existing EZ and RC desi gnati ons beyond
Decenber 31, 2009. Bipartisan |legislation consisting of House bill H R 1677 would extend the designations to Decenber 31, 2015 and
enhance the $11 billion tax incentive package available to 300,000 businesses located in the 71 designated areas. The rationale for
extending the tax incentive eligibility period is based on the positive increasing trend of utilization during the period from 2005 to
present, thus, the probability of sustaining or increasing job opportunities during the extended designation period is high. The
prelimnary IRS data on tax incentive utilization for tax years 2007 and 2008 shows dramatic increases in jobs generating enpl oynent
credits. Data shows, despite recent increases in utilization of the EZ and RC tax incentives, overall utilization to date is well bel ow
estimated levels. Only 15 percent of the avail able bond cap for tax-exenpt Enterprise Facilities bonds avail able to EZ desi gnees has been
i ssued to date.

As in recent years since fiscal year 2005, no grant funding is proposed for Round Il Enpowernent Zones (EZs) in fiscal year 2010. The

programw || continue to focus on maxim zing the use of tax incentives, disbursing unexpended grant bal ances, and tracking the use of
program i ncone.
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Program Descri pti on

initiative consists of two types of designations, Enpowernent Zones and Renewal Communities. There are currently 30
urban Enmpower ment Zones, which HUD designated in three conpetitions held in 1994 (Round 1), 1998 (Round I1) and 2001 (Round I11). Al EZs
are eligible for the same set of Federal tax incentives, which are effective through Decenber 31, 2009. HUD al so desi gnated 40 Renewal
Comuni ties in 2000, which include both urban and rural areas. The RCs designations confer a slightly different set of tax incentives,
which are also effective through Decenber 31, 2009. The total package of tax incentives nade available to EZ and RC designees in the
Conmmunity Renewal and Tax Relief Act of 2000 is estimated at $11 billion, which can be clainmed by businesses investing in and enpl oyi ng
residents of the designated areas. The program has not received an appropriation since fiscal year 2005, which was the final award of HUD
grant funds to 15 Round Il EZ designees. None of the Round IIl EZs nor any of the RCs received appropriations for funding to support
program i npl ementati on or projects.

The Community Renewal

tax incentives since 1999 represent approximately $4 billion in tax savings. These tax savings are available
to approxi mately 300,000 businesses |located in distressed EZ and RC areas. Businesses claimng these credits range fromlarge
corporations such as Toyota, Ameritech, Dell Conmputer and Marriott Corporation to small manufacturers, grocery stores, pharnacies,
restaurants and other retailers that provide both job opportunities and needed services in underserved areas. HUD has worked aggressively
since 2001 with the local |eaders of the EZ and RC communities to promote utilization of the tax incentives — particularly anmong smal | -
and nedi um si zed busi nesses.

Caims for Community Renewal

The extension of the sunset from Decenber 31, 2009 to Decenber 31, 2010, will allow HUD s EZ and RC desi gnees to continue carrying out a
full set of econonic devel opnent activities for residents and businesses in their |Iocal communities. During the nost recent reporting
year, RC directors and their comunity partners contacted over 66,000 |ocal businesses to provide infornmation and assistance in utilizing
the Federal tax incentives to achieve their business investnent, expansion and resident enploynent goals. In addition to their own tax
incentive utilization efforts, the EZs reported progress on approxi mately 2,000 ongoing strategic plan activities to revitalize the

desi gnat ed areas.
all RC and EZ communities extended until
eligibility and performance of designees through fiscal

12/ 31/ 10, HUD will
year 2010.

Wth nearly one-third of the projects initiated by EZs since programinception still

continue to receive inquiries, provide technical

Area Characteristics
RC EZ Tot al

Desi gnat ed Areas 40 30 70
EZRC Census Tracts 1,127 728 1, 855
Busi nesses i n EZRCs

(2006) 167, 954 127,763 295, 717
Resi dents in EZRC (2000) 3,423,256 | 1,859,535 | 5,282,791
Aver age Poverty (2000) 34.59% 38. 28% N A
Aver age Unenpl oyment

(2000) 15. 20% 16.61% N A

Y-11
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Di stinctions anong the EZ and RC designations are as foll ows:

URBAN EMPONERMVENT ZONES

Launched in 1993, the EZ/EC Initiative was an interagency effort focused on the creation of self-sustaining, |ong-termdevel opnent in

di stressed urban and rural areas throughout the nation. Round | and Il Enpowernent Zones received grant funding to inplenent their
strategic plans, in addition to tax incentives, bonus points for other Federal conpetitive grant programs, and | everagi ng of public and
private funding. Round Ill Enpowernent Zones utilize only tax incentives, |everage and bonus points.

The conceptual framework of the EZ programis enbodied in four key principles that applicants address in their Strategic Plans. The
principles, which are drawn fromthe best practices of holistic approaches to community revitalization, are as follows:

. The Strategic Vision for Change identifies what a community will become in the future, and includes a clear statement of the val ues
that the comunity used to create its vision;

. Conmmuni ty- Based Partnershi ps enphasi ze the i nportance of involving all commnity stakeholders in the revitalization of distressed
nei ghbor hoods. Key partners should be included in the governance structure, and all partners should be held accountable for their
commtment to revitalizing the community;

. Econonmi ¢ Opportunity includes creating jobs for Zone residents and linking residents to jobs within the Zone and throughout the
regi on; and

. Sust ai nabl e Community Devel opnent advances the creation of |ivable and vibrant communities through physical, environmental, community,
and human devel opnent .

EZ Tax Incentives. The EZs use tax incentives to help achieve strategic plan goals. Tax incentives available only to EZs include the
fol I ow ng:

. Enterprise Zone Facility Bonds, which are tax exenpt up to a certain ceiling. State and |ocal governnents have issued nearly
$650 million in tax exenpt bonds to help finance projects in the Enpowernent Zones. Projects financed with these bonds nust draw 35
percent of their workforce fromthe designated area.

. Non-recognition of Gain on Sale of EZ Assets; and

. Partial Recognition of Gain on Sale of EZ Stock.

RENEWAL COVMUNI TI ES

The 40 Renewal Communities (RCs) foster efforts to encourage econonic devel opnent through the use of Federal tax incentives. As well, the
State and | ocal governnents and comunity-based organi zati ons nust adopt a “course of action” including at |east four of six required

goal s and actions. These include the followi ng: reducing tax rates or fees, increasing the efficiency of |ocal services; supporting
effort to reduce crine; streanining government requirenments; involving local partners; and soliciting in-kind contributions. RC
designees also are required to work with State and | ocal governments to achieve at |east four of five econom c growh pronotion

requi rements, described bel ow

. repeal, reduce or not enforce within the RC licensing requirenents for occupations that do not ordinarily require a professional
degr ee;
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Enpower ment

Zones/ Ent erpri se Comruni ti es/ Renewal Comrunities

e repeal, reduce or not enforce zoning restrictions on honme-based businesses in the RC that do not create a public nuisance;

e repeal, reduce or not enforce permt requirenents for street vendors in the RC who do not create a public nuisance;

e repeal, reduce or not enforce zoning or other restrictions in the RC that inpede the formation of schools or child care centers; and

e repeal, reduce or not enforce franchise or other restrictions on conpetition for businesses providing public services in the RC
including taxicabs, jitneys, cable television, or trash hauling.

RC Tax | ncentives.

1)

2)

Comer ci al
her property construction or substantial rehabilitation cost in the first year the property is placed in service or all the
cost on a ratable basis over 10 years. The business owner nust receive a CRD allocation for the depreciated anount, and the
commer ci al
billion in CRD allocations to businesses in the RCs from 2002 t hrough 2008; and

The tax incentives available only in RCs include the follow ng:

Revitalization Deduction (CRD), which allows an eligible business owner to depreciate either one-half of his or

bui I ding must be located in an RC-designated area. According to PERVS, states have awarded approxi mately $1.7

Commercial Revitalization
Deductions Allocated to RC
Businesses

$300,000,000

$250,000,000
$200,000,000 -~
$150,000,000
$100,000,000
$50,000,000

2002 2003 2004 2005 2006 2007 2008

Deductions Allocated

Year

Zero Percent Capital Gains Rate for the sale or transfer of RC Assets.
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Tax incentives Common to both EZs and RCs include:

. IRS estimates that 251,000 tax returns have clainmed $3.5 billion in EZ and RC enpl oynent credits from 1999 to 2006. HUD used | RS
data to determ ne 240,000 jobs in 2006 generated slightly over $500 million in EZ/ RC enpl oyment credits. The follow ng chart
shows the increase in utilization of enploynent credits by business owners that use the individual tax return (I RS Form 1040).

Employment Credits Claimed
in RCs and EZs

$250,000,000

$200,000,000

$150,000,000

$100,000,000 M Individua
Returns
$50,000,000
S0

1999
2000 2001 2002 2003 2004 7005 2006 2007
2008

e Wirk OQpportunity Tax Credit for businesses that hire 18- to 39-year old EZ and RC residents and other hard-to-enpl oy groups;
. I ncreased Section 179 Deduction for depreciation expenses; and

e (Qualified Zone Acadeny Bonds (QZABS), which enable State and | ocal governnents to issue bonds that permt public schools to raise
funds for curricul um devel opment or physical inprovenents.
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COVMWUNI TY PLANNI NG AND DEVELOPMENT
EMPONERVENT ZONES/ ENTERPRI SE COVMUNI Tl ES/ RENEWAL COVMUNI TI ES
Per f or mance Measurenent Tabl e

Program Name: EMPOAERVENT ZONES/ ENTERPRI SE COVMUNI Tl ES/ RENEWAL COMMUNI TI ES

Program M ssion: To create sustainable, |ong-termecononic devel opnent in distressed areas by using a strategic plan (for EZs),
and a Course of Action and econonmic growth pronotion requirenents (for RCs). HUD s Round Il EZ grants nust be used “in conjunction
wi th econoni c devel opnent”, whereas the strategic plans are conprehensive. Inproving the designated areas depends on establishing
partnershi ps and | everaging public and private funds. For all rounds of EZs and RCs, Federal benefits include tax incentives

t hrough the IRS and the designee’s inplenentation efforts include pronoting the use of those tax incentives.

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

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

Enpower nent Zone and Renewal Community Enpl oynent |Third party data |$167 million $121 million $133 nmillion $146 nillion
Credits Clained by Sole Proprietors (I RS)

Expl anati on of |ndicators

Enpl oynent Credits. The total EZ and RC enploynent credits clained by sole proprietor business owners for enployees who work excl usively
and reside within the same EZ or RC, which are available up to a maxi mum per enpl oyee of $3,000 per year in an EZ, or $1,500 per year in
an RC.
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COVMUNI TY PLANNI NG AND DEVELOPMENT
EMPOAERMVENT ZONES/ ENTERPRI SE COMMUNI Tl ES/ RENEWAL COVMUNI TI ES
Justification of Proposed Changes in Appropriations Language

There was no appropriation in fiscal year 2009 and no new funding is proposed for 2010.
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EMPONERMVENT ZONES/ ENTERPRI SE COVMUNI Tl ES/ RENEWAL COVMUNI TI ES
Crosswal k of 2008 Availability
(Dol l'ars in Thousands)

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

Enpower nent Zones/ Enterpri se
Communi ty/ Renewal Conmmunities ...... L. -$110 L. L. $110
Total ... ... -110 110
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Budget Activity

Enpower nent Zones/ Enterpri se
Comuni ty/ Renewal Communities ......

Tot al

COVMUNI TY PLANNI NG AND DEVELOPMENT
ENPONERMVENT ZONES/ ENTERPRI SE COVMUNI Tl ES/ RENEWAL COVMUNI TI ES
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
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COMVUNI TY PLANNI NG AND DEVELOPMENT
REVOLVI NG FUND AND ECONOM C DEVELOPMENT
2010 Sunmary Statenent and Initiatives

(Dol lars in Thousands)

RURAL HOUSI NG AND ECONOM C Enact ed/ Suppl enent al / Tot al

DEVELOPMENT PROGRAM Request Carryover Resci ssi on Resour ces Cbligations Qut | ays
2008 Appropriation ................ $17, 000 $22, 5322 -$4, 087 $35, 445 $17, 103 $16, 678
2009 Appropriation/ Request ........ 26, 000 18, 342 L 44,342 18, 342 24,000
2010 Request ............. ..., . 26, 000 . 26, 000 26, 000 26, 000
Program | nprovenents/ Offsets ...... -26, 000 +7, 658 L -18, 342 +7, 658 +2, 000

a/ Includes $1.162 million in fiscal year 2008 recaptures.

Sumrary St at enent

No fiscal year 2010 direct appropriations are requested for the Rural Housing and Econonic Devel opnent (RHED) program |Instead, the 2010
budget proposes a $25 nillion Rural Innovations Fund initiative in the Cormunity Devel opnent Fund account. The new initiative focuses on
comrunities with popul ations |less than 2,500. The funding will go to states who will work with both | ocal governments and non-profit
partners to establish successful efforts focused on particul ar housing needs, including energy efficiency, and which will serve as nodel s
for the Nation.



Rural Housing and Econoni c Devel opnent

COMMUNI TY PLANNI NG AND DEVELOPMENT
RURAL HOUSI NG AND ECONOM C DEVELOPMENT
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
Rural Housi ng and
Econoni ¢ Devel oprent . $12, 913 $22, 532 $35, 445 $17, 103 $21, 000
Econoni ¢ Devel opnent
Assi st ance for
Federal | y Recogni zed
Indian Tribes ........ e e e e 5, 000
Total ............... 12,913 22,532 35, 445 17,103 26, 000

NOTE: 2008 Budget Authority is net $4.087 mllion rescission.
2007 Carryover into 2008 includes $1.162 nmillion of recoveries.

2008 2009 2010

FTE Act ual Estimate Estinmate
Headquarters ........ 7 7 6
Field ............... 7 8 8
Total ............. 14 15 14

2008
Carryover 2009 Tot al 2010
Into 2009 Resour ces Request
$18, 342 $39, 342
e 5, 000
18, 342 44,342



Rural Housing and Econoni c Devel opnent

COVMUNI TY PLANNI NG AND DEVELOPMENT
RURAL HOUSI NG AND ECONOM C DEVELOPMENT PROGRAM
Program Of f set s
(Dol lars in Thousands)

Econoni ¢ Devel opment Assi stance for Federally Recogni zed Indian Tribes Anount

2008 ApPropriati ON ...t L
2009 Appropriation/ Request . ....... .. ... $5, 000

2010 ReqUEST . ... e
Program I nprovenment s/ OF f Set S ... o -5, 000

Proposed Actions

The 2010 Budget proposes to elimnate Rural Housing and Econom ¢ Devel opnent program as a separate program Instead, a $25 mllion set-
aside in CDBG for rural housing is proposed.



Rural Housing and Econoni c Devel opnent

COVMUNI TY PLANNI NG AND DEVELOPMENT
RURAL HOUSI NG AND ECONOM C DEVELOPMENT PROGRAM
Program O f set s
(Dol l'ars in Thousands)

Rural Housing and Econoni c Devel opnent Anount
2008 Appropriati On ... ... $12,913
2009 Appropriati on/ ReqQUESt . .. ... 21, 000
2010 ReqUESt ... ... e
Program I nmprovement s/ OFf set s ... ... -21, 000

NOTE: 2008 Appropriation is net $4.087 mllion rescission.

Proposed Actions

The 2010 Budget proposes to elimnate Rural Housing and Econom c Devel opment program as a separate program Instead, a $25 mllion set-
aside in CDBG for rural housing is proposed.



Rural Housing and Econoni c Devel opnent

COVUNI TY PLANNI NG AND DEVELOPMENT
RURAL HOUSI NG AND ECONOM C DEVELOPNMENT
Per f or mance Measurenent Tabl e

Program Nane: RURAL HOUSI NG AND ECONOM C DEVELOPMENT

The purpose of the Rural Housing and Econom c Devel opment programis to build capacity at the State and local |evel for rural
housi ng and econoni c devel opnent and to support innovative housi ng and econom ¢ devel opnent activities in rural areas. The funds
made avail abl e under this program are awarded through a conpetitive selection process conducted in accordance with the HUD Reform

Act .

Per f or mance | ndi cators Dat a Sour ces Per f or mance Report Per f or mance Pl an
2008 Pl an 2008 Act ual 2009 Pl an 2010 Pl an
Nunber of Jobs Created 2,600 1,710 214 107
Nurmber of Housing Units Created 1, 000 1,210 196 98




Rural Housing and Econoni c Devel opnent

COVMUNI TY PLANNI NG AND DEVELOPMENT
RURAL HOUSI NG AND ECONOM C DEVELOPMENT
Crosswal k of 2008 Availability
(Dol lars in Thousands)

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

Rural Housi ng and Economic

Developnent .......... ... ... .. ..... $17, 000 -$4, 087 L L $22, 5322 $35, 445
Econoni ¢ Devel oprment Assi stance for

Federal | y Recogni zed | ndian Tribes .

Total ........... ... ... ... .. 17, 000 -4, 087 . . 22,532 35, 445

a/ Includes $1.162 million in fiscal year 2008 recaptures.



Rural Housing and Econoni c Devel opnent

Budget Activity

Rural Housing and Economic
Developnent ........................
Econoni ¢ Devel oprment Assi stance for
Federal | y Recogni zed | ndi an Tribes .
Total ...

COVMUNI TY PLANNI NG AND DEVELOPMENT
RURAL HOUSI NG AND ECONOM C DEVELOPMENT
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
$21, 000 $18, 342 $39, 342
. 5, 000 . . . 5, 000
26, 000 18, 342 44,342



COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
2010 Summary Statement and Initiatives
(Dollars in Thousands)

Enacted/ Supplemental/ Total
BROWNFIELDS REDEVELOPMENT PROGRAM Request Carryover Rescission Resources Obligations Outlays
2008 Appropriation ......._.._......... $10,000 $34,4147 -$11,374 $33,040 $23,040 $18,847
2009 Appropriation/Request ........ 10,000 10,000 .- 20,000 10,500 27,400
2010 Request ..o .- 9,500 . 9,500 9,500 32,000
Program Improvements/Offsets ...... -10,000 -500 .- -10,500 -1,000 +4,600

a/ Includes $1.750 million of funds recaptured in fiscal year 2008.

Summary Statement

No funding is requested for the Brownfields Economic Development Initiative (BEDI) in fiscal year 2010. For the first 8 years of the
program, annual appropriations were $25 million; since 2006, BEDI received $10 million in annual appropriations. The Brownfields
program will not be retained as a separate program, but the program’s activities do remain eligible under the Community Development
Block Grant program. The elimination of Brownfields as a separate program in large part reflects performance issues that include slow
expenditure of funding and lengthy time frames to produce tangible results.



Brownfields Redevelopment Program

COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
Summary of Resources by Program

(Dollars in Thousands)

2007 2009 Budget 2008
2008 Budget Carryover 2008 Total 2008 Authority/ Carryover 2009 Total 2010
Budget Activity Authority Into 2008 Resources Obligations Request Into 2009 Resources Request
Competitive Grants .... -$1,374 $34,414 $33,040 $23,040 $10,000 $10,000 $20,000
Total ... . ....._.... -1,374 34,414 33,040 23,040 10,000 10,000 20,000

NOTE: 2008 Budget Authority is net $11.374 million rescission.

2007 Carryover Into 2008 includes $1.750 million of funds recaptured in fiscal year 2008.

2008 2009 2010

FTE Actual Estimate Estimate
Headquarters ........ 5 5 5
Field ... ... ... .... 2 3 3
Total ............. 7 8 8



Brownfields Redevelopment Program

COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
Program Offsets
(Dollars in Thousands)

Competitive Grants Amount
2008 Appropriation ... -$1,374
2009 Appropriation/Request . . . e aaaaaan 10,000
2010 ReqUEST . .. e e e e e e mee e aeaaaan .-
Program Improvements/Offsets . ... ... e e e e e aaaaaan -10,000

NOTE: 2008 Appropriation is net new appropriation of $10 million and total $11.374 million rescission.

Proposed Actions

No funding is requested for the Brownfields Economic Development Initiative (BEDI) in fiscal year 2010. The program’s activities will
remain eligible under the Community Development Block Grant program.

Program Description. BEDI grants are authorized by Section 108(q) of the Housing and Community Development Act of 1974, as amended.
This program provides competitive grants, which must be used with Section 108 loan guarantees for economic development and remediation
of qualified Brownfields projects. Grants are made in accordance with Section 108(q) selection criteria, including: (1) quality of
the proposed plan and capacity of the applicant; (2) financial need for the assistance; (3) level of distress in the community to be
served and in the jurisdiction applying for the assistance; and (4) project readiness to proceed with redevelopment activities. BEDI
grants are used to either enhance the security of Section 108 guaranteed loans or to improve the feasibility of proposed projects.
Eligible recipients are Community Development Block Grant (CDBG) entitlement communities and non-entitlement communities.

Eligible Activities. Eligible BEDI activities are CDBG-eligible housing and economic redevelopment activities. These include:

(1) assistance to private, for-profit entities for economic development projects; (2) acquisition of property; (3) rehabilitation of
buildings or construction of real property improvements carried out by public or private non-profit organizations; (4) improvements,
including construction, reconstruction or installation of public and other site improvements; (5) clearance, demolition, removal and
rehabilitation of buildings and improvements; and (6) the investigation and clean-up of environmental contaminations in connection with
any of these eligible activities.

In all previous rounds of BEDI grants, the Department worked collaboratively with the Environmental Protection Agency (EPA). There is
a long-standing Memorandum of Understanding with EPA, and both HUD and EPA continue to integrate their efforts in the Brownfields area
to maximize the coordination of community development and environmental expertise. Specifically, HUD has focused its financial and
human resources on the end-use, or construction, phase of the redevelopment of Brownfields sites, while EPA concentrates its resources
on up-front project assessment and remediation. HUD and EPA continue to work closely to target and utilize existing BEDI funds to
jointly evaluate proposals; to proactively help grantees find complementary sources of funding; and to provide technical assistance to
bring BEDI-supported projects to successful closure. EPA representatives serve on HUD’s BEDI review panel, and HUD staff members in
turn serve on EPA competition review panels. HUD is also part of the National Brownfields Partnership, which brings together resources
from over 20 Federal agencies and non-governmental organizations to reclaim Brownfields.
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Brownfields Redevelopment Program

Between fiscal years 1998 and 2008, HUD awarded 188 BEDI grants to 134 public entities, representing just under half of all
applications submitted. Of these, 177 went to CDBG entitlement cities or counties, with the remaining 11 awarded to small cities. The
average grant amount has been $1.1 million. The largest grant awarded was for $2.5 million, while the smallest was for $80 thousand.
For all grants awarded in fiscal year 2008 with fiscal year 2007 funding, a significant portion of the total appropriation has been
projected to be used as loan loss reserves to cover potential shortfalls in the grantees” inability to pay debt service on the

Section 108 loans, which are required to accompany all BEDI grants. By definition, loan loss reserves cannot be disbursed until
construction is completed and the project is open for business--a process that typically takes in excess of 5 years.

Brownfields redevelopment projects financed under BEDI have typically been large-scale and often complex undertakings, averaging more
than $40 million in total development costs. Each BEDI project has an average of five public and private sources of financing. While
BEDI funds represent, on average, 2.3 percent of total development costs, they have leveraged an average of $28 million in private
funds and $12 million in other public funds.
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Brownfields Redevelopment Program

COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
Performance Measurement Table

Program Name: Brownfields Redevelopment Program

Program Mission: The Brownfields Redevelopment program helps communities more readily access revitalization resources that
stimulate and promote economic and community development activities.

Performance Indicators Data Sources Performance Report Performance Plan
2008 Plan 2008 Actual 2009 Plan 2010 Plan
Support Creation of Jobs (estimate) Grant 3,000 1,980 909 NA
Applications

NA = Not Applicable.

Explanation of Indicators

The indicator tracks the number of jobs to be created as reported by grantees. Since no funds are requested for fiscal year 2010, no
jobs are projected in the Performance Plan.
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Brownfields Redevelopment Program

COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
Justification of Proposed Changes in Appropriations Language

The 2010 President’s Budget does not include appropriations language.

Explanation of Changes

Deletes language providing funds for competitive grants because no new funding is requested for fiscal year 2010.

[For competitive economic development grants, as authorized by section 108(q) of the Housing and Community Development Act of 1974, as
amended, for Brownfields redevelopment projects, $10,000,000, to remain available until September 30, 2009: Provided, That no funds
made available under this heading may be used to establish loan loss reserves for the section 108 Community Development Loan Guarantee
program.]
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Brownfields Redevelopment Program

Budget Activity

Competitive Grants ..................
Total ... . .-

COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
Crosswalk of 2008 Availability
(Dollars in Thousands)

Total
Supplemental/ Approved 2008
2008 Enacted Rescission Reprogrammings Transfers Carryover Resources
$10,000 -$11,374 . e $34,414 $33,040
10,000 -11,374 34,414 33,040



Brownfields Redevelopment Program

Budget Activity

Competitive Grants ......_....._._.......
Total ... ... iioo..

COMMUNITY PLANNING AND DEVELOPMENT
BROWNFIELDS REDEVELOPMENT PROGRAM
Crosswalk of 2009 Changes
(Dollars in Thousands)

2009 Congressional
President’s Appropriations 2009
Budget Action on 2009 Supplemental/ Total 2009
Request Request Rescission Reprogrammings Carryover Resources
.- $10,000 .- - $10,000 $20,000
- 10,000 - - 10,000 20,000



COMMUNI TY PLANNI NG AND DEVELOPMENT
REVOLVI NG FUND (LI QUI DATI NG PROGRANS)
2010 Sunmary Statenent and Initiatives

(Dol l'ars in Thousands)

Repaynents to

REVCOLVI NG FUND (LI QUI DATI NG Recei pts and Treasury-1In Repaynents to Book Val ue of
PROGRAMS) Appropri ati on Repaynent s Year Dividend Treasury- Cunul ative Assets, EOY Qut |l ays
. $1, 170
2008 Appropriation........... $298 $560 $2, 291, 859 $3, 000 -$118
2009 Request................. 1,270 500 1, 000 2,292, 859 2,000 2,500
2010 ReqUESt. ... .oooveo . 1,170 500 500 2,293, 359 1,000 2,500
Program | nprovenents/ O f sets -100 S -500 +500 -1, 000

Summary St at enent

The expenses of the Revolving Fund (Liquidating Prograns) are financed from permanent, indefinite budget authority. This account’s

| argest previous source of funds came fromthe Section 312 |loan portfolio, the bulk of which was sold in fiscal year 2001 for $64 mllion.
Contract support of $1.17 million is still required to support the loans sold to the private sector, as well as the remaining reduced
portfolio. There are three conponents to this contract:

(1) Property Disposition--resolution of the outstanding issues related to the July 2001 |oan sale with the primary focus on
conpi ling the necessary property docunents required for placing the remaining assets into the Department’s property disposition
pi peline (goal is to sell these remaining assets);

(2) Mortgage Satisfactions and Rel eases-—preparati on and processing of all Section 312 nortgage rel eases and satisfactions, as
requested by 312 borrowers or their legally appointed representatives, who claimthat their |oans have been paid in full and
include lien rel eases; and

(3) File Storage and Servicing--storage of all Section 312 historical programfiles and resolution of correspondence and tel ephone
inquiries pertaining to the portfolio.

The Section 312 | oan program provided first and junior lien financing at bel ow market interest rates for the rehabilitation of hones in

| owi ncorme nei ghbor hoods. This program ceased originating new | oans over 15 years ago. Morre than 100, 000 | oans were nade while this
program which was authorized by the Housing Act of 1964, was active. Al of the remaining Section 312 properties will be sold. Since
fiscal year 2007, funding for the Section 312 Property Disposition |loan portfolio has been allotted directly to the Departnent’s O fice of
Housing and this will continue in fiscal year 2010.

On Cctober 1, 1991 the assets and liabilities of Public Facility Loans were transferred to the Revol ving Fund (Liquidating Prograns)
pursuant to P.L. 102-27 and 102-139. HUD awarded these |l oans to the State housing finance agencies, State community and/or economnic

devel opnent agencies, local rural nonprofits, and comunity devel opment corporations. The Federal Reserve Bank of Richnond, acting as the
United States Departrment of Treasury’'s Fiscal Agent, provided | oan services for HUD, and ensures tinmely and cost effective collection of
principal and interest that has accrued on public facility loans. HUD estimates that |oan servicing for the renaining seven public
facility loans will be required through fiscal year 2019.
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Revol ving Fund (Liquidating Prograns)

Expl anati on of |ncreases and Decreases

Since the sale of the bulk of the Section 312 |oan portfolio in fiscal year 2001, activity in this account has been substantially reduced,
but there are variances depending on the timng of bills, tax considerations and other issues under legal review |In fiscal year 2009,
there is a one tinme additional $100 thousand in appropriations for a contract to research an amount of $45 million which is due to the
Revol ving Fund froma bank in the Boston area. The contract is in the prelimnary stages of being awarded.
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Revol ving Fund (Li quidating Prograns)

COMMUNI TY PLANNI NG AND DEVELOPMENT
REVOLVI NG FUND (LI QUI DATI NG PROGRANS)
Summary of Resources by Program
(Dol l'ars in Thousands)

2008 2009 2010
Recei pt s 2008 Recei pts 2009 Recei pt's 2010
and I'n year 2008 and I'n year 2009 and In year
Budget Activity Repaynents D vidend Cumul ative Repaynents Di vi dend Cunul ative Repaynents Di vi dend
Li qui dati ng Prograns.. $298 $560 $2, 291, 859 $500 $1, 000 $2, 292, 859 $500 $500
Total Revol vi ng Fund
(Liquidating
Pr ogr ans) 298 560 2,291, 859 500 1, 000 2,292, 859 500 500
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Revol ving Fund (Liquidating Prograns)

COVMUNI TY PLANNI NG AND DEVELOPMENT
REVOLVI NG FUND (LI QUI DATI NG PROGRAMS)
Program Of f set s
(Dol l'ars in Thousands)

Li qui dati ng Prograns Anount
2008 Receipts and Repayments. . ....... ... $298
2009 Receipts and RepaymBNt S. .. ...ttt 500
2010 Receipts and RepaymentsS. . ...... ...t 500

Program I mprovement s/ OFf sets. .. ...

The Revol ving Fund (Liquidating Prograns) was established by the Independent O fices Appropriation Act, 1955, to provide a single fund to
assist in the efficient |iquidation of assets acquired under various housing and urban devel opnent prograns. The assets of certain war
and energency housi ng constructed under the Lanham and Rel ated Acts, Al aska Prefabricated Housing, War Public Wrks, Defense Comunity
Facilities and Reconstruction Finance Corporation Public Agency Loan prograns initially were included in this Fund. At the end of 1970,
the Public Wrks Planning Advances, Gants to Aid Advance Acquisition of Land, and the A aska Housing Grants and Loans prograns were
term nated and the assets were transferred to this Fund for |iquidation.

In 1975, the assets and liabilities of four conmmunity devel opnment categorical prograns, Basic Water and Sewer Facilities, Nei ghborhood
Facilities, Open Space Land, and Public Facility Loans, were included in the Fund pursuant to Section 117(b) of the Housing and Conmmunity
Devel opment Act of 1974, which provided for such transfers to facilitate liquidation of the prograns. |n 1984, the New Communities
programwas transferred to the Revolving Fund, and on Cctober 1, 1986, the Urban Renewal Programwas transferred to the Fund.

The National Affordable Housing Act repeal ed the Rental Rehabilitation Gants and Rehabilitation Loan (Section 312) prograns. Both
prograns were transferred to the Revol ving Fund (Liquidating Prograns), effective Cctober 1, 1991, pursuant to P.L. 102-27 and P.L. 102-
139.

The O fice of Community Pl anni ng and Devel opnment has trailing managenment responsibilities associated with the Section 312 | oan portfolio.
These activities include the disposition of a small nunber of foreclosed properties being handl ed by Housing's Property D sposition
Ofice, loan support to former Section 312 borrowers who request lien rel eases provided through a Community Pl anni ng and Devel opnent
contractor, and general inquiries related to the status of HUD | oans and whether they were Section 312. In fiscal year 2007, funding for
the Section 312 Property Disposition loan portfolio was allotted directly to the Departnent’s Office of Housing and this will continue in
fiscal year 2010.
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Revol ving Fund (Li quidating Prograns)

Budget Activity

Liquidating Prograns.............

Tot al

Changes

COVMUNI TY PLANNI NG AND DEVELOPMENT
REVOLVI NG FUND (LI QUI DATI NG PROGRAMS)
Crosswal k of 2008 Availability
(Dol l'ars in Thousands)

2008
2008 2008 Repaynents to Repaynents to
Recei pts Treasury-1In Year Treasury-
and Repaynents Di vi dend Cunul ati ve
$298 $560 $2, 291, 859
298 560 2,291, 859
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2008
Book Val ue of
Assets, EOY
$3, 000
3,000



Revol ving Fund (Liquidating Prograns)

Budget Activity

Liquidating Prograns.................

Tot al

Changes

COVMUNI TY PLANNI NG AND DEVELOPMENT
REVOLVI NG FUND (LI QUI DATI NG PROGRAMS)
Crosswal k of 2009 Changes
(Dol l'ars in Thousands)

2009 2009
2009 Repaynents to Repaynents to
Recei pts Treasury-1In Treasury-
and Repanents Year Dividend Cunul ati ve
$500 $1, 000 $2, 292, 859
500 1, 000 2,292,859
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2009
Book Val ue of
Asset s
$2, 000
2,000
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